
1  7KHVH�*XLGHOLQHV�ZHUH�LVVXHG�E\�WKH�'LUHFWRU�RI�,QYHVWLJDWLRQ�DQG�5HVHDUFK�LQ������

2��Mergers involving banks which have been examined by the Bureau include the following: Bank of Nova
Scotia/National Trust; Royal Bank of Canada/Royal Trust; Bank of Tokyo/Mitsubishi Bank; Republic National
Bank of New York (Canada) /Bank Leumi Le-Israel (Canada); Republic National Bank/Bank Hapoalim; Bank of
Montreal/Banca Nazionale; and, Swiss Bank/Bunting Warburg.  The Bureau has also assessed a number of
transactions involving trust companies, including:  Canada Trust’s acquisition of the pension custody business of
National Trust; the corporate reorganization of Co-operative Trust Company of Canada; and, Trust la Laurentienne
du Canada Inc./Trustco Prêt et Revenu Inc.

7KH�0HUJHU�(QIRUFHPHQW�*XLGHOLQHV�DV�$SSOLHG�WR�D
%DQN�0HUJHU

OVERVIEW

�� 7KLV�GRFXPHQW�DUWLFXODWHV�WKH�DQDO\WLFDO�IUDPHZRUN�XVHG�E\�WKH�&RPSHWLWLRQ

%XUHDX��WKH��%XUHDX���ZKHQ�DVVHVVLQJ�WKH�FRPSHWLWLYH�HIIHFWV�RI�D�PHUJHU��XQGHU�WKH

&RPSHWLWLRQ�$FW���WKH��$FW���LQYROYLQJ�WZR�RU�PRUH�6FKHGXOH�,�EDQNV���7KH�%XUHDX
V�JHQHUDO

DSSURDFK�WR�DVVHVVLQJ�D�PHUJHU�LV�GHVFULEHG�LQ�WKH�'LUHFWRU
V�0HUJHU�(QIRUFHPHQW

*XLGHOLQHV��WKH��0(*V�����

�� �7KLV�LV�WKH�ILUVW�WLPH�WKDW�WKH�%XUHDX�KDV�UHOHDVHG�D�GRFXPHQW�WKDW�GHVFULEHV

KRZ�WKH�JHQHUDO�JXLGHOLQHV�ZRXOG�EH�DSSOLHG�WR�D�VSHFLILF�LQGXVWU\�VHFWRU���:KLOH�WKH�$FW�LV�D

ODZ�RI�JHQHUDO�DSSOLFDWLRQ�DQG�WKH�0(*V�DUH�LQWHQGHG�WR�EH�DSSOLHG�DFURVV�DOO�EXVLQHVV

VHFWRUV��WKH�%XUHDX�EHOLHYHV�WKDW�WKLV�SUHFHGHQW�LV�DSSURSULDWH�IRU�VHYHUDO�UHDVRQV���7KH

FXUUHQW�SROLF\�GHEDWH�ZLWK�UHVSHFW�WR�EDQN�PHUJHUV�KDV�UDLVHG�WKH�TXHVWLRQ�RI�KRZ�WKH

%XUHDX�ZLOO�DSSO\�WKH�0(*V�WR�WKH�SURSRVHG�PHUJHUV�EHWZHHQ�WKH�5R\DO�%DQN�RI�&DQDGD

DQG�WKH�%DQN�RI�0RQWUHDO�DQG�EHWZHHQ�WKH�&DQDGLDQ�,PSHULDO�%DQN�RI�&RPPHUFH�DQG

7RURQWR�'RPLQLRQ�%DQN���%RWK�RI�WKHVH�WUDQVDFWLRQV�LQYROYH�D�ODUJH�QXPEHU�RI�SURGXFWV�DQG

VHUYLFHV�ZKLFK�DUH�SURYLGHG�E\�PDQ\�PDUNHW�SDUWLFLSDQWV�DFURVV�D�ODUJH�QXPEHU�RI

JHRJUDSKLF�DUHDV���:KLOH�WKH�%XUHDX�KDV�H[SHULHQFH�UHYLHZLQJ�PHUJHUV�LQ�WKH�ILQDQFLDO

VHUYLFHV�VHFWRU��DQG�LQ�RWKHU�LQGXVWU\�VHFWRUV�LQYROYLQJ�ODUJH�QXPEHUV�RI�SURGXFW�DQG

JHRJUDSKLF�PDUNHWV��WKH�LPSRUWDQFH�RI�WKLV�VHFWRU�LQ�WKH�HFRQRP\�DQG�WR�WKH�JHQHUDO�SXEOLF

KDV�HQFRXUDJHG�WKH�%XUHDX�WR�SURYLGH�D�FOHDUHU�YLHZ�RI�KRZ�WKH�PHUJHU�UHYLHZ�SURFHVV�ZLOO
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EH�DSSOLHG���,W�LV�DOVR�LQ�NHHSLQJ�ZLWK�WKH�%XUHDX
V�RSHQ��WUDQVSDUHQW��DQG�SUHGLFWDEOH

DSSURDFK�WR�HQIRUFLQJ�WKH�$FW�

�� 7KH�%XUHDX�LV�DVVHVVLQJ�WKH�SURSRVHG�WUDQVDFWLRQV�EHWZHHQ�WKH�5R\DO�%DQN�RI

&DQDGD�DQG�WKH�%DQN�RI�0RQWUHDO�DQG�EHWZHHQ�WKH�&DQDGLDQ�,PSHULDO�%DQN�RI�&RPPHUFH

DQG�7RURQWR�'RPLQLRQ�%DQN�VLPXOWDQHRXVO\���,Q�DGGLWLRQ��WKH�%XUHDX�ZLOO�WDNH�LQWR�DFFRXQW

DQ\�RWKHU�PHUJHU�WUDQVDFWLRQV�ZKLFK�PD\�FRPH�WR�LWV�DWWHQWLRQ�SHQGLQJ�FRPSOHWLRQ�RI�LWV

UHYLHZV�RI�WKH�SUHVHQW�WZR�PHUJHUV���$V�ZLWK�RWKHU�LQGXVWULHV�LQ�WUDQVLWLRQ��WKH�%XUHDX�ZLOO

DVVHVV��WR�WKH�EHVW�RI�LWV�DELOLW\��WKH�FXUUHQW�WUDQVDFWLRQV�LQ�UHODWLRQ�WR�WKH�SUREDEOH�HYROXWLRQ

RI�WKH�ILQDQFLDO�VHUYLFHV�VHFWRU�DV�D�ZKROH���7KH�UHFRPPHQGDWLRQV�RI�WKH�7DVN�)RUFH�RQ�WKH

)XWXUH�RI�WKH�&DQDGLDQ�)LQDQFLDO�6HUYLFHV�6HFWRU�ZLOO�EH�RI�SDUWLFXODU�LPSRUWDQFH��

4. 7KH�DSSURDFK�WKDW�WKH�%XUHDX�LQWHQGV�WR�XVH�LQ�UHYLHZLQJ�EDQN�PHUJHUV�LV�

FRQVLVWHQW�ZLWK�WKH�DSSURDFK�GHVFULEHG�LQ�WKH�0(*V���5DWKHU�WKDQ�DUWLFXODWLQJ�D�GLIIHUHQW

DQDO\WLFDO�IUDPHZRUN��WKLV�GRFXPHQW�SURYLGHV�D�PRUH�SUDFWLFDO�DQG�LQGXVWU\�VSHFLILF�WRRO�IRU

DSSO\LQJ�WKH�0(*V�WKDQ�LV�IRXQG�LQ�WKH�0(*V�WKHPVHOYHV���7KH�DSSURDFK�RXWOLQHG�KHUHLQ�LV

DSSOLHG�WR�ZKDW�EDQNV�GR�UDWKHU�WKDQ�ZKDW�EDQNV�DUH���$V�D�UHVXOW��LW�LV�QRW�D�WRRO�VROHO\

DSSOLFDEOH�WR�EDQNV��EXW�LW�PD\�DOVR�EH�XVHG�WR�DQDO\VH�RWKHU�PHUJHUV�LQ�WKH�ILQDQFLDO�VHUYLFHV

VHFWRU���,QGHHG��WKH�DFWLYLWLHV�RI�RWKHU�ILQDQFLDO�DQG�QRQ�ILQDQFLDO�LQVWLWXWLRQV�DUH�LPSRUWDQW

FRQVLGHUDWLRQV�LQ�GHWHUPLQLQJ�ZKHWKHU�DQ\�VLQJOH�PHUJHU�DPRQJ�6FKHGXOH�,�EDQNV�LV�OLNHO\�WR

FRQWUDYHQH�WKH�&RPSHWLWLRQ�$FW�

�� 7KH�PDLQ�REMHFWLYH�RI�WKH�PHUJHU�UHYLHZ�SURFHVV�LV�WR�PDLQWDLQ�DQG�SURPRWH

FRPSHWLWLRQ�ZLWKLQ�WKH�&DQDGLDQ�HFRQRP\�LQ�RUGHU�WR�SURYLGH�FRQVXPHUV�ZLWK�D�ZLGH

YDULHW\�RI�KLJK�TXDOLW\�SURGXFWV�WKDW�DUH�FRPSHWLWLYHO\�SULFHG���0RUH�VSHFLILFDOO\��VHFWLRQ���

RI�WKH�$FW�VWDWHV�WKDW�WKH�&RPSHWLWLRQ�7ULEXQDO�PD\�RUGHU�UHPHGLHV�ZKHQ�D�PHUJHU�SUHYHQWV

RU�OHVVHQV��RU�LV�OLNHO\�WR�SUHYHQW�RU�OHVVHQ��FRPSHWLWLRQ�VXEVWDQWLDOO\���+RZHYHU��VHFWLRQ����RI

WKH�$FW�SURYLGHV�DQ�HIILFLHQF\�H[FHSWLRQ�WR�RWKHUZLVH�DQWL�FRPSHWLWLYH�PHUJHUV�ZKHQ�WKHUH
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3  7KLV�W\SH�RI�EHKDYLRXU�LV�GLVWLQFW�IURP�FR�RSHUDWLYH�EHKDYLRXU�WKDW�KDV�WKH�HIIHFW�RI�LQFUHDVLQJ�WKH
HIILFLHQF\�ZLWK�ZKLFK�ILUPV�VXSSO\�WKHLU�SURGXFWV���%DQNV�KDYH�VHYHUDO�VXFK�FR�RSHUDWLYH�YHQWXUHV��LQFOXGLQJ
WKH�,QWHUDF�QHWZRUN��DQG�WKH�%XUHDX�UHFRJQL]HV�WKDW�VXFK�YHQWXUHV�FDQ�EHQHILW�FRQVXPHUV�

DUH�VXIILFLHQW�FRVW�VDYLQJV�WR�RXWZHLJK�WKH�FRPSHWLWLYH�KDUP�OLNHO\�WR�DULVH�DV�D�UHVXOW�RI�WKH

PHUJHU�DQG�WKHVH�FRVW�VDYLQJV�ZRXOG�QRW�EH�DWWDLQHG�ZLWKRXW�WKH�PHUJHU���,Q�VXFK

FLUFXPVWDQFHV��WKH�&RPSHWLWLRQ�7ULEXQDO�VKDOO�QRW�PDNH�DQ�RUGHU�DJDLQVW�WKH�PHUJHU�XQGHU

VHFWLRQ����  

�� $�PHUJHU�OHVVHQV�RU�SUHYHQWV�FRPSHWLWLRQ�VXEVWDQWLDOO\�ZKHQ�LW�FUHDWHV�

HQKDQFHV�RU�SUHVHUYHV�PDUNHW�SRZHU���0DUNHW�SRZHU�LV�WKH�DELOLW\�WR�SURILWDEO\�PDLQWDLQ

SULFHV��TXDOLW\��VHUYLFH�DQG�RU�SURGXFW�YDULHW\�IRU�D�VLJQLILFDQW�SHULRG�RI�WLPH�DW�OHYHOV�WKDW�DUH

OHVV�IDYRXUDEOH�WR�FRQVXPHUV�WKDQ�ZRXOG�H[LVW�LQ�FRPSHWLWLYH�PDUNHWV���:KLOH�WKH�%XUHDX�LV

RIWHQ�IRFXVHG�RQ�SRVW�PHUJHU�SULFHV��VHUYLFH�OHYHOV�DUH�UHFRJQL]HG�DV�EHLQJ�SDUWLFXODUO\

LPSRUWDQW�ZKHQ�DQDO\VLQJ�EDQN�PHUJHUV���

�� $�PHUJHU�FDQ�VXEVWDQWLDOO\�OHVVHQ�RU�SUHYHQW�FRPSHWLWLRQ�LQ�WZR�ZD\V���)LUVW��D

PHUJHU��E\�UHGXFLQJ�WKH�QXPEHU�RI�FRPSHWLWRUV�LQ�D�PDUNHW��FDQ�IDFLOLWDWH�LQWHUGHSHQGHQW

EHKDYLRXU�DPRQJ�ILUPV��LQFOXGLQJ�ILUPV�WKDW�DUH�QRW�SDUW\�WR�WKH�PHUJHU���,QWHUGHSHQGHQW

EHKDYLRXU�UHIHUV�WR�H[SOLFLW�RU�LPSOLFLW�XQGHUVWDQGLQJV�DPRQJ�ILUPV�LQ�WKH�PDUNHW�WR�MRLQWO\

H[HUFLVH�PDUNHW�SRZHU�RU�OLPLW�FRPSHWLWLRQ�RQ�SULFH��TXDOLW\��VHUYLFH��YDULHW\��RU�DQ\�RWKHU

GLPHQVLRQ����,Q�RUGHU�WR�GHWHUPLQH�ZKHWKHU�D�PHUJHU�LV�OLNHO\�WR�LQFUHDVH�WKH�VFRSH�IRU

LQWHUGHSHQGHQW�EHKDYLRXU��WKH�%XUHDX�ZLOO�FRQVLGHU�ZKHWKHU�PDUNHW�FRQGLWLRQV�DUH�FRQGXFLYH

WR�UHDFKLQJ��PRQLWRULQJ��DQG�HQIRUFLQJ�VXFK�XQGHUVWDQGLQJV���6HFRQG��D�PHUJHU�FDQ�OHVVHQ�RU

SUHYHQW�FRPSHWLWLRQ�VXEVWDQWLDOO\�E\�HQKDQFLQJ�WKH�PDUNHW�SRZHU�RI�WKH�PHUJLQJ�ILUPV��HYHQ

DEVHQW�FR�RSHUDWLRQ�ZLWK�RWKHU�ILUPV�LQ�WKH�PDUNHW���7KLV�LV�UHIHUUHG�WR�DV�DQ�XQLODWHUDO

H[HUFLVH�RI�PDUNHW�SRZHU���$�PHUJHU�DOORZV�ILUPV�WR�XQLODWHUDOO\�H[HUFLVH�PDUNHW�SRZHU�LI�WKH

PHUJHU��E\�SODFLQJ�WKH�SULFLQJ�DQG�VXSSO\�RI�WKH�SURGXFWV�RI�WKH�PHUJLQJ�ILUPV�XQGHU

FRPPRQ�FRQWURO��HQKDQFHV�WKH�SURILWDELOLW\�RI�LQFUHDVLQJ�SULFHV�DQG�UHVWULFWLQJ�VXSSO\��RU
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4 7KH�WHUP��SURGXFW��LV�GHILQHG�LQ�WKH�$FW�WR�LQFOXGH�ERWK�DUWLFOHV�DQG�VHUYLFHV���7KURXJKRXW�WKH
UHPDLQGHU�RI�WKLV�GRFXPHQW��WKH�WHUP�SURGXFW�ZLOO�EH�XVHG�WR�GHQRWH�ERWK�D�SURGXFW�DQG�D�VHUYLFH��

5 $V�GLVFXVVHG�EHORZ�LQ�WKH�VHFWLRQ�RQ�0DUNHW�'HILQLWLRQ��WKH�FRQFHSWXDO�WRRO�QRUPDOO\�XVHG�E\�WKH
%XUHDX�WR�GHILQH�WKH�ERXQGDULHV�RI�UHOHYDQW�PDUNHWV�LV�WKH�K\SRWKHWLFDO�PRQRSROLVW�WHVW���:KHQ�XVLQJ�WKLV
WRRO��WKH�%XUHDX�JHQHUDOO\�SRVWXODWHV�D�SULFH�LQFUHDVH�E\�WKH�PHUJLQJ�SDUWLHV��DQG�DVNV�ZKHWKHU�FRQVXPHUV�DUH
OLNHO\�WR�VZLWFK�WR�RWKHU�SURGXFWV�LQ�VXIILFLHQW�QXPEHUV�WR�UHQGHU�VXFK�D�SULFH�LQFUHDVH�XQSURILWDEOH��DQG
WKHUHIRUH�XQOLNHO\���,Q�PDQ\�FDVHV��FRQVLGHULQJ�FRQVXPHUV
�UHVSRQVHV�WR�SULFH�LQFUHDVHV�ZLOO�EH�VXIILFLHQW�WR
GHWHUPLQH�ZKHWKHU�D�UHGXFWLRQ�LQ�TXDOLW\��VHUYLFH�RU�YDULHW\�LV�OLNHO\�WR�EH�SURILWDEOH���+RZHYHU��ZKHQ�WKH
LQIRUPDWLRQ�JDWKHUHG�E\�WKH�%XUHDX�VXJJHVWV�WKDW�VXFK�D�WHVW�PD\�IDLO�WR�LGHQWLI\�DQ�LPSRUWDQW�GLPHQVLRQ�RI
FRPSHWLWLRQ��WKH�WHVW�ZLOO�EH�DGMXVWHG�DFFRUGLQJO\.

OLPLWLQJ�FRPSHWLWLRQ�RQ�VRPH�RWKHU�GLPHQVLRQ����:KHQ�DVVHVVLQJ�ZKHWKHU�D�PHUJHU�ZLOO

SURPRWH��WKH�XQLODWHUDO�H[HUFLVH�RI�PDUNHW�SRZHU��WKH�%XUHDX�ZLOO�FRQVLGHU�YDULRXV�IDFWRUV�

PRVW�LPSRUWDQWO\�WKH�H[WHQW�WR�ZKLFK�WKH�PHUJLQJ�ILUPV�H[HUW�D�FRPSHWLWLYH�LQIOXHQFH�RQ

HDFK�RWKHU�SULRU�WR�WKH�PHUJHU��WKH�UHPDLQLQJ�FKRLFHV�DYDLODEOH�WR�FRQVXPHUV��DQG�WKH

OLNHOLKRRG�WKDW�ORVW�FRPSHWLWLRQ�ZLOO�EH�UHSODFHG�E\�VXSSO\�UHVSRQVHV�E\�H[LVWLQJ�VXSSOLHUV�RU

E\�QHZ�HQWU\�LQWR�WKH�PDUNHW�

�� 7KH�%XUHDX
V�UHYLHZ�RI�D�PHUJHU�EHJLQV�ZLWK�UHOHYDQW�PDUNHW�GHILQLWLRQ��ZKLFK

FRQVLVWV�RI�GHWHUPLQLQJ�WKH�H[WHQW�WR�ZKLFK�WKH�PHUJLQJ�SDUWLHV�VXSSO\�VXEVWLWXWH�SURGXFWV

DQG�LGHQWLI\LQJ�DOO�VXSSOLHUV�ZLWK�ZKLFK�WKH�PHUJLQJ�SDUWLHV�FRPSHWH����0DUNHW�GHILQLWLRQ�KDV

ERWK�D�SURGXFW�DQG�JHRJUDSKLF�GLPHQVLRQ���%DQNV�SURYLGH�D�ODUJH�QXPEHU�RI�SURGXFWV�IURP

PDQ\�ORFDWLRQV�WKURXJK�YDULRXV�PHDQV�RI�GLVWULEXWLRQ��H�J��EUDQFK�WHOOHUV��DXWRPDWHG

EDQNLQJ�PDFKLQHV��WHOHSKRQH�EDQNLQJ��SHUVRQDO�FRPSXWHU�EDQNLQJ��RU�XVH�RI�GHELW�RU�VPDUW

FDUGV��WR�GLIIHUHQW�W\SHV�RI�FXVWRPHUV��H�J��ODUJH�FRUSRUDWLRQV��VPDOO�DQG�PHGLXP�VL]HG

EXVLQHVVHV��UHWDLO�FXVWRPHUV����&RQVHTXHQWO\��WKHUH�DUH�PDQ\�UHOHYDQW�PDUNHWV�LQ�DQ

DVVHVVPHQW�RI�D�EDQN�PHUJHU���

��� (DFK�UHOHYDQW�SURGXFW�PDUNHW�LQFOXGHV�DOO�SURGXFWV�WR�ZKLFK�FXVWRPHUV�ZRXOG

OLNHO\�WXUQ�LQ�UHVSRQVH�WR�D�VPDOO�EXW�VLJQLILFDQW��QRQ�WUDQVLWRU\�LQFUHDVH�LQ�WKH�SULFHV�RI�WKH

RIIHULQJV�RI�WKH�PHUJLQJ�SDUWLHV��DQG�RU�D�UHGXFWLRQ�LQ�TXDOLW\��VHUYLFH�RU�YDULHW\�RI�WKH

SURGXFW�RIIHULQJV�RI�WKH�PHUJLQJ�ILUPV����$V�D�UHVXOW��WKH�LQFOXVLRQ�RI�VHYHUDO�SURGXFWV�ZLWKLQ
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6  3ULFH�GLVFULPLQDWLRQ�RFFXUV�ZKHQ�ILUPV�SULFH�VLPLODU�SURGXFWV�EDVHG�RQ�ZKDW�LQGLYLGXDO�FXVWRPHUV�
RU�JURXSV�RI�FXVWRPHUV��DUH�ZLOOLQJ�WR�SD\�IRU�WKH�SURGXFW���7KXV��DQ�DLUOLQH�LV�DEOH�WR�VHOO�D�VHDW�RQ�D�SDUWLFXODU
IOLJKW�DW�GLIIHUHQW�SULFHV�WR�EXVLQHVV�WUDYHOOHUV�YHUVXV�OHLVXUH�WUDYHOOHUV�

7��:LWK�FRQFXUUHQW�PHUJHU�H[DPLQDWLRQV�XQGHUZD\��WKH�FRQFHQWUDWLRQ�UDWLRV�ZLOO�EH�FDOFXODWHG
DVVXPLQJ�WKDW�ERWK�WUDQVDFWLRQV�ZHUH�WR�SURFHHG�

D�VLQJOH�PDUNHW�RFFXUV�ZKHQ�WKHVH�DUH�FORVHO\�VXEVWLWXWDEOH�IRU�HDFK�RWKHU��IURP�WKH

YLHZSRLQW�RI�FXVWRPHUV���:KHUH�SULFH�GLVFULPLQDWLRQ�LV�SRVVLEOH��SURGXFW�PDUNHWV�ZLOO�EH

IXUWKHU�UHODWHG�WR�SDUWLFXODU�W\SHV�RI�FXVWRPHUV����

��� 7KH�JHRJUDSKLF�ERXQGDULHV�RI�WKH�UHOHYDQW�PDUNHW�DUH�GHWHUPLQHG�LQ�D�VLPLODU

PDQQHU��WKH�JHRJUDSKLF�PDUNHW�LQFOXGHV�DOO�DUHDV�LQ�ZKLFK�WKHUH�DUH�VXSSOLHUV�WR�ZKLFK

FXVWRPHUV�ZRXOG�OLNHO\�WXUQ�LQ�UHVSRQVH�WR�DQ�DWWHPSW�E\�WKH�PHUJLQJ�ILUPV�WR�H[HUFLVH

PDUNHW�SRZHU���7KH�VL]H�RI�D�JHRJUDSKLF�PDUNHW�YDULHV�ZLWK�WKH�FKDUDFWHULVWLFV�RI�D�SURGXFW

DQG�WKH�FXVWRPHU��DQG�DOVR�WKH�PHDQV�RI�GLVWULEXWLQJ�WKH�SURGXFW���$V�D�UHVXOW��RQH�ZRXOG

H[SHFW�WKDW�GLIIHUHQW�JHRJUDSKLF�PDUNHWV�ZLOO�EH�DVVRFLDWHG�ZLWK�GLIIHUHQW�SURGXFWV�

��� 7KH�QH[W�VWDJH�LQ�WKH�DQDO\VLV�LV�WKH�DSSOLFDWLRQ�RI�PDUNHW�VKDUH�DQG

FRQFHQWUDWLRQ�WKUHVKROGV��ZKLFK�GLVWLQJXLVK�PHUJHUV�WKDW�DUH�XQOLNHO\�WR�KDYH

DQWL�FRPSHWLWLYH�FRQVHTXHQFHV�IURP�PHUJHUV�WKDW�UHTXLUH�IXUWKHU�DQDO\VLV���*HQHUDOO\�

PHUJHUV�ZLOO�QRW�EH�FKDOOHQJHG�RQ�WKH�EDVLV�RI�FRQFHUQV�UHODWLQJ�WR�WKH�XQLODWHUDO�H[HUFLVH�RI

PDUNHW�SRZHU�ZKHUH�WKH�SRVW�PHUJHU�PDUNHW�VKDUH�RI�WKH�PHUJLQJ�SDUWLHV�ZRXOG�EH�OHVV�WKDQ

���SHU�FHQW��DQG�PHUJHUV�ZLOO�QRW�EH�FKDOOHQJHG�RQ�WKH�EDVLV�RI�FRQFHUQV�UHODWLQJ�WR�WKH

LQWHUGHSHQGHQW�H[HUFLVH�RI�PDUNHW�SRZHU�ZKHUH�WKH�VKDUH�RI�WKH�PDUNHW�DFFRXQWHG�IRU�E\�WKH

ODUJHVW�IRXU�ILUPV�LQ�WKH�PDUNHW�SRVW�PHUJHU�ZRXOG�EH�OHVV�WKDQ����SHU�FHQW�DQG�WKH�PHUJLQJ

SDUWLHV�ZRXOG�KROG�OHVV�WKDQ����SHU�FHQW�RI�WKH�PDUNHW����

��� 6KRXOG�WKH�%XUHDX·V�UHYLHZ�RI�D�EDQN�PHUJHU�LQGLFDWH�WKDW�ORFDO�JHRJUDSKLF

PDUNHWV�H[LVW�IRU�FHUWDLQ�SURGXFWV��WKH�%XUHDX�ZLOO�QHHG�WR�H[SHGLWH�LWV�UHYLHZ�E\�HPSOR\LQJ

DQ�LQLWLDO�VFUHHQLQJ�WHVW�JLYHQ�WKH�ODUJH�QXPEHU�RI�EUDQFKHV�ZKLFK�DQ\�RI�WKH�6FKHGXOH�,

EDQNV�RSHUDWH���7KH�SXUSRVH�RI�VXFK�D�VFUHHQ�LV�WR�TXLFNO\�HOLPLQDWH�IURP�IXUWKHU�UHYLHZ�WKH
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8  0RUH�DFFXUDWHO\��PDUNHW�VKDUHV�DQG�FRQFHQWUDWLRQ�WKUHVKROG�WHVWV�DUH�DSSOLHG�WR�WKH�UHOHYDQW
PDUNHWV�GHILQHG�DURXQG�WKH�SURGXFWV�WKDW�IDLO�WKH�LQLWLDO�WKUHVKROG�WHVW��DQG�WKH�FRPSOHWH�DQDO\VLV�LV�FRQGXFWHG
IRU�WKH�PDUNHWV�LQ�ZKLFK�WKH�WKUHVKROGV�DUH�VXUSDVVHG�

SURGXFWV�DQG�JHRJUDSKLF�DUHDV�ZKLFK�DUH�QRW�OLNHO\�WR�JLYH�ULVH�WR�FRPSHWLWLRQ�FRQFHUQV�LQ

RUGHU�WR�IRFXV�WKH�%XUHDX·V�UHYLHZ����7KLV�LQLWLDO�VFUHHQ�LV�GHVFULEHG�LQ�SDUDJUDSKV����WR�����

7KH�SURGXFWV�DQG�JHRJUDSKLF�DUHDV�ZKLFK��IDLO��WKH�LQLWLDO�VFUHHQ�DUH�WKHQ�VXEMHFW�WR�D

FRPSOHWH�FRPSHWLWLYH�HIIHFWV�DQDO\VLV�.

