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IOH[LELOLW\�WR�UHVSRQG�WR�UDSLG�FKDQJHV�LQ�PDUNHW�LQWHUHVW�UDWHV��7KXV��LQYHVWPHQW� 

����� 
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REMHFWLYHV�VKRXOG�FORVHO\�FRLQFLGH�ZLWK�LQWHUQDO�DVVHW�OLDELOLW\�JRDOV�DQG�WKH�VKRUW��DQG� 
ORQJ�WHUP�EXVLQHVV�SODQ�� 

� 
x	 Characteristics of investments.�,QYHVWPHQW�FKDUDFWHULVWLFV�GHVFULEH�WKH�SHUPLVVLEOH� 

LQYHVWPHQWV�DQG�H[SODLQ�WKHLU�SURV�DQG�FRQV��7KH�ERDUG�RI�GLUHFWRUV�PXVW�VSHFLI\�LQ� 
WKH�LQYHVWPHQW�SROLF\�WKH�W\SHV�DQG�FKDUDFWHULVWLFV�RI�LQYHVWPHQWV�SHUPLWWHG�IRU�WKH� 
FUHGLW�XQLRQ��&KDUDFWHULVWLFV�PD\�LQFOXGH�WKH�LVVXHU��PDWXULW\��FRXSRQ�UDWH��LQGH[��FDS�� 
IORRU��FRXSRQ�IRUPXOD��FDOO�SURYLVLRQV��DYHUDJH�OLIH��DQG�LQWHUHVW�UDWH�ULVN��H�J��� 
GXUDWLRQ���)RU�H[DPSOH��D�ERDUG�SROLF\�VSHFLI\LQJ�SHUPLVVLEOH�LQWHUHVW�UDWH�ULVN��,55�� 
RI�DQ�LQYHVWPHQW�FRPPXQLFDWHV�WR�PDQDJHPHQW�WKH�ERDUG¶V�WROHUDQFH�IRU�ULVN�DW�WKH� 
LQVWUXPHQW�OHYHO��7KH�SROLF\�VKRXOG�HQVXUH�PDQDJHPHQW�FRQVLGHUV�WKH�HIIHFW�RI� 
LQYHVWPHQW�FKDUDFWHULVWLFV�RQ�WKH�PDUNHWDELOLW\�DQG�UHVDOH�YDOXH�RI�WKH�LQYHVWPHQW�DQG� 
WKH�FUHGLW�XQLRQ¶V�DELOLW\�WR�DFKLHYH�HVWDEOLVKHG�OLTXLGLW\�REMHFWLYHV�� 

� 
x	 IRR.�,55�LV�WKH�SRWHQWLDO�IRU�FKDQJH�LQ�WKH�YDOXH�RI�D�VHFXULW\�DV�PDUNHW�LQWHUHVW�UDWHV� 

FKDQJH��DOVR�UHIHUUHG�WR�DV�PDUNHW�ULVN���&KDQJHV�LQ�LQWHUHVW�UDWHV�FDQ�UHGXFH�WKH� 
LQYHVWPHQW¶V�YDOXH��0DQDJLQJ�,55�RQ�D�WRWDO�EDODQFH�VKHHW�EDVLV��ZKLFK�LQFOXGHV� 
PRQLWRULQJ�WKH�SULFH�VHQVLWLYLW\�RI�WKH�LQYHVWPHQW�SRUWIROLR�DQG�ORQJ�WHUP�ORDQV��LV�D� 
VRXQG�EXVLQHVV�SUDFWLFH��$�FUHGLW�XQLRQ�PD\�FRQVLGHU�ZKHWKHU�LW�VKRXOG�VSHFLI\� 
LQVWLWXWLRQ�ZLGH�,55�OLPLWV��JHQHUDOO\�IRU�QHW�HFRQRPLF�YDOXH�RU�HDUQLQJV�H[SRVXUHV�� 
LQ�OLJKW�RI�LWV�ORQJ�WHUP�LQYHVWPHQW�DQG�OHQGLQJ�DFWLYLWLHV�DQG�LWV�OHYHO�RI�FDSLWDO�� 
� 
&UHGLW�XQLRQV��HVSHFLDOO\�WKRVH�WKDW�GR�QRW�HVWDEOLVK�LQVWLWXWLRQ�ZLGH�,55�OLPLWV��PD\� 
FKRRVH�WR�HVWDEOLVK�SULFH�VHQVLWLYLW\�OLPLWV�RQ�WKHLU�LQYHVWPHQW�SRUWIROLR�RU�LQGLYLGXDO� 
LQYHVWPHQWV��7KH�RIILFLDOV�PXVW�XQGHUVWDQG�WKDW��ZKLOH�PDQ\�LQYHVWPHQWV�KDYH�JRRG� 
PDUNHWDELOLW\��WKH�VHOOLQJ�SULFH�RI�DQ�LQYHVWPHQW�PD\�EH�VHQVLWLYH�WR�FKDQJHV�LQ� 
LQWHUHVW�UDWHV��)RU�H[DPSOH��DOWKRXJK�7UHDVXU\�VHFXULWLHV�XVXDOO\�KDYH�UHDG\� 
PDUNHWDELOLW\��ORQJHU�WHUP�IL[HG�UDWH�7UHDVXU\�VHFXULWLHV�JHQHUDOO\�ZLOO�H[SHULHQFH� 
JUHDWHU�SULFH�YRODWLOLW\�WKDQ�VKRUWHU�WHUP�IL[HG�UDWH�7UHDVXU\�VHFXULWLHV�� 
� 
0DQDJHPHQW�PXVW�SUHSDUH�D�ULVN�UHSRUW�DW�OHDVW�TXDUWHUO\�LI�WKH�IDLU�YDOXH�RI�DOO� 
VHFXULWLHV�ZLWK�����HPEHGGHG�RSWLRQV������PDWXULWLHV�JUHDWHU�WKDQ�WKUHH�\HDUV��RU����� 
FRPSOH[�FRXSRQ�IRUPXODV�H[FHHGLQJ�QHW�FDSLWDO��7KH�ULVN�UHSRUW�PXVW�GRFXPHQW� 
SRWHQWLDO�HIIHFWV�RI�LQWHUHVW�UDWH�VKLIWV�RI�SOXV�DQG�PLQXV�WKUHH�SHUFHQW������EDVLV� 
SRLQWV��RQ�HDFK�VHFXULW\¶V�IDLU�YDOXH�DQG�WKH�FXPXODWLYH�HIIHFW�RI�WKRVH�VKLIWV�RQ� 
FDSLWDO������������ 
� 

x	 Liquidity risk.�$Q�LQYHVWPHQW¶V�OLTXLGLW\�RU�PDUNHWDELOLW\�ULVN�LV�WKH�ULVN�WKDW� 
LQDGHTXDWH�PDUNHW�GHSWK�FRXOG�LPSHGH�WKH�FUHGLW�XQLRQ¶V�DELOLW\�WR�SURPSWO\�VHOO�WKH� 
LQYHVWPHQW�DW�D�UHDVRQDEOH�RU�IDLU�PDUNHW�SULFH��*HQHUDOO\��7UHDVXU\�VHFXULWLHV�KDYH� 
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JUHDWHU�OLTXLGLW\�WKDQ�RWKHU�VHFXULWLHV��:LGH�ELG�DVN�VSUHDGV�FKDUDFWHUL]H�LOOLTXLG� 
VHFXULWLHV��&XUUHQW�H[DPSOHV�RI�LOOLTXLG�VHFXULWLHV�LQFOXGH�6PDOO�%XVLQHVV� 
$GPLQLVWUDWLRQ��6%$��ORDQ�SDUWLFLSDWLRQ�FHUWLILFDWHV�DQG�VPDOOHU�RU�ROGHU�PRUWJDJH� 
EDFNHG�VHFXULWLHV��0%6���$GGLWLRQDOO\��QHJRWLDEOH�&'�LQYHVWPHQWV�LQ�ILQDQFLDOO\� 
ZHDN�GHSRVLWRU\�LQVWLWXWLRQV�RIWHQ�DUH�OHVV�OLTXLG�WKDQ�LQYHVWPHQWV�LQ�VWURQJ� 
GHSRVLWRU\�LQVWLWXWLRQV�� 
� 
$�FUHGLW�XQLRQ�PXVW�KDYH�VXIILFLHQW�OLTXLG�DVVHWV�WR�PHHW�LPPHGLDWH�FDVK�GHPDQGV�� 
7KH�ERDUG�VKRXOG�FRQVLGHU�FXUUHQW�DQG�IXWXUH�OLTXLGLW\�QHHGV�EDVHG�RQ�LWV�EXVLQHVV� 
SODQ��LQFOXGLQJ�EXGJHW��DQG�DVVHW�OLDELOLW\�PDQDJHPHQW�VWUDWHJ\��7KH�ERDUG�VKRXOG� 
VWUXFWXUH�WKH�LQYHVWPHQW�SRUWIROLR�WR�KHOS�PHHW�QRUPDO�OLTXLGLW\�QHHGV��DV�ZHOO�DV�DQ\� 
XQH[SHFWHG�FDVK�RXWIORZV�� 
� 
3URSHU�FODVVLILFDWLRQ�RI�KHOG�WR�PDWXULW\��DYDLODEOH�IRU�VDOH��DQG�WUDGLQJ�VHFXULWLHV�FDQ� 
HQDEOH�D�FUHGLW�XQLRQ�WR�PHHW�LWV�OLTXLGLW\�QHHGV�ZLWKRXW�DQ�DFFRXQWLQJ� 
UHFODVVLILFDWLRQ��7KH�H[DPLQHU�PD\�TXHVWLRQ�D�FUHGLW�XQLRQ¶V�DVVHUWLRQ�WKDW�LW�KDV�WKH� 
LQWHQW�DQG�DELOLW\�WR�KROG�VHFXULWLHV�WR�PDWXULW\�LI�WKH�FUHGLW�XQLRQ�KDV�KDG�WR�VHOO�RU� 
WUDQVIHU�KHOG�WR�PDWXULW\�VHFXULWLHV�WR�PHHW�D�OLTXLGLW\�QHHG��HVSHFLDOO\�LQ�LQVWDQFHV�RI� 
D�PDWHULDO�VDOH�RU�WUDQVIHU�� 

� 
Credit risk.�&UHGLW�ULVN�LV�WKH�SRVVLEOH�ORVV�WKDW�FRXOG�RFFXU�LI�WKH�LVVXHU�RI�DQ� 
LQYHVWPHQW�GHIDXOWV�RU�LI�WKH�PDUNHW�YDOXH�RI�DQ�LQYHVWPHQW�GHFOLQHV�EHFDXVH�WKH� 
PDUNHW�SHUFHLYHV�DQ�LQFUHDVHG�SUREDELOLW\�RI�GHIDXOW��&UHGLW�ULVN�DSSHDUV�PRVW�RIWHQ�LQ� 
XQLQVXUHG�GHSRVLWV�ZLWK�RWKHU��FRUUHVSRQGHQW��ILQDQFLDO�LQVWLWXWLRQV��H�J���)HG�)XQGV� 
VROG���� 
� 
&UHGLW�XQLRQV�VKRXOG�DGGUHVV�FUHGLW�ULVN�LQ�WKHLU�LQYHVWPHQW�SROLFLHV�DV�IROORZV�� 

� 
� ��	 /LVW�VSHFLILF�SHUPLVVLEOH�LQVWLWXWLRQV��LVVXHUV��DQG�FRXQWHU�SDUWLHV�RU�VSHFLI\� 

FULWHULD�IRU�WKHLU�VHOHFWLRQ��DQG�� 
� ��	 6SHFLI\�OLPLWV�RQ�WKH�GROODU�DPRXQWV�WKH�FUHGLW�XQLRQ�PD\�LQYHVW�LQ�HDFK�� 
� 

%HIRUH�PDNLQJ�LQYHVWPHQWV�WKDW�H[FHHG�DQ�LQVXUHG�OLPLW��DUH�QRW�LQVXUHG��RU�QRW�IXOO\� 
JXDUDQWHHG�DV�WR�SULQFLSDO�DQG�LQWHUHVW�E\�WKH�8�6��*RYHUQPHQW�RU�LWV�DJHQFLHV�� 
HQWHUSULVHV��RU�FRUSRUDWLRQV��PDQDJHPHQW�PXVW�SHUIRUP�DQG�GRFXPHQW�D�FUHGLW� 
DQDO\VLV�RI�WKH�LQYHVWPHQWV��0DQDJHPHQW�PXVW�XSGDWH�WKH�DQDO\VLV�DW�OHDVW�DQQXDOO\� 
DV�ORQJ�DV�WKH�FUHGLW�XQLRQ�KROGV�WKH�LQYHVWPHQW��6PDOOHU�FUHGLW�XQLRQV�WKDW�FDQQRW� 
SHUIRUP�D�GHWDLOHG�FUHGLW�DQDO\VLV�VKRXOG�LQYHVW�IXQGV�LQ�DSSURSULDWH�DOWHUQDWLYHV� 
�H�J���FRUSRUDWH�FUHGLW�XQLRQV���DOEHLW��WKH\�VWLOO�PXVW�SHUIRUP�GXH�GLOLJHQFH�� 

� 
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x	 Concentration risk. &RQFHQWUDWLRQ�ULVN�UHVXOWV�ZKHQ�WKH�FUHGLW�XQLRQ�GRHV�QRW� 
SURSHUO\�DGGUHVV�GLYHUVLILFDWLRQ�LQ�WKH�LQYHVWPHQW�SRUWIROLR��&RQFHQWUDWLRQ�ULVN�FDQ� 
RFFXU�ZKHQ�WKH�LQYHVWPHQWV�LQ�D�SRUWIROLR�KDYH�VLPLODU�FKDUDFWHULVWLFV��VXFK�DV� 
LGHQWLFDO�FDOO�GDWHV�DQG�SURYLVLRQV��WKH�VDPH�RU�UHODWHG�LVVXHUV��RU�WKH�VDPH�JHRJUDSKLF� 
GLVWULEXWLRQ��&RQFHQWUDWLRQV�LQ�LQYHVWPHQWV�FDQ�LQFUHDVH�D�FUHGLW�XQLRQ¶V�H[SRVXUH�WR� 
LQWHUHVW�UDWH��FUHGLW��DQG�OLTXLGLW\�ULVN��7KH�LQYHVWPHQW�SROLF\�VKRXOG�VSHFLI\�GROODU� 
OLPLWV�IRU�KROGLQJV�RI�REOLJDWLRQV�ZLWK�VLPLODU�FKDUDFWHULVWLFV��H�J���IL[HG�YV��YDULDEOH�� 
W\SH�RI�IORDWLQJ�UDWH�LQGH[��JHRJUDSKLFDO�GLVWULEXWLRQ��HWF���6LJQLILFDQW�FRQFHQWUDWLRQV� 
ZLWK�LQGLYLGXDO�EURNHU�GHDOHUV�RU�VDIHNHHSHUV�SUHVHQW�ULVN�LI�PDQDJHPHQW�KDV�QRW� 
SHUIRUPHG�DGHTXDWH�GXH�GLOLJHQFH��/RVVHV�FDQ�UHVXOW�ZKHQ�XQVFUXSXORXV�EURNHU� 
GHDOHUV�RU�VDIHNHHSHUV�UHVRUW�WR�IUDXG�DQG�GHFHLW�� 

� 
x	 Delegation of authority to officials or employees.�7KH�FUHGLW�XQLRQ�ERDUG�RI� 