��� ,Q�WKH�EDQNLQJ�LQGXVWU\��DV�LQ�RWKHU�LQGXVWULHV��DQ\�UHYLHZ�RI�D�PHUJHU�KDV�WR

FRQVLGHU�UHFHQW�WUHQGV�LQ�WHFKQRORJ\��UHJXODWLRQ��DQG�RWKHU�IDFWRUV�WKDW�RFFXU�LQGHSHQGHQWO\

RI�D�PHUJHU��EXW�WKDW�DUH�OLNHO\�WR�KDYH�DQ�LPSDFW�RQ�WKH�FRPSHWLWLYH�HIIHFWV�RI�D�PHUJHU��

7KHVH�GHYHORSPHQWV�PD\��IRU�H[DPSOH��UHVXOW�LQ�WKH�LQWURGXFWLRQ�RI�QHZ�VDYLQJV�DQG�ORDQ

YHKLFOHV�RU�QHZ�PHDQV�RI�GLVWULEXWLRQ��SRVVLEO\�E\�VXSSOLHUV�ZKR�DUH�QRW�FXUUHQWO\�PDUNHW

SDUWLFLSDQWV���7KH�GHOLQHDWLRQ�RI�UHOHYDQW�PDUNHWV�DQG�WKH�FDOFXODWLRQ�RI�PDUNHW�VKDUHV�DQG

FRQFHQWUDWLRQ�OHYHOV�RQ�WKH�EDVLV�RI�H[LVWLQJ�SURGXFWV�DQG�VXSSOLHUV�PD\�WKHUHIRUH�QRW

DFFXUDWHO\�UHIOHFW�WKH�OLNHO\�FRPSHWLWLYH�HIIHFWV�RI�D�PHUJHU���,Q�HYDOXDWLQJ�WKH�FRPSHWLWLYH

VLJQLILFDQFH�RI�VXFK�FKDQJHV�LQ�PDUNHW�FRQGLWLRQV��WKH�%XUHDX�ZLOO�FRQVLGHU�ZKHWKHU�WKHVH

FKDQJHV�DUH�OLNHO\��WLPHO\��DQG�VXIILFLHQW�WR�RIIVHW�DQ\�HQKDQFHPHQW�RI�PDUNHW�SRZHU�WKDW

ZRXOG�RWKHUZLVH�DULVH�EHFDXVH�RI�WKH�PHUJHU���7KH�XVH�RI�HOHFWURQLF�EDQNLQJ�LV�RI�SDUWLFXODU

LPSRUWDQFH�LQ�WKLV�UHJDUG��DQG�ZLOO�EH�YHU\�FDUHIXOO\�DVVHVVHG�E\�WKH�%XUHDX���(TXDOO\

LPSRUWDQW�ZLOO�EH�WKH�UHFRPPHQGDWLRQV�RI�WKH�7DVN�)RUFH�RQ�WKH�)XWXUH�RI�&DQDGLDQ

)LQDQFLDO�6HUYLFHV�6HFWRU�ZKLFK�PD\�DOWHU�WKH�FXUUHQW�UHJXODWRU\�HQYLURQPHQW��

��� 7KH�UHPDLQGHU�RI�WKLV�GRFXPHQW�LV�VWUXFWXUHG�DV�IROORZV���7KH�QH[W�VHFWLRQ

GLVFXVVHV�WKH�GHILQLWLRQ�RI�D��PHUJHU��DV�VWDWHG�LQ�VHFWLRQ������7KLV�LV�IROORZHG�E\�D

GHVFULSWLRQ�RI�WKH�DQWL�FRPSHWLWLYH�WKUHVKROG�IRU�PHUJHUV��UHOHYDQW�SURGXFW�DQG�JHRJUDSKLF

PDUNHW�GHILQLWLRQ��PDUNHW�VKDUH�DQG�FRQFHQWUDWLRQ�OHYHO�FDOFXODWLRQ�DV�ZHOO�DV�WKH�%XUHDX
V

LQLWLDO�VFUHHQLQJ�WHVW��DQG�WKH�IDFWRUV�WKDW�DUH�XVHG�WR�DVVHVV�WKH�OLNHOLKRRG�WKDW�D�PHUJHU�ZLOO



Competition Bureau Page 7
Bank Merger Enforcement Guidelines

OHVVHQ�RU�SUHYHQW�FRPSHWLWLRQ�VXEVWDQWLDOO\���7KH�ODVW�VHFWLRQ�GHDOV�ZLWK�WKH�HIILFLHQF\

H[FHSWLRQ���

��� :KLOH�WKH�DXWKRULW\�RI�ERWK�WKH�'LUHFWRU�DQG�WKH�0LQLVWHU�RI�)LQDQFH�DUH

VSHOOHG�RXW�LQ�WKH�&RPSHWLWLRQ�$FW�DQG�WKH�%DQN�$FW��ERWK�DFWV�DUH�VLOHQW�RQ�KRZ�WKH�'LUHFWRU

DQG�WKH�0LQLVWHU�VKRXOG�LQWHUDFW�DQG�KRZ�WKLV�SURFHVV�VKRXOG�XQIROG���7R�HQVXUH�WKDW�WKH

PHUJLQJ�SDUWLHV�DUH�LQIRUPHG�RI�ERWK�WKH�FRPSHWLWLRQ�DQG�RWKHU�SXEOLF�LQWHUHVW�FRQFHUQV�LQ

DQ�HIILFLHQW��SUHGLFWDEOH�DQG�WUDQVSDUHQW�PDQQHU��$QQH[�,��DWWDFKHG�KHUHWR��VHWV�RXW�WKH

EDQNLQJ�PHUJHU�UHYLHZ�SURFHVV�WR�EH�HPSOR\HG�E\�WKH�&RPSHWLWLRQ�%XUHDX�

7+(�'(),1,7,21�2)��0(5*(5�

��� 6HFWLRQ����RI�WKH�$FW�GHILQHV�D�PHUJHU�DV�DQ\�WUDQVDFWLRQ�LQ�ZKLFK�FRQWURO

RYHU��RU�D�VLJQLILFDQW�LQWHUHVW�LQ��WKH�ZKROH�RU�D�SDUW�RI�D�EXVLQHVV�RI�DQRWKHU�SHUVRQ�LV

DFTXLUHG�RU�HVWDEOLVKHG���:LWK�UHVSHFW�WR�FRUSRUDWLRQV���FRQWURO��LV�H[SOLFLWO\�GHILQHG�LQ

VHFWLRQ������RI�WKH�$FW�WR�PHDQ�GH�MXUH�FRQWURO��L�H���D�GLUHFW�RU�LQGLUHFW�KROGLQJ�RI�PRUH�WKDQ

���SHUFHQW�RI�WKH�YRWHV�WKDW�PD\�EH�FDVW�WR�HOHFW�GLUHFWRUV�RI�WKH�FRUSRUDWLRQ��DQG�ZKLFK�DUH

VXIILFLHQW�WR�HOHFW�D�PDMRULW\�RI�VXFK�GLUHFWRUV���$OWKRXJK�VLJQLILFDQW�LQWHUHVW�LV�QRW�GHILQHG�LQ

WKH�$FW��WKH�%XUHDX
V�SRVLWLRQ�LV�WKDW�D��VLJQLILFDQW�LQWHUHVW��LQ�WKH�ZKROH�RU�D�SDUW�RI�D

EXVLQHVV�LV�KHOG�ZKHQ�RQH�RU�PRUH�SHUVRQV�KDYH�WKH�DELOLW\�WR�PDWHULDOO\�LQIOXHQFH�WKH

HFRQRPLF�EHKDYLRXU��H�J���GHFLVLRQV�UHODWLQJ�WR�SULFLQJ��SXUFKDVLQJ��GLVWULEXWLRQ��PDUNHWLQJ

RU�LQYHVWPHQW��RI�WKDW�EXVLQHVV�RU�RI�D�SDUW�RI�WKDW�EXVLQHVV���*LYHQ�WKH�UDQJH�RI�PDQDJHPHQW

DQG�RZQHUVKLS�VWUXFWXUHV�ZKLFK�H[LVW��D�GHWHUPLQDWLRQ�RI�ZKHWKHU�D�VLJQLILFDQW�LQWHUHVW�LV

OLNHO\�WR�EH�DFTXLUHG�RU�HVWDEOLVKHG�PXVW�EH�PDGH�RQ�D�FDVH�E\�FDVH�EDVLV���

7+(�$17,�&203(7,7,9(�7+5(6+2/'

��� 6HFWLRQ�������RI�WKH�$FW�SURYLGHV�WKDW�WKH�7ULEXQDO�PD\�PDNH�DQ�RUGHU�LQ

UHVSHFW�RI�D�PHUJHU�ZKHUH�LW�ILQGV�WKDW�WKH�PHUJHU��SUHYHQWV�RU�OHVVHQV��RU�LV�OLNHO\�WR�SUHYHQW
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RU�OHVVHQ��FRPSHWLWLRQ�VXEVWDQWLDOO\����$�SUHYHQWLRQ�RU�OHVVHQLQJ�RI�FRPSHWLWLRQ�FDQ�RQO\

UHVXOW�IURP�D�PHUJHU�ZKHUH�WKH�SDUWLHV�WR�WKH�PHUJHU�DUH��RU�ZRXOG�OLNHO\�EH��DEOH�WR�H[HUFLVH

D�JUHDWHU�GHJUHH�RI�PDUNHW�SRZHU��XQLODWHUDOO\�RU�LQWHUGHSHQGHQWO\�ZLWK�RWKHUV��WKDQ�LI�WKH

PHUJHU�GLG�QRW�SURFHHG��

��� 0DUNHW�SRZHU�UHIHUV�WR�WKH�DELOLW\�RI�ILUPV�WR�SURILWDEO\�LQIOXHQFH�SULFH�

TXDOLW\��YDULHW\��VHUYLFH��DGYHUWLVLQJ��LQQRYDWLRQ�RU�RWKHU�GLPHQVLRQV�RI�FRPSHWLWLRQ���7KH

H[HUFLVH�RI�PDUNHW�SRZHU�E\�D�EDQN�RU�EDQNV�FRXOG�EH�PDQLIHVWHG�LQ�QXPHURXV�ZD\V�

LQFOXGLQJ�D�UHGXFWLRQ�LQ�LQWHUHVW�UDWHV�RU�DQ�LQFUHDVH�LQ�WKH�VHUYLFH�IHHV�FKDUJHG�RQ�GHPDQG

GHSRVLWV��FUHGLW�FDUGV��5563V��EURNHUDJH�IHHV�RU�RWKHU�LQYHVWPHQW�YHKLFOHV��DQ�LQFUHDVH�LQ

LQWHUHVW�UDWHV�RQ�ORDQV�RU�PRUWJDJHV�RU�D�WLJKWHQLQJ�RI�WKH�FRQGLWLRQV�IRU�REWDLQLQJ

ILQDQFLQJ��DQ�LQFUHDVH�LQ�WKH�IHHV�FKDUJHG�WR�UHWDLO�EXVLQHVVHV�IRU�SRLQW�RI�VDOH�WHUPLQDOV�RU�IRU

FUHGLW�FDUG�SXUFKDVHV��RU�DQ�LQFUHDVH�LQ�WKH�SULFH�RI�RWKHU�VHUYLFHV���$Q�H[HUFLVH�RI�PDUNHW

SRZHU�FDQ�DOVR�UHVXOW�LQ�D�ORZHULQJ�RI�SURGXFW�TXDOLW\�RU�VHUYLFH�DQG�D�ORVV�LQ�WKH�YDULHW\�RI

DYDLODEOH�SURGXFWV���,Q�DOO�FDVHV��WKH�SULFHV�XVHG�LQ�WKH�DQDO\VLV�DUH�DFWXDO�WUDQVDFWLRQ�SULFHV�

UDWKHU�WKDQ�SRVWHG�SULFHV���

/HVVHQLQJ�&RPSHWLWLRQ

��� $�PHUJHU�DPRQJ�EDQNV�FDQ�OHVVHQ�FRPSHWLWLRQ�LI�LW�HQDEOHV�WKH�PHUJHG�HQWLW\

WR�XQLODWHUDOO\�UDLVH�SULFH��RU�LI�LW�LV�OLNHO\�WR�EULQJ�DERXW�D�SULFH�LQFUHDVH�DV�D�UHVXOW�RI

LQFUHDVHG�VFRSH�IRU�LQWHUGHSHQGHQW�EHKDYLRXU�LQ�WKH�PDUNHW���,QWHUGHSHQGHQW�EHKDYLRXU

LQFOXGHV�DQ�XQGHUVWDQGLQJ�DPRQJ�ILUPV�LQ�WKH�PDUNHW�WR�SURILWDEO\�LQFUHDVH�SULFH�RU�WR

FRPSHWH�OHVV�YLJRURXVO\���&RPSHWLWLRQ�FDQ�DOVR�EH�OHVVHQHG�LI�WKH�PHUJHU�DOORZV�ILUPV�WR

SURILWDEO\�ORZHU�TXDOLW\�RU�VHUYLFH��RU�WR�UHGXFH�SURGXFW�YDULHW\�

3UHYHQWLQJ�&RPSHWLWLRQ
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��� &RPSHWLWLRQ�FDQ�DOVR�EH�SUHYHQWHG�E\�FRQGXFW�WKDW�LV�HLWKHU�XQLODWHUDO�RU

LQWHUGHSHQGHQW���&RPSHWLWLRQ�FDQ�EH�SUHYHQWHG�DV�D�UHVXOW�RI�XQLODWHUDO�EHKDYLRXU�ZKHUH�D

PHUJHU�HQDEOHV�D�VLQJOH�ILUP�WR�PDLQWDLQ�KLJKHU�SULFHV�WKDQ�ZKDW�ZRXOG�H[LVW�LQ�DEVHQFH�RI

WKH�PHUJHU��E\�KLQGHULQJ�RU�LPSHGLQJ�WKH�GHYHORSPHQW�RI�LQFUHDVHG�FRPSHWLWLRQ���)RU

H[DPSOH��WKH�DFTXLVLWLRQ�RI�DQ�LQFUHDVLQJO\�YLJRURXV�FRPSHWLWRU�LQ�WKH�PDUNHW�RU�RI�D

SRWHQWLDO�HQWUDQW�ZRXOG�OLNHO\�LPSHGH�WKH�GHYHORSPHQW�RI�JUHDWHU�FRPSHWLWLRQ�LQ�WKH�UHOHYDQW

PDUNHW���6LWXDWLRQV�ZKHUH�D�PDUNHW�OHDGHU�SUH�HPSWV�WKH�DFTXLVLWLRQ�RI�WKH�DFTXLUHH�E\

DQRWKHU�FRPSHWLWRU��RU�ZKHUH�D�SRWHQWLDO�HQWUDQW�DFTXLUHV�DQ�H[LVWLQJ�EXVLQHVV�LQVWHDG�RI

HVWDEOLVKLQJ�QHZ�IDFLOLWLHV��FDQ�\LHOG�D�VLPLODU�UHVXOW���&RPSHWLWLRQ�FDQ�DOVR�EH�SUHYHQWHG

ZKHUH�D�PHUJHU�ZLOO�LQKLELW�WKH�GHYHORSPHQW�RI�JUHDWHU�ULYDOU\�LQ�D�PDUNHW�DOUHDG\

FKDUDFWHUL]HG�E\�LQWHUGHSHQGHQW�EHKDYLRXU���7KLV�FDQ�RFFXU��IRU�H[DPSOH��DV�D�UHVXOW�RI�WKH

DFTXLVLWLRQ�RI�D�IXWXUH�HQWUDQW�RU�RI�DQ�LQFUHDVLQJO\�YLJRURXV�LQFXPEHQW�LQ�D�KLJKO\�VWDEOH

PDUNHW�

6XEVWDQWLDOLW\

��� ,Q�DVVHVVLQJ�ZKHWKHU�FRPSHWLWLRQ�LV�OLNHO\�WR�EH�SUHYHQWHG�RU�OHVVHQHG

VXEVWDQWLDOO\��WKH�%XUHDX�JHQHUDOO\�HYDOXDWHV�WKH�OLNHO\�PDJQLWXGH��VFRSH�DQG�GXUDWLRQ�RI�DQ\

SULFH�LQFUHDVH�RU�UHGXFWLRQ�LQ�TXDOLW\��VHUYLFH�RU�YDULHW\�WKDW�LV�DQWLFLSDWHG�WR�UHVXOW�IURP�WKH

PHUJHU���,Q�JHQHUDO��D�SUHYHQWLRQ�RU�OHVVHQLQJ�RI�FRPSHWLWLRQ�ZLOO�EH�FRQVLGHUHG�WR�EH

�VXEVWDQWLDO��ZKHUH�WKH�SULFH�RI�WKH�UHOHYDQW�SURGXFW�LV�OLNHO\�WR�EH�PDWHULDOO\�JUHDWHU��LQ�D

VXEVWDQWLDO�SDUW�RI�WKH�UHOHYDQW�PDUNHW�WKDQ�LW�ZRXOG�EH�LQ�WKH�DEVHQFH�RI�WKH�PHUJHU��DQG

ZKHUH�WKLV�SULFH��TXDOLW\��VHUYLFH�RU�YDULHW\�GLIIHUHQWLDO�ZRXOG�QRW�OLNHO\�EH�HOLPLQDWHG�ZLWKLQ

WZR�\HDUV�E\�QHZ�RU�LQFUHDVHG�FRPSHWLWLRQ�IURP�H[LVWLQJ�RU�QHZ�FRPSHWLWRUV���7KH�%XUHDX�LV

QRW�FRQILQHG�WR�SULFLQJ�PHDVXUHV�DQG�ZLOO�FRQVLGHU�DQ\�LPSDFW�RQ�TXDOLW\��VHUYLFH��RU�YDULHW\�

WR�WKH�GHJUHH�WKDW�FRPSHWLWLRQ�LV�VXEVWDQWLDOO\�OHVVHQHG�RU�SUHYHQWHG�



Competition Bureau Page 10
Bank Merger Enforcement Guidelines

9 $QWLWUXVW�'LYLVLRQ�RI�WKH�8�6��'HSDUWPHQW�RI�-XVWLFH�DQG�8�6��)HGHUDO�7UDGH�&RPPLVVLRQ
+RUL]RQWDO�0HUJHU�*XLGHOLQHV��$SULO��������� 

0$5.(7�'(),1,7,21�

��� 7KH�ILUVW�VWDJH�LQ�WKH�%XUHDX
V�UHYLHZ�RI�D�PHUJHU�LQYROYHV�GHILQLQJ�WKH�UHOHYDQW

PDUNHW�RU�PDUNHWV�LQ�ZKLFK�WKH�PHUJLQJ�SDUWLHV�RSHUDWH���%DQNV�VXSSO\�D�ODUJH�QXPEHU�RI

SURGXFWV�WR�GLIIHUHQW�W\SHV�RI�FXVWRPHUV��WKURXJK�YDULRXV�PHDQV�RI�GLVWULEXWLRQ�DQG�DFURVV�D

ODUJH�QXPEHU�RI�JHRJUDSKLF�DUHDV���$V�D�UHVXOW�WKHUH�DUH�PDQ\�UHOHYDQW�PDUNHWV�ZKLFK�ZLOO

QHHG�WR�DQDO\VHG�LQ�DQ\�UHYLHZ�RI�D�PHUJHU�EHWZHHQ�WZR�6FKHGXOH�,�EDQNV���

��� 7KH�%XUHDX�QRUPDOO\�GHILQHV�UHOHYDQW�PDUNHWV�E\�UHIHUHQFH�WR�DFWXDO�DQG

SRWHQWLDO�VRXUFHV�RI�FRPSHWLWLRQ�WKDW�FRQVWUDLQ�WKH�H[HUFLVH�RI�PDUNHW�SRZHU���+RZHYHU��WKH

YDVW�QXPEHU�RI�SURGXFWV�DQG�VHUYLFHV�RIIHUHG�E\�EDQNV��DQG�WKH�VLPLODULW\�LQ�WKH�LQSXWV�WKDW

DUH�UHTXLUHG�WR�RIIHU�PDQ\�RI�WKHVH�SURGXFWV��PDNH�LW�GLIILFXOW�WR�LGHQWLI\�DQG�PHDVXUH�WKH

FRQVWUDLQLQJ�HIIHFWV�RI�DOO�SRWHQWLDO�VXSSOLHUV�LQ�D�WLPHO\�PDQQHU���$V�D�UHVXOW��ZKHQ�DQDO\]LQJ

D�EDQN�PHUJHU��UHOHYDQW�SURGXFW�PDUNHWV�DUH�LQLWLDOO\�GHILQHG�E\�DFWXDO�VRXUFHV�RI

FRPSHWLWLRQ���7KH�SRWHQWLDO�FRQVWUDLQLQJ�LQIOXHQFH�RI�ILUPV�WKDW�FDQ�SDUWLFLSDWH�LQ�WKH�PDUNHW

WKURXJK�D�VXSSO\�UHVSRQVH�LV�FRQVLGHUHG�VXEVHTXHQW�WR�DQ�LQLWLDO�PDUNHW�GHILQLWLRQ���7KH

VXSSOLHUV�WKDW�ZLOO�OLNHO\�EH�DGGHG�WR�WKH�PDUNHW�ZLWKLQ�D�\HDU�DUH�LQFOXGHG�LQ�PDUNHW�VKDUH

FDOFXODWLRQV���7KLV�DSSURDFK�WR�PHUJHU�DVVHVVPHQW�LV�FRQVLVWHQW�ZLWK�WKH�DSSURDFK�DUWLFXODWHG

LQ�WKH�0(*V��EXW�FRQVLGHUV�VXSSO\�VXEVWLWXWLRQ�DW�D�GLIIHUHQW�VWDJH�LQ�WKH�DQDO\VLV���,W�LV�DOVR

FRQVLVWHQW�ZLWK�WKH�PHUJHU�UHYLHZ�SURFHVV�XQGHUWDNHQ�E\�WKH�$QWLWUXVW�'LYLVLRQ�RI�WKH�8�6�

'HSDUWPHQW�RI�-XVWLFH����

��� 7KH�PDLQ�DGYDQWDJH�RI�XVLQJ�WKLV�DSSURDFK�LQ�D�EDQN�PHUJHU�DVVHVVPHQW�LV�WKDW

LW�DOORZV�WKH�%XUHDX�WR�TXLFNO\�LGHQWLI\�WKH�PDUNHWV�LQ�ZKLFK�WKHUH�DUH�OLNHO\�WR�EH�FRQFHUQV

UHJDUGLQJ�PDUNHW�SRZHU�DULVLQJ�IURP�WKH�PHUJHU���7KH�PDUNHW�VKDUH�DQG�FRQFHQWUDWLRQ

WKUHVKROGV�GLVFXVVHG�DERYH�ZLOO�LQLWLDOO\�EH�DSSOLHG�WR�UHOHYDQW�PDUNHWV�GHILQHG�ZLWK�UHIHUHQFH
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10��$V�QRWHG�HDUOLHU, ZLWK�FRQFXUUHQW�PHUJHU�H[DPLQDWLRQV�XQGHUZD\��WKH�FRQFHQWUDWLRQ�UDWLRV�ZLOO�EH
FDOFXODWHG�DVVXPLQJ�WKDW�ERWK�WUDQVDFWLRQV�ZHUH�WR�SURFHHG�

11  7KH�FDOFXODWLRQ�RI�OLNHO\�VXSSO\�UHVSRQVHV�LV�GLVFXVVHG�LQ�SDUDJUDSKV����WR����

WR�GHPDQG�VXEVWLWXWLRQ�����8QOHVV�WKHUH�LV�LQIRUPDWLRQ�WR�VXJJHVW�RWKHUZLVH��SURGXFW�DQG

JHRJUDSKLF�PDUNHWV�IRU�ZKLFK�WKH�WKUHVKROGV�DUH�QRW�VXUSDVVHG�ZLOO�EH�JLYHQ�QR�IXUWKHU

FRQVLGHUDWLRQ���)RU�SURGXFW�DQG�JHRJUDSKLF�PDUNHWV�ZKHUH�WKH�WKUHVKROGV�DUH�VXUSDVVHG��WKH

VXSSO\�RI�RXWSXW�WKDW�LV�OLNHO\�WR�EH�DGGHG�WR�WKH�PDUNHW�E\�ILUPV�QRW�FXUUHQWO\�SURGXFLQJ

RXWSXW�LQ�WKH�PDUNHW��EXW�OLNHO\�WR�GR�VR�ZLWKLQ�D�\HDU�DQG�ZLWKRXW�LQFXUULQJ�VLJQLILFDQW

VWDUW�XS�FRVWV��ZLOO�EH�FDOFXODWHG�����0DUNHW�VKDUHV�DQG�FRQFHQWUDWLRQ�OHYHOV�ZLOO�WKHQ�EH

UH�FDOFXODWHG���7KH�SRWHQWLDO�FRQVWUDLQLQJ�LQIOXHQFH�RI�FRPSHWLWLRQ�IURP�VHOOHUV�ZKR�ZRXOG

QRW�OLNHO\�UHVSRQG�WR�WKH�SRVWXODWHG�SULFH�LQFUHDVH�LQ�WKH�UHOHYDQW�PDUNHW�ZLWKLQ�RQH�\HDU�LV

FRQVLGHUHG�VXEVHTXHQW�WR�PDUNHW�VKDUH�FDOFXODWLRQ��LQ�FRQQHFWLRQ�ZLWK�WKH�DVVHVVPHQW�RI

IXWXUH�HQWU\�LQWR�WKH�PDUNHW���

��� ,Q�VRPH�FLUFXPVWDQFHV��VHOOHUV�ZLWK�PDUNHW�SRZHU�FDQ�LGHQWLI\�DQG

GLVFULPLQDWH�DJDLQVW�FHUWDLQ�EX\HUV���:KHQ�VXFK�GLVFULPLQDWLRQ�LV�IHDVLEOH��LW�PD\�EH

DSSURSULDWH�WR�GHILQH�UHOHYDQW�PDUNHWV�WKDW�DVVRFLDWH�SURGXFWV�ZLWK�FHUWDLQ�FODVVHV�RI�EX\HUV��

)RU�H[DPSOH��D�EDQN�PD\�EH�DEOH�WR�SURILWDEO\�VHW�KLJKHU�LQWHUHVW�UDWHV�IRU�ORDQV�WR�VPDOOHU

EXVLQHVVHV�WKDQ�IRU�VLPLODU�VL]HG�ORDQV�WR�ODUJHU�FRUSRUDWLRQV��LI�WKH�ODUJHU�FRUSRUDWLRQV�KDYH

JUHDWHU�DFFHVV�WR�DOWHUQDWLYH�VRXUFHV�RI�FDSLWDO���3ULFH�GLVFULPLQDWLRQ�LQ�EDQNLQJ�PDUNHWV�LV

IDFLOLWDWHG�E\�WKH�H[FKDQJH�RI�LQIRUPDWLRQ�EHWZHHQ�EX\HUV�DQG�VHOOHUV����OHQGHUV�QRUPDOO\

UHTXLUH�WKDW�ERUURZHUV�GLVFORVH�FHUWDLQ�LQIRUPDWLRQ��UHODWLQJ�WR�LQFRPH��W\SH�RI�EXVLQHVV�

DVVHWV��HWF��LQ�RUGHU�WR�DVVHVV�ULVN�EHIRUH�ORDQV�DUH�DSSURYHG���/HQGHUV�PD\�XVH�WKLV�W\SH�RI

LQIRUPDWLRQ�WR�GLVWLQJXLVK�ERUURZHUV�ZKR�DUH�OLNHO\�WR�KDYH�DFFHVV�WR�PDQ\�VXEVWLWXWHV�IURP

WKRVH�ZLWK�IHZ�VXEVWLWXWHV�E\�FKDUJLQJ�KLJKHU�ORDQ�UDWHV�IRU�ERUURZHUV�ZLWK�KLJKHU�ULVN�RU
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12  ,Q�FHUWDLQ�OLPLWHG�FLUFXPVWDQFHV��SULFH�GLVFULPLQDWLRQ�PD\�FRQWUDYHQH�VHFWLRQ�������D��RI�WKH
&RPSHWLWLRQ�$FW���7KH�%XUHDX
V�HQIRUFHPHQW�SROLF\�ZLWK�UHVSHFW�WR�SULFH�GLVFULPLQDWLRQ�LV�DUWLFXODWHG�LQ�WKH
'LUHFWRU
V�3ULFH�'LVFULPLQDWLRQ�(QIRUFHPHQW�*XLGHOLQHV�

13  6LJQLILFDQW�LQ�WKLV�FRQWH[W�XVXDOO\�PHDQV�ILYH�SHU�FHQW��DQG�QRQ�WUDQVLWRU\�PHDQV�D�SULFH�LQFUHDVH
ODVWLQJ�DW�OHDVW�RQH�\HDU�

LQHODVWLF�GHPDQGV�����,Q�VXFK�FDVHV��DQ�DVVHVVPHQW�RI�WKH�FRPSHWLWLYH�HIIHFWV�RI�D�PHUJHU

ZRXOG�WDNH�LQWR�DFFRXQW�WKH�SRWHQWLDO�GLIIHUHQWLDO�HIIHFWV�RI�WKH�PHUJHU�RQ�YDULRXV�FXVWRPHUV

E\�GHILQLQJ�UHOHYDQW�PDUNHWV�ZLWK�UHIHUHQFH�WR�WKH�FKDUDFWHULVWLFV�RI�EX\HUV���

��� 5HOHYDQW�PDUNHWV�DUH�QRUPDOO\�GHILQHG�WKURXJK�XVH�RI�WKH��K\SRWKHWLFDO

PRQRSROLVW��WHVW���8QGHU�WKLV�WHVW��D�UHOHYDQW�PDUNHW�LV�WKH�VPDOOHVW�JURXS�RI�SURGXFWV��ZKLFK

LQFOXGHV�WKRVH�RI�WKH�PHUJLQJ�ILUPV��DQG�WKH�VPDOOHVW�JHRJUDSKLF�DUHD�VXFK�WKDW�D�VROH

VXSSOLHU�RI�WKHVH�SURGXFWV�FRXOG�SURILWDEO\�PDLQWDLQ�D�VPDOO�EXW�VLJQLILFDQW��QRQ�WUDQVLWRU\

SULFH�LQFUHDVH�WKDQ�ZRXOG�SUHYDLO�DEVHQW�WKH�PHUJHU�����7KH�K\SRWKHWLFDO�PRQRSROLVW�WHVW�LV

DSSOLHG�WR�GHILQH�ERWK�WKH�SURGXFW�DQG�JHRJUDSKLF�ERXQGDULHV�RI�WKH�UHOHYDQW�PDUNHW���

��� ,Q�JHQHUDO��WKH�EDVH�SULFH�WKDW�LV�HPSOR\HG�LQ�SRVWXODWLQJ�D�VLJQLILFDQW�DQG�QRQ�

WUDQVLWRU\�SULFH�LQFUHDVH�LV�ZKDWHYHU�LV�RUGLQDULO\�FRQVLGHUHG�WR�EH�WKH�SULFH�RI�WKH�SURGXFW��

$V�WKH�EDVH�SULFH�IRU�ORDQV�DQG�GHSRVLWV��WKH�%XUHDX�ZLOO�XVH�WKH�LQWHUHVW�UDWH��RU�DOWHUQDWLYHO\�

WKH�WRWDO�LQWHUHVW�SDLG�RQ�D�ORDQ�RU�UHFHLYHG�IRU�D�GHSRVLW���7KH�EDVH�SULFH�IRU�GHSRVLWV�DQG

ORDQV�PD\�DOVR�LQFOXGH�DQ\�UHOHYDQW�VHUYLFH�IHHV���)RU�RWKHU�W\SHV�RI�WUDQVDFWLRQV�ZKHUH�WKH

EDQNV�SURYLGH�VRPH�VHUYLFH��VXFK�DV�ZHDOWK�PDQDJHPHQW��HWF���WKH�EDVH�SULFH�ZLOO�EH�WKH

VHUYLFH�IHH�

7KH�3URGXFW�'LPHQVLRQ

��� 7KH�SXUSRVH�RI�GHILQLQJ�UHOHYDQW�PDUNHWV�LV�WR�LGHQWLI\�WKH�VXSSOLHUV�ZLWK

ZKLFK�WKH�PHUJLQJ�SDUWLHV�FRPSHWH���(DFK�UHOHYDQW�PDUNHW�LQFOXGHV�DOO�VXEVWLWXWH�SURGXFWV

DQG�VHUYLFHV�WR�ZKLFK�FRQVXPHUV�ZRXOG�OLNHO\�WXUQ�LQ�UHVSRQVH�WR�D�VLJQLILFDQW�DQG
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14  2U�D�GHFUHDVH�LQ�LQWHUHVW�UDWHV�LQ�WKH�FDVH�RI�GHSRVLWV�

15  7KHVH�DUH�GLVFXVVHG�PRUH�IXOO\�LQ�VHFWLRQ�������RI�WKH�0(*V�

QRQ�WUDQVLWRU\�SULFH�LQFUHDVH�RQ�WKH�SDUW�RI�WKH�PHUJLQJ�EDQNV�����*HQHUDOO\�VSHDNLQJ�

SURGXFWV�DUH�SODFHG�LQ�VHSDUDWH�SURGXFW�PDUNHWV�LI�FRQVXPHUV�DUH�XQZLOOLQJ�DQG�RU�XQDEOH�WR

VZLWFK�IURP�RQH�WR�WKH�RWKHU�LQ�UHVSRQVH�WR�D�FKDQJH�LQ�UHODWLYH�SULFHV������ :KHQ�GHILQLQJ

UHOHYDQW�SURGXFW�PDUNHWV��WKH�%XUHDX�ZLOO�FRQVLGHU�WKH�IROORZLQJ�IDFWRUV���YLHZV��VWUDWHJLHV�

EHKDYLRXU�DQG�LGHQWLW\�RI�EX\HUV��WUDGH�YLHZV��VWUDWHJ\�DQG�EHKDYLRXU��HQG�XVH�RI�SURGXFWV�

SK\VLFDO�DQG�WHFKQLFDO�FKDUDFWHULVWLFV�RI�SURGXFWV��WKH�FRVWV�LQFXUUHG�E\�EX\HUV�LQ�VZLWFKLQJ

IURP�RQH�SURGXFW�WR�DQRWKHU��DQG��WKH�UHODWLRQVKLS�EHWZHHQ�WKH�SULFH�PRYHPHQWV�RI

SURGXFWV�DQG�GLIIHUHQFHV�LQ�UHODWLYH�SULFHV�����

��� %DQNV�VXSSO\�SURGXFWV�WKDW�JHQHUDOO\�IDOO�LQWR�RQH�RI�WKH�IROORZLQJ�FDWHJRULHV��

GHSRVLWV��ORDQV��PRUWJDJHV��FUHGLW�FDUGV��EURNHUDJH�VHUYLFHV��DQG�RWKHU�VHUYLFHV��VXFK�DV

ZHDOWK�PDQDJHPHQW���:LWKLQ�HDFK�RI�WKHVH�FDWHJRULHV��WKHUH�PD\�EH�VHSDUDWH�SURGXFWV�RU

JURXSV�RI�SURGXFWV��GLIIHUHQWLDWHG�IURP�RWKHU�SURGXFWV��WKDW�FRQVWLWXWH�UHOHYDQW�PDUNHWV��

:KHWKHU�RU�QRW�VXFK�D�VXEVHW�RI�SURGXFWV�FRQVWLWXWHV�D�UHOHYDQW�PDUNHW�GHSHQGV�RQ�ZKHWKHU

FXVWRPHUV�DUH�ZLOOLQJ�DQG�RU�DEOH�WR�VXEVWLWXWH�WRZDUGV�RWKHU�SURGXFWV�LQ�UHVSRQVH�WR�D

VLJQLILFDQW�DQG�QRQ�WUDQVLWRU\�SULFH�LQFUHDVH���

��� 8VLQJ�WKH�K\SRWKHWLFDO�PRQRSROLVW�WHVW��D�JLYHQ�VHW�RI�SURGXFWV�FRQVWLWXWHV�D

UHOHYDQW�SURGXFW�PDUNHW�LI�D�VROH�VXSSOLHU�RI�WKHVH�SURGXFWV�FRXOG�SURILWDEO\�UDLVH�SULFHV�E\�D

VPDOO�EXW�VLJQLILFDQW�DPRXQW���7KLV�LV�SRVVLEOH�RQO\�LI�FRQVXPHUV�ZRXOG�QRW�VZLWFK�D

VXIILFLHQW�DPRXQW�RI�GHPDQG�WR�SURGXFWV�RXWVLGH�WKH�VHW�WR�UHQGHU�WKH�SULFH�LQFUHDVH

XQSURILWDEOH���7KH�ERXQGDULHV�RI�WKH�UHOHYDQW�SURGXFW�PDUNHW�WKHUHIRUH�VHSDUDWH�WKH�SURGXFWV

WKDW�DUH�FORVH�VXEVWLWXWHV�IRU�D�JLYHQ�SURGXFW�RI�WKH�PHUJLQJ�EDQNV�IURP�SURGXFWV�WKDW�DUH

QRW�FORVH�VXEVWLWXWHV���3URGXFWV�LQ�WKH�UHOHYDQW�PDUNHW�QHHG�QRW�EH�VXSSOLHG�E\�EDQNV�RU�RWKHU

GHSRVLW�WDNLQJ�LQVWLWXWLRQV��ZKDW�PDWWHUV�IRU�WKH�SXUSRVHV�RI�PDUNHW�GHILQLWLRQ�LV�QRW�WKH
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16  7KLV�LV�QRW�WR�VD\�WKDW�DQ�LQVWLWXWLRQ�WKDW�VXSSOLHV����������ORDQV�FDQQRW�UHVSRQG�WR�D�SURILW
RSSRUWXQLW\�FUHDWHG�E\�DQ�LQFUHDVH�LQ�WKH�LQWHUHVW�UDWH�RQ���������ORDQV���7KH�VXSSO\�UHVSRQVHV�RI�ILUPV�QRW
FXUUHQWO\�VXSSO\LQJ�WKH�PDUNHW�DUH�FRQVLGHUHG�LQ�SDUDJUDSKV����WR�����

LGHQWLW\�RI�WKH�VXSSOLHU��EXW�WKH�FKDUDFWHULVWLFV�RI�WKH�SURGXFWV�DQG�FRQVXPHUV
�ZLOOLQJQHVV�WR

VZLWFK�WKHLU�FRQVXPSWLRQ�IURP�RQH�SURGXFW�WR�DQRWKHU�LQ�UHVSRQVH�WR�FKDQJHV�LQ�UHODWLYH

SULFHV��

��� $V�DQ�H[DPSOH��ORDQV�WKDW�GLIIHU�LQ�WKHLU�VL]H��DPRUWL]DWLRQ��FROODWHUDO��HWF���PD\

QRW�EH�FORVH�HQRXJK�VXEVWLWXWHV�WR�PHULW�LQFOXVLRQ�LQ�WKH�VDPH�UHOHYDQW�PDUNHW���7ZR�ORDQV

ZLWK�GLIIHUHQW�FKDUDFWHULVWLFV�DUH�FRQVLGHUHG�WR�EH�GHPDQG�VXEVWLWXWHV�RQO\�LI�ERUURZHUV

ZRXOG�VZLWFK�IURP�RQH�WR�WKH�RWKHU�LQ�VXIILFLHQW�QXPEHUV�WR�UHQGHU�DQ�LQFUHDVH�LQ�WKH

LQWHUHVW�UDWH�RI�WKH�ILUVW�ORDQ�XQSURILWDEOH���7KXV�HYHQ�ORDQV�IRU�GLIIHUHQW�DPRXQWV�PD\�EH�LQ

VHSDUDWH�PDUNHWV���D�ERUURZHU�ZLOO�QRW�QHFHVVDULO\�VXEVWLWXWH�D����������ORDQ�IRU�D��������

ORDQ�LQ�UHVSRQVH�WR�DQ�LQFUHDVH�LQ�WKH�LQWHUHVW�UDWH�RQ�WKH�ODWWHU�����

��� 6LPLODUO\��GHSRVLWV�WKDW�GLIIHU�LQ�WKHLU�FKDUDFWHULVWLFV��VXFK�DV�VL]H��PDWXULW\��DQG

ULVN��PD\�EH�LQ�VHSDUDWH�SURGXFW�PDUNHWV���'HSRVLWV�ZLWK�GLIIHUHQW�FKDUDFWHULVWLFV�ZLOO�EH

FRQVLGHUHG�WR�EH�LQ�WKH�VDPH�UHOHYDQW�PDUNHW�LI�D�VXIILFLHQW�QXPEHU�RI�GHSRVLWRUV�LV�OLNHO\�WR

VZLWFK�WR�RWKHU�W\SHV�RI�GHSRVLWV�LQ�UHVSRQVH�WR�D�VLJQLILFDQW�GHFUHDVH�LQ�WKH�LQWHUHVW�UDWH

RIIHUHG�

��� $��JURXSLQJ��RI�GLYHUVH�EDQNLQJ�SURGXFWV�PD\�DOVR�FRQVWLWXWH�D�UHOHYDQW

SURGXFW�PDUNHW�HYHQ�WKRXJK�WKH�LQGLYLGXDO�SURGXFWV�ZLWKLQ�WKH�JURXSLQJ�DUH�QRW�UHJDUGHG�DV

FORVH�VXEVWLWXWHV�IRU�HDFK�RWKHU���$�JURXSLQJ�ZRXOG�LQFOXGH�D�VHW�RI�SURGXFWV�DQG�VHUYLFHV

WKDW�EX\HUV�WHQG�WR�SXUFKDVH�IURP�WKH�VDPH�LQVWLWXWLRQ��H�J��5563�LQYHVWPHQWV�SOXV�ORDQV�WR

SXUFKDVH�5563V��RU�PRUWJDJHV�ZLWK�PRUWJDJH�LQVXUDQFH����$�JURXSLQJ�LV�QRW�QHFHVVDULO\

VROG�DV�D�EXQGOH��EXW�WKH�SULFH�RU�DYDLODELOLW\�RI�VRPH�FRPSRQHQWV�RI�WKH�JURXSLQJ�PD\�EH

PRUH�IDYRXUDEOH�IRU�WKH�EX\HU�ZKHQ�SXUFKDVHG�LQ�FRQMXQFWLRQ�ZLWK�RWKHU�SURGXFWV�IURP�WKH

VDPH�LQVWLWXWLRQ�
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17  7KLV�LV�DNLQ�WR�SXUFKDVHV�RI�JURFHULHV�IURP�D�VXSHUPDUNHW�DV�RSSRVHG�WR�SXUFKDVHV�RI�WKH�VDPH
SURGXFWV�LQGLYLGXDOO\�IURP�D�EXWFKHU��JUHHQ�JURFHU��ZDUHKRXVH�FOXE�HWF�

18  7KH�SXUFKDVH�RI�YDULRXV�EDQNLQJ�SURGXFWV�DV�D�JURXS�LV�QRW�QHFHVVDULO\�FDXVHG�E\�WLHG�VHOOLQJ�RQ
WKH�SDUW�RI�EDQNV���7LHG�VHOOLQJ�LV�SURKLELWHG��LQ�FHUWDLQ�FLUFXPVWDQFHV��XQGHU�WKH�WLHG�VHOOLQJ��VHFWLRQ��������
DQG�DEXVH�RI�GRPLQDQFH��VHFWLRQ�����SURYLVLRQV�RI�WKH�&RPSHWLWLRQ�$FW�

19��7KH�8�6��)HGHUDO�5HVHUYH�%RDUG�WUDGLWLRQDOO\�GHILQHV�UHOHYDQW�EDQNLQJ�SURGXFW�PDUNHWV�WR�EH
FOXVWHUV�RI�SURGXFWV�DQG�VHUYLFHV�GHQRWHG�E\�VXFK�WHUPV�DV�´FRPPHUFLDO�EDQNLQJµ�ZLWK�WRWDO�GHSRVLWV�XVHG�DV�D
SUR[\�IRU�WKH�DELOLW\�RI�FRPPHUFLDO�EDQNV�WR�SURYLGH�WKLV�FOXVWHU�WR�EXVLQHVVHV�DQG�KRXVHKROGV���%\�UHMHFWLQJ
WKH�QRWLRQ�WKDW�HDFK�EDQNLQJ�SURGXFW�RU�VHUYLFH�OLQH�PD\�FRQVWLWXWH�D�UHOHYDQW�PDUNHW��WKH�FOXVWHU�DSSURDFK
UHGXFHV�WKH�QXPEHU�RI�FRPSHWLWRUV�FRQVLGHUHG�WR�WKRVH�ZKR�FXUUHQWO\�RU�SRWHQWLDOO\�RIIHU�GHSRVLW�VHUYLFHV���,Q
FRQWUDVW��WKH�$QWLWUXVW�'LYLVLRQ�RI�WKH�8�6��'HSDUWPHQW�RI�-XVWLFH�IRFXVHV�RQ�VSHFLILF�SURGXFWV�RU�VHUYLFHV�WKDW
FXVWRPHUV�ZRXOG�UHJDUG�DV�FORVH�VXEVWLWXWHV��DVVHVVLQJ�DQ\�SDUWLFXODU�EDQN�PHUJHU�DV�D�PHUJHU�RI�PXOWL�

��� $�JURXSLQJ�RI�EDQNLQJ�SURGXFWV�FRQVWLWXWHV�D�UHOHYDQW�PDUNHW�ZKHQ�WKH

LQGLYLGXDO�FRPSRQHQWV�SXUFKDVHG�VHSDUDWHO\�DUH�QRW�D�FORVH�VXEVWLWXWH�IRU�WKH�JURXSLQJ�IRU�D

VLJQLILFDQW�QXPEHU�RI�FXVWRPHUV�����7KLV�ZLOO�EH�WKH�FDVH�ZKHQ�FRQVXPHUV�ZLOO�QRW��LQ

UHVSRQVH�WR�DQ�LQFUHDVH�LQ�WKH�SULFH�RI�D�JURXSLQJ��SXUFKDVH�WKH�YDULRXV�FRPSRQHQWV

VHSDUDWHO\�IURP�GLIIHUHQW�LQVWLWXWLRQV���7KLV�PD\�EH�EHFDXVH�RI�WKH��WUDQVDFWLRQV��FRVWV

DVVRFLDWHG�ZLWK�XVLQJ�D�QXPEHU�RI�VXSSOLHUV��SK\VLFDO�WUDQVSRUWDWLRQ�FRVWV��WKH�WLPH�WDNHQ�WR

PDNH�VHYHUDO�DSSOLFDWLRQV��DQG�HFRQRPLHV�RI�VFRSH���,I�WKH�FRVW�WR�D�VXSSOLHU�RI�SURYLGLQJ�WKH

JURXSLQJ�LV�OHVV�WKDQ�WKH�VXP�RI�WKH�FRVWV�RI�SURYLGLQJ�WKH�FRPSRQHQWV�LQGLYLGXDOO\��WKH

SULFH�D�FRQVXPHU�SD\V�IRU�WKH�HOHPHQWV�SXUFKDVHG�VHSDUDWHO\�LV�OLNHO\�WR�EH�KLJKHU�WKDQ�WKH

SULFH�RI�WKH�JURXSLQJ���

��� 7KH�%XUHDX�ZLOO�FRQGXFW�WKH�QHFHVVDU\�IDFWXDO�HQTXLU\�WR�GHWHUPLQH�ZKHWKHU

FRQVXPHUV�SXUFKDVH�WKHLU�EDQNLQJ�SURGXFWV�LQ�JURXSLQJV�DQG�LI�VR�ZKDW�SURGXFWV�DUH

LQFOXGHG���7KH�%XUHDX�ZLOO�QRW�EH�DVVXPLQJ�D�SULRUL�WKDW�EDQNLQJ�SURGXFW�PDUNHWV�VKRXOG�EH

GHOLQHDWHG�RQ�WKH�EDVLV�RI�SDUWLFXODU�´FOXVWHUVµ�RI�SURGXFWV���7KXV��WKH�DQDO\WLFDO�IUDPHZRUN

DGRSWHG�IRU�SURGXFW�PDUNHW�GHILQLWLRQ�LV�FRQVLVWHQW�ZLWK�WKH�DSSURDFK�RI�WKH�$QWLWUXVW

'LYLVLRQ�RI�WKH�8�6��'HSDUWPHQW�RI�-XVWLFH�DQG�GRHV�QRW�IROORZ�WKH�DSSURDFK�RI�WKH�8�6�

)HGHUDO�5HVHUYH�%RDUG���
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SURGXFW�ILUPV�ZLWK�FXUUHQW�DQG�SRWHQWLDO�FRPSHWLWLRQ�DYDLODEOH�IURP�RWKHU�PXOWL�SURGXFW�RU�VLQJOH�SURGXFW
ILUPV�GHSHQGLQJ�XSRQ�WKH�SURGXFW�XQGHU�FRQVLGHUDWLRQ���

��� :LWK�UHVSHFW�WR�ZKHWKHU�D�JURXSLQJ�RI�SURGXFWV�FRQVWLWXWHV�D�UHOHYDQW�

PDUNHW��WKH�%XUHDX�ZLOO�FRQVLGHU�WKH�IROORZLQJ�LQIRUPDWLRQ�

L� VXUYH\�RU�LQGXVWU\�GDWD�RQ�FRQVXPHUV
�SURSHQVLW\�WR�SXUFKDVH�D�QXPEHU�RI

SURGXFWV�IURP�D�VLQJOH�LQVWLWXWLRQ�

LL� GDWD�RQ�WKH�QXPEHU�RI�SURGXFWV�SXUFKDVHG�SHU�SHUVRQ�DQG�WKH�QXPEHU�RI

SURGXFWV�SXUFKDVHG�IURP�D�JLYHQ�LQVWLWXWLRQ�SHU�SHUVRQ�

LLL� VXUYH\�GDWD�RQ�FRQVXPHU�SUHIHUHQFHV��DQG�

LY� GDWD�RQ�WKH�H[WHQW�WR�ZKLFK�FRQVXPHUV�KDYH�EURNHQ�XS�WKHLU�SXUFKDVHV�RI�D

JURXSLQJ�RI�SURGXFWV�LQ�UHVSRQVH�WR�UHODWLYH�SULFH�FKDQJHV���

7KH�*HRJUDSKLF�'LPHQVLRQ

��� *HRJUDSKLF�PDUNHWV�IRU�YDULRXV�W\SHV�RI�EDQNLQJ�VHUYLFHV�PD\�EH�ORFDO�

UHJLRQDO��QDWLRQDO��RU�LQWHUQDWLRQDO���7KH�VL]H�RI�WKH�JHRJUDSKLF�PDUNHW�IRU�D�SDUWLFXODU

EDQNLQJ�SURGXFW�GHSHQGV�RQ�WKH�H[WHQW�WR�ZKLFK�WKH�EX\HU�YDOXHV�EHLQJ�LQ�FORVH�SUR[LPLW\�WR

WKH�VXSSOLHU���7KLV��LQ�WXUQ�GHSHQGV�XSRQ�WKH�FKDUDFWHULVWLFV�RI�WKH�SURGXFW��WKH

FKDUDFWHULVWLFV�RI�WKH�FXVWRPHU��WKH�PHDQV�RI�GHOLYHULQJ�WKH�SURGXFW��DQG�WKH�QDWXUH�RI�WKH

WUDQVDFWLRQ���,Q�SDUWLFXODU��RQH�QHHGV�WR�HVWDEOLVK�ZKDW�LV�WKH�QHHG�IRU�SHUVRQDO�FRQWDFW

EHWZHHQ�VXSSOLHU�DQG�FXVWRPHU�DQG�ZKDW�DUH�WKH�FRVWV��LQ�WHUPV�RI�WLPH�DQG�WUDQVSRUWDWLRQ�

RI�DFFHVVLQJ�PRUH�GLVWDQW�VXSSOLHUV�IRU�WKH�JLYHQ�SURGXFW���,W�LV�WKH�UHODWLYH�FRVW�RI�SHUVRQDO

FRQWDFW�WKDW�LV�LPSRUWDQW���$�FXVWRPHU�QHHGLQJ�D�VPDOO�ORDQ�PD\�QRW�EH�ZLOOLQJ�WR�WUDYHO

UHJXODUO\�WR�PDNH�SHUVRQDO�FRQWDFW�MXVW�WR�REWDLQ�D�ORDQ�ZLWK�VOLJKWO\�ORZHU�OHQGLQJ�UDWH��

+RZHYHU�IRU�D�ODUJHU�VL]H�ORDQ��WKH�FRVW�RI�WKLV�WUDYHOOLQJ�PD\�EH�ZRUWKZKLOH�
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20  0HUJHU�(QIRUFHPHQW�*XLGHOLQHV��VHFWLRQ�������

��� &RQVXPHUV�RI�FHUWDLQ�W\SHV�RI�EDQNLQJ�SURGXFWV�PD\�EH�XQDEOH�DQG�RU

XQZLOOLQJ�WR�VZLWFK�WR�VXSSOLHUV�RXWVLGH�RI�WKHLU�ORFDO�DUHDV�LQ�UHVSRQVH�WR�DQ�LQFUHDVH�LQ�WKH

SULFHV�RI�WKHVH�SURGXFWV�LQ�WKHLU�RZQ�DUHDV���:KHUH�WKHUH�DUH�VXIILFLHQW�QXPEHU�RI�FRQVXPHUV

LQ�VXFK�FLUFXPVWDQFHV��JHRJUDSKLF�PDUNHWV�ZLOO�EH�ORFDO�

��� 7R�PDNH�WKLV�GHWHUPLQDWLRQ��WKH�%XUHDX�ZLOO�H[DPLQH�WKH�IROORZLQJ�IDFWRUV����

YLHZV��VWUDWHJLHV��EHKDYLRXU�DQG�LGHQWLW\�RI�EX\HUV��WUDGH�YLHZV��VWUDWHJLHV��DQG�EHKDYLRXU�

VZLWFKLQJ�FRVWV��WUDQVSRUWDWLRQ�FRVWV��ORFDO�VHW�XS�FRVWV��SDUWLFXODU�FKDUDFWHULVWLFV�RI�WKH

SURGXFW��SULFH�UHODWLRQVKLSV�DQG�UHODWLYH�SULFH�OHYHOV��GLVWULEXWLRQ�FKDQQHOV��DQG��IRUHLJQ

FRPSHWLWLRQ�

��� ,Q�WKH�8�6��H[SHULHQFH�RI�UHYLHZLQJ�EDQN�PHUJHUV��RQH�RI�WKH�PRVW�XVHIXO�GDWD

VRXUFHV�IRU�WKH�SXUSRVH�RI�GHILQLQJ�WKH�ERXQGDULHV�RI�ORFDO�PDUNHWV�ZKHUH�WKHVH�DUH�UHOHYDQW

JHRJUDSKLF�PDUNHWV�LV�GDWD�RQ�FRPPXWLQJ�SDWWHUQV���0DUNHWV�KDYH�EHHQ�IRXQG�WR�EH�ORFDO

ZKHQ�IUHTXHQW�LQWHUDFWLRQ�EHWZHHQ�WKH�FXVWRPHU�DQG�WKH�EDQN��RU�RWKHU�VHUYLFH�SURYLGHU��LV

UHTXLUHG��DQG�WKH�YDOXH�RI�WKH�WUDQVDFWLRQ�LV�UHODWLYHO\�VPDOO���7KLV�LQWHUDFWLRQ�QHHG�QRW�WDNH

SODFH�FORVH�WR�WKH�FXVWRPHU
V�SODFH�RI�UHVLGHQFH��DQG�PD\�UDWKHU�RFFXU�QHDU�WKH�FXVWRPHU
V

SODFH�RI�ZRUN���7KXV��WKH�FRPSHWLWLYH�FRQGLWLRQV�IDFLQJ�D�´EHGURRPµ�FRPPXQLW\�PD\�QRW

DFFXUDWHO\�UHIOHFW�WKH�FKRLFHV�DYDLODEOH�WR�FXVWRPHUV�OLYLQJ�LQ�WKHVH�FRPPXQLWLHV�ZKHUH�D�ODUJH

SHUFHQWDJH�RI�WKHVH�FXVWRPHUV�FRPPXWH�WR�ZRUN�LQ�DGMDFHQW�XUEDQ�FHQWUHV���%DQNV�RSHUDWLQJ

LQ�WKH�EHGURRP�FRPPXQLW\�PD\�QRW�ILQG�LW�SURILWDEOH�WR�H[HUFLVH�PDUNHW�SRZHU�LI�D�VXIILFLHQW

QXPEHU�RI�WKHLU�FXVWRPHUV�ZRXOG�WXUQ�WR�FRPSHWLWRUV�LQ�WKH�XUEDQ�FHQWUH���,Q�VXFK

FLUFXPVWDQFHV�WKH�JHRJUDSKLF�PDUNHW�VKRXOG�EH�H[SDQGHG�EH\RQG�WKH�EHGURRP�FRPPXQLW\

WR�DOVR�LQFOXGH�WKH�DGMDFHQW�XUEDQ�FHQWUH���'DWD�WKDW�LQGLFDWHV�WKH�SURSRUWLRQ�RI�D�SRSXODWLRQ

WKDW�FRPPXWHV�WR�VRPH�RWKHU�DUHD��W\SLFDOO\�DQ�XUEDQ�FHQWUH��WR�ZRUN��DQG�PD\�WKHUHIRUH�EH

DEOH�WR�GR�WKHLU�EDQNLQJ�LQ�WKLV�RWKHU�DUHD��KDV�EHHQ�XVHIXO�LQ�GHILQLQJ�PDUNHWV��
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��� $PHULFDQ�H[SHULHQFH�DOVR�LQGLFDWHV�WKDW�IRU�UXUDO�DUHDV��IURP�ZKLFK�WKHUH�PD\