GLUHFWRUV�PD\�GHOHJDWH�WKH�DXWKRULW\��EXW�QRW�WKH�UHVSRQVLELOLW\��IRU�PDNLQJ�LQYHVWPHQW� 
GHFLVLRQV��7KH�ERDUG�PXVW�UHWDLQ�XOWLPDWH�UHVSRQVLELOLW\��7KH�ERDUG�PD\�DXWKRUL]H�DQ� 
RIILFLDO�RI�WKH�FUHGLW�XQLRQ��QRUPDOO\�WKH�SUHVLGHQW�RU�DQ�LQYHVWPHQW�RIILFHU��WR�LQYHVW� 
RU�GLYHVW�IXQGV�DFFRUGLQJ�WR�WKH�LQYHVWPHQW�SROLF\�RQ�D�FRQWLQXLQJ�EDVLV��)RU�H[DPSOH�� 
WKH�SROLF\�PD\�DXWKRUL]H�WKH�PDQDJHU�WR�WUDQVIHU�IXQGV�WR�DQ�RYHUQLJKW�LQYHVWPHQW� 
DFFRXQW�ZKHQHYHU�WKH�FKHFNLQJ�DFFRXQW�FDVK�EDODQFH�H[FHHGV�D�VSHFLILHG�DPRXQW�RU� 
DYHUDJH�GDLO\�EDODQFH��%RDUG�SROLF\�PXVW�VWDWH�H[SOLFLWO\�WKH�DXWKRULW\�LW�KDV�GHOHJDWHG� 
WR�WKH�PDQDJHU����������J��UHTXLUHV�SURIHVVLRQDO�TXDOLILFDWLRQV�E\�HGXFDWLRQ�RU� 
H[SHULHQFH�IRU�LQGLYLGXDOV�JLYHQ�LQYHVWPHQW�DXWKRULW\�� 
� 
,Q�RWKHU�VLWXDWLRQV��WKH�ERDUG�PD\�GHOHJDWH�RQO\�OLPLWHG�DXWKRULW\�WR�D�FUHGLW�XQLRQ� 
HPSOR\HH��H�J���FRPSOHWH�DQG�VLJQ�WKH�QHFHVVDU\�SDSHUV�UHODWHG�WR�LQYHVWPHQW� 
WUDQVDFWLRQV���7KH�ERDUG�VKRXOG�VXIILFLHQWO\�GHILQH�WKH�GHOHJDWLRQ�RI�DXWKRULW\�VR�WKH� 
LQGLYLGXDO�UHFHLYLQJ�WKH�LQYHVWPHQW�LQVWUXFWLRQV�FDQQRW�H[HUFLVH�GLVFUHWLRQDU\�SRZHUV�� 
7KLV�LQGLYLGXDO�VKRXOG�UHSRUW�DOO�WUDQVDFWLRQV�WR�WKH�ERDUG��LQYHVWPHQW�FRPPLWWHH��RU� 
H[HFXWLYH�FRPPLWWHH�DW�OHDVW�PRQWKO\��%RDUG�SROLFLHV�DQG�SURFHGXUHV�VKRXOG�DGGUHVV� 
KRZ�WKH�FUHGLW�XQLRQ�ZLOO�FRPSO\�ZLWK�����������H�J���WKH�SURKLELWLRQ�RQ�DFFHSWDQFH� 
RI�FDVK�ERQXVHV��PHUFKDQGLVH�SUHPLXPV��HWF���IURP�EURNHU�GHDOHUV��� 
� 

x	 Delegation of authority to a third-party.���������F��SHUPLWV�WKH�ERDUG�WR�GHOHJDWH� 
LWV�DXWKRULW\�IRU�LQYHVWLQJ�FUHGLW�XQLRQ�IXQGV�WR�D�WKLUG�SDUW\��+RZHYHU��WKH�FUHGLW� 
XQLRQ�PXVW�HQVXUH�WKDW�WKH�WKLUG�SDUW\�LV�DQ�LQYHVWPHQW�DGYLVHU�UHJLVWHUHG�ZLWK�WKH� 
6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��6(&���DQG�OLPLW�WKH�DJJUHJDWH�DPRXQW�RI�VXFK� 
GHOHJDWLRQV��H�J���GROODU�DPRXQW�RI�LQYHVWPHQWV��WR�����SHUFHQW�RI�QHW�ZRUWK��7KLV� 
UHVWULFWLRQ�GRHV�QRW�DSSO\�WR�LQYHVWPHQWV�LQ�PXWXDO�IXQGV��$OVR��WKH�����SHUFHQW� 
OLPLWDWLRQ�GRHV�QRW�DSSO\�WR�FUHGLW�XQLRQV�PHHWLQJ�WKH�5HJ�)OH[�UHTXLUHPHQWV�RI�3DUW� 
����� 
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� 
7KH�ERDUG�VKRXOG�H[HUFLVH�FDXWLRQ�ZKHQ�GHOHJDWLQJ�LQYHVWPHQW�GHFLVLRQ�DXWKRULW\�WR� 
6(&�UHJLVWHUHG�LQYHVWPHQW�DGYLVHUV��7KH�ERDUG�VKRXOG�SHUIRUP�WKH�IROORZLQJ� 
DGGLWLRQDO�SURFHGXUHV�� 

� 
� ��	 ,QYHVWLJDWH�WKH�LQWHJULW\�DQG�ILQDQFLDO�FRQGLWLRQ�RI�DQ\�LQYHVWPHQW�DGYLVHU�EHIRUH� 

GHOHJDWLQJ�LQYHVWPHQW�DXWKRULW\�� 
� ��	 5HGXFH�WKH�GHOHJDWLRQ�RI�DXWKRULW\�WR�ZULWLQJ�DQG�H[SOLFLWO\�VWDWH�LQ�ERDUG�SROLF\� 

WKH�DXWKRULW\�GHOHJDWHG�WR�WKH�LQYHVWPHQW�DGYLVHU��DQG� 
� ��	 8QGHUVWDQG�WKDW�WKH�ERDUG�PXVW�VHW�SROLF\�OLPLWV��DSSURYH�SURFHGXUHV��XQGHUVWDQG� 

WKH�RYHUDOO�ULVNV�DVVRFLDWHG�ZLWK�WKH�LQYHVWPHQWV��DQG�UHFHLYH�UHSRUWV�DVVHVVLQJ� 
ZKHWKHU�WKH�SRUWIROLR�KDV�UHPDLQHG�ZLWKLQ�HVWDEOLVKHG�OLPLWV��� 
� 

x	 Broker-dealer.�$�IHGHUDO�FUHGLW�XQLRQ�PD\�XVH�D�WKLUG�SDUW\��L�H���D�EURNHU�GHDOHU��WR� 
SXUFKDVH�DQG�VHOO�LQYHVWPHQWV�LI�WKH�EURNHU�GHDOHU�KROGV�D�FXUUHQW�UHJLVWUDWLRQ�DV�D� 
EURNHU�GHDOHU�ZLWK�����WKH�6(&�RU�����D�GHSRVLWRU\�LQVWLWXWLRQ�IRU�ZKLFK�D�IHGHUDO� 
UHJXODWRU\�DJHQF\�UHJXODWHV�WKH�EURNHU�GHDOHU�DFWLYLWLHV��&862V�WKDW�SURYLGH�EURNHU� 
GHDOHU�VHUYLFHV�WR�FUHGLW�XQLRQV�PXVW�PHHW�WKH�UHTXLUHPHQWV�RI����������� 
� 
$�FUHGLW�XQLRQ�PDNLQJ�DQ�LQYHVWPHQW�LQ�D�FHUWLILFDWH�RI�GHSRVLW��&'��PXVW�HLWKHU�VHQG� 
IXQGV�GLUHFWO\�WR�WKH�LVVXLQJ�GHSRVLWRU\�LQVWLWXWLRQ�RU�XVH�D�EURNHU�GHDOHU��$�IHGHUDO� 
FUHGLW�XQLRQ�PD\�XVH�D�WKLUG�SDUW\��L�H���D�&'�ILQGHU��WR�ORFDWH�LQVWLWXWLRQV�RIIHULQJ� 
KLJK�&'�UDWHV��DQG�PD\�FRPSHQVDWH�WKH�ILQGHU�IRU�WKDW�VHUYLFH��EXW�LW�PXVW�VHQG�WKH� 
IXQGV�GLUHFWO\�WR�WKH�GHSRVLWRU\�LQVWLWXWLRQ�RIIHULQJ�WKH�&'�DQG�QRW�WKURXJK�WKH�ILQGHU�� 
�5HIHU�WR�WKH�VHFWLRQ�RI�WKLV�FKDSWHU�RQ�%URNHU�'HDOHU�$QDO\VLV��/HWWHU�WR�&UHGLW� 
8QLRQV�1R�������6HSWHPEHU�������DQG�/HWWHU�WR�&UHGLW�8QLRQV�1R�����&8����� 
6HSWHPEHU������IRU�DGGLWLRQDO�JXLGDQFH��� 
� 

x	 Safekeeping.�(LWKHU�WKH�6(&�RU�D�IHGHUDO�RU�VWDWH�GHSRVLWRU\�LQVWLWXWLRQ�UHJXODWRU\� 
DJHQF\�PXVW�UHJXODWH�DQG�VXSHUYLVH�DQ\�VDIHNHHSLQJ�LQVWLWXWLRQ�WKDW�D�IHGHUDO�FUHGLW� 
XQLRQ�XVHV�IRU�FXVWRG\�RI�SXUFKDVHG�LQYHVWPHQWV��$FWXDO�RU�RSSRUWXQLW\�ORVVHV�FDQ� 
UHVXOW�IURP�LQDSSURSULDWH�VDIHNHHSLQJ�DUUDQJHPHQWV�IRU�LQYHVWPHQWV���5HIHU�WR�WKH� 
VHFWLRQ�RI�WKLV�FKDSWHU�RQ�6DIHNHHSLQJ�IRU�JXLGDQFH��� 

� 
x	 Surveillance and divestiture.�)RU�LQYHVWPHQWV�WKDW�IDLO�WR�PHHW�WKH�UHTXLUHPHQWV�RI� 

WKH�FCU Act��NCUA Rules and Regulations��RU�ERDUG�SROLF\��WKH�SROLF\�PXVW�DGGUHVV� 
KRZ�WKH�FUHGLW�XQLRQ�ZLOO�KDQGOH�WKHVH�LQYHVWPHQWV��7KH�SROLF\�VKRXOG�LQFOXGH� 
SURYLVLRQV�IRU�PRQLWRULQJ�DQG�UHSRUWLQJ�RI�KLJK�ULVN�LQYHVWPHQWV�� 

� 

����� 
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x Trading account.�)HGHUDO�FUHGLW�XQLRQV�HQJDJLQJ�LQ�LQYHVWPHQW�WUDGLQJ�PXVW�DGRSW� 
H[SDQGHG�SROLFLHV�WKDW�DGGUHVV�WKH�WUDGLQJ�LVVXH��DQG�VXIILFLHQW�UHVRXUFHV��NQRZOHGJH�� 
V\VWHPV��DQG�SURFHGXUHV�WR�PDQDJH�WKH�ULVNV��7KH�SROLF\�VKRXOG�DGGUHVV�VL]H� 
OLPLWDWLRQV�RI�WKH�WUDGLQJ�DFFRXQW��VWRS�ORVV�RU�VDOH�SURYLVLRQV��DQG�OLPLWV�RQ�WKH�OHQJWK� 
RI�WLPH�WKH�FUHGLW�XQLRQ�PD\�KROG�DQ�LQYHVWPHQW�LQ�WKH�WUDGLQJ�DFFRXQW�� 

� 
x Operational risks.�,Q�DGGLWLRQ�WR�WKH�UHTXLUHPHQWV�DERYH��FUHGLW�XQLRQV
 �LQYHVWPHQW� 

SROLFLHV�VKRXOG�DGGUHVV�WKH�YDULRXV�W\SHV�RI�ULVNV�LQKHUHQW�LQ�WKH�LQYHVWPHQW�SURFHVV�� 
LQFOXGLQJ�� 

� 
�� 0DQDJHPHQW�ULVN��0DQDJHPHQW�ULVN�LV�WKH�ORVV�SRWHQWLDO�UHVXOWLQJ�IURP�ODFN�RI� 

NQRZOHGJH�DERXW�YDULRXV�FKDUDFWHULVWLFV�RI�WKH�LQWHQGHG�LQYHVWPHQW�LQVWUXPHQW�� 
%HIRUH�PDNLQJ�DQ\�LQYHVWPHQW��PDQDJHPHQW�PXVW�WKRURXJKO\�XQGHUVWDQG�WKH� 
LQWHQGHG�VHFXULW\�DQG�HQVXUH�WKDW�WKH�LQYHVWPHQW¶V�ULVN�FKDUDFWHULVWLFV�DUH� 
FRQVLVWHQW�ZLWK�WKH�FUHGLW�XQLRQ¶V�RYHUDOO�LQYHVWPHQW�REMHFWLYHV�DQG�EXVLQHVV� 
JRDOV��0DQDJHPHQW¶V�XQIDPLOLDULW\�ZLWK�WKH�SULFLQJ�RI�DQ�LQYHVWPHQW�RU�WHUPV�RI� 
WKH�LQYHVWPHQW�WUDQVDFWLRQ�FDQ�UHVXOW�LQ�ORVVHV�LI�WKH�SULFH�PDQDJHPHQW�SDLG� 
H[FHHGV�WKH�IDLU�YDOXH��7KHUHIRUH��PDQDJHPHQW�PXVW�XQGHUVWDQG�KRZ�WKH� 
LQYHVWPHQW�LQVWUXPHQW�UHDFWV�WR�FKDQJHV�LQ�PDUNHW�LQWHUHVW�UDWHV�� 

� 
- 7UDQVDFWLRQDO�RU�RSHUDWLRQDO�ULVN��7KLV�ULVN�DULVHV�IURP�GHILFLHQFLHV�LQ�LQIRUPDWLRQ� 

V\VWHPV�RU�LQWHUQDO�FRQWUROV�WKDW�FDQ�UHVXOW�LQ�XQH[SHFWHG�ORVV��6RXUFHV�RI� 
RSHUDWLRQDO�ULVN�LQFOXGH�LQDGHTXDWH�SURFHGXUHV��KXPDQ�HUURU��V\VWHP�IDLOXUH��DQG� 
IUDXG��7KH�ILUVW�OLQH�RI�GHIHQVH�LQ�FRQWUROOLQJ�RSHUDWLQJ�ULVNV�LV�HIIHFWLYH�LQWHUQDO� 
FRQWUROV��LQFOXGLQJ�VHSDUDWLRQ�RI�GXWLHV�DQG�VXSHUYLVLRQ�RI�SHUVRQV�H[HFXWLQJ� 
LQYHVWPHQW�WUDQVDFWLRQV�IURP�WKRVH�UHVSRQVLEOH�IRU�SURFHVVLQJ�WUDQVDFWLRQV�DQG� 
DFFRXQWLQJ�IRU�LQYHVWPHQWV��DQG�� 