EH�OHVV�FRPPXWLQJ�WR�XUEDQ�FHQWUHV�IRU�WKH�SXUSRVH�RI�ZRUN��LQIRUPDWLRQ�DERXW�WKH�ORFDWLRQ

RI�QHDUE\�VKRSSLQJ�DUHDV�RU�DQ\�RWKHU�ORFDWLRQ�WKDW�LV�YLVLWHG�IUHTXHQWO\�IRU�QRQ�EDQNLQJ

SXUSRVHV�LV�XVHIXO��DV�LV�LQIRUPDWLRQ�DERXW�KRZ�RIWHQ�VXFK�WULSV�DUH�PDGH���+RZHYHU��DUHDV�LQ

ZKLFK�WKH�GHVWLQDWLRQV�RI�LQWHUHVW�DUH�YLVLWHG�UHODWLYHO\�LQIUHTXHQWO\��VXFK�DV�DSSOLDQFH�VWRUHV

DQG�KRVSLWDOV��PD\�QRW�EH�LQFOXGHG�LQ�WKH�UHOHYDQW�PDUNHW�VLQFH�LQWHUDFWLRQ�ZLWK�D�EDQN�PD\

EH�PRUH�IUHTXHQW�WKDQ�YLVLWV�WR�VXFK�ORFDWLRQV���$JDLQ��WKH�FRPSHWLWLYH�FRQGLWLRQV�IDFLQJ�D

SDUWLFXODU�UXUDO�DUHD�PD\�QRW�DFFXUDWHO\�UHIOHFW�WKH�FKRLFHV�DYDLODEOH�WR�LWV�UHVLGHQWV�ZKHUH�D

ODUJH�SHUFHQWDJH�IUHTXHQWO\�FRPPXWH�WR�DGMDFHQW�DUHDV���,Q�VXFK�FLUFXPVWDQFHV��WKH�UHOHYDQW

JHRJUDSKLF�PDUNHW�ZRXOG�QHHG�WR�EH�H[SDQGHG�WR�LQFOXGH�WKH�DGMDFHQW�DUHDV�DORQJ�OLQHV

VLPLODU�WR�WKRVH�GHVFULEHG�LQ�SDUDJUDSK�����

��� 7KH�%XUHDX�ZLOO�JDWKHU�LQIRUPDWLRQ�WR�GHWHUPLQH�ZKHWKHU�VLPLODU�SDWWHUQV�H[LVW

LQ�&DQDGD���,I�WKLV�LV�IRXQG�WR�EH�WUXH��FRPPXWLQJ�GDWD�DYDLODEOH�IURP�6WDWLVWLFV�&DQDGD�ZLOO

EH�RQH�RI�WKH�GDWD�VRXUFHV�XVHG�ZKHQ�GHOLQHDWLQJ�WKH�JHRJUDSKLF�ERXQGDULHV�RI�UHOHYDQW

SURGXFW�PDUNHWV��SDUWLFXODUO\�IRU�UHWDLO�DQG�VPDOO�EXVLQHVV�FXVWRPHUV�

��� 2WKHU�LPSRUWDQW�LQIRUPDWLRQ�WR�EH�XVHG�ZLOO�LQFOXGH�EDQNV
�FXUUHQW�GUDZLQJ

DUHDV�IRU�FXVWRPHUV��DOWKRXJK�WKHVH�DUHDV�DUH�PRUH�OLNHO\�WR�GHILQH�WKH�LQQHU�ERXQG�RI�D

PDUNHW��WKDW�LV��EDQNV�RXWVLGH�WKLV�GUDZLQJ�DUHD�PD\�EH�FORVH�VXEVWLWXWHV�IRU�VRPH�FRQVXPHUV

ZLWKLQ�LWV�ERXQGV����7KLV�GDWD�FDQ�RIWHQ�EH�DFTXLUHG�WKURXJK�VXUYH\�GDWD���

&$/&8/$7,21�2)�0$5.(7�6+$5(6�$1'�&21&(175$7,21�/(9(/6

��� $OWKRXJK�LQIRUPDWLRQ�ZKLFK�GHPRQVWUDWHV�WKDW�PDUNHW�VKDUH�RU�FRQFHQWUDWLRQ

ZLOO�EH�KLJK�FDQQRW�SURYLGH�D�VXIILFLHQW�EDVLV��LQ�DQG�RI�LWVHOI��WR�MXVWLI\�D�FRQFOXVLRQ�WKDW�D

PHUJHU�LV�OLNHO\�WR�SUHYHQW�RU�OHVVHQ�FRPSHWLWLRQ�VXEVWDQWLDOO\��LW�LV�D�QHFHVVDU\�FRQGLWLRQ�WKDW

PXVW�H[LVW�EHIRUH�VXFK�D�ILQGLQJ�FDQ�EH�PDGH���$EVHQW�KLJK�SRVW�PHUJHU�FRQFHQWUDWLRQ�RU
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21  *LYHQ�WKDW�WKH�%XUHDX
V�GHILQLWLRQ�RI�WKH�PDUNHW�PD\�GLIIHU�IURP�WKDW�RI�WKH�SDUWLHV��IXOO
LQIRUPDWLRQ�VKRXOG�EH�SURYLGHG�WR�WKH�%XUHDX�UHJDUGLQJ�WKH�PHUJHU�DQG�LWV�OLNHO\�HIIHFW�RQ�FRPSHWLWLRQ�
ZKHUH�HLWKHU�WKH�DQWLFLSDWHG�IRXU�ILUP�FRQFHQWUDWLRQ�OHYHO��&5����RU�WKH�PDUNHW�VKDUH�DFFRXQWHG�IRU�E\�WKH
PHUJHG�HQWLW\��LV�FORVH�WR�WKH�DERYH�GHVFULEHG�WKUHVKROGV�

PDUNHW�VKDUH��WKH�HIIHFWLYHQHVV�RI�UHPDLQLQJ�FRPSHWLWLRQ�LQ�WKH�UHOHYDQW�PDUNHWV�LV�JHQHUDOO\

VXFK�DV�WR�OLNHO\�FRQVWUDLQ�WKH�PHUJHG�HQWLW\�IURP�DFTXLULQJ��LQFUHDVLQJ�RU�PDLQWDLQLQJ

PDUNHW�SRZHU�E\�UHDVRQ�RI�WKH�PHUJHU���

��� $FFRUGLQJO\��WKH�'LUHFWRU�JHQHUDOO\�ZLOO�QRW�EH�FRQFHUQHG�WKDW�WKH�PHUJLQJ

SDUWLHV�ZLOO�EH�DEOH�WR�XQLODWHUDOO\�H[HUFLVH�JUHDWHU�PDUNHW�SRZHU�XSRQ�PHUJHU��ZKHUH�WKH

SRVW�PHUJHU�PDUNHW�VKDUH�RI�WKH�PHUJHG�HQWLW\�ZRXOG�EH�OHVV�WKDQ����SHUFHQW�LQ�WKH�PDUNHW��

6LPLODUO\��WKH�'LUHFWRU�JHQHUDOO\�ZLOO�QRW�EH�FRQFHUQHG�DERXW�D�PHUJHU�RQ�WKH�EDVLV�WKDW�WKH

LQWHUGHSHQGHQW�H[HUFLVH�RI�PDUNHW�SRZHU�E\�WZR�RU�PRUH�ILUPV�LQ�WKH�UHOHYDQW�PDUNHWV�ZLOO

EH�JUHDWHU�WKDQ�LQ�WKH�DEVHQFH�RI�WKH�PHUJHU��ZKHUH��

WKH�SRVW�PHUJHU�VKDUH�DFFRXQWHG�IRU�E\�WKH�IRXU�ODUJHVW�ILUPV�LQ�WKH�PDUNHW

ZRXOG�EH�OHVV�WKDQ����SHUFHQW��DQG�

LL� WKH�SRVW�PHUJHU�PDUNHW�VKDUH�RI�WKH�PHUJHG�HQWLW\�ZRXOG�EH�OHVV�WKDQ

���SHUFHQW����

��� ,I�WKH�VXP�RI�WKH�PHUJLQJ�ILUPV
�SUH�PHUJHU�PDUNHW�VKDUHV�LV�EHORZ������WKHUH

DUH�OLNHO\�WR�EH�VXIILFLHQW�SURGXFWV�DQG�VXSSOLHUV�WR�ZKLFK�FRQVXPHUV�FDQ�WXUQ�LQ�UHVSRQVH�WR

DQ\�DWWHPSW�E\�WKH�PHUJHG�HQWLW\�WR�H[HUFLVH�PDUNHW�SRZHU���,I�WKH�IRXU�ILUP�FRQFHQWUDWLRQ

OHYHO�LV�EHORZ������WKHQ�FRRUGLQDWLRQ�DPRQJ�ILUPV�LQ�WKH�PDUNHW�LV�OLNHO\�WR�EH�WRR�GLIILFXOW

WR�UDLVH�FRPSHWLWLRQ�FRQFHUQV���,I�WKHUH�LV�RWKHU�LQIRUPDWLRQ�WR�VXJJHVW�WKDW�FRPSHWLWLRQ�LV

OLNHO\�WR�EH�OHVVHQHG�RU�SUHYHQWHG�VXEVWDQWLDOO\�HYHQ�WKRXJK�WKHVH�WKUHVKROGV�DUH�QRW

VXUSDVVHG��WKH�%XUHDX�ZLOO�FRQVLGHU�WKLV�LQIRUPDWLRQ�LQ�LWV�DVVHVVPHQW���7KHVH�WKUHVKROGV

VLPSO\�VHUYH�WR�LGHQWLI\�PHUJHUV�WKDW�DUH�XQOLNHO\�WR�KDYH�DQWL�FRPSHWLWLYH�FRQVHTXHQFHV�IURP
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PHUJHUV�WKDW�UHTXLUH�PRUH�GHWDLOHG�DQDO\VHV��EHIRUH�DQ\�FRQFOXVLRQV�UHJDUGLQJ�OLNHO\

FRPSHWLWLYH�LPSDFW�FDQ�EH�UHDFKHG���,Q�DOO�FDVHV��DQ�DVVHVVPHQW�RI�PDUNHW�VKDUHV�DQG

FRQFHQWUDWLRQ�LV�RQO\�WKH�VWDUWLQJ�SRLQW�RI�WKH�%XUHDX
V�DQDO\VLV���

��� 0DUNHW�VKDUHV�DUH�FDOFXODWHG�ERWK�IRU�ILUPV�WKDW�FXUUHQWO\�SURGXFH�RXWSXW�LQ

WKH�UHOHYDQW�PDUNHW��DQG�DOVR�IRU�ILUPV�WKDW�FDQ�SRWHQWLDOO\�SDUWLFLSDWH�LQ�WKH�UHOHYDQW�PDUNHW

WKURXJK�D�VXSSO\�UHVSRQVH���7KH�PDUNHW�VKDUHV�RI�H[LVWLQJ�PDUNHW�SDUWLFLSDQWV�FDQ�JHQHUDOO\

EH�PHDVXUHG�LQ�WHUPV�RI�GROODU�VDOHV��XQLW�VDOHV��RU�SURGXFWLRQ�FDSDFLW\���,Q�FDVHV�ZKHUH

SURGXFWV�DUH�XQGLIIHUHQWLDWHG�DQG�ILUPV�KDYH�H[FHVV�FDSDFLW\��FDSDFLW\�LV�QRUPDOO\�D�EHWWHU

UHIOHFWLRQ�RI�D�ILUP
V�UHODWLYH�PDUNHW�SRVLWLRQ�DQG�FRPSHWLWLYH�LQIOXHQFH�WKDQ�RXWSXW���

��� ,Q�WKH�FDVH�RI�EDQN�PHUJHUV��LW�LV�LQKHUHQWO\�GLIILFXOW�WR�TXDQWLI\�FDSDFLW\��

$OWKRXJK�WKH�FDSDFLW\�RI�D�EDQN�RU�RWKHU�ILQDQFLDO�LQVWLWXWLRQ�WR�SURYLGH�FUHGLW�LV�SDUWO\

GHWHUPLQHG�E\�LWV�DFFHVV�WR�GHSRVLWV�RU�RWKHU�VRXUFHV�RI�IXQGV��FDSDFLW\�FDQ�DOVR�EH�DIIHFWHG

E\�WKH�VL]H�RI�WKH�GHOLYHU\�QHWZRUN��LQFOXGLQJ�WKH�EUDQFK�QHWZRUN��WKH�DYDLODELOLW\�RI�WUDLQHG

SHUVRQQHO�ZKR�DUH�IDPLOLDU�ZLWK�WKH�PDUNHW�RU�LQGXVWU\��DQG�RWKHU�IDFWRUV���6LQFH�GDWD�RQ

VDOHV�RI�EDQNLQJ�SURGXFWV��L�H��ORDQV�DQG�GHSRVLWV��LV�PRUH�UHDGLO\�DYDLODEOH�WKDQ�FDSDFLW\

GDWD��WKH�VKDUHV�RI�PDUNHW�SDUWLFLSDQWV�ZLOO�EH�FDOFXODWHG�RQ�WKH�EDVLV�RI�DFWXDO�VDOHV�YROXPHV��

,QIRUPDWLRQ�WKDW�VXJJHVWV�WKDW�WKLV�GRHV�QRW�DFFXUDWHO\�UHIOHFW�D�SDUWLFXODU�ILUP·V�FRPSHWLWLYH

VLJQLILFDQFH�LQ�WKH�PDUNHW�ZLOO�EH�WDNHQ�LQWR�DFFRXQW�LQ�WKH�DVVHVVPHQW�RI�WKH�SRWHQWLDO

DQWL�FRPSHWLWLYH�HIIHFWV�RI�WKH�PHUJHU��

��� :LWK�UHVSHFW�WR�ILUPV�WKDW�FDQ�SDUWLFLSDWH�LQ�WKH�PDUNHW�WKURXJK�D�VXSSO\

UHVSRQVH��RQO\�WKH�RXWSXW�WKDW�LV�OLNHO\�WR�EH�GLYHUWHG�WR�WKH�UHOHYDQW�PDUNHW�ZLWKLQ�RQH�\HDU

ZLOO�EH�LQFOXGHG�LQ�PDUNHW�VKDUH�FDOFXODWLRQV���7KH�%XUHDX�ZLOO�QRW�LQ�JHQHUDO�DVVXPH�WKDW�DQ

LQVWLWXWLRQ�WKDW�GRHV�QRW�VXSSO\�WKH�UHOHYDQW�SURGXFWV��RU�VXSSOLHV�D�PLQLPDO�TXDQWLW\�RI

WKHVH�SURGXFWV��LV�OLNHO\�WR�UHVSRQG�WR�DQ�LQFUHDVH�LQ�WKH�SULFH�RI�WKH�UHOHYDQW�SURGXFWV�E\

GLYHUWLQJ�VDOHV�VLPSO\�EHFDXVH�LW�VXSSOLHV�VLPLODU�SURGXFWV���)RU�H[DPSOH��DQ�LQVWLWXWLRQ�WKDW
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RIIHUV�SULPDULO\�ODUJH�ORDQV�WR�ODUJH�FRUSRUDWLRQV�ZLOO�QRW�EH�DVVXPHG�WR�EH�DEOH�WR�HDVLO\

VZLWFK�WR�VXSSO\LQJ�VPDOOHU�ORDQV�WR�VPDOO�DQG�PHGLXP�VL]HG�EXVLQHVVHV���7KH�SURILWDEOH

VXSSO\�RI�GLIIHUHQW�W\SHV�RI�ORDQV�PD\�UHTXLUH�GLIIHUHQW�W\SHV�RI�DFWLYLWLHV��IRU�H[DPSOH�ZLWK

UHVSHFW�WR�VFUHHQLQJ�DQG�PRQLWRULQJ���DQG�DQ�LQVWLWXWLRQ�WKDW�LV�ZHOO�DGDSWHG�WR�VXSSO\LQJ

ODUJH�ORDQV�PD\�QRW�EH�ZHOO�DGDSWHG�WR�VXSSO\LQJ�VPDOO�ORDQV��DQG�PD\�QRW�EH�DEOH�WR�TXLFNO\

VXSSO\�VXFK�ORDQV�ZLWKRXW�H[SHQGLQJ�FRQVLGHUDEOH�UHVRXUFHV���7KH�FULWHULD�XVHG�WR�DVVHVV

ZKHWKHU�D�VXSSO\�UHVSRQVH�LV�OLNHO\��DQG�WKH�OLNHO\�PDJQLWXGH�RI�VXFK�D�UHVSRQVH��DUH

GLVFXVVHG�LQ�WKH�IROORZLQJ�VHFWLRQ�

)LUPV�7KDW�&DQ�3DUWLFLSDWH�LQ�WKH�0DUNHW�7KURXJK�D�6XSSO\�5HVSRQVH

��� )LUPV�WKDW�DUH�OLNHO\�WR�UHVSRQG�WR�D�SULFH�LQFUHDVH�LQ�WKH�UHOHYDQW�PDUNHW

ZLWKLQ�RQH�\HDU�ZLWK�PLQLPDO�LQYHVWPHQWV�DUH�FRQVLGHUHG�DW�WKH�PDUNHW�VKDUH�VWDJH�RI

DQDO\VLV���)LUPV�WKDW�DUH�OLNHO\�WR�KDYH�DQ�LPSDFW�LQ�WKH�PDUNHW�DIWHU�RQH�\HDU��EXW�ZLWKLQ�WZR

\HDUV�RI�WKH�PHUJHU��RU�ZKRVH�HQWU\�UHTXLUHV�FRQVLGHUDEOH�LQYHVWPHQW�DUH�FRQVLGHUHG�ZKHQ

DQDO\VLQJ�%DUULHUV�WR�(QWU\��VHH�SDUDJUDSKV����WR������

��� 7KH�IROORZLQJ�IDFWRUV�DUH�UHOHYDQW�WR�GHWHUPLQLQJ�LI�D�ILUP�ZLOO�GLYHUW�VDOHV

ZLWKLQ�RQH�\HDU�LQ�UHVSRQVH�WR�D�SRVW�PHUJHU�SULFH�LQFUHDVH�

L� WKH�FRVW�RI�VXEVWLWXWLQJ�SURGXFWLRQ�LQ�WKH�UHOHYDQW�PDUNHW�IRU�FXUUHQW

SURGXFWLRQ���VZLWFKLQJ�FRVWV���

LL� ZKHWKHU��DQG�WR�ZKDW�H[WHQW�WKH�ILUP�LV�FRPPLWWHG�WR�SURGXFLQJ�RWKHU

SURGXFWV�RU�VHUYLFHV��DQG�

LLL� WKH�SURILWDELOLW\�RI�VZLWFKLQJ�IURP�FXUUHQW�SURGXFWLRQ�

��� ,Q�JHQHUDO��WKH�%XUHDX�ZLOO�GHWHUPLQH�ZKHWKHU�D�ILUP�QRW�FXUUHQWO\�VXSSO\LQJ

WKH�UHOHYDQW�SURGXFW�FDQ�SURILWDEO\�UHVSRQG�WR�D�VPDOO�EXW�VLJQLILFDQW�LQFUHDVH�LQ�WKH�SULFH�RI

WKLV�SURGXFW�ZLWKLQ�RQH�\HDU���2QO\�WKH�YROXPH�RI�RXWSXW�WKDW�LV�OLNHO\�WR�EH�VXSSOLHG�LQ�WKH

UHOHYDQW�PDUNHW�DW�WKLV�SULFH�ZLOO�EH�LQFOXGHG�LQ�PDUNHW�VKDUH�FDOFXODWLRQV���
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22  +DYLQJ�H[SORUHG�DYDLODEOH�GDWD�VRXUFHV�DW�WKH�%DQN�RI�&DQDGD��26),�DQG�WKH�&DQDGLDQ�%DQNHUV
$VVRFLDWLRQ��&%$���WKH�%XUHDX�LQWHQGV�WR�XVH�WKH�&%$�GDWDEDVH�LQ�LWV�LQLWLDO�VFUHHQLQJ�WHVW�DV�WKLV�LV�WKH�PRVW
FRPSUHKHQVLYH��UHDGLO\�DYDLODEOH�GDWDEDVH����7KH�GDWD�FRQVLVWV�RI�EUDQFK�OHYHO�VDOHV�LQIRUPDWLRQ�RQ�D�QXPEHU�RI
SURGXFW�RIIHULQJV�IRU�PDQ\�RI�WKH�&%$�PHPEHUV�DQG�QRQ�PHPEHUV��LQFOXGLQJ�WKH�IRXU�PHUJLQJ�SDUWLHV�
EDVHG�RQ�WKH�ILUVW�WKUHH�GLJLWV�LQ�WKH�SRVWDO�FRGH�RI�HDFK�UHSUHVHQWHG�EUDQFK��UHIHUUHG�WR�DV�)6$V�RU�IRUZDUG
VRUWLQJ�DUHDV���:KLOH�WKH�GDWDEDVH�GRHV�QRW�FRQWDLQ�LQIRUPDWLRQ�RQ�ILQDQFLDO�DFWLYLW\�LQ�DOO�)6$V�LQ�&DQDGD��LW
GRHV�FRYHU�DOO�RI�WKH�EUDQFKHV�RI�WKH�IRXU�EDQNV�FXUUHQWO\�SURSRVLQJ�PHUJHUV���7KH�%XUHDX�ZLOO�DOVR�EH
JDWKHULQJ�DGGLWLRQDO�LQIRUPDWLRQ�IURP�RWKHU�VRXUFHV��LQFOXGLQJ�WKH�SDUWLHV�GLUHFWO\�DQG�WKHLU�H[LVWLQJ�DQG
SRWHQWLDO�FRPSHWLWRUV�

7KH�,QLWLDO�6FUHHQLQJ�7HVW

��� ,Q�DQDO\]LQJ�WKH�FRPSHWLWLYH�HIIHFWV�RI�D�EDQN�PHUJHU��LW�LV�GLIILFXOW�LQ�SUDFWLFH

DQG�OLNHO\�XQQHFHVVDU\�IRU�WKH�%XUHDX�WR�GHILQH�PDUNHWV�DVVRFLDWHG�ZLWK�HDFK�SURGXFW

VXSSOLHG�E\�PHUJLQJ�EDQNV�DQG�ZLWK�HDFK�ORFDWLRQ�IURP�ZKLFK�WKHVH�SURGXFWV�DUH�VXSSOLHG�

DQG�LGHQWLI\�SRWHQWLDO�VXSSO\�UHVSRQVHV�DQG�HYDOXDWH�WKH�OLNHOLKRRG�RI�HQWU\�LQWR�HDFK�RI�WKHVH

PDUNHWV���7KH�IDFW�WKDW�EDQNV�RIIHU�D�YDVW�QXPEHU�RI�SURGXFWV�DQG�VHUYLFHV�DW�D�ODUJH�QXPEHU

RI�ORFDWLRQV�WR�GLIIHUHQW�W\SHV�RI�FXVWRPHUV�LPSOLHV�WKDW�VXFK�DQ�H[HUFLVH�ZRXOG�EH�H[WUHPHO\

UHVRXUFH�LQWHQVLYH�DQG�WLPH�FRQVXPLQJ���,Q�SUDFWLFH��WKH�%XUHDX�ZLOO�DSSO\�DQ�LWHUDWLYH

DSSURDFK�ZKLFK��DOWKRXJK�HQWLUHO\�FRQVLVWHQW�ZLWK�WKH�IUDPHZRUN�GHVFULEHG�LQ�WKH�0(*V�

DOORZV�WKH�%XUHDX�WR�PRUH�TXLFNO\�LGHQWLI\�WKH�SURGXFWV�DQG�JHRJUDSKLF�ORFDWLRQV�ZKLFK�DUH

PRUH�OLNHO\�WR�FUHDWH�FRQFHUQ�ZLWK�UHVSHFW�WR�WKH�ORVV�RI�FRPSHWLWLRQ���

��� 7KH�%XUHDX�ZLOO�EHJLQ�LWV�DQDO\VLV�E\�FRQGXFWLQJ�DQ�LQLWLDO�VFUHHQLQJ�WHVW���7KH

REMHFWLYH�RI�WKLV�WHVW�LV�WR��VFUHHQ�RXW��SURGXFW�RIIHULQJV�DQG�JHRJUDSKLF�DUHDV�ZKHUH�D�EDQN

PHUJHU�LV�XQOLNHO\�WR�SRVH�FRPSHWLWLRQ�SUREOHPV���7KH�%XUHDX�ZLOO�DSSO\�WKH�PDUNHW�VKDUH

DQG�FRQFHQWUDWLRQ�WKUHVKROG�WHVWV��DV�RXWOLQHG�LQ�SDUDJUDSKV����DQG����WR�D�SUH�GHILQHG�VHW�RI

SURGXFW�RIIHULQJV�DQG�JHRJUDSKLF�DUHDV���%HFDXVH�WKH�IRFXV�LV�WR�VFUHHQ�RXW�PDUNHWV�IURP

IXUWKHU�DQDO\VLV��WKH�VHW�RI�SUH�GHILQHG�SURGXFW�RIIHULQJV�DQG�JHRJUDSKLF�DUHDV�ZLOO�EH�QDUURZ�

DQG�ZLOO�GHSHQG�RQ�WKH�DYDLODELOLW\�RI�GDWD�����$V�D�UHVXOW��XVH�RI�WKLV�LQLWLDO�VFUHHQ�ZLOO�WHQG�WR
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23  $V�QRWHG�LQ�SDUDJUDSK�����WKH�SUH�GHILQHG�JHRJUDSKLF�DUHDV�EDVHG�RQ�WKH�&%$�GDWDEDVH�DUH�OLNHO\
WR�EH�QDUURZ�DQG�GR�QRW�QHFHVVDULO\�UHSUHVHQW�GHILQHG�JHRJUDSKLF�PDUNHWV���7KLV�ZLOO�UHGXFH�WKH�FKDQFHV�WKDW
WUXH�UHOHYDQW�JHRJUDSKLF�PDUNHWV�DUH�LQFRUUHFWO\�UXOHG�RXW�RI�DQ\�IXUWKHU�FRPSHWLWLYH�HIIHFWV�DQDO\VLV�E\�WKH
VFUHHQ�

24��6WDWLVWLFV�&DQDGD�KDV�DVVLVWHG�WKH�&RPSHWLWLRQ�%XUHDX�LQ�GHYHORSLQJ�D�VSDWLDO�DQDO\VLV�WRRO�WR
H[DPLQH�PXOWL�SURGXFW�PHUJHUV�LQ�D�ORFDO�PDUNHW�FRQWH[W��ZKLFK�FDQ�EH�XVHG�IRU�EDQNLQJ�RU�RWKHU�LQGXVWULDO
VHFWRUV���

RYHUUHSRUW�WKH�QXPEHU�RI�JHRJUDSKLF�DUHDV�ZKHUH�SRWHQWLDO�FRPSHWLWLRQ�FRQFHUQV�PLJKW

DULVH���7KLV�LV�QRW�SUREOHPDWLF��KRZHYHU��VLQFH�WKLV�LV�RQO\�DQ�LQLWLDO�VFUHHQ�DQG�LV�QRW

GHWHUPLQDWLYH�IRU�WKH�WUDQVDFWLRQV�DV�D�ZKROH���7KH�%XUHDX�ZLOO�UHFWLI\�WKLV�GHILFLHQF\�LQ�LWV

VXEVHTXHQW�FRPSHWLWLYH�HIIHFWV�DQDO\VLV��DV�GHVFULEHG�PRUH�IXOO\�LQ�SDUDJUDSKV����WR�����

��� ,I�WKH�SRVW�PHUJHU�PDUNHW�VKDUH�DQG�FRQFHQWUDWLRQ�WKUHVKROGV�DUH�QRW�H[FHHGHG

IRU�D�JLYHQ�SUH�GHILQHG�SURGXFW�RIIHULQJ�DQG�D�SUH�GHILQHG�JHRJUDSKLF�DUHD��WKH�%XUHDX�LV

XQOLNHO\�WR�EH�FRQFHUQHG�WKDW�FRPSHWLWLRQ�LQ�WKH�VXSSO\�RI�WKDW�SURGXFW�LQ�WKDW�DUHD�ZLOO�EH

OHVVHQHG�VXEVWDQWLDOO\�DV�D�UHVXOW�RI�WKH�PHUJHU���,Q�WKH�DEVHQFH�RI�LQIRUPDWLRQ�VXJJHVWLQJ

RWKHUZLVH��WKH�%XUHDX�ZLOO�KDYH�QR�FDXVH�WR�FRQGXFW�D�IXUWKHU�UHYLHZ�RI�WKLV�SURGXFW�RIIHULQJ

DQG�JHRJUDSKLF�DUHD�����

��� )LQDOO\��WKH�SURGXFW�DQG�JHRJUDSKLF�DUHDV�ZKLFK�DUH�QRW�H[FOXGHG�E\�WKLV

VFUHHQLQJ�SURFHVV�ZLOO�EH�VXEMHFW�WR�D�IXOO�FRPSHWLWLYH�HIIHFWV�DQDO\VLV��DV�GHVFULEHG�LQ

SDUDJUDSKV����WR�����

��� ,Q�RUGHU�WR�PDNH�WKH�LQLWLDO�VFUHHQLQJ�WHVW�DQDO\WLFDOO\�WUDFWDEOH��WKH�%XUHDX�ZLOO

XVH�D�JHRJUDSKLF�PDSSLQJ�VRIWZDUH�SURJUDP�GHYHORSHG�E\�6WDWLVWLFV�&DQDGD�����7KLV�SURJUDP

LV�FDSDEOH�RI�TXLFNO\�PDWFKLQJ�WKH�PDUNHW�VKDUHV�RI�HDFK�UHSRUWLQJ�ILQDQFLDO�LQVWLWXWLRQ�IRU

HDFK�SUH�GHILQHG�SURGXFW�RIIHULQJ�ZLWKLQ�HDFK�SUH�GHILQHG�JHRJUDSKLF�DUHD���7KH�VRIWZDUH

SURJUDP�ZLOO�DOVR�DSSO\�WKH�PDUNHW�VKDUH�DQG�FRQFHQWUDWLRQ�WKUHVKROGV�WR�HDFK�DUHD�DQG�OLVW

WKH�UHVXOWV�LQ�WDEXODWHG�IRUP���



Competition Bureau Page 24
Bank Merger Enforcement Guidelines

25  6HFWLRQ�������RI�WKH�$FW�GLUHFWV�WKDW�WKH�&RPSHWLWLRQ�7ULEXQDO�FDQQRW�ILQG�WKDW�D�PHUJHU�OHVVHQV
RU�SUHYHQWV�FRPSHWLWLRQ�VXEVWDQWLDOO\�EDVHG�VROHO\�RQ�HYLGHQFH�RI�PDUNHW�VKDUHV�RU�FRQFHQWUDWLRQ�

7+(�327(17,$/�$17,�&203(7,7,9(�())(&76�2)�0(5*(56

��� 7KH�%XUHDX�ZLOO�QRW�FRQFOXGH�WKDW�D�PHUJHU�LV�OLNHO\�WR�VXEVWDQWLDOO\�OHVVHQ�RU�SUHYHQW

FRPSHWLWLRQ�VROHO\�RQ�WKH�EDVLV�WKDW�WKH�PDUNHW�VKDUHV�RU�FRQFHQWUDWLRQ�OHYHOV�LQ�WKH�UHOHYDQW

PDUNHWV�DUH�DERYH�WKH�WKUHVKROG�OHYHOV�����5DWKHU��WKH�%XUHDX�ZLOO�XQGHUWDNH�D�IXOO

FRPSHWLWLYH�HIIHFWV�DQDO\VLV�IRU�WKRVH�PDUNHWV�ZKHUH�WKH�WKUHVKROGV�DUH�H[FHHGHG���:KHQ

XQGHUWDNLQJ�VXFK�DQDO\VLV��WKH�%XUHDX�IRFXVHV�RQ�FHUWDLQ�IDFWRUV�ZKLFK�PDNH�LW�PRUH�OLNHO\

WKDW�D�PHUJHU�ZLOO�UHVXOW�LQ�D�VXEVWDQWLDO�OHVVHQLQJ�RI�FRPSHWLWLRQ�WKURXJK�WKH�XQLODWHUDO

H[HUFLVH�RI�PDUNHW�SRZHU�E\�WKH�PHUJHG�HQWLW\�SRVW�PHUJHU�DV�GHVFULEHG�LQ�SDUDJUDSKV����WR

�����7KH�VHFWLRQ�IROORZLQJ�WKLV�GLVFXVVHV�WKH�IDFWRUV�WKDW�LQFUHDVH�WKH�OLNHOLKRRG�WKDW�ILUPV�LQ

WKH�UHOHYDQW�PDUNHW�ZLOO�HQJDJH�LQ�LQWHUGHSHQGHQW�EHKDYLRXU�SRVW�PHUJHU�

/HVVHQLQJ�RI�&RPSHWLWLRQ�7KURXJK�8QLODWHUDO�(IIHFWV

��� $�PHUJHU�FDQ�HQKDQFH�WKH�DELOLW\�RI�WKH�PHUJLQJ�ILUPV�WR�SURILWDEO\�UDLVH�SULFH

E\�SODFLQJ�SULFLQJ�DQG�VXSSO\�GHFLVLRQV�XQGHU�FRPPRQ�FRQWURO��WKHUHE\�FUHDWLQJ�DQ�LQFHQWLYH

WR�LQFUHDVH�SULFHV�DQG�UHVWULFW�VXSSO\�RU�OLPLW�DQ\�RWKHU�GLPHQVLRQ�RI�FRPSHWLWLRQ���,Q�D

FRPSHWLWLYH�PDUNHW��ZKHUH�FRQVXPHUV�FDQ�FKRRVH�DPRQJ�PDQ\�VXSSOLHUV�RIIHULQJ

FRPSDUDEOH�SURGXFWV��D�ILUP
V�LQFHQWLYH�WR�LQFUHDVH�SULFH�LV�OLPLWHG�E\�FRQVXPHUV�GLYHUWLQJ

WKHLU�SXUFKDVHV�WR�VXEVWLWXWH�SURGXFWV�LQ�UHVSRQVH�WR�WKH�SULFH�LQFUHDVH���:KHQ�WZR�ILUPV�LQ�D

PDUNHW�PHUJH�DQG�RQH�RI�WKH�ILUPV�LQFUHDVHV�LWV�SULFH��VRPH�GHPDQG�PD\�EH�GLYHUWHG�WR�WKH

ILUP
V�PHUJHU�SDUWQHU��WKHUHE\�LQFUHDVLQJ�WKH�RYHUDOO�SURILWDELOLW\�RI�WKH�SULFH�LQFUHDVH�DQG

WKXV�LQFUHDVLQJ�WKH�LQFHQWLYH�WR�LQFUHDVH�SULFH���$�SULFH�LQFUHDVH�LV�OLNHO\�WR�EH�SURILWDEOH�ZKHQ

WKH�PHUJLQJ�ILUPV�DFFRXQW�IRU�D�VLJQLILFDQW�VKDUH�RI�WKH�PDUNHW���,Q�DVVHVVLQJ�D�PHUJHU��WKH
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%XUHDX�ZLOO�FRQVLGHU�ZKHWKHU�WKH�FKDUDFWHULVWLFV�RI�WKH�UHOHYDQW�PDUNHW�DUH�FRQGXFLYH�WR�VXFK

D�SRVW�PHUJHU�SULFH�LQFUHDVH�

��� ,Q�VRPH�PDUNHWV��ILUPV�DUH�GLVWLQJXLVKHG�SULPDULO\�E\�GLIIHUHQFHV�LQ�WKHLU

SURGXFWV��ZKLOH�LQ�RWKHU�PDUNHWV��ILUPV�DUH�GLVWLQJXLVKHG�E\�WKHLU�FDSDFLWLHV�RU�FRVWV���,Q

GLIIHUHQWLDWHG�SURGXFW�PDUNHWV��D�PHUJHU�LV�PRUH�OLNHO\�WR�HQKDQFH�WKH�DELOLW\�RI�PHUJLQJ

ILUPV�WR�H[HUFLVH�XQLODWHUDO�PDUNHW�SRZHU�ZKHQ�D�VLJQLILFDQW�QXPEHU�RI�FRQVXPHUV�YLHZ�WKH

SURGXFW�RIIHULQJV�RI�WKH�PHUJLQJ�SDUWLHV�WR�EH�WKHLU�ILUVW�DQG�VHFRQG�FKRLFHV���,Q�WKHVH

FLUFXPVWDQFHV��D�SRVW�PHUJHU�SULFH�LQFUHDVH�LV�PRUH�OLNHO\�WR�EH�SURILWDEOH�EHFDXVH�D�SULFH

LQFUHDVH�E\�RQH�RI�WKH�PHUJLQJ�ILUPV�LV�OLNHO\�WR�GLYHUW�GHPDQG�WRZDUG�LWV�SDUWQHU���,I��RQ�WKH

RWKHU�KDQG��WKH�PHUJHG�ILUPV
�SURGXFWV�DUH�QRW�ILUVW�DQG�VHFRQG�FKRLFHV�IRU�D�VLJQLILFDQW

QXPEHU�RI�FRQVXPHUV��WKHQ�D�SULFH�LQFUHDVH�E\�RQH�RI�WKH�PHUJLQJ�SDUWLHV�PD\�QRW�EH

SURILWDEOH��EHFDXVH�GHPDQG�ZLOO�EH�GLYHUWHG�WR�RWKHU�ILUPV�LQ�WKH�PDUNHW���

��� ,Q�RUGHU�WR�DVVHVV�ZKHWKHU�D�PHUJHU�DPRQJ�VXSSOLHUV�RI�GLIIHUHQWLDWHG�SURGXFWV

LV�OLNHO\�WR�HQKDQFH�WKH�DELOLW\�RI�WKH�PHUJHG�HQWLW\�WR�XQLODWHUDOO\�H[HUFLVH�PDUNHW�SRZHU��WKH

%XUHDX�ZLOO�XVH�DQ\�LQIRUPDWLRQ�ZKLFK�LQGLFDWHV�ZKHWKHU�WKH�SURGXFWV�RI�WKH�PHUJLQJ�ILUPV

DUH�ILUVW�DQG�VHFRQG�FKRLFHV�IRU�D�VLJQLILFDQW�QXPEHU�RI�FRQVXPHUV���(YLGHQFH�RI�SDVW

FRQVXPHU�VZLWFKLQJ�EHKDYLRXU�LQ�UHVSRQVH�WR�FKDQJHV�LQ�UHODWLYH�SULFHV�LV�SDUWLFXODUO\�XVHIXO��

7KH�%XUHDX�ZLOO�DOVR�FRQVLGHU�ZKHWKHU�RWKHU�ILUPV�LQ�WKH�PDUNHW�DUH�OLNHO\�WR�UH�SRVLWLRQ�WKHLU

SURGXFWV�WR�UHSODFH�DQ\�FRPSHWLWLRQ�ORVW�DV�D�UHVXOW�RI�WKH�PHUJHU�

��� ,Q�PDUNHWV�LQ�ZKLFK�ILUPV�DUH�GLVWLQJXLVKHG�SULPDULO\�E\�WKHLU�FDSDFLWLHV��D

SRVW�PHUJHU�SULFH�LQFUHDVH�PD\�EH�SURILWDEOH�LI�WKH�PHUJHU�UHPRYHV�D�FRPSHWLWRU�WR�ZKLFK

FRQVXPHUV�ZRXOG�RWKHUZLVH�WXUQ�LQ�UHVSRQVH�WR�WKH�SULFH�LQFUHDVH���6XFK�D�SULFH�LQFUHDVH�LV

XQOLNHO\�WR�EH�SURILWDEOH�LI�RWKHU�ILUPV�LQ�WKH�PDUNHW�DUH�DEOH�WR�DEVRUE�WKH�GHPDQG�WKDW�LV

GLYHUWHG�IURP�WKH�PHUJHG�HQWLW\���7KLV�LV�SRVVLEOH�RQO\�LI�WKH�UHPDLQLQJ�ILUPV�KDYH�VXIILFLHQW

FDSDFLW\�WR�DEVRUE�WKLV�GHPDQG��RU�LI�FDSDFLW\�FDQ�EH�H[SDQGHG�TXLFNO\�DQG�DW�ORZ�FRVW�



Competition Bureau Page 26
Bank Merger Enforcement Guidelines

26  7KHVH�UHVSRQVHV��W\SLFDOO\�NQRZQ�DV�SXQLVKPHQWV��PD\�WDNH�WKH�IRUP�RI�ORZ�SULFHV�LQ�WKH�UHOHYDQW
PDUNHW�RU�LQ�RWKHU�PDUNHWV���

��� &DSDFLW\�LQ�WKH�FRQWH[W�RI�D�EDQN�PHUJHU�LV�OLNHO\�WR�EH�OLPLWHG�WR�VRPH�H[WHQW

E\�DFFHVV�WR�IXQGV�IRU�WKH�SXUSRVH�RI�OHQGLQJ��EXW�LW�PD\�DOVR�EH�OLPLWHG�E\�WKH�DYDLODELOLW\�RI

WUDLQHG�SHUVRQQHO�ZLWK�NQRZOHGJH�RI�WKH�PDUNHW�DQG�WKH�DYDLODELOLW\�RI�RWKHU�LQSXWV�UHTXLUHG

WR�VXSSO\�EDQNLQJ�VHUYLFHV���

/HVVHQLQJ�RI�&RPSHWLWLRQ�7KURXJK�,QWHUGHSHQGHQW�%HKDYLRXU

��� 7KH�WHUP��LQWHUGHSHQGHQW�EHKDYLRXU���DOVR�NQRZQ�DV�FRRUGLQDWHG�EHKDYLRXU�

UHIHUV�WR�FRQGXFW�E\�D�JURXS�RI�ILUPV�WKDW�LV�SURILWDEOH�IRU�HDFK�RI�WKHP�RQO\�EHFDXVH�RI�WKH

DFFRPPRGDWLQJ�FR�RSHUDWLYH�FRQGXFW�RI�WKH�RWKHUV���6XFK�EHKDYLRXU�LV�PRUH�OLNHO\�LQ

PDUNHWV�LQ�ZKLFK�ILUPV�FDQ�UHFRJQL]H�DQG�UHDFK�D�FR�RSHUDWLYH�XQGHUVWDQGLQJ��PRQLWRU�RQH

DQRWKHU
V�EHKDYLRXU��DQG�UHVSRQG�WR�DQ\�GHYLDWLRQV�IURP�WKH�FR�RSHUDWLQJ�EHKDYLRXU�E\

RWKHUV�����7KLV�W\SH�RI�EHKDYLRXU�PD\�LQFOXGH�WDFLW�RU�H[SOLFLW�DJUHHPHQWV�RQ�SULFH��VHUYLFH

OHYHOV��RU�DQ\�RWKHU�GLPHQVLRQ�RI�FRPSHWLWLRQ��

��� $�KLJK�OHYHO�RI�FRQFHQWUDWLRQ�LQ�WKH�UHOHYDQW�PDUNHW�LV�D�QHFHVVDU\��EXW�QRW

VXIILFLHQW��FRQGLWLRQ�IRU�D�GHWHUPLQDWLRQ�WKDW�FRPSHWLWLRQ�LV�OLNHO\�WR�EH�OHVVHQHG�RU

SUHYHQWHG�WKURXJK�LQWHUGHSHQGHQW�EHKDYLRXU���$Q�XQGHUVWDQGLQJ�DPRQJ�ILUPV�LQ�D�PDUNHW�WR

OLPLW�FRPSHWLWLRQ�LV�HDVLHU�DQG�OHVV�FRVWO\�WR�UHDFK�DQG�HQIRUFH�LI�WKH�QXPEHU�RI�ILUPV

DFFRXQWLQJ�IRU�D�ODUJH�SURSRUWLRQ�RI�WRWDO�PDUNHW�RXWSXW�LV�VPDOO���+RZHYHU��KLJK

FRQFHQWUDWLRQ�OHYHOV�LQ�WKHPVHOYHV�GR�QRW�LPSO\�WKDW�D�PHUJHU�ZLOO�LQFUHDVH�WKH�OLNHOLKRRG�RI

WKH�H[HUFLVH�RI�PDUNHW�SRZHU�WKURXJK�LQWHUGHSHQGHQW�EHKDYLRXU���,Q�DGGLWLRQ�WR�KLJK�OHYHOV

RI�FRQFHQWUDWLRQ��LQWHUGHSHQGHQW�EHKDYLRXU�UHTXLUHV�WKH�DELOLW\�WR�UHDFK�DQ�XQGHUVWDQGLQJ

DQG�WR�GHWHFW�DQG�GHWHU�GHYLDWLRQV�IURP�WKH�FRRSHUDWLYH�XQGHUVWDQGLQJ���
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��� 5HDFKLQJ�WHUPV�RI�XQGHUVWDQGLQJ�LV�OLNHO\�WR�EH�HDVLHU�ZKHQ�SURGXFWV�DQG�RU

ILUPV�DUH�KRPRJHQHRXV��DQG�ZKHQ�LPSRUWDQW�LQIRUPDWLRQ�DERXW�ULYDO�ILUPV�DQG�PDUNHW

FRQGLWLRQV�LV�UHDGLO\�DYDLODEOH���2Q�WKH�RWKHU�KDQG��FRPSOH[�SURGXFWV�DQG�GLIIHUHQFHV�LQ

SURGXFW�RIIHULQJV��DQG�UDSLG�DQG�IUHTXHQW�SURGXFW�LQQRYDWLRQV��PDNH�LW�PRUH�GLIILFXOW�WR

UHDFK�DQ�XQGHUVWDQGLQJ���7KH�H[LVWHQFH�RI�LQGXVWU\�RUJDQL]DWLRQV�WKDW�IDFLOLWDWH

FRPPXQLFDWLRQ�DQG�GLVVHPLQDWLRQ�RI�LQIRUPDWLRQ�DPRQJ�PDUNHW�SDUWLFLSDQWV�FDQ�DOVR

IDFLOLWDWH�DQWL�FRPSHWLWLYH�FRRSHUDWLRQ���

��� 7KH�IROORZLQJ�DUH�LPSRUWDQW�IDFWRUV�DIIHFWLQJ�WKH�DELOLW\�RI�ILUPV�WR�GHWHFW�DQG

VXFFHVVIXOO\�GHWHU�GHYLDWLRQV�IURP�D�FR�RSHUDWLYH�XQGHUVWDQGLQJ�

L� 7UDQVSDUHQF\�RI�WKH�WHUPV�RI�PDUNHW�WUDQVDFWLRQV���:KHQ�SULFHV�DUH

WUDQVSDUHQW�WR�PDUNHW�SDUWLFLSDQWV��GHYLDWLRQV�DUH�PRUH�HDVLO\�GHWHFWHG�

LL� 6WDELOLW\�RI�XQGHUO\LQJ�FRVWV���:KHQ�FRVWV�IOXFWXDWH��LW�PD\�EH�GLIILFXOW

WR�GHWHUPLQH�ZKHWKHU�D�SULFH�FKDQJH�UHSUHVHQWV�D�GHYLDWLRQ�IURP�DQ

XQGHUVWDQGLQJ�RU�LV�UDWKHU�D�UHVSRQVH�WR�D�FKDQJH�LQ�FRVW�FRQGLWLRQV�

LLL� 6L]H�DQG�IUHTXHQF\�RI�SURGXFW�VDOHV���:KHQ�VDOHV�RFFXU�LQ�ODUJH�GLVFUHHW

EORFNV�DQG�DUH�UHODWLYHO\�LQIUHTXHQW��WKHQ�GHYLDWLRQV�IURP

XQGHUVWDQGLQJV�DUH�UHODWLYHO\�PRUH�SURILWDEOH�DQG�HIIHFWLYH�GHWHUUHQFH�RI

GHYLDWLRQ�LV�PRUH�GLIILFXOW��DQG�

LY� 0XOWL�PDUNHW�H[SRVXUH���:KHQ�ILUPV�SDUWLFLSDWH�LQ�PXOWLSOH�JHRJUDSKLF

RU�SURGXFW�PDUNHWV��WKHUH�DUH�JUHDWHU�RSSRUWXQLWLHV�WR�GLVFRXUDJH�ILUPV

IURP�GHYLDWLQJ�IURP�WKH�FR�RSHUDWLYH�XQGHUVWDQGLQJ��

��� 7KH�%XUHDX�ZLOO�H[DPLQH�ZKHWKHU�WKHUH�LV�D�KLVWRU\�RI�PDUNHW�SDUWLFLSDQWV

KDYLQJ�HQJDJHG�LQ�LQWHUGHSHQGHQW�EHKDYLRXU�LQ�WKH�SDVW���7KH�HIIHFW�RI��PDYHULFN��ILUPV��ZKR

PD\�LPSHGH�VXFFHVVIXO�FRRUGLQDWLRQ��ZLOO�DOVR�EH�FRQVLGHUHG���
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��� ,Q�SUHYLRXV�DVVHVVPHQWV�RI�EDQN�PHUJHUV��WKH�%XUHDX�KDV�IRXQG�WKDW

JHRJUDSKLF�PDUNHWV�IRU�VRPH�SURGXFWV�DUH�RIWHQ�ORFDO��EXW�WKH�SDUWLFLSDQWV�LQ�WKHVH�PDUNHWV

DUH�QDWLRQDO�RU�UHJLRQDO���:KHQ�JHRJUDSKLF�PDUNHWV�DUH�ORFDO��WKH�FRQFHQWUDWLRQ�OHYHO

WKUHVKROG�ZLOO�EH�DSSOLHG�DW�WKH�ORFDO�OHYHO��EXW�DQ�DVVHVVPHQW�RI�HDVH�ZLWK�ZKLFK�D

FR�RSHUDWLYH�XQGHUVWDQGLQJ�FDQ�EH�UHDFKHG�DQG�PDLQWDLQHG�ZLOO�EH�XQGHUWDNHQ�DW�ERWK�WKH

ORFDO�OHYHO�DQG�WKH�QDWLRQDO�OHYHO���,I�FRPSHWLWLRQ�RFFXUV�ORFDOO\��WKHQ�D�KLJK�OHYHO�RI

FRQFHQWUDWLRQ�DW�WKH�ORFDO�OHYHO�LV�QHFHVVDU\�LQ�RUGHU�WR�IDFLOLWDWH�LQWHUGHSHQGHQW�EHKDYLRXU��

+RZHYHU��FRRUGLQDWLRQ�FDQ�RFFXU�HLWKHU�DPRQJ�GHFLVLRQ�PDNHUV�LQ�ORFDO�PDUNHWV�RU�DPRQJ

GHFLVLRQ�PDNHUV�DW�WKH�QDWLRQDO�RU�UHJLRQDO�OHYHO���WKDW�LV��VHQLRU�H[HFXWLYHV�PD\�KDYH�WKH

DELOLW\�WR�UHDFK�DQG�VXVWDLQ�DQ�DJUHHPHQW�DERXW�SULFHV�LQ�D�SDUWLFXODU�ORFDO�JHRJUDSKLF�PDUNHW�

HYHQ�LI�FRQFHQWUDWLRQ�DW�WKH�QDWLRQDO�OHYHO�LV�ORZ�

(9$/8$7,9(�&5,7(5,$

��� 6HYHUDO�RI�WKH�NH\�HYDOXDWLYH�FULWHULD�OLVWHG�LQ�6HFWLRQ����RI�WKH�$FW�SOD\�D�PDMRU

UROH�DW�WKH�PDUNHW�GHILQLWLRQ�VWDJH���+RZHYHU��RQFH�WKH�UHOHYDQW�PDUNHWV�KDYH�EHHQ�GHILQHG

DQG�PDUNHW�VKDUHV�KDYH�EHHQ�GHWHUPLQHG��LW�LV�LPSRUWDQW�WR�DOVR�DVVHVV�WKHVH�IDFWRUV�LQ

UHODWLRQ�WR�HDFK�RI�WKH�UHOHYDQW�PDUNHWV�ZKHUH�WKH�PHUJHG�HQWLW\
V�PDUNHW�VKDUH�H[FHHGV�HLWKHU

WKH�����WKUHVKROG�RU�WKH�IRXU�ILUP�FRQFHQWUDWLRQ�OHYHO�H[FHHGV�WKH������WKUHVKROG�DQG�WKH

PHUJHG�ILUP�KROGV�PRUH�WKDQ������WR�GHWHUPLQH�ZKHWKHU�WKH�PHUJLQJ�SDUWLHV�FDQ�VXVWDLQ

SULFH�LQFUHDVHV�IRU�PRUH�WKDQ�WZR�\HDUV��

)RUHLJQ�&RPSHWLWLRQ

��� 7KH�DVVHVVPHQW�RI�IRUHLJQ�FRPSHWLWLRQ��VHFWLRQ����D����SDUWLFXODUO\�LPSRUWDQW

LQ�WKH�FRQWH[W�RI�WKH�JOREDOL]DWLRQ�RI�PDUNHWV��LQYROYHV�D�GHWHUPLQDWLRQ�RI�WKH�H[WHQW�WR

ZKLFK�IRUHLJQ�SURGXFWV�RU�IRUHLJQ�FRPSHWLWRUV�SURYLGH�RU�DUH�OLNHO\�WR�SURYLGH�HIIHFWLYH
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FRPSHWLWLRQ�WR�WKH�EXVLQHVVHV�RI�WKH�PHUJLQJ�SDUWLHV���7R�GHWHUPLQH�WKH�FRQVWUDLQLQJ