�
 - &RPSOLDQFH�RU�OHJDO�ULVN��)HGHUDO�FUHGLW�XQLRQV�PXVW�HQVXUH�WKDW�LQYHVWPHQWV� 

FRPSO\�ZLWK�WKH�FCU Act��NCUA Rules and Regulations��DQG�RWKHU�DSSOLFDEOH� 
ODZV��/HJDO�ULVN�LQFOXGHV�WKH�ULVN�WKDW�FRQWUDFWV��VXFK�DV�FXVWRGLDO�DJUHHPHQWV�DQG� 
UHSXUFKDVH�DJUHHPHQWV��DUH�QRW�OHJDOO\�HQIRUFHDEOH�RU�SURSHUO\�GRFXPHQWHG�� 
)HGHUDO�FUHGLW�XQLRQV�VKRXOG�DGHTXDWHO\�HYDOXDWH�DJUHHPHQWV�EHIRUH�HQWHULQJ�LQWR� 
D�FRQWUDFW�WR�HQVXUH�����FRPSOLDQFH�ZLWK�DSSOLFDEOH�ODZV��DQG�����LQFOXVLRQ�RI�DOO� 
EDUJDLQHG�IRU�GXWLHV�DQG�SURYLVLRQV��VXFK�DV�WKH�RUGLQDU\�GXW\�RI�FDUH�IRU�D� 
VDIHNHHSHU��RU�WKH�UHTXLUHPHQW�IRU�D�SHUIHFWHG�ILUVW�SULRULW\�VHFXULW\�LQWHUHVW�LQ� 
UHSXUFKDVH�FROODWHUDO�� 

� 
'XULQJ�WKH�UHYLHZ�RI�WKH�ERDUG�DQG�WKH�H[HFXWLYH�FRPPLWWHH�PLQXWHV��H[DPLQHUV�VKRXOG�
 
GHWHUPLQH�WKDW�WKH�ERDUG�IXOILOOV�LWV�UHVSRQVLELOLWLHV�DQG�WKDW�DQ\�LQGLYLGXDO�WR�ZKRP�WKH�
 

����� 
� 
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Examination 
Guidance 

Classification 
of Securities 
SFAS 115 

ERDUG�KDV�GHOHJDWHG�LWV�DXWKRULW\�VXEPLWV�WKH�SURSHU�UHSRUWV��%RDUG�PLQXWHV�VKRXOG�FOHDUO\� 
RXWOLQH�WR�ZKRP�WKH�ERDUG�KDV�GHOHJDWHG�DXWKRULW\�DQG�WKH�H[WHQW�RI�WKDW�DXWKRULW\�� 
([DPLQHUV�VKRXOG�UHYLHZ�VXFK�GHOHJDWLRQV�GXULQJ�HDFK�H[DPLQDWLRQ�� 
� 
,Q�VXPPDU\��FUHGLW�XQLRQV�FDQ�UHGXFH�LQYHVWPHQW�ULVNV�E\�� 
� 
x )XOO\�HYDOXDWLQJ�HDFK�W\SH�RI�LQYHVWPHQW�EHIRUH�SXUFKDVH��LQFOXGLQJ�WKH� 

FUHGLWZRUWKLQHVV�DQG�RU�WKH�ILQDQFLDO�FRQGLWLRQ�RI�WKH�LVVXHU�DQG�WKH�SRWHQWLDO�,55�RI� 
WKH�SURSRVHG�LQYHVWPHQW�� 

x $QDO\]LQJ�WKH�ILQDQFLDO�FRQGLWLRQ�DQG�UHSXWDWLRQ�RI�DQ\�LQWHUPHGLDU\�WR�WKH� 
WUDQVDFWLRQ��VXFK�DV�D�EURNHU�GHDOHU��DQG� 

x 'LYHUVLI\LQJ�WKH�LQYHVWPHQW�SRUWIROLR�E\�W\SH��PDWXULW\��JHRJUDSKLFDO�ORFDWLRQ�� 
JXDUDQWRU��HWF�� 

� 
([DPLQHUV�VKRXOG�FRPSOHWH�WKH�³,QYHVWPHQW�&RQWUROV´�TXHVWLRQQDLUH�EHIRUH�GHWHUPLQLQJ� 
WKH�H[WHQW�RI�LQYHVWPHQW�ULVN��7KH�H[DPLQHU�PD\�GHFLGH�WR�H[SDQG�WKH�UHYLHZ�LI�����WKH� 
FUHGLW�XQLRQ�KDV�FKDQJHG�LWV�LQYHVWPHQW�SROLFLHV�VLQFH�WKH�ODVW�H[DPLQDWLRQ������WKH� 
H[DPLQHU�RU�DXGLWRU�QRWHG�LQYHVWPHQW�LQWHUQDO�FRQWURO�RU�RWKHU�ZHDNQHVVHV������WKH�FUHGLW� 
XQLRQ�FKDQJHG�VXEVWDQWLDOO\�LWV�LQYHVWPHQW�PL[��RU�����WKH�FUHGLW�XQLRQ�KDV�PDWHULDO� 
DPRXQWV�RI�FRPSOH[�LQYHVWPHQWV�LQ�LWV�LQYHVWPHQW�SRUWIROLR�� 
� 
,I�WKH�H[DPLQHU�DQG�VXSHUYLVRU\�H[DPLQHU�GHWHUPLQH�WKH�QHFHVVLW\�RI�UHYLHZLQJ� 
LQYHVWPHQWV��WKH�H[DPLQHUV�VKRXOG�VDPSOH�HDFK�LQYHVWPHQW�W\SH��)RU�H[DPSOH��LI�WKH� 
FUHGLW�XQLRQ�KDV�����&'V��WKH�H[DPLQHU�PD\�UHYLHZ�D�VDPSOH�RI�ILYH�&'V��,I�SUREOHPV� 
H[LVW��H[DPLQHUV�VKRXOG�H[SDQG�WKHLU�DQDO\VLV�WR�WKH�SRLQW�RI�GHWHUPLQLQJ�WKH�VHYHULW\�RI� 
WKH�SUREOHPV�DQG�GHYHORSLQJ�SODQV�IRU�FRUUHFWLRQ�� 
� 
([DPLQHUV�PD\�UHYLHZ�EURNHU�GHDOHU�DFWLYLW\��ZKHQ�DSSOLFDEOH��WR�GHWHUPLQH�WKH�H[LVWHQFH� 
DQG�H[WHQW�RI�DQ\�UHVXOWLQJ�SUREOHPV��([DPLQHUV�PD\�DOVR�UHYLHZ�D�VDPSOH�RI� 
LQYHVWPHQWV�PDGH�WKURXJK�D�QHZ�EURNHU�GHDOHU�� 
� 
� 
)HGHUDO�FUHGLW�XQLRQV�PXVW�UHSRUW�VHFXULWLHV�LQ�DFFRUGDQFH�ZLWK�JHQHUDOO\�DFFHSWHG� 
DFFRXQWLQJ�SULQFLSOHV��*$$3���ZKLFK�UHTXLUH�FDWHJRUL]LQJ�D�VHFXULW\�LQ�RQH�RI�WKUHH� 
FODVVLILFDWLRQV�� 
� 

x	 Trading securities ��GHEW�DQG�HTXLW\�VHFXULWLHV�WKDW�WKH�FUHGLW�XQLRQ�ERXJKW�DQG�KROGV� 
SULPDULO\�IRU�WKH�SXUSRVH�RI�VHOOLQJ�LQ�WKH�QHDU�WHUP��KHOG�IRU�RQO\�D�VKRUW�SHULRG�RI� 

������ 
� 
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Broker-Dealer 
Analysis 

WLPH���7KH�FUHGLW�XQLRQ�UHSRUWV�WUDGLQJ�VHFXULWLHV�DW�IDLU�YDOXH�WKURXJK�WKH�LQFRPH� 
VWDWHPHQW�� 

� 
x Held-To-Maturity securities ��GHEW�VHFXULWLHV�WKDW�WKH�FUHGLW�XQLRQ�KDV�WKH�SRVLWLYH� 

LQWHQW�DQG�DELOLW\�WR�KROG�WR�PDWXULW\��7KH�FUHGLW�XQLRQ�UHSRUWV�KHOG�WR�PDWXULW\� 
VHFXULWLHV�DW�DPRUWL]HG�FRVW��DQG� 

� 
x Available-For-Sale securities ��GHEW�DQG�HTXLW\�VHFXULWLHV�QRW�FODVVLILHG�DV�HLWKHU� 

WUDGLQJ�RU�KHOG�WR�PDWXULW\�VHFXULWLHV��&UHGLW�XQLRQV�UHSRUW�DYDLODEOH�IRU�VDOH�VHFXULWLHV� 
DW�IDLU�YDOXH�WKURXJK�D�VHSDUDWH�FRPSRQHQW�RI�HTXLW\�RQ�WKH�EDODQFH�VKHHW�� 
$FFXPXODWHG�8QUHDOL]HG�*DLQV�/RVVHV�RQ�$YDLODEOH�IRU�6DOH�6HFXULWLHV�� 

� 
$EVHQW�HYLGHQFH�WR�WKH�FRQWUDU\��H[DPLQHUV�QRUPDOO\�VKRXOG�DFFHSW�WKH�FUHGLW�XQLRQ¶V� 
GHVLJQDWLRQV��HVSHFLDOO\�LI�WKH�H[DPLQHU�FRQVLGHUV�WKH�H[WHUQDO�DXGLW�DGHTXDWH�DQG�GRHV� 
QRW�WDNH�H[FHSWLRQ���&RQWUDGLFWRU\�HYLGHQFH�FRXOG�LQFOXGH�D�SDWWHUQ�RI�LQWHUPLWWHQW�VDOHV� 
RU�WUDQVIHUV�RI�KHOG�WR�PDWXULW\�VHFXULWLHV��VXJJHVWLQJ�WKDW�WKH�VHFXULWLHV�DUH�DFWXDOO\� 
DYDLODEOH�IRU�VDOH���7KH�H[DPLQHU�VKRXOG�IRFXV�RQ�HYDOXDWLQJ�WKH�ULVNV�LQ�WKH�VHFXULWLHV� 
KROGLQJV�DQG�DFWLYLWLHV�DQG�RQ�WKH�FUHGLW�XQLRQ¶V�PDQDJHPHQW�RI�WKHVH�ULVNV��DQG�VKRXOG� 
QRW�PLFUR�PDQDJH�WKH�FODVVLILFDWLRQ�RI�VHFXULWLHV�XQGHU�6)$6�1R��������5HIHU�WR�6)$6� 
����IRU�IXUWKHU�LQIRUPDWLRQ��� 
� 
� 
)ROORZLQJ�DUH�UHFRPPHQGHG�JXLGHOLQHV�IRU�FUHGLW�XQLRQV�WR�DQDO\]H�DQG�VHOHFW�D�EURNHU� 
GHDOHU�� 
� 
x Use only established, well-capitalized, registered broker-dealers. 7KH�ERDUG� 

VKRXOG�XVH�HVWDEOLVKHG��ZHOO�FDSLWDOL]HG��DQG�UHSXWDEOH�QDWLRQDO�DQG�UHJLRQDO�ILUPV�� 
DQG�VKRXOG�HVWDEOLVK�PLQLPXP�FDSLWDO�VWDQGDUGV�IRU�HDFK�EURNHU�GHDOHU��,I�DYDLODEOH�� 
WKH�FUHGLW�XQLRQ�VKRXOG�FRQVLGHU�UHSRUWV�DQG�FUHGLW�UDWLQJV�IURP�RQH�RU�PRUH�RI�WKH� 
QDWLRQDOO\�UHFRJQL]HG�VWDWLVWLFDO�UDWLQJ�RUJDQL]DWLRQV��H�J���0RRG\¶V��6WDQGDUG�	 � 
3RRU¶V��RU�)LWFK��� 
� 
0DQDJHPHQW�VKRXOG�HQVXUH�WKH�EURNHU�GHDOHU�LV�HLWKHU�����UHJLVWHUHG�ZLWK�WKH� 
6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�XQGHU�WKH�6HFXULWLHV�([FKDQJH�$FW�RI������RU� 
����LV�D�GHSRVLWRU\�LQVWLWXWLRQ�ZKRVH�EURNHU�GHDOHU�DFWLYLWLHV�DUH�UHJXODWHG�E\�D�IHGHUDO� 
UHJXODWRU\�DJHQF\��)RU�XQUHJXODWHG�ILUPV��WKH�H[DPLQHU�VKRXOG�GHWHUPLQH�WKDW�WKH� 
FUHGLW�XQLRQ�RQO\�REWDLQV�LQIRUPDWLRQ�IURP�WKH�XQUHJXODWHG�ILUPV��H�J���D�&'�ILQGHU��� 
EXW�GRHV�QRW�VHQG�IXQGV�WKURXJK�VXFK�ILUPV�� 
� 
0DQDJHPHQW�VKRXOG�UHJXODUO\�UHYLHZ�WKH�ILQDQFLDO�VWUHQJWK�RI�WKH�EURNHU�XVLQJ�WKH� 

������ 
� 
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EURNHU¶V�ODWHVW�DXGLWHG�ILQDQFLDO�VWDWHPHQWV��SD\LQJ�SDUWLFXODU�DWWHQWLRQ�WR�WKH�FDSLWDO� 
DQG�OHYHUDJH�SRVLWLRQV��VXFK�DV�QRWHV�SD\DEOH�DQG�VHFXULWLHV�SXUFKDVHG�RQ�PDUJLQ��VHH� 
/HWWHU�WR�&UHGLW�8QLRQV�1R�������� 
� 

x	 Check references and complaints against the firm and broker.�0DQDJHPHQW� 
VKRXOG�SHUIRUP�D�EDFNJURXQG�DQG�UHSXWDWLRQ�FKHFN�RQ�EURNHU�GHDOHUV�ZLWK�ZKRP�WKH� 
FUHGLW�XQLRQ�GRHV�EXVLQHVV��VHH�/HWWHU�WR�&UHGLW�8QLRQV��1R�������GDWHG�6HSWHPEHU� 
�������$�EDFNJURXQG�FKHFN�LQFOXGHV�UHTXHVWLQJ�DQG�UHYLHZLQJ�WKUHH�WR�ILYH�UHIHUHQFHV� 
IURP�WKH�VDOHVSHUVRQ�DQG�WKH�ILUP��DQG�LQTXLULQJ�RI�RWKHU�FUHGLW�XQLRQV��FKDSWHUV��DQG� 
OHDJXHV�DERXW�WKH�EURNHU�GHDOHU�DQG�ILUP��� 

� 
)RU�HDFK�ILUP�ZLWK�ZKLFK�WKH�FUHGLW�XQLRQ�GRHV�RU�SODQV�WR�GR�EXVLQHVV��WKH�ERDUG� 
VKRXOG�VSHFLILFDOO\�UHTXHVW�DQG�REWDLQ�D�ZULWWHQ�UHVSRQVH�FRQILUPLQJ�RU�GHQ\LQJ�LI�WKH� 
6(&��WKH�1DWLRQDO�$VVRFLDWLRQ�RI�6HFXULWLHV�'HDOHUV��1$6'���RU�D�VWDWH�VHFXULWLHV� 
UHJXODWRU�KDV�VDQFWLRQHG�HLWKHU�WKH�ILUP�RU�LWV�VDOHVSHRSOH�LQ�WKH�ODVW�ILYH�\HDUV��7KH� 
ERDUG�VKRXOG�SHUIRUP�WKH�VDPH�GXH�GLOLJHQFH�RQ�HDFK�VDOHVSHUVRQ�DQG�FRQILUP�WKH� 
UHVSRQVHV�ZLWK�WKH�6(&�RU�1$6'��ZZZ�QDVGU�FRP��DQG�WKH�DSSOLFDEOH�VWDWH� 
VHFXULWLHV�UHJXODWRU��7KH�FUHGLW�XQLRQ�VKRXOG�REWDLQ�D�EURNHU�GHDOHU�UHJLVWUDWLRQ� 
VWDWHPHQW�IURP�1$6'�EHIRUH�GRLQJ�EXVLQHVV�ZLWK�DQ\�LQGLYLGXDO�� 
� 
1$6'�5HJXODWLRQ��1$6'5��SURYLGHV�DQ�RQOLQH�3XEOLF�'LVFORVXUH�3URJUDP��8VLQJ� 
WKH�1$6'5¶V�&HQWUDO�5HJLVWUDWLRQ�'HSRVLWRU\��&5'��WKH�FUHGLW�XQLRQ�FDQ�DFFHVV� 
EURNHU�UHODWHG�EDFNJURXQG�LQIRUPDWLRQ��(DFK�EURNHU�GHDOHU�ILUP�DQG�UHJLVWHUHG� 
UHSUHVHQWDWLYH�KDV�D�XQLTXH�&5'�QXPEHU��ZKLFK�LW�PXVW�SURYLGH�XSRQ�UHTXHVW��&UHGLW� 
XQLRQV�FDQ�XVH�WKH�&5'�QXPEHU�WR�UHIHUHQFH�EDFNJURXQG�LQIRUPDWLRQ�IURP�1$6'5�� 