LQIOXHQFH�RI�IRUHLJQ�FRPSHWLWLRQ��D�QXPEHU�RI�IDFWRUV�DUH�FRQVLGHUHG��LQFOXGLQJ�WKH�H[WHQW�WR

ZKLFK�WKH�HIIHFWLYHQHVV�RI�IRUHLJQ�FRPSHWLWLRQ�LV�OLNHO\�WR�EH�KLQGHUHG�RU�LPSHGHG�E\

GRPHVWLF�RZQHUVKLS�UHVWULFWLRQV��

��� )RU�H[DPSOH��FXUUHQW�UHJXODWLRQV�UHVWULFW�WKH�HQWU\�RI�IRUHLJQ�EDQNV�E\

UHTXLULQJ�WKDW�WKH\�HVWDEOLVK�EDQN�VXEVLGLDULHV�UDWKHU�WKDQ�VLPSO\�RSHUDWH�WKURXJK�EUDQFKHV

ZLWKLQ�&DQDGD���7KH�����RZQHUVKLS�UXOH�DOVR�OLPLWV�IRUHLJQ�HQWU\��DQG�ZKLOH�WKLV�UXOH�LV

W\SLFDOO\�YLHZHG�DV�D�FRQVWUDLQLQJ�IDFWRU�RQ�GRPHVWLF�PHUJHUV��LW�DOVR�VHUYHV�WR�UHVWULFW�WKH

DELOLW\�RI�IRUHLJQ�FRPSDQLHV�IURP�DFTXLULQJ�D�VLJQLILFDQW�LQWHUHVW�LQ�&DQDGLDQ�ILQDQFLDO

LQVWLWXWLRQV���0RUHRYHU��WKH�H[WHQW�WR�ZKLFK�IRUHLJQ�HQWU\�KDV�EHHQ�IDFLOLWDWHG�E\

WHFKQRORJLFDO�FKDQJH��SDUWLFXODUO\�WKURXJK�WKH�IHDVLELOLW\�RI�HOHFWURQLF�EDQNLQJ��LV�DQRWKHU

IDFWRU�FRQVLGHUHG�LQ�GHWHUPLQLQJ�WKH�FRQVWUDLQLQJ�LQIOXHQFH�RI�IRUHLJQ�FRPSHWLWLRQ�

7KH�$YDLODELOLW\�RI�$FFHSWDEOH�6XEVWLWXWHV

��� ,Q�DGGLWLRQ�WR�LGHQWLI\LQJ�ZKLFK�SURGXFWV�FRPSHWH�ZLWK�WKH�SURGXFWV�RI�WKH

PHUJLQJ�SDUWLHV�DQG�WKHUHIRUH�ZDUUDQW�LQFOXVLRQ�LQ�WKH�UHOHYDQW�PDUNHW�RU�LQ�PDUNHW�VKDUH

DQDO\VLV��LW�LV�QHFHVVDU\�WR�DVVHVV�ZKHWKHU�WKH�VXSSO\�RI�WKHVH�SURGXFWV�ZRXOG�OLNHO\�LQFUHDVH�RU

EH�PDGH�DYDLODEOH�ZLWKLQ�D�WZR�\HDU�SHULRG�LQ�UHVSRQVH�WR�DQ�DWWHPSWHG�H[HUFLVH�RI�PDUNHW

SRZHU��VHFWLRQ����F�����,Q�WKLV�UHJDUG��DQ�DVVHVVPHQW�LV�PDGH�DV�WR�ZKHWKHU��

L�� FRPSHWLQJ�VHOOHUV�FROOHFWLYHO\�KDYH��RU�FRXOG�HDVLO\�DGG��VXIILFLHQW�FDSDFLW\��

LL� LW�LV�OLNHO\�WKDW�WKH�WRWDO�VXSSO\�RI�DFFHSWDEOH�VXEVWLWXWHV�LQ�WKH�PDUNHW�ZLOO�

LQFUHDVH�VXIILFLHQWO\��DQG�

LLL� EX\HUV�DUH�OLNHO\�WR�VZLWFK�D�VXIILFLHQW�TXDQWLW\�RI�WKHLU�SXUFKDVHV�WR�DFFHSWDEOH

VXEVWLWXWHV��
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WR�HQVXUH�WKDW�D�PDWHULDO�SULFH�LQFUHDVH�FDQQRW�EH�SURILWDEO\�PDLQWDLQHG�LQ�WKH�UHOHYDQW

PDUNHW�SRVW�PHUJHU�

��� )RU�H[DPSOH��DOWKRXJK�WHOHSKRQH�EDQNLQJ�VHUYLFHV�DUH�DYDLODEOH�WR�PRVW�UHWDLO

FXVWRPHUV��RWKHU�HOHFWURQLF�EDQNLQJ�VHUYLFHV�UHTXLULQJ�D�FRPSXWHU�DUH�QRW�UHDGLO\�DYDLODEOH�WR

PDQ\�KRXVHKROGV�DQG�VPDOO�EXVLQHVVHV�DW�WKLV�WLPH���$OWKRXJK�WKH�QXPEHU�RI

HOHFWURQLF�EDVHG�WUDQVDFWLRQV�KDV�LQFUHDVHG�VXEVWDQWLDOO\�LQ�WKH�ODVW�GHFDGH�DQG�QHZ�SURGXFWV

DUH�FRQWLQXRXVO\�EHLQJ�LQWURGXFHG��FXVWRPHU�DFFHSWDQFH�PD\�WDNH�ORQJHU�WKDQ�WZR�\HDUV���$V

D�UHVXOW��WKHVH�DOWHUQDWLYH�PHDQV�RI�GHOLYHULQJ�EDQNLQJ�SURGXFWV�PD\�QRW�UHSUHVHQW�D

VXIILFLHQWO\�ZLGHO\�DYDLODEOH��DFFHSWDEOH�VXEVWLWXWH�WR�WKH�SURYLVLRQ�RI�WKH�VDPH�EDQNLQJ

SURGXFWV�WKURXJK�EUDQFKHV�VXFK�WKDW�WKH\�PD\�QRW�FRQVWUDLQ�D�SRWHQWLDO�H[HUFLVH�RI�PDUNHW

SRZHU�E\�WKH�PHUJLQJ�EDQNV���7KLV�ZLOO�EH�DQ�LPSRUWDQW�FRPSRQHQW�RI�WKH�%XUHDX·V�DQDO\VLV

RI�DQ\�EDQN�PHUJHU�

%DUULHUV�WR�(QWU\

��� 6HFWLRQ����G��GUDZV�DWWHQWLRQ�WR�´DQ\�EDUULHUV�WR�HQWU\�LQWR�D�PDUNHW�

LQFOXGLQJ�

L� WDULII�DQG�QRQ�WDULII�EDUULHUV�WR�LQWHUQDWLRQDO�WUDGH�

LL� LQWHUSURYLQFLDO�EDUULHUV�WR�WUDGH��DQG�

LLL� UHJXODWRU\�FRQWURO�RYHU�HQWU\�

DQG�DQ\�HIIHFW�RI�WKH�PHUJHU�RU�SURSRVHG�PHUJHU�RQ�VXFK�EDUULHUVµ���

�
��� ([DPLQDWLRQ�RI�WKLV�LVVXH�LV�GLUHFWHG�WRZDUG�GHWHUPLQLQJ�ZKHWKHU�HQWU\�E\

SRWHQWLDO�FRPSHWLWRUV�ZRXOG�OLNHO\�RFFXU�RQ�D�VXIILFLHQW�VFDOH�LQ�UHVSRQVH�WR�D�PDWHULDO�SULFH

LQFUHDVH�RU�RWKHU�FKDQJH�LQ�WKH�UHOHYDQW�PDUNHW�EURXJKW�DERXW�E\�WKH�PHUJHU��WR�HQVXUH�WKDW

VXFK�D�SULFH�LQFUHDVH�FRXOG�QRW�EH�VXVWDLQHG�IRU�PRUH�WKDQ�WZR�\HDUV���7KLV�JHQHUDOO\�LQYROYHV

DQ�H[DPLQDWLRQ�RI�ZKHWKHU�HQWU\�LV�OLNHO\�WR�EH�GHOD\HG�RU�KLQGHUHG�E\�DEVROXWH�FRVW
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27  (QWU\�SULRU�WR�WKH�PHUJHU�PD\�QRW�KDYH�EHHQ�SURILWDEOH�EHFDXVH�VXFK�HQWU\�ZRXOG�KDYH�UHGXFHG
SULFHV�WR�EHORZ�SUH�PHUJHU�OHYHOV�

GLIIHUHQFHV�RU�WKH�QHHG�WR�PDNH�LQYHVWPHQWV�WKDW�DUH�QRW�OLNHO\�WR�EH�UHFRYHUHG�LI�HQWU\�LV

XQVXFFHVVIXO��UHIHUUHG�WR�DV�VXQN�FRVWV����

��� :KHQ�DVVHVVLQJ�ZKHWKHU�HQWU\�LV�OLNHO\��WKH�%XUHDX�ZLOO�JLYH�SULPDU\

FRQVLGHUDWLRQ�WR�WKH�SURILWDELOLW\�RI�HQWU\���7KLV�WDNHV�LQWR�DFFRXQW�WKH�EDUULHUV�WKDW�PXVW�EH

RYHUFRPH�LQ�RUGHU�WR�HQWHU�WKH�PDUNHW��DQG�WKH�SRWHQWLDO�SURILW�RSSRUWXQLWLHV�FUHDWHG�E\�WKH

PHUJHU���7KH�DQDO\VLV�IRFXVHV�RQ�ZKHWKHU�HQWU\�LV�SURILWDEOH�DW�SULFHV�WKDW�DUH�EHORZ�WKH

SRVWXODWHG��HOHYDWHG�SRVW�PHUJHU�OHYHO�����7KH�SURILWDELOLW\��DQG�WKHUHIRUH�WKH�OLNHOLKRRG��RI

VXVWDLQDEOH�HQWU\�GHSHQGV�SULPDULO\�XSRQ�DEVROXWH�FRVW�GLVDGYDQWDJHV�IDFHG�E\�WKH�HQWUDQW�

WKH�GHJUHH�WR�ZKLFK�VWDUW�XS�FRVWV�DVVRFLDWHG�ZLWK�HQWU\�DUH�VXQN��DQG�WKH�SUREDELOLW\�WKDW

HQWU\�ZLOO�EH�VXFFHVVIXO�

��� 7KH�%XUHDX�ZLOO�FRQGXFW�DQ�DQDO\VLV�RI�HQWU\�FRQGLWLRQV�IRU�HDFK�RI�WKH

UHOHYDQW�PDUNHWV�LQ�ZKLFK�LW�KDV�EHHQ�GHWHUPLQHG�WKDW��DEVHQW�HQWU\��FRPSHWLWLRQ�ZRXOG

OLNHO\�EH�OHVVHQHG�RU�SUHYHQWHG�VXEVWDQWLDOO\�DV�D�UHVXOW�RI�WKH�PHUJHU���:KHQ�WKHUH�DUH�VHYHUDO

VXFK�PDUNHWV��DV�ZLWK�D�EDQN�PHUJHU��HQWU\�PD\�EH�PRUH�SURILWDEOH��DQG�WKHUHIRUH�PRUH

OLNHO\��RQO\�ZKHQ�LW�LV�LQWR�VHYHUDO�SURGXFW�RU�JHRJUDSKLF�PDUNHWV���7KLV�PD\�EH�WKH�FDVH�LI

WKHUH�DUH�VLJQLILFDQW�HFRQRPLHV�RI�VFRSH�WKDW�FDQ�EH�DWWDLQHG�WKURXJK�WKH�VLPXOWDQHRXV

RIIHULQJ�RI�PXOWLSOH�SURGXFWV�RU�WKURXJK�VLPXOWDQHRXV�HQWU\�LQWR�VHYHUDO�JHRJUDSKLF�PDUNHWV��

��� ,Q�DVVHVVLQJ�WKH�H[WHQW�WR�ZKLFK�IXWXUH�HQWU\�LQWR�EDQNLQJ�PDUNHWV�ZRXOG�OLNHO\

RFFXU��WKH�%XUHDX
V�DQDO\VLV�VWDUWV�ZLWK�DQ�DVVHVVPHQW�RI�WKH�OLNHOLKRRG�RI�HQWU\�E\�EDQNV�

RWKHU�GHSRVLW�WDNLQJ�LQVWLWXWLRQV��DQG�DQ\�RWKHU�SRWHQWLDO�VXSSOLHUV�WKDW�DSSHDU�WR�KDYH�DQ

HQWU\�DGYDQWDJH���)RU�H[DPSOH��ZKHQ�SURGXFW�PDUNHWV�DUH�ORFDO��WKH�OLNHOLKRRG�WKDW�EDQNV�DQG

RWKHU�LQVWLWXWLRQV�WKDW�VXSSO\�WKH�UHOHYDQW�SURGXFW�LQ�RWKHU�JHRJUDSKLF�PDUNHWV��RU�VLPLODU
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28  7KHVH�WKUHH�VRXUFHV�DUH���L��WDULII�DQG�QRQ�WDULII�EDUULHUV�WR�LQWHUQDWLRQDO�WUDGH��LL��LQWHUSURYLQFLDO
EDUULHUV�WR�WUDGH��DQG��LLL��UHJXODWRU\�FRQWURO�RYHU�HQWU\�

29  )XUWKHU�EDFNJURXQG�LQIRUPDWLRQ�DERXW�VXQN�FRVWV�LV�FRQWDLQHG�LQ�$SSHQGL[�,�RI�WKH�'LUHFWRU
V
0HUJHU�(QIRUFHPHQW�*XLGHOLQHV.

SURGXFWV�LQ�WKH�VDPH�JHRJUDSKLF�PDUNHW��ZLOO�H[SDQG�WKHLU�VXSSO\�RI�WKH�UHOHYDQW�SURGXFW�LQ

WKH�UHOHYDQW�JHRJUDSKLF�PDUNHW�ZLOO�EH�FRQVLGHUHG���)ROORZLQJ�WKLV��WKH�%XUHDX�ZLOO�WXUQ�WR

H[DPLQLQJ�WKH�OLNHOLKRRG�E\�RWKHU�SRWHQWLDO�HQWUDQWV��VXFK�DV�QRQ�ILQDQFLDO�LQVWLWXWLRQV�

$EVROXWH�&RVW�$GYDQWDJHV

��� ,QFXPEHQW�ILUPV�FDQ�JDLQ�LPSRUWDQW�FRVW�DGYDQWDJHV�UHODWLYH�WR�SRWHQWLDO

HQWUDQWV�WKURXJK�D�YDULHW\�RI�VRXUFHV���7KH�$FW�KLJKOLJKWV�WKUHH�VRXUFHV�RI�FRVW�DGYDQWDJH�WKDW

FDQ�SUHVHQW�SRWHQWLDO�HQWUDQWV�ZLWK�FRQVLGHUDEOH��DQG�LQ�VRPH�FDVHV�LQVXUPRXQWDEOH��EDUULHUV

WR�HQWU\�����,Q�WKH�FDVH�RI�EDQNLQJ��WKHUH�DUH�VHYHUDO�UHJXODWRU\�EDUULHUV�WR�FRQVLGHU��LQFOXGLQJ

WKRVH�SHUWDLQLQJ�WR��RWKHU�GRPHVWLF�ILQDQFLDO�LQVWLWXWLRQV�ZKLFK�DUH�QRW�6FKHGXOH�,�EDQNV�

GRPHVWLF�QRQ�ILQDQFLDO�LQVWLWXWLRQV��IRUHLJQ�EDQNV��DQG�RWKHU�IRUHLJQ�ILQDQFLDO�LQVWLWXWLRQV��

7KH�H[WHQW�WR�ZKLFK�UHJXODWRU\�EDUULHUV�WR�HQWU\�E\�IRUHLJQ�EDQNV�IDFLOLWDWH�WKH�H[HUFLVH�RI

PDUNHW�SRZHU�LQ�GRPHVWLF�PDUNHWV�LV�GLVFXVVHG�LQ�SDUDJUDSKV����DQG������

���� 2WKHU�SRWHQWLDO�FRVW�DGYDQWDJHV�LQFOXGH�FRQWURO�RYHU�DFFHVV�WR�VFDUFH�UHVRXUFHV

DQG�LQIOXHQFH�RYHU�DFFHVV�WR�PHPEHUVKLS�LQ�FRRSHUDWLYH�YHQWXUHV��VXFK�DV�,QWHUDF�DQG�WKH

&DQDGLDQ�3D\PHQWV�$VVRFLDWLRQ�

6XQN�&RVWV��

��� 7KH�WHUP��VXQN�FRVWV��UHIHUV�WR�WKH�SURSRUWLRQ�RI�WKH�WRWDO�HQWU\�FRVWV�ZKLFK

KDYH�FRQWLQXLQJ�YDOXH�LI�WKH�ILUP�VWD\V�LQ�WKH�PDUNHW��EXW�WKDW�DUH�QRW�UHFRYHUDEOH�LI�WKH�ILUP

H[LWV�WKH�PDUNHW���1HZ�HQWUDQWV�DUH�RIWHQ�UHTXLUHG�WR�LQFXU�YDULRXV�VWDUW�XS�VXQN�FRVWV��VXFK
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DV�DFTXLULQJ�PDUNHW�LQIRUPDWLRQ��GHYHORSLQJ�DQG�WHVWLQJ�SURGXFW�GHVLJQV��LQVWDOOLQJ

HTXLSPHQW��HQJDJLQJ�QHZ�SHUVRQQHO�DQG�VHWWLQJ�XS�GLVWULEXWLRQ�V\VWHPV���,Q�DGGLWLRQ��VXQN

FRVWV�PD\�EH�LQFXUUHG�E\�SRWHQWLDO�HQWUDQWV�ZKHQ�PDNLQJ�LQYHVWPHQWV�LQ�PDUNHW�VSHFLILF

DVVHWV�DQG�LQ�OHDUQLQJ�KRZ�WR�RSWLPL]H�WKH�XVH�RI�WKHVH�DVVHWV��WKHVH�LQYHVWPHQWV�PD\�LQFOXGH

WUDLQLQJ�SHUVRQQHO�DQG�REWDLQLQJ�LQIRUPDWLRQ�DERXW�ORFDO�PDUNHW�FRQGLWLRQV���RYHUFRPLQJ

UHSXWDWLRQ�UHODWHG�DGYDQWDJHV�HQMR\HG�E\�LQFXPEHQWV��DQG�RU�RYHUFRPLQJ�GLVDGYDQWDJHV

SUHVHQWHG�E\�WKH�VWUDWHJLF�EHKDYLRXU�RI�LQFXPEHQWV�

��� ,Q�WKH�FDVH�RI�ORFDO�EDQNLQJ�PDUNHWV��VXQN�FRVWV�PD\�LQFOXGH�HVWDEOLVKLQJ

GLVWULEXWLRQ�IDFLOLWLHV�UHTXLUHG�IRU�PDNLQJ�ORDQV�RU�RIIHULQJ�GHSRVLWV�DQG�RWKHU�EDQNLQJ

SURGXFWV��DQG�LQ�HVWDEOLVKLQJ�RU�H[SDQGLQJ�VSHFLDOL]HG�FRPSXWHU�V\VWHPV��HWF���,Q�DVVHVVLQJ

WKH�OLNHOLKRRG�RI�HQWU\��WKH�%XUHDX�ZLOO�WDNH�LQWR�DFFRXQW�GHYHORSPHQWV�LQ�WHFKQRORJ\�WKDW

PD\�UHGXFH�VXQN�FRVWV�E\�DOORZLQJ�IRU�WKH�SURILWDEOH�XVH�RI�D�ORZHU�FRVW�PHDQV�RI

GLVWULEXWLRQ�WKDW�GRHV�QRW�UHTXLUH�D�SK\VLFDO�EULFNV�DQG�PRUWDU�SUHVHQFH���+RZHYHU��LQ

NHHSLQJ�ZLWK�WKH�SXUSRVH�RI�HQWU\�DQDO\VLV��VXFK�SURVSHFWLYH�FKDQJHV�PXVW�EH�IRXQG�WR�EH

ERWK�OLNHO\�DQG�VXIILFLHQW�WR�SUHYHQW�SRVW�PHUJHU�PDWHULDO�SULFH�LQFUHDVHV���:KHUH�WKH

DYDLODEOH�LQIRUPDWLRQ�VXJJHVWV��IRU�H[DPSOH��WKDW�D�QHZ�HQWUDQW�ZLWK�D�OLPLWHG�SK\VLFDO

SUHVHQFH�LQ�WKH�PDUNHW�LV�XQOLNHO\�WR�JDLQ�DFFHSWDQFH�E\�D�VLJQLILFDQW�QXPEHU�RI�FRQVXPHUV�

VXFK�HQWU\�ZLOO�QRW�EH�FRQVLGHUHG�WR�EH�VXIILFLHQW�WR�SUHYHQW�D�SRVW�PHUJHU�SULFH�LQFUHDVH�

��� ,Q�JHQHUDO��VLQFH�HQWU\�GHFLVLRQV�DUH�W\SLFDOO\�PDGH�LQ�DQ�HQYLURQPHQW�LQ�ZKLFK

WKH�SUREDELOLW\�RI�VXFFHVV�LV�XQFHUWDLQ��WKH�OLNHOLKRRG�RI�VLJQLILFDQW�IXWXUH�HQWU\�GHFUHDVHV�DV

WKH�SURSRUWLRQ�RI�WRWDO�HQWU\�FRVWV�DFFRXQWHG�IRU�E\�VXQN�FRVWV�LQFUHDVHV���7KH��%XUHDX
V

DVVHVVPHQW�RI�VXQN�FRVWV�LV�IRFXVHG�XSRQ�ZKHWKHU�WKH�OLNHO\�UHZDUGV�RI�HQWU\��WKH�OLNHO\�WLPH

UHTXLUHG�WR�EHFRPH�DQ�HIIHFWLYH�FRPSHWLWRU�DQG�WKH�ULVN�WKDW�HQWU\�ZLOO�QRW�XOWLPDWHO\�EH

VXFFHVVIXO��WDNHQ�WRJHWKHU��MXVWLI\�PDNLQJ�WKH�VXQN�LQYHVWPHQWV�WKDW�DUH�UHTXLUHG���
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��� ,QIRUPDWLRQ�DERXW�FRPPLWPHQWV�WKDW�PXVW�EH�PDGH�DQG�WKH�WLPH�UHTXLUHG�WR

EHFRPH�DQ�HIIHFWLYH�FRPSHWLWRU�FDQ�RIWHQ�EH�REWDLQHG�E\�H[DPLQLQJ�SDVW�HQWU\�DWWHPSWV�LQWR

WKH�UHOHYDQW�PDUNHW�RU�RWKHU�VLPLODU�PDUNHWV���+RZHYHU��HYLGHQFH�RI�SDVW�HQWU\�DWWHPSWV�ZLOO

QRW��LQ�LWVHOI��EH�WDNHQ�WR�GHPRQVWUDWH�WKDW�HQWU\�LV�OLNHO\�WR�RFFXU�LQ�WKH�UHOHYDQW�PDUNHW��

)LUPV�HQWHU�DQG�OHDYH�PDUNHWV�IRU�D�QXPEHU�RI�UHDVRQV��DQG�LW�ZLOO�QRW�EH�DVVXPHG�WKDW�HQWU\

WKDW�PD\�KDYH�RFFXUUHG�LQ�UHVSRQVH�WR�FKDQJHV�LQ�PDUNHW�FRQGLWLRQV�XQUHODWHG�WR�WKH�PHUJHU

LPSOLHV�WKDW�HQWU\�VXIILFLHQW�WR�GLVFLSOLQH�D�SRVW�PHUJHU�SULFH�LQFUHDVH�ZLOO�RFFXU���7KH�%XUHDX

ZLOO�JHQHUDOO\�FRQFOXGH�WKDW�D�PHUJHU�LV�QRW�OLNHO\�WR�SUHYHQW�RU�OHVVHQ�FRPSHWLWLRQ

VXEVWDQWLDOO\�ZKHUH�LW�FDQ�EH�HVWDEOLVKHG�WKDW��LQ�UHVSRQVH�WR�WKH�PHUJHU�RU�WR�WKH�H[HUFLVH�RI

LQFUHDVHG�PDUNHW�SRZHU�UHVXOWLQJ�IURP�WKH�PHUJHU��VXIILFLHQW�HQWU\�LQWR�WKH�UHOHYDQW�PDUNHW

ZRXOG�RFFXU�WR�HQVXUH�WKDW�D�PDWHULDO�SULFH�LQFUHDVH�ZRXOG�QRW�OLNHO\�EH�VXVWDLQHG�LQ�D

VXEVWDQWLDO�SDUW�RI�WKH�UHOHYDQW�PDUNHW�IRU�PRUH�WKDQ�WZR�\HDUV���

7LPH

��� $Q�LPSRUWDQW�DVSHFW�RI�WKH�DVVHVVPHQW�RI�HQWU\�FRQGLWLRQV�LQYROYHV

GHWHUPLQLQJ�WKH�WLPH�WKDW�LW�ZRXOG�WDNH�IRU�D�SRWHQWLDO�FRPSHWLWRU�WR�EHFRPH�DQ�HIIHFWLYH

FRPSHWLWRU�LQ�UHVSRQVH�WR�D�PDWHULDO�SULFH�LQFUHDVH�RU�RWKHU�FKDQJH�LQ�WKH�PDUNHW�EURXJKW

DERXW�E\�D�PHUJHU���,Q�JHQHUDO��WKH�ORQJHU�WKH�WLPH�UHTXLUHG�IRU�SRWHQWLDO�HQWUDQWV�WR�EHFRPH

HIIHFWLYH�FRPSHWLWRUV��WKH�OHVV�OLNHO\�LW�LV�WKDW�LQFXPEHQW�ILUPV�ZLOO�EH�GHWHUUHG�IURP

H[HUFLVLQJ�PDUNHW�SRZHU�E\�WKH�WKUHDW�RI�IXWXUH�HQWU\�LQ�WKH�ILUVW�SODFH�DQG�WKH�ORQJHU�DQ\

PDUNHW�SRZHU�WKDW�LV�H[HUFLVHG�FDQ�EH�PDLQWDLQHG���$FFRXQW�LV�DOVR�WDNHQ�RI�ZKHWKHU�WKH

GHOD\�DQG�ORVVHV�WKDW�SRWHQWLDO�HQWUDQWV�H[SHFW�WR�HQFRXQWHU�EHIRUH�EHFRPLQJ�HIIHFWLYH

FRPSHWLWRUV�ZLOO�OLNHO\�LQFUHDVH�WKH�VXQN�FRVWV��ULVN�RU�XQFHUWDLQW\�SHUFHLYHG�WR�EH�DVVRFLDWHG

ZLWK�VXFK�HQWU\��DQG�WKHUHE\�UHGXFH�WKH�OLNHOLKRRG�WKDW�HQWU\�ZLOO�RFFXU�
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(IIHFWLYH�5HPDLQLQJ�&RPSHWLWLRQ