� 
x	 Ascertain information about the knowledge, experience, and performance of the 

broker.�0DQDJHPHQW�VKRXOG�LQTXLUH�DERXW�WKH�VDOHVSHUVRQ
 V�NQRZOHGJH�DQG�VNLOOV�� 
REWDLQ�D�UHVXPH��DQG�GHWHUPLQH�ZKDW�WUDLQLQJ�WKH�ILUP�SURYLGHV�LWV�VDOHVSHRSOH��0RVW� 
UHSXWDEOH�ILUPV�KDYH�VFKRROV�RU�UHTXLUH�SHULRGLF�WUDLQLQJ�� 
� 
2Q�D�FRQWLQXLQJ�EDVLV��PDQDJHPHQW�VKRXOG�DQDO\]H�WKH�RYHUDOO�SHUIRUPDQFH�RI�WKH� 
EURNHU��H�J���UHYLHZ�WKH�QXPEHU�RI�WLPHV�WKH�EURNHU�SURYLGHG�WKH�ORZHVW�FRVW�RIIHU�RQ� 
VHFXULWLHV�SXUFKDVHG���7KH�FUHGLW�XQLRQ�VKRXOG�QRW�GR�EXVLQHVV�ZLWK�VDOHVSHRSOH�ZKR� 
GR�QRW�H[SODLQ�LQ�GHSWK�WKH�W\SH�RI�VHFXULW\�WKH\�DUH�RIIHULQJ�IRU�VDOH��0RVW�UHSXWDEOH� 
ILUPV�SURYLGH�VDOHVSHRSOH�ZLWK�UHVHDUFK�DQG�DQDO\VLV�UHSRUWV�WKDW�H[SODLQ�WKH� 
LQYHVWPHQW�SURGXFWV�� 

� 
x Obtain competitive bids and offers��&UHGLW�XQLRQV�VKRXOG�REWDLQ�FRPSHWLWLYH�ELGV� 

DQG�RIIHUV�IURP�PRUH�WKDQ�RQH�EURNHU��%HIRUH�SXUFKDVLQJ�RU�VHOOLQJ�D�VHFXULW\�� 

������ 
� 
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PDQDJHPHQW�PXVW�SURFXUH�HLWKHU�����SULFH�TXRWDWLRQV�RQ�WKH�VHFXULW\�IURP�DW�OHDVW�WZR� 
EURNHU�GHDOHUV�RU�����D�SULFH�TXRWDWLRQ�RQ�WKH�VHFXULW\�IURP�DQ�LQGXVWU\�UHFRJQL]HG� 
LQIRUPDWLRQ�SURYLGHU��H�J���%ORRPEHUJ��5HXWHUV��HWF���7KLV�LQIRUPDWLRQ�LV�QRW�UHTXLUHG� 
IRU�QHZ�LVVXHV�HLWKHU�SXUFKDVHG�DW�SDU�RU�DW�DQ�RULJLQDO�LVVXH�GLVFRXQW��H�J���D�8�6�� 
7UHDVXU\�1RWH�SXUFKDVHG�DW�D�GLVFRXQW�DW�DXFWLRQ���7R�HQVXUH�WKH�FUHGLW�XQLRQ�UHFHLYHV� 
D�IDLU�PDUNHW�SULFH��PDQDJHPHQW�VKRXOG�FRQVLGHU�REWDLQLQJ�WKUHH�LQGHSHQGHQW� 
TXRWDWLRQV�EHIRUH�SXUFKDVLQJ�RU�VHOOLQJ�D�VHFXULW\�� 
� 
,I�PDQDJHPHQW�FDQQRW�SURFXUH�PXOWLSOH�RIIHUV�IURP�GLIIHUHQW�EURNHUV�WR�VHOO�D�VHFXULW\� 
WR�WKH�FUHGLW�XQLRQ��WKH\�VKRXOG�GHWHUPLQH�WKH�OLTXLGLW\�RI�WKH�LQYHVWPHQW��H�J���ZLOO� 
RWKHU�EURNHUV�SURYLGH�D�ELG�RQ�WKH�VHFXULW\��DQG�ZKHWKHU�WKH�RIIHU�UHSUHVHQWV�IDLU�YDOXH� 
EHIRUH�FRPPLWWLQJ�WR�SXUFKDVH�LW��7KH�ODFN�RI�PXOWLSOH�ELGV�IURP�EURNHUV�WR�SXUFKDVH� 
D�VHFXULW\�IURP�D�FUHGLW�XQLRQ�PD\�LQGLFDWH�DQ�LOOLTXLG�VHFXULW\��H�J���RIWHQ��RQO\�WKH� 
RULJLQDWLQJ�GHDOHU�ELGV�RQ�D�SULYDWHO\�SODFHG�FROODWHUDOL]HG�PRUWJDJH�REOLJDWLRQ� 
�&02����7KH�FUHGLW�XQLRQ�VKRXOG�WU\�WR�FRQILUP�WKDW�WKH�VROH�ELG�UHSUHVHQWV�IDLU�YDOXH�� 
)RU�H[DPSOH��WKH�FUHGLW�XQLRQ�PD\�UHTXHVW�ELGV�RQ�FRPSDUDEOH�VHFXULWLHV��WKRVH�ZLWK� 
VXEVWDQWLDOO\�VLPLODU�FKDUDFWHULVWLFV���UHWDLQLQJ�UHDVRQDEOH�DQG�DSSURSULDWH� 
GRFXPHQWDWLRQ��H�J���GDWHG�WHOHSKRQH�QRWH�ZLWK�TXRWH�IURP�EURNHU�RU�GDWHG�Wall Street 
Journal�TXRWH�RQ�VSHFLILF�FRPSDUDEOH�VHFXULW\���%URNHUV�JHQHUDOO\�GR�QRW�SURYLGH� 
ZULWWHQ�ELGV�� 
� 

x	 Prepare a board resolution and list of limitations.�7KH�ERDUG�PXVW�PDLQWDLQ�DQ� 
LQWHUQDO�OLVW�RI�ERDUG�DSSURYHG�EURNHU�GHDOHUV��LQFOXGLQJ�D�OLVW�RI�OLPLWDWLRQV�RQ�WKH� 
DPRXQW�RI�IXQGV�DQG�W\SHV�RI�VHFXULWLHV�WKDW�PDQDJHPHQW�RU�VWDII�PD\�SODFH�RU�LQYHVW� 
ZLWK�HDFK�ILUP��,Q�DGGLWLRQ��WKH�ERDUG�VKRXOG�SRVVHVV�D�ZULWWHQ�DJUHHPHQW�ZLWK�HDFK� 
EURNHU�GHDOHU�WKDW�VSHFLILHV�WKH�W\SH�RI�VHFXULWLHV��WUDQVDFWLRQV�DSSURYHG��DQG�WKH� 
DSSURYHG�DPRXQW�IRU�HDFK�ILUP�DQG�LQGLYLGXDO�EURNHU��7KH�ERDUG�VKRXOG�DFTXLUH�DQG� 
PDLQWDLQ�D�EDVLF�XQGHUVWDQGLQJ�RI�WKH�EXVLQHVV�VWUXFWXUH�RI�WKH�EURNHU�GHDOHU�LQFOXGLQJ� 
WKH�SULPDU\�HPSKDVLV�RI�WKH�ILUP��H�J���JRYHUQPHQW�VHFXULWLHV��DJHQF\�VHFXULWLHV�� 
&02V��UHWDLO��HWF��� 

� 
x	 Use a recorded phone line.�([DPLQHUV�VKRXOG�HQFRXUDJH�FUHGLW�XQLRQV�ZLWK�DFWLYH�RU� 

YHU\�ODUJH�LQYHVWPHQW�SRUWIROLRV�WR�PDLQWDLQ�D�VHSDUDWH��UHFRUGHG�SKRQH�OLQH�WR� 
GRFXPHQW�WUDGLQJ�LQVWUXFWLRQV�DQG�UHWDLQ�D�UHFRUG�RI�FRQYHUVDWLRQV�ZLWK�WKH�EURNHU� 
GHDOHU��%HIRUH�WKH�RIILFLDOV�UHFRUG�FRQYHUVDWLRQV�ZLWK�D�EURNHU�GHDOHU��WKH\�VKRXOG� 
H[HUFLVH�GXH�GLOLJHQFH�E\�DGGUHVVLQJ�UHOHYDQW�OHJDO�DQG�FRQWUDFWXDO�LVVXHV�� 

� 
$�FUHGLW�XQLRQ¶V�UHOLDQFH�RQ�6HFXULWLHV�,QYHVWRU�3URWHFWLRQ�&RUS���6,3&��LQVXUDQFH�GRHV� 
QRW�VXEVWLWXWH�IRU�D�WKRURXJK�UHYLHZ�RI�WKH�EURNHU�GHDOHU��,I�DYDLODEOH��6,3&�LQVXUDQFH� 
FRYHUV�RQO\�WKH�ILUVW����������RI�FRYHUHG�VHFXULWLHV�DQG�FDVK��0DQ\�EURNHU�GHDOHUV�DQG� 
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FXVWRGLDQV�REWDLQ�SULYDWH�LQVXUDQFH�WR�FRYHU�ORVVHV�LQ�H[FHVV�RI�WKH�6,3&�OLPLW��+RZHYHU�� 
UHFRUG�NHHSLQJ�SUREOHPV��IUDXG��GLVSXWHG�DPRXQWV��RU�LQHOLJLEOH�LQYHVWPHQWV��H�J���UHSR� 
DJUHHPHQWV��PD\�SUHYHQW�FROOHFWLRQ�LQ�IXOO�IURP�WKH�6,3&�RU�SULYDWH�LQVXUHU�� 
� 
/HWWHU�WR�&UHGLW�8QLRQV��1R�������FRQWDLQV�DGGLWLRQDO�LQIRUPDWLRQ�RQ�EURNHU�GHDOHU� 
DQDO\VLV��6HH�DOVR����������DQG�WKH�LQYHVWPHQW�JXLGDQFH�SDSHU�� 
� 
� 
([DPLQHUV�VKRXOG�UHYLHZ�WKH�VXSHUYLVRU\�FRPPLWWHH�DXGLW�WR�GHWHUPLQH�ZKHWKHU�WKH� 
DXGLWRU�YHULILHG�LQYHVWPHQWV�DQG�LI�PDWHULDO�GHILFLHQFLHV�ZHUH�SUHVHQW�LQ�WKH�LQYHVWPHQW� 
DUHD��7KH�DXGLWRU�EDVHV�WKH�H[WHQW�RI�WKH�YHULILFDWLRQ�RI�LQYHVWPHQWV�RQ�WKH�DXGLW�VFRSH� 
DQG�FRPSXWHG�PDWHULDOLW\�OHYHO��([DPLQHUV�VKRXOG�UHYLHZ�WKH�VFRSH�DQG�FRPSXWHG� 
PDWHULDOLW\�OHYHO�IRU�UHDVRQDEOHQHVV��9HULILFDWLRQ�RI�LQYHVWPHQWV�UHTXLUHV�WKH�DXGLWRU�WR� 
HLWKHU�SK\VLFDOO\�LQVSHFW�WKH�LQYHVWPHQWV�RU�VHQG�FRQILUPDWLRQ�OHWWHUV��,I�WKH�DXGLWRU�GLG� 
QRW�YHULI\�LQYHVWPHQWV��WKH�H[DPLQHU�VKRXOG�DUUDQJH�WR�KDYH�WKH�FRPPLWWHH�SHUIRUP�WKH� 
YHULILFDWLRQ�ZLWKLQ�D�UHDVRQDEOH�SHULRG��XVXDOO\����GD\V��([DPLQHUV�VKRXOG�QRW�PDNH�D� 
SK\VLFDO�LQVSHFWLRQ�RU�VHQG�YHULILFDWLRQ�OHWWHUV�XQOHVV�WKH\�VXVSHFW�D�SUREOHP�DQG�QHHG�WKH� 
LQVSHFWLRQ�RU�WKH�YHULILFDWLRQ�WR�VXSSRUW�DQ�H[DPLQHU
 V�ILQGLQJ��([DPLQHUV�VKRXOG�FRQVXOW� 
ZLWK�WKH�VXSHUYLVRU\�H[DPLQHU�EHIRUH�VHQGLQJ�RXW�FRQILUPDWLRQV�� 
� 
� 
([DPLQHUV�VKRXOG�HPSKDVL]H�WR�WKH�RIILFLDOV�WKH�LPSRUWDQFH�RI�VDIHNHHSLQJ�LQYHVWPHQWV� 
ZLWK�D�UHSXWDEOH�WKLUG�SDUW\�DQG�HQIRUFLQJ�QHFHVVDU\�LQWHUQDO�FRQWUROV�WR�PLQLPL]H�WKH� 
SRVVLELOLW\�RI�ORVV��7KH�FUHGLW�XQLRQ�PXVW�PDLQWDLQ�D�ERDUG�DSSURYHG�OLVW�RI�VDIHNHHSLQJ� 
IDFLOLWLHV��0DQDJHPHQW�PXVW�UHYLHZ�DQG�GRFXPHQW�WKH�EDFNJURXQG�RI�HDFK�ILUP�LW�XVHV�IRU� 
VDIHNHHSLQJ�LQYHVWPHQWV��&UHGLW�XQLRQV�PXVW�UHPDLQ�ZDU\�RI�EURNHU�VHOHFWHG�VDIHNHHSLQJ� 
IDFLOLWLHV��� 
� 
)HGHUDO�FUHGLW�XQLRQV�PXVW�FRPSO\�ZLWK�3DUW������KRZHYHU��VWDWH�FKDUWHUHG�FUHGLW�XQLRQV� 
VKRXOG�DOVR�HQVXUH�UHJLVWUDWLRQ�RI�WKH�VDIHNHHSHU�ZLWK�WKH�6HFXULWLHV�DQG�([FKDQJH� 
&RPPLVVLRQ�RU�UHJXODWLRQ�E\�D�IHGHUDO�RU�VWDWH�GHSRVLWRU\�LQVWLWXWLRQ�UHJXODWRU\�DJHQF\�� 
0DQDJHPHQW�VKRXOG�UHJXODUO\�UHYLHZ�WKH�VDIHNHHSHU¶V�PRVW�UHFHQW�DXGLWHG�ILQDQFLDO� 
VWDWHPHQWV�WR�DVVHVV�LWV�ILQDQFLDO�VWUHQJWK��� 
� 
7KH�FUHGLW�XQLRQ�PXVW�UHWDLQ�D�ZULWWHQ�FXVWRGLDO�DJUHHPHQW�ZLWK�WKLUG�SDUWLHV�WKDW�DFW�WR� 
VDIHNHHS�WKH�FUHGLW�XQLRQ¶V�LQYHVWPHQWV������������$V�FXVWRGLDQV��WKHVH�WKLUG�SDUW\� 
LQVWLWXWLRQV�VDIHNHHS�WKH�FUHGLW�XQLRQ
 V�VHFXULWLHV�DQG�ZLOO�GHOLYHU�WKHP�RQO\�DIWHU� 
UHFHLYLQJ�WKH�FUHGLW�XQLRQ
 V�LQVWUXFWLRQ�� 
� 
8QGHU����������WKH�FXVWRGLDO�DJUHHPHQW�LV�D�FRQWUDFW�LQ�ZKLFK�D�WKLUG�SDUW\�DJUHHV�WR� 
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H[HUFLVH�RUGLQDU\�FDUH�LQ�SURWHFWLQJ�WKH�VHFXULWLHV�KHOG�LQ�VDIHNHHSLQJ�IRU�LWV�FXVWRPHUV�� 
2UGLQDU\�FDUH��RIWHQ�FDOOHG�UHDVRQDEOH�RU�GXH�FDUH��KROGV�WKH�FXVWRGLDQV�UHVSRQVLEOH�IRU� 
ORVVHV�IURP�WKHLU�DFWV�RU�RPLVVLRQV�VXFK�DV�ZLOOIXO�PLVFRQGXFW��EDG�IDLWK��RU�QHJOLJHQFH��$� 
FXVWRGLDO�DJUHHPHQW�PXVW�QRW�VSHFLI\�D�GXW\�RI�FDUH�OHVV�WKDQ�RUGLQDU\��H�J���DQ�DJUHHPHQW� 
LV�LQVXIILFLHQW�LI�LW�KROGV�WKH�FXVWRGLDQ�UHVSRQVLEOH�IRU�ORVVHV�RQO\�IURP�JURVV�QHJOLJHQFH��� 
,I�WKH�FXVWRGLDO�DJUHHPHQW�VSHFLILHV�QR�VWDQGDUG�RI�FDUH��FUHGLW�XQLRQV�PD\�DVVXPH�WKH� 
GHIDXOW�RI�GXH�FDUH�XQGHU�WKH�PRGHO�8QLIRUP�&RPPHUFLDO�&RGH�������������� 
� 
7KH�UHJXODWLRQV�UHTXLUH�D�FXVWRGLDO�DJUHHPHQW�IRU�PRVW�VHFXULWLHV��7KH�FUHGLW�XQLRQ�PXVW� 
REWDLQ�PRQWKO\�VWDWHPHQWV�IURP�WKH�FXVWRGLDQ�WR�YHULI\�LWV�LQYHVWPHQWV�DQG�UHSXUFKDVH� 
FROODWHUDO��7KH�FXVWRGLDO�DJUHHPHQW�VKRXOG�QRW�UHVWULFW�RU�DOWHU�WKH�QHJRWLDELOLW\�RI�DQ\� 
LQYHVWPHQW��)RU�H[DPSOH��WKH�DJUHHPHQW�VKRXOG�QRW�UHVWULFW�D�QHJRWLDEOH�&'�WR� 
VDIHNHHSLQJ�ZLWK�D�VLQJOH�FXVWRGLDQ�� 
� 
7KHUH�DUH�WZR�VLWXDWLRQV�WKDW�GR�QRW�UHTXLUH�D�FXVWRGLDO�DJUHHPHQW������LQYHVWPHQWV�WKDW� 
WKH�FUHGLW�XQLRQ�KROGV��SRVVHVVHV��LQ�SK\VLFDO�IRUP��PRVW�LVVXHUV�QRZ�LVVXH�VHFXULWLHV�LQ� 
ERRN�HQWU\�IRUP�RQO\��DQG�����ERRN�HQWU\�LQYHVWPHQWV�UHFRUGHG�GLUHFWO\�LQ�WKH�FUHGLW� 
XQLRQ¶V�QDPH�WKURXJK�WKH�)HGHUDO�5HVHUYH�%RRN�(QWU\�6\VWHP��+RZHYHU��PRVW�FUHGLW� 
XQLRQV�XVH�D�FXVWRGLDQ�WR�KROG�WKHLU�LQYHVWPHQWV�UHFRUGHG�LQ�WKH�FXVWRGLDQ¶V�QDPH�WKURXJK� 
WKH�)HGHUDO�5HVHUYH�%RRN�(QWU\�6\VWHP��%RRN�HQWU\�LQYHVWPHQWV�PD\�LQFOXGH�7UHDVXU\� 
DQG�$JHQF\�VHFXULWLHV��DV�ZHOO�DV�PRUWJDJH�GHULYDWLYH�SURGXFWV�VXFK�DV�DJHQF\�&02V�� 
)LQDOO\��DV�ZLWK�RWKHU�ERRN�HQWU\�RU�SK\VLFDO�VHFXULWLHV��SURIHVVLRQDO�WKLUG�SDUW\�FRQWURO� 
PLQLPL]HV�WKH�SRVVLELOLW\�RI�ORVV�� 
� 
&UHGLW�XQLRQV�VKRXOG�HQVXUH�WKDW�DW�OHDVW�WZR�SHRSOH�DSSURYH�WKH�WUDQVIHU�RI�DQ\�RI�LWV� 
LQYHVWPHQWV��%RWK�GHOLYHU\�YHUVXV�SD\PHQW��'93��WUDQVDFWLRQV�DQG�IUHH�GHOLYHULHV��L�H���D� 
WUDQVIHU�RI�D�VHFXULW\�ZLWKRXW�SD\PHQW��UHTXLUH�WKLV�GXDO�FRQWURO�PHDVXUH��7ZR�FRPPRQ� 
XVHV�IRU�IUHH�GHOLYHU\�LQFOXGH�����WUDQVIHU�RI�VHFXULWLHV�IURP�D�SULPDU\�FXVWRGLDQ�WR�D�WKLUG� 
SDUW\�FXVWRGLDQ�LQ�D�WUL�SDUW\�UHSXUFKDVH�DJUHHPHQW�DQG�����WUDQVIHU�RI�VHFXULWLHV�IURP�DQ� 
ROG�WR�D�QHZ�FXVWRGLDQ�� 
� 
:KHQ�D�EURNHU�GHDOHU�VHUYHV�DV�VDIHNHHSHU�RI�WKH�FUHGLW�XQLRQ¶V�LQYHVWPHQWV��WKH�ZULWWHQ� 
FXVWRGLDO�DJUHHPHQW�VKRXOG�DVVXUH�WKH�FUHGLW�XQLRQ�WKDW�WKH�EURNHU�GHDOHU�KDV�VHJUHJDWHG� 
WKH�FUHGLW�XQLRQ¶V�VHFXULWLHV�IURP�WKH�EURNHU�GHDOHU
 V�LQYHVWPHQWV�DQG�WKDW�WKH�EURNHU� 
GHDOHU�PDLQWDLQV�VHSDUDWH�UHFRUGV�IRU�WKH�FUHGLW�XQLRQ
 V�LQYHVWPHQWV��2IILFLDOV�VKRXOG� 
UHYLHZ�WKH�FXVWRGLDO�DJUHHPHQW��VRPHWLPHV�SDUW�RI�WKH�DFFRXQW�DJUHHPHQW��WR�GHWHUPLQH� 
WKDW�LW�SURKLELWV�WKH�EURNHU�GHDOHU�IURP�OHQGLQJ�WKH�FUHGLW�XQLRQ
 V�VHFXULWLHV�LQ�WKH� 
PDUNHWSODFH��H�J���K\SRWKHFDWLRQ���7KH�FUHGLW�XQLRQ�VKRXOG�FDUHIXOO\�UHYLHZ�WKH�UHSXWDWLRQ� 
DQG�ILQDQFLDO�VWDELOLW\�RI�D�EURNHU�GHDOHU�VHUYLQJ�DV�FXVWRGLDQ�� 
� 
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2IILFLDOV�PXVW�YHULI\�WKHVH�FXVWRGLDO�SURYLVLRQV��&UHGLW�XQLRQV�FDQ�VXVWDLQ�ORVVHV�LQ� 
VHFXULWLHV�KHOG�E\�EURNHU�GHDOHUV��)RU�H[DPSOH��D�EURNHUDJH�ILUP�FRXOG�XVH�D�FUHGLW�XQLRQ
 V� 
VHFXULWLHV�DV�FROODWHUDO�RQ�LWV�RZQ�ORDQV�DQG�ODWHU�HQWHU�EDQNUXSWF\��$�SURSHUO\�H[HFXWHG� 
WKLUG�SDUW\�FXVWRGLDO�DJUHHPHQW�FRXOG�SUHYHQW�ORVVHV�UHVXOWLQJ�IURP�D�FUHGLW�XQLRQ� 
IRUZDUGLQJ�IXQGV�WR�D�EURNHU�EXW�WKH�EURNHU�IDLOLQJ�WR�SXUFKDVH�WKH�VHFXULW\�� 
� 
$�VDIHNHHSLQJ�UHFHLSW�PXVW�HYLGHQFH�HDFK�LQYHVWPHQW�KHOG�E\�D�WKLUG�SDUW\�FXVWRGLDQ��7KH� 
UHFHLSW�JHQHUDOO\�FRQWDLQV�WKH�IROORZLQJ�LQIRUPDWLRQ��DV�LW�DSSOLHV�WR�WKH�W\SH�RI� 
LQYHVWPHQW�� 
� 
x 1DPH�DQG�&86,3��&RPPLWWHH�RQ�8QLIRUP�6HFXULWLHV�,GHQWLILFDWLRQ�3URFHGXUHV�� 

LGHQWLILFDWLRQ�RI�WKH�VHFXULW\�� 
x 3DU�YDOXH�� 
x 'DWH�RI�LVVXH�� 
x 'DWH�RI�PDWXULW\�DQG�FDOO�GDWH��LI�DSSOLFDEOH��� 
x &RXSRQ�RU�LQWHUHVW�UDWH�� 
x &RXSRQ�RU�LQWHUHVW�SD\PHQW�GDWHV�� 
x 7UDGH�DQG�VHWWOHPHQW�GDWH��DQG� 
x 1DPH�RI�EHQHILFLDO�RZQHU�� 
� 
7KH�FUHGLW�XQLRQ�FDQ�GHWHUPLQH�HYLGHQFH�RI�VDIHNHHSLQJ�ZLWK�D�EURNHU�GHDOHU�E\� 
UHYLHZLQJ�WKH�PRQWKO\�EURNHU�VWDWHPHQW��7KH�ODVW�LWHP�RQ�WKH�VWDWHPHQW��RIWHQ�UHIHUUHG�WR� 
DV�³LQYHQWRU\´�RU�³SRVLWLRQ´��JHQHUDOO\�OLVWV�WKH�VHFXULWLHV�WKDW�WKH�EURNHU�GHDOHU�KROGV�IRU� 
WKH�DFFRXQW�� 
� 
5HJDUGOHVV�RI�WKH�PHWKRGV�WKH�FUHGLW�XQLRQ�XVHV�WR�FRQWURO�LWV�HYLGHQFH�RI�EHQHILFLDO� 
RZQHUVKLS�RI�LQYHVWPHQWV�RU�SK\VLFDO�LQYHVWPHQW�GRFXPHQWV��WKH�FUHGLW�XQLRQ�PXVW�KDYH� 
SURFHGXUHV�LQ�SODFH�WR�SHULRGLFDOO\�LQVSHFW�DQG�UHFRQFLOH�WKH�DFWXDO�GRFXPHQWV�� 
VWDWHPHQWV��DQG�VDIHNHHSLQJ�UHFHLSWV�WR�LWV�UHFRUGV��:KHQ�WKH�FUHGLW�XQLRQ�LV�WKH�EHQHILFLDO� 
RZQHU�RI�VHFXULWLHV�KHOG�E\�D�FXVWRGLDQ��WKH�FUHGLW�XQLRQ¶V�QDPH�GRHV�QRW�DSSHDU�RQ�WKH� 
ERRN�HQWU\�V\VWHP�RU�RQ�D�SK\VLFDO�VHFXULW\��7KXV��WKH�FUHGLW�XQLRQ�PXVW�YHULI\�UHFRUGV� 
UHFHLYHG�IURP�WKH�VDIHNHHSHU�ZLWK�WKH�FUHGLW�XQLRQ¶V�RZQ�UHFRUGV������������ 
� 
7KH�FUHGLW�XQLRQ�PXVW�UHTXLUH�WKH�VHOOLQJ�EURNHU�WR�VHWWOH�LQYHVWPHQW�WUDQVDFWLRQV�GHOLYHU\� 
YHUVXV�SD\PHQW��'93���'93��DOVR�WHUPHG�³FDVK�RQ�GHOLYHU\´�DQG�³GHOLYHU\�DJDLQVW�FDVK´�� 
SURYLGHV�IRU�WKH�VLPXOWDQHRXV�WUDQVIHU�RI�IXQGV�DQG�VHFXULWLHV��HQVXULQJ�WKDW�WKH�FUHGLW� 
XQLRQ��RU�LWV�FXVWRGLDO�DJHQW��SRVVHVVHV�HLWKHU�WKH�VHFXULWLHV�RU�IXQGV��� 
� 
,I�WKH�FUHGLW�XQLRQ�UHTXLUHV�WKH�VHOOLQJ�EURNHU�WR�VHWWOH�LQYHVWPHQW�WUDQVDFWLRQV�DW�D�WKLUG� 
SDUW\�FXVWRGLDO�DJHQW��LW�PD\�HOLPLQDWH�VRPH�RI�WKH�ULVN�DVVRFLDWHG�ZLWK�VHWWOLQJ�DQG� 
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VDIHNHHSLQJ�VHFXULWLHV��'HOLYHU\�WR�D�WKLUG�SDUW\�FXVWRGLDQ�PD\�UHGXFH�SUREOHPV�ZLWK�QRQ� 
GHOLYHU\�RI�VHFXULWLHV��GHOLYHU\�RI�WKH�ZURQJ�VHFXULWLHV��SXUFKDVH�RI�QRQH[LVWHQW�VHFXULWLHV�� 
SXUFKDVH�RI�&'V�EDVHG�RQ�LQDFFXUDWH�RU�SDUWLDO�GLVFORVXUH�RI�WHUPV��DQG�RWKHU�SUREOHPV�� 
� 
� 
:KLOH�DOO�FUHGLW�XQLRQV�PXVW�PDLQWDLQ�DGHTXDWH�LQYHVWPHQW�UHFRUGV��WKH�VRSKLVWLFDWLRQ�RI� 
WKHVH�UHFRUGV�ZLOO�GHSHQG�RQ�WKH�OHYHO�RI�DFWLYLW\�DQG�WKH�W\SHV�RI�LQYHVWPHQWV�LQYROYHG�� 
)RU�H[DPSOH��D�FUHGLW�XQLRQ�WKDW�LQYHVWV�RQO\�LQ�D�FRPPRQ�WUXVW�IXQG�DFFRXQW�FRXOG� 
PDLQWDLQ�WKLV�DFFRXQW�ZLWKRXW�D�VXEVLGLDU\�OHGJHU��+RZHYHU��FUHGLW�XQLRQV�WKDW�GR� 
VXEVWDQWLDO�LQYHVWPHQW�DFWLYLW\�RU�KDYH�D�VXEVWDQWLDO�SRUWLRQ�RI�WKHLU�DVVHWV�LQ�LQYHVWPHQWV� 
VKRXOG�PDLQWDLQ�DGHTXDWH�VXEVLGLDU\�OHGJHUV�� 
� 
7KH�VXEVLGLDU\�OHGJHU�FRQWDLQV�DOO�WUDQVDFWLRQV�LQYROYLQJ�WKDW�VHFXULW\��7KH�FUHGLW�XQLRQ� 
VKRXOG�UHFRUG�WKH�IROORZLQJ�LQIRUPDWLRQ�RQ�HDFK�VXEVLGLDU\�LQYHVWPHQW�UHFRUG��DV� 
DSSOLFDEOH�� 
� 
x 1DPH��W\SH��DQG�&86,3�LGHQWLILFDWLRQ�� 
x 3DU�YDOXH�DQG�DQ\�SUHPLXP�GLVFRXQWV��SXUFKDVH�SULFH��� 
x 'DWH�RI�LVVXH�� 
x 'DWH�RI�PDWXULW\�DQG�FDOO�GDWHV�� 
x 'DWH�RI�SXUFKDVH�DQG�VDOH�� 
x %RRN�YDOXH�� 
x ,QWHUHVW�RU�FRXSRQ�UDWH��DQG�IORDWLQJ�UDWH�IRUPXOD�DQG�LQGH[�� 
x 7LPLQJ�RI�LQWHUHVW�UDWH�DGMXVWPHQWV�� 
x ,QWHUHVW�UDWH�FDSV�DQG�IORRUV�� 
x &RXSRQ�RU�UHJLVWHUHG�VWDWXV�� 
x ,QWHUHVW�SD\PHQW�GDWHV�� 
x &XUUHQW�IDLU�YDOXH��DV�RI�HDFK�PRQWK�HQG��� 
x /RFDWLRQ�RU�VDIHNHHSLQJ�FXVWRGLDQ�� 
x $PRUWL]DWLRQ�RI�SUHPLXPV�RU�DFFUHWLRQ�RI�GLVFRXQW��LI�DSSOLFDEOH�� 
x &XUUHQW�SDU�YDOXH��&39��RI�SDVV�WKURXJK�W\SH�LQYHVWPHQWV��� 
x 1DPH�RI�EURNHU��LI�XVHG�IRU�SXUFKDVH��DQG� 
x 6)$6�����FODVVLILFDWLRQ�� 
� 
7KH�FUHGLW�XQLRQ�VKRXOG�DOVR�UHWDLQ�DQG�KDYH�DYDLODEOH�IRU�YHULILFDWLRQ�WKH�RULJLQDO� 
LQYHVWPHQW�FRQILUPDWLRQV��7KH�H[DPLQHU�VKRXOG�GHWHUPLQH�WKDW�WKH�FUHGLW�XQLRQ�PDLQWDLQV� 
FXUUHQW��LQ�EDODQFH�VXEVLGLDU\�OHGJHUV�WKDW�SURYLGH�VXIILFLHQW�LQIRUPDWLRQ�IRU�PDQDJLQJ�WKH� 
LQYHVWPHQW�SRUWIROLRV�� 
� 
� 
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4XRWHV�RQ�VHFXULWLHV�PD\�VKRZ�ERWK�D�ELG�DQG�DQ�DVN�TXRWH��7R�GHWHUPLQH�D�VHFXULW\¶V�IDLU� 
YDOXH��H[DPLQHUV�VKRXOG�DSSO\�WKH�ELG�TXRWH�WR�WKH�FXUUHQW�SDU�YDOXH�RU�IDFH�YDOXH�RI�WKH� 
VHFXULW\��$IWHU�GHWHUPLQLQJ�WKH�IDLU�YDOXH��H[DPLQHUV�XVH�WKH�ERRN�YDOXH�WR�FRPSXWH� 
PDUNHW�DSSUHFLDWLRQ�RU�GHSUHFLDWLRQ�� 
� 