��� (IIHFWLYH�UHPDLQLQJ�FRPSHWLWLRQ�LV�D�EURDG�FRQFHSW�WKDW�UHIHUV�WR�WKH�FROOHFWLYH

FRQVWUDLQLQJ�LQIOXHQFH�RI�DOO�VRXUFHV�RI�FRPSHWLWLRQ�LQ�D�PDUNHW��LQFOXGLQJ�WKRVH�DIIRUGHG�E\

LQGLYLGXDO�FRPSHWLWRUV��DV�ZHOO�DV�IRUHLJQ�FRPSHWLWLRQ��DYDLODEOH�DQG�DFFHSWDEOH�VXEVWLWXWHV�

QHZ�HQWU\�DQG�LQQRYDWLRQ���,Q�WKLV�UHJDUG��DQ�DVVHVVPHQW�LV�PDGH�RI�WKH�QDWXUH�DQG�H[WHQW�RI

IRUPV�RI�ULYDOU\�VXFK�DV�GLVFRXQWLQJ�DQG�RWKHU�DJJUHVVLYH�SULFLQJ�VWUDWHJLHV��LQQRYDWLYH

GLVWULEXWLRQ�DQG�PDUNHWLQJ�PHWKRGV��SURGXFW�DQG�SDFNDJLQJ�LQQRYDWLRQ��DQG�DJJUHVVLYH

VHUYLFH�RIIHULQJV�WKDW�KDYH�EHHQ�HYLGHQW�LQ�WKH�UHOHYDQW�PDUNHWV���7KHVH�DQG�RWKHU�IRUPV�RI

FRPSHWLWLRQ�JLYH�ULVH�WR�D�FRPSHWLWLYH�HQYLURQPHQW�WKDW�FRQWUDVWV�VKDUSO\�ZLWK�PDUNHWV

ZKHUH�FRPSHWLWRUV�DFFHSW�VWDELOLW\�RU�DUH�FRQWHQW�WR�IROORZ�DWWHPSWV�DW�SULFH�OHDGHUVKLS�RU

RWKHU�LQLWLDWLYHV�RI�H[LVWLQJ�RU�DVSLULQJ�PDUNHW�OHDGHUV���$Q�DVVHVVPHQW�LV�DOVR�PDGH�RI�KRZ

H[LVWLQJ�FRPSHWLWRUV�ZLOO�OLNHO\�UHVSRQG�WR�D�PHUJHU��SDUWLFXODUO\�LQ�UHODWLRQ�WR�WKHLU�YLJRU�DQG

HIIHFWLYHQHVV�LQ�WKH�PDUNHWSODFH���7KLV�DQDO\VLV�ZLOO�WDNH�LQWR�DFFRXQW�DQ\�SURSRVHG�RU�OLNHO\

PHUJHUV�DPRQJ�UHPDLQLQJ�FRPSHWLWRUV��DQG�KRZ�VXFK�WUDQVDFWLRQV��LI�QRW�FKDOOHQJHG��ZRXOG

DIIHFW�FRPSHWLWLRQ�UHPDLQLQJ�LQ�WKH�UHOHYDQW�PDUNHWV���

��� :KHUH�LW�LV�FOHDU�WKDW�WKH�OHYHO�RI�HIIHFWLYH�FRPSHWLWLRQ�UHPDLQLQJ�LQ�WKH

UHOHYDQW�PDUNHW�LV�QRW�OLNHO\�WR�EH�UHGXFHG�DV�D�UHVXOW�RI�WKH�PHUJHU��WKLV�DORQH�ZLOO�JHQHUDOO\

MXVWLI\�D�FRQFOXVLRQ�QRW�WR�FKDOOHQJH�WKH�PHUJHU�RQ�WKH�EDVLV�WKDW�WKH�PHUJHU�ZLOO�HQKDQFH�WKH

DELOLW\�RI�WKH�PHUJLQJ�ILUPV�WR�XQLODWHUDOO\�H[HUFLVH�PDUNHW�SRZHU���7KLV�LV�VR�ZKHWKHU�WKH

DEVROXWH�OHYHO�RI�HIIHFWLYH�FRPSHWLWLRQ�LQ�WKH�PDUNHW�LQ�TXHVWLRQ�DSSHDUV�WR�EH�KLJK�RU�ORZ�

5HPRYDO�RI�D�9LJRURXV�DQG�(IIHFWLYH�&RPSHWLWRU

��� %\�DVVHVVLQJ�WKH�FRPSHWLWLYH�DWWULEXWHV�RI�WKH�DFTXLUHG�ILUP��PRUH�GLUHFW

DWWHQWLRQ�LV�GUDZQ�WR�ZKDW�LV�OLNHO\�WR�EH�ORVW�DV�D�UHVXOW�RI�WKH�PHUJHU���$�ZLGH�YDULHW\�RI

IDFWRUV�FDQ�LQGLFDWH�ZKHWKHU�WKH�DFTXLUHH��HLWKHU�ODUJH�RU�VPDOO��LV�RU�KDV�EHHQ�D�YLJRURXV�DQG
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HIIHFWLYH�FRPSHWLWRU��LQFOXGLQJ�LWV�OHYHO�RI�LQQRYDWLRQ��LWV�UROH�LQ�WKH�PDUNHWSODFH�DV�SULFH

OHDGHU�RU�SULFH�IROORZHU��LWV�XVH�RI�GLVFRXQWLQJ�RU�RWKHU�DJJUHVVLYH�SULFLQJ�VWUDWHJLHV��LWV�UROH

DV�D�GLVUXSWLYH�IRUFH�LQ�D�PDUNHW�WKDW�DSSHDUV�WR�EH�RWKHUZLVH�VXVFHSWLEOH�WR�LQWHUGHSHQGHQW

EHKDYLRXU��LWV�UROH�LQ�SURYLGLQJ�XQLTXH�VHUYLFH�WR�WKH�PDUNHW��RU�LQ�KHOSLQJ�WR�HQVXUH�WKDW

VLPLODU�EHQHILWV�RIIHUHG�E\�RWKHU�FRPSHWLWRUV�DUH�QRW�UHGXFHG�

��� $OWKRXJK�FRPSHWLWLRQ�LV�SUHYHQWHG�RU�OHVVHQHG�WR�VRPH�GHJUHH�ZKHQ�D

YLJRURXV�DQG�HIIHFWLYH�ILUP�LV�HOLPLQDWHG�IURP�WKH�UHOHYDQW�PDUNHW�WKURXJK�D�PHUJHU��WKH

UHPRYDO�RI�VXFK�D�FRPSHWLWRU�LV�QRW�JHQHUDOO\�VXIILFLHQW��LQ�DQG�RI�LWVHOI��WR�ZDUUDQW

HQIRUFHPHQW�DFWLRQ�XQGHU�WKH�$FW���,W�PXVW�DOVR�EH�HVWDEOLVKHG�WKDW�SULFHV�ZLOO�EH�PDWHULDOO\

KLJKHU�WKDQ�LQ�DEVHQFH�RI�WKH�PHUJHU��L�H���WKHUH�PXVW�DOVR�EH�ILQGLQJV�XQIDYRXUDEOH�WR�WKH

PHUJHU�LQ�WHUPV�RI�RWKHU�IDFWRUV��LQ�SDUWLFXODU��HIIHFWLYH�UHPDLQLQJ�FRPSHWLWLRQ�DQG�IXWXUH

HQWU\���

&KDQJH�DQG�,QQRYDWLRQ

��� $OWKRXJK�DOUHDG\�LQFRUSRUDWHG�WR�VRPH�H[WHQW�LQ�HYDOXDWLQJ�WKH�LPSDFW�RI�WKH

RWKHU�VHFWLRQ����IDFWRUV��DQ�DQDO\VLV�RI�FKDQJH�DQG�LQQRYDWLRQ�LQFOXGHV�JHQHUDO�G\QDPLF

GHYHORSPHQWV�LQ�SURGXFWV��GLVWULEXWLRQ��VHUYLFH��VDOHV��PDUNHWLQJ��EX\HU�SUHIHUHQFHV��ILUP

VWUXFWXUH��WKH�UHJXODWRU\�HQYLURQPHQW�DQG�WKH�HFRQRP\�DV�D�ZKROH���7KH�SUHVVXUHV�LPSRVHG

RQ�UHPDLQLQJ�FRPSHWLWRUV�LQ�D�PDUNHW�E\�WKH�QDWXUH�DQG�H[WHQW�RI�G\QDPLF�GHYHORSPHQWV�LQ

DQ\�RI�WKHVH�DUHDV�PD\�EH�VXFK�DV�WR�HQVXUH�WKDW�D�PDWHULDO�SULFH�LQFUHDVH�LV�XQOLNHO\�WR�RFFXU

RU�ZLOO�QRW�EH�VXVWDLQDEOH���7KH�VWDJH�RI�PDUNHW�JURZWK�LV�DOVR�FRQVLGHUHG��

��� $OWKRXJK�WUDGLWLRQDO�EDQNLQJ�LV�W\SLFDOO\�YLHZHG�DV�D�PDWXUH�LQGXVWU\��QHZ

GHYHORSPHQWV�LQ�GLVWULEXWLRQ�DQG�EX\HU�VRSKLVWLFDWLRQ�KDYH�SURPSWHG�FKDQJHV�WR�WKH�ZD\�WKH

ILQDQFLDO�VHFWRU�RSHUDWHV���)RU�H[DPSOH��WKH�ULVLQJ�LPSRUWDQFH�RI�HOHFWURQLF�GHOLYHU\�RI

EDQNLQJ�VHUYLFHV�PD\�UHGXFH�WKH�LPSRUWDQFH�RI�D�EDQN·V�ORFDO�EUDQFK�SUHVHQFH��VLQFH�EX\HUV
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PD\�UHDGLO\�DFFHVV�WKH�VHUYLFHV�RI�PRUH�GLVWDQW�VXSSOLHUV�RI�ILQDQFLDO�VHUYLFHV�WKURXJK

HOHFWURQLF�PHDQV���(OHFWURQLFDOO\�GHOLYHULQJ�WUDGLWLRQDO�EDQNLQJ�VHUYLFHV�LV�DOVR�D�FRQVLGHUDEO\

OHVV�H[SHQVLYH�PHDQV�RI�GLVWULEXWLRQ��DQG�PD\�DOORZ�IRU�JUHDWHU�HQWU\�RSSRUWXQLWLHV�IRU�ILUPV

QRW�FXUUHQWO\�LQYROYHG�LQ�&DQDGLDQ�ILQDQFLDO�VHUYLFHV���,Q�DGGLWLRQ��ZLWK�WKH�HYROXWLRQ�RI

OHDVLQJ�DQG�ILQDQFLQJ�FRPSDQLHV��GLVLQWHUPHGLDWLRQ�PD\�EH�GLVSODFLQJ�WKH�WUDGLWLRQDO�UROH�RI

EDQNV�DV�WKH�LQWHUPHGLDU\�EHWZHHQ�WKH�QHHGV�RI�OHQGHUV�DQG�ERUURZHUV���7KLV�DQG�RWKHU

WUHQGV�DUH�FULWLFDO�HOHPHQWV�LQ�GHWHUPLQLQJ�WKH�DELOLW\�RI�WKH�PHUJLQJ�SDUWLHV�WR�H[HUFLVH

PDUNHW�SRZHU��

��� :KHQ�D�PHUJHU�LV�OLNHO\�WR�HQKDQFH�RU�IDFLOLWDWH�WKH�PDLQWHQDQFH�RI�H[LVWLQJ

PDUNHW�SRZHU��UHSUHVHQWDWLRQV�UHJDUGLQJ�KRZ�WKH�PHUJHU�PD\�EH�OLNHO\�WR�JLYH�ULVH�WR

LQQRYDWLRQ�UHODWHG�V\QHUJLHV�DQG�RWKHU�HIILFLHQFLHV�ZLOO�EH�FRQVLGHUHG�SXUVXDQW�WR�VHFWLRQ�����

%XVLQHVV�)DLOXUH�DQG�([LW

��� 6HFWLRQ����E��GUDZV�DWWHQWLRQ�WR�WKH�LPSRUWDQFH�RI�DVVHVVLQJ��ZKHWKHU�WKH

EXVLQHVV��RU�D�SDUW�RI�WKH�EXVLQHVV��RI�D�SDUW\�WR�WKH�PHUJHU�RU�SURSRVHG�PHUJHU�KDV�IDLOHG�RU

LV�OLNHO\�WR�IDLO����7KH�RSHQLQJ�FODXVH�RI�VHFWLRQ����PDNHV�LW�FOHDU�WKDW�WKLV�LQIRUPDWLRQ�LV�WR�EH

FRQVLGHUHG��LQ�GHWHUPLQLQJ��IRU�WKH�SXUSRVH�RI�VHFWLRQ�����ZKHWKHU�RU�QRW�D�PHUJHU�RU

SURSRVHG�PHUJHU�SUHYHQWV�RU�OHVVHQV��RU�LV�OLNHO\�WR�SUHYHQW�RU�OHVVHQ��FRPSHWLWLRQ

VXEVWDQWLDOO\����7KH�LPSDFW�WKDW�D�ILUP
V�H[LW�FDQ�KDYH�LQ�DUHDV�RWKHU�WKDQ�FRPSHWLWLRQ�DUH

JHQHUDOO\�EH\RQG�WKH�VFRSH�RI�WKH�%XUHDX·V�DVVHVVPHQW�

��� 3UREDEOH�IDLOXUH�RI�D�SDUW\�WR�D�PHUJHU�LV�QRW�VXIILFLHQW�WR�ZDUUDQW�D�FRQFOXVLRQ

WKDW�WKH�PHUJHU�LV�QRW�OLNHO\�WR�SUHYHQW�RU�OHVVHQ�FRPSHWLWLRQ�VXEVWDQWLDOO\���$Q�DVVHVVPHQW

PXVW�EH�PDGH�RI�ZKHWKHU�DFTXLVLWLRQ�RI�WKH�IDLOLQJ�ILUP�E\�D�WKLUG�SDUW\��UHWUHQFKPHQW�E\�WKH

IDLOLQJ�ILUP��RU�OLTXLGDWLRQ��ZRXOG�OLNHO\�UHVXOW�LQ�D�PDWHULDOO\�KLJKHU�OHYHO�RI�FRPSHWLWLRQ�LQ
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30  ,Q�DVVHVVLQJ�VXEPLVVLRQV�UHODWLQJ�WR�WKH�IDLOXUH�RI�D�VXEVLGLDU\�RU�D�GLYLVLRQ,�DWWHQWLRQ�ZLOO�EH�SDLG
WR���WUDQVIHU�SULFLQJ�ZLWKLQ�WKH�ODUJHU�HQWHUSULVH��LQWUD�FRUSRUDWH�FRVW�DOORFDWLRQV��PDQDJHPHQW�IHHV��UR\DOW\
IHHV��DQG�RWKHU�PDWWHUV�WKDW�PD\�EH�SDUWLFXODUO\�UHOHYDQW�LQ�WKLV�FRQWH[W���7KHVH�DOORFDWLRQV�ZLOO�JHQHUDOO\�EH
DVVHVVHG�LQ�UHODWLRQ�WR�WKH�YDOXHV�RI�HTXLYDOHQW�DUP
V�OHQJWK�WUDQVDFWLRQV�

WKH�UHOHYDQW�PDUNHW�WKDQ�LI�WKH�PHUJHU�SURFHHGHG���7KH�%XUHDX�DSSOLHV�WKH�VDPH�UDWLRQDOH

ZKHQ�DQDO\]LQJ�VLWXDWLRQV�ZKHUH�D�ILUP�ZLVKHV�WR�H[LW�D�PDUNHW�IRU�UHDVRQV�RWKHU�WKDQ�IDLOXUH�

VXFK�DV�XQVDWLVIDFWRU\�SURILWV��RU�D�GHVLUH�E\�D�GLYHUVLILHG�ILUP�WR�IRFXV�LWV�HIIRUWV�HOVHZKHUH��

6LPLODUO\��WKHVH�FRQVLGHUDWLRQV�DUH�HTXDOO\�DSSOLFDEOH�WR�IDLOXUH�UHODWHG�FODLPV�FRQFHUQLQJ�D

GLYLVLRQ�RU�D�ZKROO\�RZQHG�VXEVLGLDU\�RI�D�ODUJHU�HQWHUSULVH���

��� $W�WKH�VDPH�WLPH��WKH�%XUHDX�UHFRJQL]HV�WKDW�LWV�DQDO\VLV�VKRXOG�QRW�EH�EOLQG

WR�WKH�XQLTXH�FLUFXPVWDQFHV�WKDW�DULVH�LQ�D�IDLOLQJ�ILUP�VLWXDWLRQ���7KH�0(*V�DFNQRZOHGJH

WKDW�WKHUH�DUH�IDFWRUV�WKDW�VHUYH�WR�FRQVWUDLQ�WKH�FRPSHWLWLYH�LPSOLFDWLRQV�RI�D�PHUJHU

LQYROYLQJ�D�IDLOLQJ�ILUP���)LUVW��WKH�ORVV�RI�WKH�FRPSHWLWLYH�LQIOXHQFH�RI�D�IDLOLQJ�ILUP�FDQQRW

EH�DWWULEXWHG�WR�WKH�PHUJHU�LI�WKH�ILUP�ZRXOG�KDYH�H[LWHG�WKH�UHOHYDQW�PDUNHW�LQ�DQ\�HYHQW��

6HFRQG��WKH�H[WHQW�WR�ZKLFK�WKH�DFTXLVLWLRQ�RI�D�IDLOLQJ�ILUP�FDQ�LQFUHDVH�WKH�PDUNHW�SRZHU�RI

WKH�DFTXLURU�LV�RIWHQ�UHGXFHG�DV�WKH�IDLOXUH�RI�WKH�IRUPHU�EHFRPHV�LQFUHDVLQJO\�OLNHO\��DQG�DV

LWV�UHODWLYH�PDUNHW�SRVLWLRQ�ZHDNHQV���7KLUG��WKH�OLNHOLKRRG�WKDW�DQ\�PDUNHW�SRZHU�HIIHFWV�WKDW

ZLOO�PDWHULDOL]H�VXEVHTXHQW�WR�WKH�PHUJHU�FDQ�EH�DYRLGHG�WKURXJK�UHWUHQFKPHQW�RU

OLTXLGDWLRQ�LV�UHGXFHG�DV�WKH�IDLOXUH�RI�WKH�ILUP�LQ�TXHVWLRQ�EHFRPHV�LQFUHDVLQJO\�OLNHO\�

��� )ROORZLQJ�UHFHLSW�RI�IXOO�LQIRUPDWLRQ��WKH�%XUHDX�JHQHUDOO\�UHTXLUHV�XS�WR�VL[

ZHHNV�WR�DVVHVV�WKH�H[WHQW�WR�ZKLFK�D�ILUP�LV�OLNHO\�WR�IDLO�LI�WKH�PHUJHU�GRHV�QRW�SURFHHG��

7KH�WLPH�UHTXLUHG�WR�PDNH�WKLV�DVVHVVPHQW�ZLOO�YDU\�IURP�FDVH�WR�FDVH���3DUWLHV�LQWHQGLQJ�WR

LQYRNH�WKH�IDLOLQJ�ILUP�UDWLRQDOH�DQG�RU�DQWLFLSDWH�WKDW�WKH\�PD\�EH�UHTXLUHG�WR�XQGHUWDNH�D

VHDUFK�IRU�D�FRPSHWLWLYHO\�SUHIHUDEOH�SXUFKDVHU�DUH�HQFRXUDJHG�WR�PDNH�WKHLU

VXEPLVVLRQV�VHDUFK�DV�HDUO\�DV�SRVVLEOH���$V�VRRQ�DV�WKH�DEVHQFH�RI�D�FRPSHWLWLYH�SUHIHUDEOH
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DOWHUQDWLYH�LV�HVWDEOLVKHG��WKH�DVVHVVPHQW�RI�WKH�OLNHO\�HIIHFWV�RI�WKH�PHUJHU�RQ�FRPSHWLWLRQ

EHFRPHV�PRRW���

��� 7KHVH�WLPH�UHTXLUHPHQWV�PD\�EH�D�VLJQLILFDQW�IDFWRU�LQ�WKH�ILQDQFLDO�VHUYLFHV

PDUNHW�ZKHUH�GHOD\V�PD\�UDLVH�XQFHUWDLQW\�DERXW�WKH�GHSRVLWV�RI�FXVWRPHUV���7KH�%XUHDX�KDV

UHYLHZHG�WUDQVDFWLRQV�LQ�WKLV�VHFWRU�ZKHUH�ILUPV�DUH�LQ�ILQDQFLDO�GLIILFXOW\�DQG�LW�ZDV�DEOH�WR

FRPSOHWH�LWV�UHYLHZ�ZLWKLQ�WKH�WLPH�IUDPHV�RI�WKH�PHUJLQJ�SDUWLHV���+RZHYHU��WKH�%XUHDX

FDQQRW�DOZD\V�JXDUDQWHH�WKLV�RXWFRPH�DQG�LW�ZRXOG�HQFRXUDJH�DOO�SDUWLHV�ZKR�ILQG

WKHPVHOYHV�LQ�WKHVH�FLUFXPVWDQFHV�WR�DSSURDFK�WKH�%XUHDX�DW�WKH�HDUOLHVW�RSSRUWXQLW\���)LUPV

PD\�ZLVK�WR�FRQVLGHU�FRQVXOWLQJ�WKH�%XUHDX�DW�WKH�VDPH�WLPH�DV�WKH\�DGYLVH�26),�RI�WKHLU

VWDWXV�DQG�WKH�HIIRUWV�WKH\�DUH�PDNLQJ�WR�UHVROYH�WKHLU�ILQDQFLDO�SUREOHPV���,W�ZLOO�EH

LPSRUWDQW�IRU�WKH�%XUHDX�WR�FRQVXOW�ZLWK�WKH�0LQLVWHU�RI�)LQDQFH�LQ�WKHVH�VLWXDWLRQV�VLQFH

WKLV�LV�D�SRVVLEOH�VFHQDULR�IRU�WKH�0LQLVWHU�WR�XVH�WKH�RYHUULGH�DXWKRULW\�VHW�RXW�LQ�VHFWLRQ���

RI�WKH�$FW�WR�DOORZ�D�PHUJHU�WKDW�WKH�%XUHDX�ZRXOG�RWKHUZLVH�FKDOOHQJH��

$GGLWLRQDO�(YDOXDWLYH�&ULWHULD

���� )LQDOO\��VHFWLRQ����K��UHFRJQL]HV�WKDW�RWKHU�IDFWRUV�UHOHYDQW�WR�FRPSHWLWLRQ�LQ

PDUNHWV�WKDW�DUH�RU�ZRXOG�EH�DIIHFWHG�E\�D�PHUJHU�PD\�DOVR�EH�DVVHVVHG�WR�GHWHUPLQH�WKH

OLNHOLKRRG�WKDW�D�PHUJHU�ZLOO�UHVXOW�LQ�D�VXEVWDQWLDO�OHVVHQLQJ�RU�SUHYHQWLRQ�RI�FRPSHWLWLRQ��

7KH�OLNHOLKRRG�WKDW�ILUPV�LQ�D�PDUNHW�ZLOO�HPSOR\�SUDFWLFHV�VXFK�DV�H[FOXVLYH�FRQWUDFWV��WLHG

VHOOLQJ��DQG�SULFH�GLVFULPLQDWLRQ��WKDW�PD\�EH�KDUPIXO�WR�FRPSHWLWLRQ�LV�FRQVLGHUHG�DW�WKLV

VWDJH���

7+(�()),&,(1&<�(;&(37,21

���� 7KH�%XUHDX�UHFRJQL]HV�WKDW�FKDQJHV�LQ�UHJXODWLRQV��GHYHORSPHQWV�LQ

WHFKQRORJ\��DQG�JOREDOL]DWLRQ�ZLOO�KDYH�LPSOLFDWLRQV�IRU�WKH�VWUXFWXUH�RI�WKH�ILQDQFLDO�VHUYLFHV
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VHFWRU���,W�LV�H[SHFWHG�WKDW�EDQNV�ZLOO�UHVSRQG�WR�WKHVH�DQG�RWKHU�FKDQJHV�WKURXJK�YDULRXV

IRUPV�RI�UHVWUXFWXULQJ��LQFOXGLQJ�PHUJHUV���1RWZLWKVWDQGLQJ�WKH�IDFW�WKDW�D�EDQN�PHUJHU�PD\

VXEVWDQWLDOO\�OHVVHQ�RU�SUHYHQW�FRPSHWLWLRQ��WKH�&RPSHWLWLRQ�7ULEXQDO�PD\�QRW�PDNH�DQ

RUGHU�DJDLQVW�WKH�PHUJHU�LI�WKH�HOHPHQWV�RI�WKH�HIILFLHQF\�H[FHSWLRQ�VHW�RXW�LQ�VHFWLRQ����DUH

PHW���)LUVW��WKH�HIILFLHQFLHV�PXVW�UHSUHVHQW�FRVW�VDYLQJV�WR�WKH�HFRQRP\�WKDW�ZRXOG�QRW�EH

DWWDLQHG�LI�D�UHPHGLDO�RUGHU�DJDLQVW�WKH�PHUJHU�ZHUH�PDGH���6HFRQG��WKH�FRVW�VDYLQJV�PXVW

UHSUHVHQW�UHDO�VDYLQJV�LQ�HFRQRPLF�UHVRXUFHV��UDWKHU�WKDQ�SULYDWH�JDLQV�WR�WKH�PHUJLQJ�SDUWLHV

WKDW�UHVXOW��IRU�H[DPSOH��IURP�DQ�LQFUHDVH�LQ�EDUJDLQLQJ�SRZHU�ZLWK�VXSSOLHUV�

���� 7KH�RQXV�RI�GHPRQVWUDWLQJ�HIILFLHQFLHV�UHVWV�ZLWK�WKH�PHUJLQJ�SDUWLHV���7R

IDFLOLWDWH�H[SHGLWLRXV�DVVHVVPHQW�RI�WKH�QDWXUH�DQG�PDJQLWXGH�RI�PHUJHU�UHODWHG�HIILFLHQFLHV�

PHUJLQJ�SDUWLHV�DUH�HQFRXUDJHG�WR�PDNH�WKHLU�HIILFLHQF\�VXEPLVVLRQV�WR�WKH�%XUHDX�DW�DQ�HDUO\

VWDJH�RI�LWV�UHYLHZ�RI�WKH�WUDQVDFWLRQ���,W�LV�QRW�QHFHVVDU\�WR�ZDLW�XQWLO�D�ILQGLQJ�LV�PDGH�WKDW

WKH�PHUJHU�LV�OLNHO\�WR�SUHYHQW�RU�OHVVHQ�FRPSHWLWLRQ�VXEVWDQWLDOO\��

(IILFLHQFLHV�WKDW�:RXOG�/LNHO\�EH�$WWDLQHG�LI�DQ�2UGHU�:HUH�0DGH

���� ,Q�RUGHU�WR�FRQVLGHU�FRVW�VDYLQJV�LQ�WKH�HIILFLHQF\�DQDO\VLV��LW�PXVW�EH�WKH�FDVH

WKDW�WKHVH�VDYLQJV�ZRXOG�QRW�EH�UHDOL]HG�LI�UHPHGLDO�DFWLRQ�ZDV�WDNHQ�DJDLQVW�WKH�PHUJHU���,I

DQ\�RI�WKH�FODLPHG�FRVW�VDYLQJV�ZRXOG�OLNHO\�EH�DWWDLQHG�WKURXJK�OHVV�DQWL�FRPSHWLWLYH�PHDQV

VXFK�DV�LQWHUQDO�JURZWK��XQLODWHUDO�UDWLRQDOL]DWLRQ��D�PHUJHU�ZLWK�D�WKLUG�SDUW\��D�MRLQW

YHQWXUH��D�VSHFLDOL]DWLRQ�DJUHHPHQW��RU�D�OLFHQVLQJ��OHDVH�RU�RWKHU�FRQWUDFWXDO�DUUDQJHPHQW�

WKHQ�WKH\�DUH�QRW�FRQVLGHUHG�LQ�WKH�WUDGH�RII�DQDO\VLV���

���� ,Q�FDVHV�ZKHUH�WKH�7ULEXQDO�ZRXOG�RUGHU�UHPHGLHV�IRU�RQO\�D�SRUWLRQ�RI�WKH

RYHUDOO�PHUJHU��WKHQ�WKH�UHOHYDQW�HIILFLHQFLHV�IRU�FRQVLGHUDWLRQ�DUH�WKRVH�WKDW�DULVH�IURP�WKLV

SDUW�RI�WKH�WUDQVDFWLRQ���(IILFLHQF\�FODLPV�UHODWHG�WR�RWKHU�SDUWV�RI�WKH�PHUJHU�WKDW�ZRXOG�QRW

EH�FKDOOHQJHG�ZLOO�EH�DFKLHYHG�LQ�DQ\�HYHQW��DQG�KHQFH�WKH\�DUH�QRW�FRQVLGHUHG�LQ�WKH�WUDGH�
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RII���)RU�H[DPSOH��LI�WKH�%XUHDX�FRQFOXGHV�WKDW�D�EDQN�PHUJHU�OHVVHQV�FRPSHWLWLRQ�LQ�FHUWDLQ