Example��$�FUHGLW�XQLRQ�RZQV�D�8�6��7UHDVXU\�%RQG�ZLWK�D�IDFH�YDOXH�RI������������DQG�D�ERRN�YDOXH� 
RI�����������7KH�ELG�LV���������7KHUHIRUH��WKH�IDLU�YDOXH�RI�WKH�VHFXULW\�LV����������������������[� 
���������7KH�PDUNHW�DSSUHFLDWLRQ�RU�GHSUHFLDWLRQ�LV�����������IDLU�YDOXH�PLQXV����������ERRN�YDOXH� 
HTXDOV���������DSSUHFLDWLRQ��� 

� 
,Q�GHWHUPLQLQJ�WKH�IDLU�YDOXH�RI�WKH�LQYHVWPHQW�SRUWIROLR��H[DPLQHUV�PD\�XVH�GDWD� 
VXSSOLHG�E\�WKH�LQVWLWXWLRQ��LI�DYDLODEOH��DV�RI�WKH�H[DPLQDWLRQ
 V�HIIHFWLYH�GDWH��7KH� 
H[DPLQHU�VKRXOG�GHWHUPLQH�WKDW�WKH�FUHGLW�XQLRQ�XVHV�WKH�VDPH�SULFLQJ�VHUYLFH� 
FRQVLVWHQWO\�IURP�SHULRG�WR�SHULRG�WR�SUHYHQW�PDQDJHPHQW�IURP�FKRRVLQJ�WKH�PRVW� 
IDYRUDEOH�YDOXDWLRQ�DW�WKH�HQG�RI�HDFK�SHULRG��([DPLQHUV�VKRXOG�UHIHU�WR�6)$6������DQG� 
WR�WKH�0XWXDO�)XQGV��&RPPRQ�7UXVWV��8QLW�7UXVWV�DQG�,QYHVWPHQW�7UDGLQJ�VHFWLRQV�� 
UHVSHFWLYHO\��IRU�VSHFLILF�JXLGDQFH��)RRWQRWHV�WR�WKH�FUHGLW�XQLRQ¶V�EDODQFH�VKHHW�VKRXOG� 
VHSDUDWHO\�GLVFORVH�GLIIHUHQFHV�EHWZHHQ�WKH�WRWDO�IDLU�YDOXH�DQG�ERRN�YDOXH�RI�WKH�KHOG�WR� 
PDWXULW\�DQG�DYDLODEOH�IRU�VDOH�LQYHVWPHQWV��� 
� 
,I�H[DPLQHUV�GRXEW�WKH�DFFXUDF\�RI�WKH�GDWD��WKH\�VKRXOG�WHVW�LW�WR�GHWHUPLQH�WKH�DFFXUDF\� 
RI�WKH�VWDWHG�IDLU�YDOXH�DQG�ERRN�YDOXH��7KLV�PD\�LQFOXGH�UHYLHZLQJ�WKH�EURNHU�GHDOHU
 V� 
PDUNHW�YDOXDWLRQ�GDWD��H[DPLQLQJ�WKH�EXVLQHVV�VHFWLRQ�RI�D�QHZVSDSHU��RU�VHHNLQJ�D�WKLUG� 
SDUW\�UHYLHZ��H�J���FRUSRUDWH�FUHGLW�XQLRQ��2IILFH�RI�6WUDWHJLF�3URJUDP�6XSSRUW�DQG� 
3ODQQLQJ��5&06��HWF���0DWHULDO�PLVFDOFXODWLRQV�RU�LQDFFXUDWH�GLVFORVXUHV�RI�WKH�IDLU�YDOXH� 
RI�WKH�LQYHVWPHQW�SRUWIROLR�UHVXOWLQJ�IURP�ZHDN�LQWHUQDO�FRQWUROV�ZLOO�UHTXLUH�DSSURSULDWH� 
FRUUHFWLRQ�� 
� 
([DPLQHUV�PD\�FRPSOHWH�WKH�$PRUWL]LQJ�,QYHVWPHQWV�5HYLHZ�DQG�&HUWLILFDWH�5HYLHZ� 
ZRUNSDSHUV�LQ�$,5(6�WR�DVVLVW�LQ�WKH�YDOXDWLRQ�DQG�WUHQG�DQDO\VLV�RI�LQYHVWPHQWV�� 
([DPLQHUV�PXVW�FRQVXOW�WKHLU�VXSHUYLVRU\�H[DPLQHUV�EHIRUH�UHTXHVWLQJ�WKH�FUHGLW�XQLRQ�WR� 
REWDLQ�D�WKLUG�SDUW\�UHYLHZ�� 
� 
� 
$�VHFXULW\�FDOOHG�D�ERQG�UHSUHVHQWV�D�GHEW�REOLJDWLRQ�RI�WKH�LVVXHU��7KH�LVVXHU�ZLOO�SD\� 
SULQFLSDO�DQG�LQWHUHVW�WR�WKH�LQYHVWRU�DFFRUGLQJ�WR�WKH�WHUPV�RI�WKH�ERQG��$�7UHDVXU\�QRWH� 
LV�D�8�6��*RYHUQPHQW�GHEW�REOLJDWLRQ�ZLWK�DQ�RULJLQDO�PDWXULW\�RI����\HDUV�RU�OHVV��$� 
7UHDVXU\�ERQG�KDV�DQ�RULJLQDO�PDWXULW\�JUHDWHU�WKDQ����\HDUV��'HEW�REOLJDWLRQV�RI�WKH� 
LVVXHU�JHQHUDOO\�UHIHU�WR�QRWH�DQG�ERQG�REOLJDWLRQV��&UHGLW�XQLRQV�RIWHQ�XVH�WKH�WHUPV� 
³QRWHV´�DQG�³ERQGV´�LQWHUFKDQJHDEO\�ZKHQ�GLVFXVVLQJ�LQYHVWPHQWV�� 
� 

������ 
� 



INVESTMENT ANALYSIS
 

Principal 

Coupon Rate 

� 
7KH�LVVXHU�PXVW�SD\�WR�WKH�LQYHVWRU�WKH�SULQFLSDO�RI�D�ERQG��DOVR�FDOOHG�WKH�SDU�RU�IDFH� 
DPRXQW��%RQGV�PD\�KDYH�WKH�IROORZLQJ�FKDUDFWHULVWLFV�� 
� 
x 'XH�DW�PDWXULW\�RU�DPRUWL]LQJ��$�EXOOHW�ERQG�KDV�WKH�HQWLUH�DPRXQW�RI�WKH�SULQFLSDO� 

GXH�DW�PDWXULW\��$Q�DPRUWL]LQJ�ERQG�KDV�SHULRGLFDOO\�VFKHGXOHG�SULQFLSDO�UHSD\PHQWV�� 
� 

x 6WUDLJKW�RU�FDOODEOH��7KH�LVVXHU�RI�DQ�RSWLRQ�IUHH�ERQG��ZLWK�UHVSHFW�WR�SULQFLSDO� 
UHSD\PHQWV��PXVW�SD\�WKH�SULQFLSDO�DPRXQW�RQ�WKH�VFKHGXOHG�GXH�GDWHV��&RQYHUVHO\�� 
WKH�LVVXHU�RI�D�FDOODEOH�ERQG�KDV�WKH�ULJKW�WR�DFFHOHUDWH�UHSD\PHQW�RI�SULQFLSDO��$� 
FDOODEOH�ERQG�W\SLFDOO\�UHIHUV�WR�D�ERQG�FDOODEOH�LQ�WRWDO��KRZHYHU��D�PRUWJDJH�EDFNHG� 
VHFXULW\��0%6��W\SLFDOO\�LV�FDOODEOH�LQ�SDUW��LQ�DGGLWLRQ�WR�WKH�VFKHGXOHG�DPRUWL]DWLRQ� 
RI�SULQFLSDO���7KH�WHUP�³SUHSD\PHQWV´�UHIHUV�WR�SDUWLDO�FDOOV�RQ�DQ�0%6�� 
� 

0%6�DQG�&02�IDFWRUV��$PRUWL]DWLRQ�RU�SUHSD\PHQWV�UHGXFH�WKH�RULJLQDO�SULQFLSDO� 
DPRXQW�RI�D�PRUWJDJH�EDFNHG�VHFXULW\�RU�FROODWHUDOL]HG�PRUWJDJH�REOLJDWLRQ�RYHU�WLPH�� 
&RPSXWLQJ�WKH�RXWVWDQGLQJ�IDFH�RU�RXWVWDQGLQJ�SULQFLSDO�EDODQFH�UHTXLUHV�XVH�RI�WKH� 
SRUWLRQ�RI�WKH�RULJLQDO�SULQFLSDO�RXWVWDQGLQJ��VKRZQ�DV�D�IDFWRU�LQ�GHFLPDO�IRUP��)RU� 
H[DPSOH��D����������RULJLQDO�IDFH�0%6�ZLWK�D�IDFWRU�RI������������KDV�D���������� 
RXWVWDQGLQJ�SULQFLSDO�EDODQFH�����������[�������������� 
� 
� 
7KH�ERUURZHU�SHULRGLFDOO\�SD\V�WKH�FRXSRQ�UDWH�RU�WKH�VWDWHG�UDWH�RI�LQWHUHVW�RQ�D�ERQG�� 
7KH�ERQG�PD\�KDYH�WKH�IROORZLQJ�LQWHUHVW�UDWH�FKDUDFWHULVWLFV�� 
� 
x &RXSRQ�RU�]HUR�FRXSRQ��=HUR�FRXSRQ�ERQGV��VROG�DW�D�GLVFRXQW�IURP�WKH�SDU�DPRXQW� 

GXH�DW�PDWXULW\��GR�QRW�SD\�LQWHUHVW�SHULRGLFDOO\��7KH�GLVFRXQW�UHSUHVHQWV�IXWXUH� 
LQWHUHVW�HDUQHG�RYHU�WKH�WHUP�RI�WKH�LQYHVWPHQW�� 
� 

x	 )L[HG�RU�IORDWLQJ�UDWH��$�IL[HG�UDWH�ERQG�KDV�D�FRXSRQ�GHWHUPLQHG�E\�WKH�LQWHUHVW�UDWH� 
DW�WKH�WLPH�RI�LVVXDQFH��$�IORDWLQJ�UDWH�ERQG�KDV�DQ�LQWHUHVW�UDWH�LQGH[��WR�ZKLFK�D� 
IL[HG�PDUJLQ�W\SLFDOO\�LV�DGGHG��WKDW�ZLOO�UHVHW�WKH�LQWHUHVW�UDWH�SHULRGLFDOO\�DFFRUGLQJ� 
WR�WKH�WHUPV�RI�WKH�ERQG��7KH�IRUPXOD�IRU�D�IORDWLQJ�UDWH�ERQG�VKRXOG�VSHFLI\�WKH� 
LQWHUHVW�UDWH�LQGH[�DQG�DQ\�PDUJLQ�� 

� 
x	 8QUHVWULFWHG�RU�FDSSHG�IORDWLQJ�UDWH��$Q�XQUHVWULFWHG�IORDWLQJ�UDWH�QRWH��ERQG��KDV�QR� 

UHVWULFWLRQ�RQ�WKH�XSSHU�OLPLW�LQ�WKH�UHVHWWLQJ�RI�WKH�LQWHUHVW�UDWH��+RZHYHU��D�IORDWLQJ� 
UDWH�QRWH�PD\�VWDWH�D�PD[LPXP�UDWH�RI�LQWHUHVW��WHUPHG�D�FDS��DOVR�FDOOHG�D�OLIH�FDS�RU� 
FHLOLQJ��� 

� 

������ 
� 



 

Day Count 
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Price 
Quotations 

INVESTMENT ANALYSIS
 

� 
&DOFXODWLQJ�D�FRXSRQ�SD\PHQW�DPRXQW�IURP�D�FRXSRQ�UDWH�UHTXLUHV�NQRZOHGJH�RI�WKH�GD\� 
FRXQW�EDVLV�RI�D�ERQG��7KH�GD\�FRXQW�EDVLV�GHILQHV�WKH�PHWKRG�RI�FRXQWLQJ�WKH�GD\V�LQ�D� 
PRQWK�DQG�LQ�D�\HDU�IRU�WKH�FRXSRQ�SHULRG��7KH�QRWDWLRQ�WR�H[SUHVV�D�GD\�FRXQW�EDVLV�LV� 
�GD\V�LQ�PRQWK���GD\V�LQ�\HDU���)ROORZLQJ�DUH�WKH�IRXU�IXQGDPHQWDO�GD\�FRXQWV�XVHG�IRU� 
GRPHVWLF�LQYHVWPHQWV�� 
� 
x $FWXDO�$FWXDO��7KH�QXPEHU�RI�GD\V�LQ�D�PRQWK��QXPHUDWRU��LV�WKH�DFWXDO�QXPEHU��7KH� 

QXPEHU�RI�GD\V�LQ�WKH�\HDU��GHQRPLQDWRU��DOVR�LV�WKH�DFWXDO�QXPEHU��7UHDVXU\�QRWHV� 
XVH�WKLV�EDVLV�� 
� 

x ��������7KH�QXPEHU�RI�GD\V�LQ�HDFK�PRQWK�LV�FRXQWHG�DV����GD\V��WKHUHIRUH��HDFK�\HDU� 
KDV�����GD\V�����[������0%6��PDQ\�&02V��DQG�VRPH�DJHQF\�DQG�PXQLFLSDO�ERQGV� 
XVH�WKLV�PHWKRG�� 
� 

x $FWXDO������7KLV�PHWKRG�FRXQWV�WKH�DFWXDO�QXPEHU�RI�GD\V�LQ�D�PRQWK��EXW�FRXQWV�WKH� 
EDVLV�IRU�D�\HDU�DV�����GD\V��0RQH\�PDUNHW�VHFXULWLHV��LQFOXGLQJ�7UHDVXU\�ELOOV�� 
W\SLFDOO\�XVH�WKLV�PHWKRG��DQG� 
� 

x $FWXDO������7KLV�PHWKRG�FRXQWV�WKH�DFWXDO�QXPEHU�RI�GD\V�LQ�D�PRQWK��DQG�FRXQWV� 
HDFK�\HDU�WR�KDYH�����GD\V��7KH�TXRWHG�UDWH�RQ�D�&'�PD\�XVH�WKLV�FRPSXWDWLRQ�� 

� 
� 
$FFUXHG�LQWHUHVW�LV�WKH�DPRXQW�RI�LQWHUHVW�WKDW�KDV�DFFUXHG�RQ�D�ERQG�IURP�WKH�SULRU� 
FRXSRQ�SD\PHQW�GDWH��RU�IURP�LVVXDQFH�IRU�PRVW�QHZO\�LVVXHG�VHFXULWLHV��WR�WKH� 
DFFRXQWLQJ�VWDWHPHQW�GDWH�RU�VHWWOHPHQW�GDWH��%X\HUV�PXVW�SD\�WR�VHOOHUV�DQ\�DFFUXHG� 
LQWHUHVW��RU�IUDFWLRQ�RI�WKH�DPRXQW�SD\DEOH�RQ�WKH�VHFXULW\¶V�QH[W�FRXSRQ�SD\PHQW�GDWH�� 
7KH�6HFXULWLHV�,QGXVWU\�$VVRFLDWLRQ�W\SLFDOO\�XVHV�WKH�IROORZLQJ�IRUPXOD�WR�FRPSXWH� 
DFFUXHG�LQWHUHVW�RQ�SHULRGLF�FRXSRQ�SD\LQJ�LQYHVWPHQWV�� 
� 

$FFUXHG�,QWHUHVW� �3ULQFLSDO�$PRXQW�x��&RXSRQ�5DWH�DV�D�GHFLPDO/1XPEHU�RI�&RXSRQ�3HULRGV�SHU� 
<HDU��x��1XPEHU�RI�$FFUXHG�'D\V�DFFRUGLQJ�WR�WKH�GD\�FRXQW�EDVLV�IURP�EHJLQQLQJ�RI�SHULRG�WR� 
VHWWOHPHQW�GDWH/1XPEHU�RI�'D\V�LQ�,QWHUHVW�RU�&RXSRQ�3HULRG��� 

� 
� 
7KH�VHFRQGDU\�PDUNHW��DIWHU�LVVXDQFH��W\SLFDOO\�TXRWHV�ERQGV�RQ�D�GROODU�SULFH�EDVLV�� 
4XRWHV�IRU�7UHDVXU\�VHFXULWLHV�W\SLFDOO\�UHIOHFW�D�\LHOG�EDVLV�DW�WKH�DXFWLRQ�� 
� 
x 'ROODU�SULFH�SHU������SDU��%RQG�TXRWHV�W\SLFDOO\�UHIOHFW�D�GROODU�SULFH�SHU������RI� 

SULQFLSDO��ZLWKRXW�DFFUXHG�LQWHUHVW��$�³FOHDQ�SULFH´�GRHV�QRW�LQFOXGH�DFFUXHG�LQWHUHVW�� 
)RU�H[DPSOH��D����������$JHQF\�QRWH�TXRWHG�DW�D�SULFH�RI�����ZRXOG�FRVW���������� 

������ 
� 



INVESTMENT ANALYSIS
 

����������[����������SOXV�DFFUXHG�LQWHUHVW��+RZHYHU��D����������RULJLQDO�IDFH�0%6� 
DW�D�SULFH�RI�����ZLWK�D�IDFWRU�RI������������ZRXOG�FRVW��������������������[� 
����������� ����������UHPDLQLQJ�IDFH�����������[��������� ����������FRVW��SOXV� 
DFFUXHG�LQWHUHVW��&RXSRQ�EHDULQJ�VHFXULWLHV�W\SLFDOO\�GR�QRW�XVH�WKH�GLUW\�SULFH�TXRWHV� 
�HTXDO�WR�WKH�FOHDQ�SULFH�SOXV�DFFUXHG�LQWHUHVW��� 

� 
x	 'LVFRXQW�RU�SUHPLXP.�$�ERQG�TXRWHG�DW�D�SULFH�RI�OHVV�WKDQ�����UHIOHFWV�D�GLVFRXQW�WR� 

SDU��ZKLOH�D�ERQG�TXRWHG�DW�D�SULFH�RI�JUHDWHU�WKDQ�����UHIOHFWV�D�SUHPLXP� 

x	 4XRWDWLRQV�LQ�IUDFWLRQV.�6RPH�SXEOLFDWLRQV�DQG�EURNHU�GHDOHUV�PD\�TXRWH�WKH�SULFHV�RI� 
IL[HG�LQFRPH�VHFXULWLHV�LQ�ZKROH�GROODUV�DQG�LQ���QGV�RI�D�GROODU�SHU������GROODUV�SDU�� 
)RU�H[DPSOH��DQ�RIIHU�SULFH�RI��������PDNHV�WKDW�VHFXULW\�DYDLODEOH�IRU�SXUFKDVH�DW�D� 
SULFH�RI������DQG��������WKDW�LV������������SHU������GROODUV�SDU��SOXV�DFFUXHG�LQWHUHVW� 
WR�WKH�VHWWOHPHQW�GDWH��2FFDVLRQDOO\��D�TXRWDWLRQ�ZLOO�LQFOXGH�D�³�´��SOXV���ZKLFK�LV�ò� 
RI�RQH���QG��RU�����WK��7KH�IROORZLQJ�WDEOH�FRQYHUWV���QGV�WR�GHFLPDO�IRUP�� 

��QG� 'HFLPDO� ��QG� 'HFLPDO� ��QG� 'HFLPDO� ��QG� 'HFLPDO� 
�� �������� ��� �������� ��� �������� ��� �������� 
�� �������� ��� �������� ��� �������� ��� �������� 
�� �������� ��� �������� ��� �������� ��� �������� 
�� �������� ��� �������� ��� �������� ��� �������� 
�� �������� ��� �������� ��� �������� ��� �������� 
�� �������� ��� �������� ��� �������� ��� �������� 
�� �������� ��� �������� ��� �������� ��� �������� 
�� �������� ��� �������� ��� �������� ��� �������� 

Yield 
Quotations 

� 
� 
7KH�\LHOG�RQ�DQ�LQYHVWPHQW�LV�D�IXQFWLRQ�RI�WKH�FRXSRQ�UDWH��WKH�SXUFKDVH�SULFH��DQG�WKH� 
WHUP�WR�PDWXULW\��8VHUV�VKRXOG�WDNH�FDUH�WR�UHFRJQL]H�WKH�GD\V�EDVLV�XVHG�IRU�WKH�\LHOG� 
TXRWDWLRQ��&RPPRQ�PHWKRGV�WR�TXRWH�\LHOGV�LQFOXGH�� 
� 
x %RQG�HTXLYDOHQW�\LHOG��%(<���7KH�6HFXULWLHV�,QGXVWU\�$VVRFLDWLRQ�FDOOV�WKLV�VHPL� 

DQQXDO�FRPSRXQGLQJ�\LHOG�WKH�XQLYHUVDOO\�FRPSDUDEOH�\LHOG��4XRWHV�IRU�WKH�\LHOG�RQ�D� 
VHFXULW\�ZLWK�D�WHUP�WR�PDWXULW\�RI�JUHDWHU�WKDQ�RQH�\HDU�W\SLFDOO\�UHIOHFW�D�ERQG� 
HTXLYDOHQW�EDVLV��%(<�LV�WKH�LQGXVWU\�VWDQGDUG�IRU�TXRWLQJ�\LHOG�� 

� 
x $QQXDO�SHUFHQWDJH�\LHOG��$3<���$QQXDO�FRPSRXQGLQJ�IRUPV�WKH�EDVLV�IRU�FRPSXWLQJ� 

$3<��&UHGLW�XQLRQV�PXVW�GLVFORVH�WKLV�\LHOG�WR�PHPEHUV��EXW�WKH�LQVWLWXWLRQDO�IL[HG� 
LQFRPH�LQYHVWPHQW�PDUNHW�GRHV�QRW�XVH�LW�� 

� 

������ 
� 



 

Investment 
Products 

US Treasury 
Securities 
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x 0RQH\�PDUNHW��RU�GLVFRXQW��\LHOG.�&DOFXODWLQJ�WKLV�VLPSOH�LQWHUHVW�UHWXUQ�RQ�DQ� 
LQYHVWPHQW�XVHV�SULFH�DV�WKH�EDVLV��DOVR�XVHG�IRU�LQYHVWPHQWV�ZLWK�D�PDWXULW\�RI�OHVV� 
WKDQ�RQH�\HDU��� 

� 
x 'LVFRXQW�UDWH.�&DOFXODWLQJ�WKLV�VLPSOH�LQWHUHVW�UDWH�RI�UHWXUQ�RQ�DQ�LQYHVWPHQW�XVHV� 

UHGHPSWLRQ�YDOXH��H�J���WKH�IDFH�DPRXQW�RI�D�7UHDVXU\�ELOO�GXH�DW�PDWXULW\��DV�WKH�EDVLV� 
�DOVR�XVHG�IRU�LQYHVWPHQWV�ZLWK�D�PDWXULW\�RI�OHVV�WKDQ�RQH�\HDU��� 

� 
� 
§�������%��RI�WKH�FCU Act�DXWKRUL]HV�D�IHGHUDO�FUHGLW�XQLRQ�WR�LQYHVW�LQ�WKH�REOLJDWLRQV�RI� 
WKH�8QLWHG�6WDWHV�RI�$PHULFD��RU�LQ�VHFXULWLHV�IXOO\�JXDUDQWHHG�DV�WR�SULQFLSDO�DQG�LQWHUHVW�� 
� 
� 
8�6��7UHDVXU\�VHFXULWLHV��ZKLFK�DUH�IXOO\�JXDUDQWHHG�REOLJDWLRQV�RI�WKH�8QLWHG�6WDWHV� 
JRYHUQPHQW��LQFOXGH�ELOOV��QRWHV�DQG�ERQGV�FXUUHQWO\�LVVXHG�RQO\�DV�ERRN�HQWU\�VHFXULWLHV� 
LQ�WKH�)HGHUDO�5HVHUYH�ERRN�HQWU\�V\VWHP��&UHGLW�XQLRQV�PD\�SXUFKDVH�7UHDVXU\�VHFXULWLHV� 
GLUHFWO\�DW�)HGHUDO�5HVHUYH�DXFWLRQV�WKURXJK�HLWKHU�D�FRPSHWLWLYH�RU�D�QRQFRPSHWLWLYH�ELG�� 
7KH\�PD\�VXEPLW�FRPSHWLWLYH�ELGV�RQ�D�\LHOG�EDVLV�IRU�D�VSHFLILHG�DPRXQW�RI�7UHDVXU\� 
VHFXULWLHV��7UHDVXU\�DFFHSWV�WKH�ELGGHUV�ZLWK�WKH�ORZHVW�\LHOGV��L�H���KLJKHVW�SULFHV�IRU�WKH� 
7UHDVXU\�VHFXULWLHV���7KH�)HGHUDO�5HVHUYH�DZDUGV�7UHDVXU\�VHFXULWLHV�SXUFKDVHG�E\�D� 
QRQFRPSHWLWLYH�ELG��JHQHUDOO\�IRU�XS�WR����PLOOLRQ�IDFH�DPRXQW��DW�D�SULFH�HTXDO�WR�WKH� 
DYHUDJH�RI�WKH�FRPSHWLWLYH�ELGV�DFFHSWHG�E\�WKH�7UHDVXU\�� 
� 
&UHGLW�XQLRQV�PD\�DOVR�SXUFKDVH�7UHDVXU\�VHFXULWLHV�LQ�WKH�VHFRQGDU\�PDUNHW�IURP�D� 
VHFXULWLHV�GHDOHU�RU�ILQDQFLDO�LQVWLWXWLRQ��3XUFKDVLQJ�7UHDVXU\�VHFXULWLHV�GRHV�QRW�UHTXLUH�D� 
SULPDU\�GHDOHU��/DUJH�YROXPHV�DQG�QDUURZ�ELG�DVN�VSUHDGV�FKDUDFWHUL]H�WKH�KLJKO\�OLTXLG� 
7UHDVXU\�VHFXULWLHV¶�VHFRQGDU\�PDUNHW�� 
� 
$�VDIHNHHSLQJ�UHFHLSW�W\SLFDOO\�HYLGHQFHV�D�FUHGLW�XQLRQ¶V�7UHDVXU\�VHFXULWLHV�� 
$OWHUQDWLYHO\��D�VWDWHPHQW�RI�KROGLQJV�IURP�WKH�)HGHUDO�5HVHUYH�HYLGHQFHV�RZQHUVKLS�RI� 
7UHDVXU\�VHFXULWLHV�KHOG�GLUHFWO\�E\�WKH�FUHGLW�XQLRQ�LQ�WKH�ERRN�HQWU\�V\VWHP�� 
� 
� 
7UHDVXU\�ELOOV�LVVXHG�E\�7UHDVXU\�FRQVLVW�RI�GLVFRXQW�VHFXULWLHV�DXFWLRQHG�DQG�TXRWHG�RQ�D� 
GLVFRXQW�UDWH�EDVLV��ZLWK�DQ�RULJLQDO�PDWXULW\�RI����GD\V������GD\V��RU����ZHHNV�� 
2FFDVLRQDOO\��7UHDVXU\�ZLOO�LVVXH�VSHFLDO�PDWXULW\�7UHDVXU\�ELOOV�LQ�WKH�IRUP�RI�FDVK� 
PDQDJHPHQW�RU�WD[�DQWLFLSDWLRQ�ELOOV��7UHDVXU\�ELOOV�KDYH�D�IDFH�YDOXH�WKDW�UHIOHFWV�WKH� 
UHWXUQ�RI�D�VLQJOH�FDVK�IORZ��DOVR�FDOOHG�D�UHGHPSWLRQ�DPRXQW��WR�WKH�LQYHVWRU�DW�PDWXULW\�� 
7KH�GROODU�GLVFRXQW��FDOFXODWHG�E\�PXOWLSO\LQJ�WKH�GLVFRXQW�UDWH��DV�D�GHFLPDO��WLPHV�WKH� 
IDFH�YDOXH�WLPHV�WKH�QXPEHU�RI�GD\V�UHPDLQLQJ�WR�PDWXULW\�GLYLGHG�E\�����GD\V��WKH�GD\V� 