ORFDO�PDUNHWV��WKH�UHPHG\�VRXJKW�LQ�WKH�'LUHFWRU
V�DSSOLFDWLRQ�PD\�EH�GLYHVWLWXUH�RI�DVVHWV�LQ

WKHVH�PDUNHWV���,Q�WKLV�FDVH��FODLPHG�HIILFLHQFLHV�WKDW�ZRXOG�EH�RXWVLGH�WKHVH�ORFDO�PDUNHWV

ZLOO�QRW�EH�FRQVLGHUHG�LQ�WKH�WUDGH�RII�DQDO\VLV��

���� �7KH�%XUHDX�ZLOO�DOVR�QRW�FRQVLGHU�DQ\�HIILFLHQFLHV�WKDW�ZRXOG�OLNHO\�EH�DWWDLQHG

WKURXJK�VRPH�IRUP�RI�FR�RSHUDWLRQ�VKRUW�RI�D�PHUJHU���7KH�%XUHDX�UHFRJQL]HV�WKDW�WKH

QDWXUH�RI�WKH�ILQDQFLDO�VHUYLFHV�LQGXVWU\��LQ�SDUWLFXODU�LWV��QHWZRUN��IHDWXUHV��LPSOLHV�WKDW

FRRSHUDWLRQ�DPRQJ�LQVWLWXWLRQV�RIWHQ�IDFLOLWDWHV�WKH�HIILFLHQW�SURYLVLRQ�RI�SURGXFWV�DQG

VHUYLFHV�WR�FRQVXPHUV���3DVW�LQVWDQFHV�RI�FR�RSHUDWLRQ�DPRQJ�EDQNV��LQFOXGLQJ�WKH�,QWHUDF

QHWZRUN�DQG�6LPFRU��VXJJHVW�WKDW�IRUPV�RI�FRRSHUDWLRQ�VKRUW�RI�D�PHUJHU�PD\��LQ�VRPH

FLUFXPVWDQFHV��EH�VXIILFLHQW�WR�DWWDLQ�WKH�GHVLUHG�HIILFLHQFLHV�ZKLOH�GHFUHDVLQJ�WKH�SRWHQWLDO

WKDW�FRPSHWLWLRQ�ZLOO�EH�VXEVWDQWLDOO\�OHVVHQHG���,Q�RWKHU�FLUFXPVWDQFHV��IRU�H[DPSOH�D�PHUJHU

WKDW�PD\�IDFLOLWDWH�HQWU\�LQWR�IRUHLJQ�PDUNHWV��D�MRLQW�YHQWXUH�ZLWK�D�IRUHLJQ�ILUP��D�MRLQW

YHQWXUH�DPRQJ�GRPHVWLF�SOD\HUV�VROHO\�IRU�WKH�SXUSRVH�RI�RSHUDWLQJ�LQ�WKRVH�IRUHLJQ�PDUNHWV�

RU�DQ�DFTXLVLWLRQ�RI�D�IRUHLJQ�SOD\HU�PD\�EH�OHVV�DQWL�FRPSHWLWLYH���7R�DVVHVV�ZKHWKHU

HIILFLHQFLHV�WKDW�KDYH�EHHQ�FODLPHG�ZRXOG�OLNHO\�EH�DWWDLQHG�WKURXJK�D�PHUJHU�ZLWK�D�WKLUG

SDUW\�RU�VRPH�RWKHU�IRUP�RI�FRRSHUDWLRQ�LI�D�UHPHG\�DJDLQVW�WKH�PHUJHU�ZHUH�VRXJKW�

FRQVLGHUDWLRQ�ZLOO�EH�JLYHQ�WR�H[LVWLQJ�DOWHUQDWLYH�PHUJHU�SURSRVDOV�WKDW�DUH�OHVV

DQWL�FRPSHWLWLYH�DQG�WKDW�FDQ�UHDVRQDEO\�EH�H[SHFWHG�WR�SURFHHG�LI�WKH�RUGHU�LQ�UHVSHFW�RI�WKH

ILUVW�SURSRVHG�PHUJHU�LV�PDGH���(IILFLHQFLHV�JHQHUDOO\�ZLOO�QRW�EH�H[FOXGHG�IURP�WKH�EDODQFLQJ

SURFHVV�RQ�WKH�VSHFXODWLYH�EDVLV�WKDW�WKH\�FRXOG�EH�DWWDLQHG�WKURXJK�D�PHUJHU�ZLWK�DQ

XQLGHQWLILHG�WKLUG�SDUW\�
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&RVW�6DYLQJV�WKDW�DUH�5HGLVWULEXWLYH�LQ�1DWXUH
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���� &ODLPHG�HIILFLHQF\�JDLQV�DUH�QRW�FRQVLGHUHG�ZKHUH�WKH\�ZRXOG�OLNHO\�EH

EURXJKW�DERXW�E\�UHDVRQ�RQO\�RI�D�UHGLVWULEXWLRQ�RI�LQFRPH�EHWZHHQ�WZR�RU�PRUH�SHUVRQV��

)RU�H[DPSOH��JDLQV�WKDW�DUH�DQWLFLSDWHG�WR�DULVH�DV�D�UHVXOW�RI�LQFUHDVHG�EDUJDLQLQJ�OHYHUDJH

WKDW�HQDEOHV�WKH�PHUJHG�HQWLW\�WR�H[WUDFW�ZDJH�FRQFHVVLRQV�RU�GLVFRXQWV�IURP�VXSSOLHUV�WKDW

DUH�QRW�FRVW�MXVWLILHG�UHSUHVHQW�D�PHUH�UHGLVWULEXWLRQ�RI�LQFRPH�WR�WKH�PHUJHG�HQWLW\�IURP

HPSOR\HHV�RU�WKH�VXSSOLHU��DV�WKH�FDVH�PD\�EH���6XFK�JDLQV�DUH�QRW�EURXJKW�DERXW�E\�D�VDYLQJ

LQ�UHVRXUFHV���7KLV�FRQWUDVWV�ZLWK�WKH�VLWXDWLRQ�ZKHUH�WKH�VXSSOLHU�LV�DEOH�WR�RIIHU�EHWWHU�WHUPV

DV�D�UHVXOW�RI�WKH�IDFW�WKDW�ODUJHU�RUGHUV�IURP�WKH�PHUJHG�HQWLW\�ZLOO�HQDEOH�WKH�VXSSOLHU�WR

DWWDLQ�HFRQRPLHV�RI�VFDOH��UHGXFH�WUDQVDFWLRQ�FRVWV�RU�DFKLHYH�RWKHU�VDYLQJV�

�*UHDWHU�7KDQ��DQG��2IIVHW�

���� 7KH�ZRUGV��JUHDWHU�WKDQ��DUH�FRQVLGHUHG�WR�VLJQLI\�WKDW�WKH�HIILFLHQF\�JDLQV

PXVW�EH�PRUH�ZHLJKW\�WKDQ��PRUH�H[WHQVLYH�WKDQ��RU�RI�ODUJHU�PDJQLWXGH�WKDQ�WKH

DQWLFRPSHWLWLYH�HIIHFWV�WKDW�DUH�OLNHO\�WR�UHVXOW�IURP�WKH�PHUJHU����%\�FRPSDULVRQ��WKH�WHUP

�RIIVHW��LV�FRQVLGHUHG�WR�VXJJHVW�WKDW�WKH�HIILFLHQF\�JDLQV�PXVW�QHXWUDOL]H��FRXQWHUEDODQFH�RU

FRPSHQVDWH�IRU�WKH�OLNHO\�DQWLFRPSHWLWLYH�HIIHFWV�RI�WKH�PHUJHU���

���� 7KH�H[SUHVVLRQV��JUHDWHU�WKDQ��DQG��RIIVHW��DUH�FRQVLGHUHG�WR�HDFK�KDYH

TXDOLWDWLYH�DQG�TXDQWLWDWLYH�FRQQRWDWLRQV���7R�EH�DVVHVVHG�LQ�WHUPV�RI��JUHDWHU�WKDQ��

HIILFLHQF\�JDLQV�PXVW�EH�FDSDEOH�RI�EHLQJ�ZHLJKHG�LQ�VLPLODU�WHUPV�DV�DOO�RU�VRPH�RI�WKH

DQWLFRPSHWLWLYH�HIIHFWV�WKDW�ZLOO�OLNHO\�UHVXOW�IURP�WKH�PHUJHU���(IILFLHQF\�JDLQV�DQG

DQWLFRPSHWLWLYH�HIIHFWV�WKDW�FDQQRW�EH�ZHLJKHG�LQ�VLPLODU�WHUPV�ZLOO�EH�HYDOXDWHG�LQ�WHUPV�RI

ZKHWKHU�WKH�JDLQV�RIIVHW�WKH�DQWLFRPSHWLWLYH�HIIHFWV���7KLV�HYDOXDWLRQ�FDQ�EH�VXEMHFWLYH�LQ
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31��$FFRUGLQJO\��LI�SDUW�RI�WKH�HIILFLHQFLHV�OLNHO\�WR�UHVXOW�IURP�WKH�PHUJHU�LQFOXGH�G\QDPLF�5	'
HIILFLHQFLHV��ZKLFK�FDQQRW�EH�PHDVXUHG�LQ�VLPLODU�WHUPV�DV�DQ\�RI�WKH�OLNHO\�DQWLFRPSHWLWLYH�HIIHFWV��DQG�LI�SDUW
RI�WKH�DQWLFRPSHWLWLYH�HIIHFWV�OLNHO\�WR�UHVXOW�IURP�WKH�PHUJHU�LQFOXGH�D�UHGXFWLRQ�LQ�VHUYLFH��TXDOLW\�RU�YDULHW\
�ZKLFK�FDQQRW�EH�PHDVXUHG�LQ�WHUPV�WKDW�DUH�VLPLODU�WR�DQ\�RI�WKH�OLNHO\�HIILFLHQFLHV��WKH�'LUHFWRU�ZRXOG
H[HUFLVH�KLV�GLVFUHWLRQ�LQ�DVVHVVLQJ�ZKHWKHU�WKH�5	'�HIILFLHQFLHV�ZRXOG�OLNHO\�´RIIVHWµ�WKH�HIIHFWV�RI�D
UHGXFWLRQ�LQ�VHUYLFH��TXDOLW\�RU�YDULHW\�

32  :KHQ�D�GROODU�LV�WUDQVIHUUHG�IURP�D�EX\HU�WR�D�VHOOHU��LW�FDQQRW�EH�GHWHUPLQHG�D�SULRUL�ZKR�LV�PRUH
GHVHUYLQJ��RU�LQ�ZKRVH�KDQGV��LW�KDV�D�JUHDWHU�YDOXH��

QDWXUH�DQG�ZLOO�RUGLQDULO\�UHTXLUH�WKH�H[HUFLVH�RI�WKH�'LUHFWRU
V�GLVFUHWLRQ�����,Q�VKRUW�

HIILFLHQF\�JDLQV�DQG�DQWLFRPSHWLWLYH�HIIHFWV�WKDW�FDQ�EH�PHDVXUHG�LQ�GROODU�RU�RWKHU�VLPLODU

WHUPV�DUH�ZHLJKHG�WR�GHWHUPLQH�ZKHWKHU�WKH��JUHDWHU�WKDQ��UHTXLUHPHQW�LV�PHW��ZKHUHDV

HIILFLHQF\�JDLQV�DQG�DQWLFRPSHWLWLYH�HIIHFWV�WKDW�FDQQRW�EH�EDODQFHG�LQ�VXFK�WHUPV�DUH

FRPSDUHG�WR�GHWHUPLQH�ZKHWKHU�WKH��RIIVHW��UHTXLUHPHQW�LV�PHW���:KHUH�DOO�RI�WKH�HIILFLHQF\

JDLQV�DQG�DQWLFRPSHWLWLYH�HIIHFWV�FDQ�EH�PHDVXUHG�LQ�VLPLODU�WHUPV��DQG�ZKHUH�WKH�HIILFLHQF\

JDLQV�DUH��JUHDWHU�WKDQ��WKH�DQWLFRPSHWLWLYH�HIIHFWV��WKH\�ZLOO�DOVR�EH�FRQVLGHUHG�WR��RIIVHW��WKH

DQWLFRPSHWLWLYH�HIIHFWV�

$QWLFRPSHWLWLYH��(IIHFWV�

���� 6HFWLRQ�������UHTXLUHV�HIILFLHQF\�JDLQV�WR�EH�EDODQFHG�DJDLQVW��WKH�HIIHFWV�RI

DQ\�SUHYHQWLRQ�RU�OHVVHQLQJ�RI�FRPSHWLWLRQ�WKDW�ZLOO�UHVXOW�RU�LV�OLNHO\�WR�UHVXOW�IURP�WKH

PHUJHU�RU�SURSRVHG�PHUJHU����:KHUH�D�PHUJHU�UHVXOWV�LQ�D�SULFH�LQFUHDVH��LW�EULQJV�DERXW

ERWK�D�QHXWUDO�UHGLVWULEXWLRQ�HIIHFW���DQG�D�QHJDWLYH�UHVRXUFH�DOORFDWLRQ�HIIHFW�RQ�WKH�VXP�RI

SURGXFHU�DQG�FRQVXPHU�VXUSOXV��WRWDO�VXUSOXV��ZLWKLQ�&DQDGD���2UGLQDULO\��WKH�'LUHFWRU

PHDVXUHV�WKH�HIILFLHQF\�JDLQV�GHVFULEHG�DERYH�DJDLQVW�WKH�ODWWHU�HIIHFW��L�H���WKH�GHDGZHLJKW

ORVV�WR�WKH�&DQDGLDQ�HFRQRP\�

���� 4XDQWLI\LQJ��WKH�OLNHO\�DQWLFRPSHWLWLYH�HIIHFWV�RI�PHUJHUV�LV�JHQHUDOO\�YHU\

GLIILFXOW�WR�PDNH���7KLV�LV�SDUWLFXODUO\�VR�ZLWK�UHVSHFW�WR�WKH�PHDVXUHPHQW�RI�ORVVHV�UHODWHG�WR
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D�UHGXFWLRQ�LQ�VHUYLFH��TXDOLW\��YDULHW\��LQQRYDWLRQ�DQG�RWKHU�QRQ�SULFH�GLPHQVLRQV�RI

FRPSHWLWLRQ���,QVRIDU�DV�VXFK�ORVVHV�RIWHQ�FDQQRW�EH�TXDQWLILHG��WKH\�UHFHLYH�D�ZHLJKWLQJ�WKDW

LV�HVVHQWLDOO\�TXDOLWDWLYH�LQ�QDWXUH���,Q�YLHZ�RI�WKH�GLIILFXOWLHV�DVVRFLDWHG�ZLWK�DUULYLQJ�DW

SUHFLVH�HVWLPDWHV�RI�ERWK�WKH�HODVWLFLW\�RI�PDUNHW�GHPDQG�DQG�WKH�PDJQLWXGH�RI�WKH

SUHYHQWLRQ�RU�OHVVHQLQJ�RI�FRPSHWLWLRQ�WKDW�LV�OLNHO\�WR�EH�EURXJKW�DERXW�E\�WKH�PHUJHU�

VHYHUDO�WUDGH�RII�DVVHVVPHQWV�DUH�JHQHUDOO\�SHUIRUPHG�RYHU�D�UDQJH�RI�SULFH�LQFUHDVHV�DQG

PDUNHW�GHPDQG�HODVWLFLWLHV�

���� ,Q�FDOFXODWLQJ�WKH�PDJQLWXGH�RI�OLNHO\�HIILFLHQF\�JDLQV��FRVW�VDYLQJV�DUH

JHQHUDOO\�PHDVXUHG�DFURVV�WKH�UHGXFHG�OHYHO�RI�RXWSXW�WKDW�ZLOO�EH�UHTXLUHG�WR�EULQJ�DERXW

WKH�DQWLFLSDWHG�PDWHULDO�SULFH�LQFUHDVH���,Q�HVWLPDWLQJ�WKH�H[WHQW�RI�QHJDWLYH�UHVRXUFH

DOORFDWLRQ�HIIHFWV�RI�PHUJHUV��WKH�%XUHDX�LQFOXGHV�WKH�DGGLWLRQDO�ORVVHV�LQ�WRWDO�VXUSOXV�WKDW

DULVH�ZKHQ�PDUNHW�SRZHU�LV�EHLQJ�H[HUFLVHG�LQ�WKH�UHOHYDQW�PDUNHW�SULRU�WR�WKH�PHUJHU��

6LPLODU�ORVVHV�WKDW�DULVH�DV�D�UHVXOW�RI�IRUHJRQH�FRQWULEXWLRQ�WR�IL[HG�FRVWV��GXH�WR�UHVWULFWLQJ

OHYHOV�RI�RXWSXW��DUH�DOVR�UHFRJQL]HG�

���� *LYHQ�WKDW�VHFWLRQ�������UHTXLUHV�HIILFLHQFLHV�WR�EH�EDODQFHG�DJDLQVW�WKH�HIIHFWV

RI��DQ\��SUHYHQWLRQ�RU�OHVVHQLQJ�RI�FRPSHWLWLRQ�WKDW�ZLOO�UHVXOW�IURP�WKH�PHUJHU�

DQWLFRPSHWLWLYH�HIIHFWV�WKDW�DUH�OLNHO\�WR�DULVH�LQ�RWKHU�PDUNHWV�DIIHFWHG�E\�WKH�PHUJHU�DUH�DOVR

FRQVLGHUHG�LQ�WKH�WUDGH�RII�DQDO\VLV���+RZHYHU��DQWLFRPSHWLWLYH�HIIHFWV�LQ�PDUNHWV�WKDW�DUH�QRW

WDUJHWHG�E\�WKH�UHPHGLDO�RUGHU�JHQHUDOO\�ZLOO�QRW�EH�VXEVWDQWLDO�LQ�QDWXUH�

���� ,W�LV�WKH�'LUHFWRU·V�SROLF\�WKDW�LQ�FDVHV�ZKHUH�WKHUH�LV�D�VWURQJ�OLNHOLKRRG�RI

VXEVWDQWLDO�SUHYHQWLRQ�RU�OHVVHQLQJ�RI�FRPSHWLWLRQ��DQG�\HW�WKH�SDUWLHV�WR�WKH�PHUJHU�DUH

FODLPLQJ�HIILFLHQF\�JDLQV��WKH�'LUHFWRU�ZLOO�EULQJ�VXFK�FDVHV�EHIRUH�WKH�&RPSHWLWLRQ�7ULEXQDO

IRU�UHVROXWLRQ�

���� :KLOH�DOWHUQDWLYH�LQWHUSUHWDWLRQV�KDYH�EHHQ�SURSRVHG�IRU�DSSO\LQJ�WKH

HIILFLHQF\�H[FHSWLRQ��WKH�'LUHFWRU·V�HQIRUFHPHQW�DSSURDFK�KDV�EHHQ�WR�DGRSW�D�´WRWDO�ZHOIDUHµ
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DSSURDFK�WR�WKH�VHFWLRQ���+HQFH��DQWLFRPSHWLWLYH�HIIHFWV�UHIHU�WR�WKH�SDUW�RI�WKH�WRWDO�ORVV

LQFXUUHG�E\�EX\HUV�DQG�VHOOHUV�LQ�&DQDGD�WKDW�LV�QRW�PHUHO\�D�WUDQVIHU�IURP�RQH�SDUW\�WR

DQRWKHU��EXW�UHSUHVHQWV�D�ORVV�WR�WKH�&DQDGLDQ�HFRQRP\�DV�D�ZKROH��DWWULEXWDEOH�WR�WKH

GLYHUVLRQ�RI�UHVRXUFHV�WR�ORZHU�YDOXHG�XVHV���7KLV�VWDQGDUG�LV�QR�GLIIHUHQW�IURP�WKH�WUDGLWLRQDO

EHQHILW�FRVW�DQDO\VLV�DSSOLHG�WR�RWKHU�SXEOLF�SROLFLHV���7KH�'LUHFWRU�LV�QRW�FRQYLQFHG�WKDW�WKH

QDWXUH�RI�SRWHQWLDO�FRVW�VDYLQJV�DQG�WKH�SRVVLEOH�DQWLFRPSHWLWLYH�HIIHFWV�VWHPPLQJ�IURP�EDQN

PHUJHUV�DUH�VXIILFLHQWO\�GLVWLQFW�IURP�PHUJHUV�LQ�RWKHU�VHFWRUV�RI�WKH�HFRQRP\�WR�DGRSW�D

GLIIHUHQW�VWDQGDUG�IRU�DQDO\VLQJ�HIILFLHQFLHV�IURP�WKDW�GHVFULEHG�LQ�WKH�0(*V�



Competition Bureau Page 47
Bank Merger Enforcement Guidelines

Annex I: Banking Merger Review Process

,QWURGXFWLRQ

7KLV�DQQH[��VHWV�RXW�LQ�GHWDLO�WKH�EDQNLQJ�PHUJHUV
�UHYLHZ�SURFHVV�WR�EH�HPSOR\HG�E\�WKH

&RPSHWLWLRQ�%XUHDX�

&XUUHQW�/HJLVODWLYH�3URYLVLRQV

0HUJHUV�DUH�UHYLHZHG�E\�WKH�'LUHFWRU�RI�WKH�&RPSHWLWLRQ�%XUHDX�XQGHU�WKH�&RPSHWLWLRQ

$FW�WR�DVVHVV�WKHLU�LPSDFW�RQ�FRPSHWLWLRQ���6KRXOG�WKH�'LUHFWRU�FRQFOXGH�WKDW�D�PHUJHU�LV

OLNHO\�WR�VXEVWDQWLDOO\�OHVVHQ�RU�SUHYHQW�FRPSHWLWLRQ�KH�PD\�SURFHHG�WR�WKH�&RPSHWLWLRQ

7ULEXQDO�WR�VHHN�D�UHPHG\���

$�PHUJHU�DPRQJ�DQ\�RI�WKH�EDQNV�DOVR�UHTXLUHV�WKH�XOWLPDWH�DSSURYDO�RI�WKH�0LQLVWHU�RI

)LQDQFH�XQGHU�WKH�%DQN�$FW��

�,Q�DGGLWLRQ��WKH�0LQLVWHU�RI�)LQDQFH�DOVR�KDV�WKH�XQLTXH�DXWKRULW\�XQGHU�VHFWLRQ����RI�WKH

&RPSHWLWLRQ�$FW�WR�SUHYHQW�WKH�&RPSHWLWLRQ�7ULEXQDO�IURP�LVVXLQJ�DQ\�RUGHU�LQ�WKRVH

FLUFXPVWDQFHV�ZKHUH�KH�KDV�FHUWLILHG�WKDW�D�WUDQVDFWLRQ�DPRQJ�EDQNV�LV�GHVLUDEOH�LQ�WKH

LQWHUHVW�RI�WKH�ILQDQFLDO�V\VWHP���,Q�VKRUW��H[HUFLVLQJ�WKLV�DXWKRULW\�ZRXOG�RYHU�ULGH�WKH

'LUHFWRU
V�DQG�WKH�7ULEXQDO
V�UROHV��

:KLOH�WKH�DXWKRULW\�RI�ERWK�WKH�'LUHFWRU�DQG�WKH�0LQLVWHU�RI�)LQDQFH�DUH�VSHOOHG�RXW�LQ�WKH

&RPSHWLWLRQ�$FW�DQG�WKH�%DQN�$FW��ERWK�DFWV�DUH�VLOHQW�RQ�KRZ�WKH�'LUHFWRU�DQG�WKH�0LQLVWHU

VKRXOG�LQWHUDFW�DQG�KRZ�WKLV�SURFHVV�VKRXOG�XQIROG��
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5HYLHZ�3URFHGXUHV

,Q�RUGHU�WR�FRQWLQXH�WKH�%XUHDX
V�SUDFWLFH�RI�HQVXULQJ�SUHGLFWDELOLW\�DQG�WUDQVSDUHQF\��WKH

'LUHFWRU��DIWHU�FRQVXOWDWLRQV�ZLWK�WKH�0LQLVWHU�RI�)LQDQFH��KDV�GHFLGHG�WR�DGRSW��WKH

IROORZLQJ�SURFHGXUH�IRU�DOO�6FKHGXOH�,�EDQN�PHUJHUV�

���7KH�%XUHDX�ZLOO�IROORZ�LWV��SUDFWLFH�RI�JDWKHULQJ�LQIRUPDWLRQ�DERXW�SURSRVHG�EDQN

PHUJHUV�DQG�LQ�DQDO\VLQJ�DQ\�SRVVLEOH�DQWLFRPSHWLWLYH�HIIHFWV��

���7KH�%XUHDX�ZLOO�LGHQWLI\�WR�WKH�PHUJLQJ�SDUWLHV�RQ�DQ�RQJRLQJ�EDVLV�DQ\�OLNHO\�DQWL�

FRPSHWLYH�LVVXHV�WKDW�PD\�DULVH��

���,PPHGLDWHO\�DIWHU�KDYLQJ�FRPSOHWHG�LWV�DQDO\VLV�RI�WKH�PHUJHU�DV�SURSRVHG��WKH�'LUHFWRU

ZLOO�SURYLGH�WR�WKH�SDUWLHV�DQG�WR�WKH�0LQLVWHU�RI�)LQDQFH��D�OHWWHU�VHWWLQJ�RXW�WKH�'LUHFWRU
V

YLHZV�RQ�WKH�FRPSHWLWLYH�DVSHFWV�RI�WKH�SURSRVHG�PHUJHU��,Q�WKH�HYHQW�WKH�PHUJHU�UDLVHV

FRPSHWLWLYH�FRQFHUQV�WKH�'LUHFWRU�ZLOO�VHW�RXW�LQ�JHQHUDO�WHUPV�WKH�VRUW�RI�PHDVXUHV�WKDW

KDYH�KLVWRULFDOO\�EHHQ�DSSOLHG�WR�GHDO�ZLWK�FRPSHWLWLRQ�FRQFHUQV�

����$IWHU�UHFHLYLQJ�WKH�OHWWHU�IURP�WKH�'LUHFWRU�DQG�DIWHU�WDNLQJ�LQWR�DFFRXQW�DQ\�SXEOLF

LQWHUHVW�FRQFHUQV�H[SUHVVHG�E\�WKH�0LQLVWHU�RI�)LQDQFH�RQ�EHKDOI�RI�WKH�*RYHUQPHQW�RI

&DQDGD��WKH�SDUWLHV�WR�WKH�PHUJHU�ZRXOG�WKHQ�EH�LQ�D�SRVLWLRQ�WR�GHWHUPLQH�LI�LW�LV

DSSURSULDWH�WR�H[SORUH�SRWHQWLDO�UHPHGLHV�ZLWK�WKH�%XUHDX�LQ�UHODWLRQ�WR�DQ\�DQWLFRPSHWLWLYH

FRQFHUQV�UDLVHG�E\�WKH�'LUHFWRU�

���,Q�WKH�HYHQW�WKH�SDUWLHV�VXEVHTXHQWO\�VXFFHHG�LQ�VXJJHVWLQJ�FRPSHWHWLYH�UHPHGLHV

DFFHSWDEOH�WR�WKH�'LUHFWRU�VXFK�UHPHGLHV�PD\��LI�DSSURSULDWH��VWLOO�UHTXLUH�WKH�DSSURYDO�RI
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WKH�&RPSHWLWLRQ�7ULEXQDO��DQG�WKH�UHVXOWLQJ�PHUJHU�LWVHOI�VWLOO�QHHGV�WR�EH�DSSURYHG�E\�WKH

0LQLVWHU�RI�)LQDQFH�SXUVXDQW�WR�WKH�%DQN�$FW� 