������ 
� 
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EDVLV���UHSUHVHQWV�WKH�GLIIHUHQFH�EHWZHHQ�WKH�SXUFKDVH�SULFH�DQG�WKH�IDFH�YDOXH��L�H���WKH� 
DPRXQW�RI�LQWHUHVW�WKH�LQYHVWRU�UHFHLYHV�DW�PDWXULW\���7KH�GROODU�SXUFKDVH�SULFH�UHIOHFWV�WKH� 
GLIIHUHQFH�EHWZHHQ�WKH�IDFH�YDOXH�DQG�WKH�GROODU�GLVFRXQW�� 
� 
&RPSDULQJ�WKH�7UHDVXU\�ELOO�LQWHUHVW�UDWH�WR�D�FRXSRQ�VHFXULW\��H�J���D�7UHDVXU\�QRWH�� 
UHTXLUHV�FDOFXODWLRQ�RI�WKH�7UHDVXU\�ELOO¶V�ERQG�HTXLYDOHQW�\LHOG��%(<���D�XQLYHUVDOO\� 
FRPSDUDEOH�VHPL�DQQXDO�\LHOG��L�H���D�QRPLQDO�DQQXDO�\LHOG�DVVXPLQJ�VHPL�DQQXDO� 
FRPSRXQGLQJ���&UHGLW�XQLRQV�FDQQRW�FRPSDUH�LQ�D�PHDQLQJIXO�ZD\�WKH�GLVFRXQW�UDWH�WR� 
WKH�%(<�RQ�D�7UHDVXU\�QRWH�RU�ERQG��7KH�GLVFRXQW�UDWH��EDVHG�RQ�WKH�IDFH�YDOXH�RI�WKH� 
LQYHVWPHQW�UDWKHU�WKDQ�WKH�GROODU�SXUFKDVH�SULFH��XVHV�D�����GD\��UDWKHU�WKDQ�D�����GD\� 
EDVLV�IRU�LWV�FDOFXODWLRQ��$OWHUQDWLYHO\��FDOFXODWLRQ�RI�WKH�PRQH\�PDUNHW�\LHOG�IDFLOLWDWHV� 
FRPSDULVRQ�RI�WKH�LQWHUHVW�UDWH�RQ�D�7UHDVXU\�ELOO�WR�DQRWKHU�PRQH\�PDUNHW�LQVWUXPHQW�� 
� 
� 
7UHDVXU\�QRWHV�DQG�ERQGV�UHSUHVHQW�FRXSRQ�EHDULQJ�VHFXULWLHV��7KH�8�6��7UHDVXU\� 
DXFWLRQV�7UHDVXU\�QRWHV�RQ�D�%(<�EDVLV�DQG�TXRWHV�WKHP�RQ�D�SULFH�EDVLV�LQ�WKH�VHFRQGDU\� 
PDUNHW��7UHDVXU\�QRWHV�DQG�ERQGV�SD\�LQWHUHVW�VHPL�DQQXDOO\�DQG�UHWXUQ�WKH�SULQFLSDO� 
DPRXQW��IDFH�YDOXH��WR�WKH�LQYHVWRU�DW�PDWXULW\��7KH�8�6��7UHDVXU\�LVVXHV�7UHDVXU\�QRWHV� 
ZLWK�DQ�RULJLQDO�PDWXULW\�RI�������RU����\HDUV�DQG�7UHDVXU\�ERQGV�ZLWK�DQ�RULJLQDO�PDWXULW\� 
RI����\HDUV��2FFDVLRQDOO\��7UHDVXU\�ZLOO�UHRSHQ�D�SUHYLRXVO\�LVVXHG�VHFXULW\�DQG�DXFWLRQ� 
DGGLWLRQDO�DPRXQWV�� 
� 
� 
���������G��SURKLELWV�WKH�SXUFKDVH�RI�D�]HUR�FRXSRQ�LQYHVWPHQW�ZLWK�D�PDWXULW\�GDWH� 
PRUH�WKDQ����\HDUV�IURP�WKH�VHWWOHPHQW�GDWH��XQOHVV�WKH�FUHGLW�XQLRQ�LV�H[HPSW�XQGHU�WKH� 
5HJ�)OH[�SURYLVLRQV�RI�3DUW������7UHDVXU\�SULFHV�D�]HUR�FRXSRQ�RU�³VWULSSHG´�VHFXULW\�DW�D� 
GLVFRXQW�WR�IDFH�YDOXH�EHIRUH�PDWXULW\��$�³FRUSXV�VWULS´�UHIOHFWV�D�FODLP�WR�WKH�SULQFLSDO� 
SRUWLRQ�RI�D�7UHDVXU\�VHFXULW\��DV�FRQWUDVWHG�ZLWK�D�VWULSSHG�FRXSRQ¶V�FODLP�WR�DQ�LQWHUHVW� 
SD\PHQW�� 
� 
675,36��6HSDUDWH�7UDGLQJ�RI�5HJLVWHUHG�,QWHUHVW�DQG�3ULQFLSDO�RI�6HFXULWLHV��LV�WKH�8�6�� 
7UHDVXU\�SURJUDP�WKDW�SHUPLWV�VHSDUDWH�WUDGLQJ�DQG�RZQHUVKLS�RI�WKH�LQWHUHVW�DQG� 
SULQFLSDO�SD\PHQWV�RQ����\HDU�DQG�ORQJHU�WHUP�RULJLQDO�PDWXULW\�7UHDVXU\�QRWHV�DQG� 
ERQGV�PDLQWDLQHG�LQ�WKH�ERRN�HQWU\�V\VWHP�RSHUDWHG�E\�WKH�)HGHUDO�5HVHUYH�%DQNV�� 
675,36�UHIOHFW�GLUHFW�REOLJDWLRQV�RI�WKH�8�6��*RYHUQPHQW�� 
� 
)RU�H[DPSOH��D����\HDU����SHUFHQW�FRXSRQ�������������7UHDVXU\�QRWH�PD\�EH�VHSDUDWHG� 
LQWR����GLIIHUHQW�FRXSRQ�675,36��RQH�IRU�HDFK�RI����VHPL�DQQXDO�SD\PHQWV�RI�DERXW� 
��������HDFK��DQG�RQH�FRUSXV�675,36��WKH������������SULQFLSDO�GXH�DW�PDWXULW\��� 
675,36�DOVR�FDQ�EH�UHFRQVWLWXWHG�LQWR�WKH�RULJLQDO�7UHDVXU\�QRWH�RU�ERQG�� 

������ 
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INVESTMENT ANALYSIS
 

� 
� 

Other US ,Q�DGGLWLRQ�WR�7UHDVXU\�VHFXULWLHV��WKH�8�6��*RYHUQPHQW�IXOO\�JXDUDQWHHV�WKH�SULQFLSDO�DQG� 
Guaranteed 
Securities 

LQWHUHVW�RI�FHUWDLQ�RWKHU�VHFXULWLHV��VXFK�DV�*RYHUQPHQW�1DWLRQDO�0RUWJDJH�$VVRFLDWLRQ� 
�*10$�RU�*LQQLH�0DH��VHFXULWLHV�DQG�*RYHUQPHQW�RI�,VUDHO�QRWHV�� 
� 
� 

Federal ,Q�WKH�ERQG�PDUNHW��WKH�WHUP�³IHGHUDO�DJHQF\�VHFXULWLHV´�JHQHUDOO\�DSSOLHV�WR�WZR�GLIIHUHQW� 
Agency W\SHV�RI�VHFXULWLHV������D�VHFXULW\�LVVXHG�E\�D�*RYHUQPHQW�FRUSRUDWLRQ��ZKROO\�RU�SDUWLDOO\� 
Securities RZQHG�E\�WKH�*RYHUQPHQW���XVXDOO\�ZLWK�DQ�XQFRQGLWLRQDO�JXDUDQWHH�RI�WKH�8�6�� 

*RYHUQPHQW��DQG�����D�VHFXULW\�LVVXHG�E\�D�JRYHUQPHQW�VSRQVRUHG�HQWHUSULVH��*6(���RIWHQ� 
H[SOLFLWO\�JXDUDQWHHG�RQO\�E\�WKH�LVVXHU�� 
� 
3HUPLVVLEOH�LQYHVWPHQWV�IRU�IHGHUDO�FUHGLW�XQLRQV�LQFOXGH�WKH�REOLJDWLRQV��SDUWLFLSDWLRQV�RU� 
RWKHU�LQVWUXPHQWV�LVVXHG�E\�IHGHUDO�DJHQFLHV�DV�DXWKRUL]HG�LQ�§�������(��RI�WKH�FCU Act�� 
ZKROO\�RZQHG�*RYHUQPHQW�FRUSRUDWLRQV�GHVLJQDWHG�LQ�§����RI�WKH�*RYHUQPHQW� 
&RUSRUDWLRQ�&RQWURO�$FW�����8�6�&�������������DQG�RWKHU�VHFXULWLHV�DV�DXWKRUL]HG�LQ� 
§�������(��DQG�§�������)��RI�WKH�FCU Act��0RVW�ZKROO\�RZQHG�*RYHUQPHQW� 
FRUSRUDWLRQV�QR�ORQJHU�LVVXH�WKHLU�RZQ�VHFXULWLHV�� 
� 
� 

Government 
Corporations 

7KH�)HGHUDO�)LQDQFLQJ�&RUSRUDWLRQ�JHQHUDOO\�SURYLGHV�IXQGV�WR�*RYHUQPHQW�FRUSRUDWLRQV� 
DQG�ERUURZV�WKRVH�IXQGV�IURP�WKH�'HSDUWPHQW�RI�WKH�7UHDVXU\�WKDW��LQ�WXUQ��LVVXHV� 
7UHDVXU\�VHFXULWLHV��5HFHQWO\�LVVXHG�VHFXULWLHV�RI�*RYHUQPHQW�1DWLRQDO�0RUWJDJH� 
$VVRFLDWLRQ��6PDOO�%XVLQHVV�$GPLQLVWUDWLRQ��DQG�7HQQHVVHH�9DOOH\�$XWKRULW\�FRPPRQO\� 
IDOO�ZLWKLQ�WKLV�FDWHJRU\�� 
� 
:KROO\�RZQHG�*RYHUQPHQW�FRUSRUDWLRQV�LQFOXGH�� 
� 
x *RYHUQPHQW�1DWLRQDO�0RUWJDJH�$VVRFLDWLRQ��*10$�RU�*LQQLH�0DH���DQG� 
x 7HQQHVVHH�9DOOH\�$XWKRULW\��79$���7KH�IXOO�IDLWK�DQG�FUHGLW�RI�WKH�86�JRYHUQPHQW�GR� 

QRW�EDFN�WKHVH�7HQQHVVHH�9DOOH\�$XWKRULW\�VHFXULWLHV�� 
� 
(QWLWLHV�IRUPHG�WR�DVVLVW�ZLWK�SUREOHPV�LQ�WKH�VDYLQJV�DQG�ORDQ�LQGXVWU\�LQFOXGH�� 

� 
x )LQDQFLQJ�&RUSRUDWLRQ��),&2��� 
x 5HVROXWLRQ�7UXVW�&RUSRUDWLRQ��57&���DQG� 
x 5HVROXWLRQ�)LQDQFH�&RUSRUDWLRQ��5HI&RUS��� 
� 

������ 
� 
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7KHVH�PL[HG�RZQHUVKLS�*RYHUQPHQW�FRUSRUDWLRQV�KDYH�LVVXHG��GLUHFWO\�RU�LQGLUHFWO\�� 
FHUWDLQ�VHFXULWLHV�LQ�ZKLFK�IHGHUDO�FUHGLW�XQLRQV�PD\�LQYHVW�LQFOXGLQJ�FHUWDLQ�PRUWJDJH� 
EDFNHG�RU�PRUWJDJH�FROODWHUDOL]HG�VHFXULWLHV�� 
� 
� 

Government *RYHUQPHQW�6SRQVRUHG�(QWHUSULVHV��*6(V��DUH�SULYDWHO\�RZQHG��&RQJUHVVLRQDOO\� 
Sponsored FKDUWHUHG�FRUSRUDWLRQV��7KH�JRYHUQPHQW�HVWDEOLVKHV�D�*6(�WR�SURYLGH�IXQGLQJ�WR�D�VHFWRU� 
Enterprises RI�WKH�HFRQRP\�RWKHUZLVH�XQGHUVHUYHG�E\�SXUHO\�SULYDWH�ILQDQFLDO�LQWHUPHGLDULHV��%HFDXVH� 

*6(V�SOD\�DQ�LPSRUWDQW�UROH�LQ�VHFWRUV�RI�WKH�HFRQRP\��*6(V�DUH�LQVWUXPHQWDOLWLHV�RI�WKH� 
8�6��*RYHUQPHQW�IRU�VSHFLILF�SXUSRVHV��6(&�UHJLVWUDWLRQ�UHTXLUHPHQWV�H[HPSW�*6(�GHEW� 
REOLJDWLRQV��+RZHYHU��*6(V�GR�QRW�FDUU\�DQ�H[SOLFLW�JXDUDQWHH�RI�WKH�8�6��*RYHUQPHQW�� 
� 
*6(V�WKDW�LVVXH�VHFXULWLHV�LQFOXGH�� 
� 
x )HGHUDO�1DWLRQDO�0RUWJDJH�$VVRFLDWLRQ��)10$�RU�)DQQLH�0DH��� 
x )HGHUDO�+RPH�/RDQ�0RUWJDJH�&RUSRUDWLRQ��)+/0&�RU�)UHGGLH�0DF��� 
x )DUP�&UHGLW�6\VWHP��LQFOXGLQJ�)HGHUDO�)DUP�&UHGLW�%DQN��))&%��DQG�)DUP�&UHGLW� 

6\VWHP�)LQDQFLDO�$VVLVWDQFH�&RUSRUDWLRQ��)$&2���� 
x )HGHUDO�+RPH�/RDQ�%DQN�6\VWHP��)+/%��� 
x )HGHUDO�$JULFXOWXUDO�0RUWJDJH�&RUSRUDWLRQ��)$0&�RU�)DUPHU�0DF���DQG� 
x 6WXGHQW�/RDQ�0DUNHWLQJ�$VVRFLDWLRQ��6/0$�RU�6DOOLH�0DH���6/0$�IRUPHG�D�KROGLQJ� 

FRPSDQ\�IRU�WKH�SXUSRVH�RI�JLYLQJ�XS�LWV�*6(�VWDWXV��6HFXULWLHV�LVVXHG�E\�6/0$�ZLWK� 
ILQDO�PDWXULWLHV�QRW�WR�H[WHQG�EH\RQG�6HSWHPEHU����������UHPDLQ�SHUPLVVLEOH� 
LQYHVWPHQWV�IRU�IHGHUDO�FUHGLW�XQLRQV��+RZHYHU��IHGHUDO�FUHGLW�XQLRQV�PD\�QRW�LQYHVW� 
LQ�VHFXULWLHV�LVVXHG�E\�6/0�+ROGLQJ�&RUSRUDWLRQ�� 

� 

������ 
� 
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Permissible Investments for Federal Credit Unions 
� 

,VVXHU�RU� 6HFXULW\�%DFNHG�E\�86� 3HUPLVVLEOH�IRU�)HGHUDO�1DWXUDO� 
2ULJLQDWRU� *RYHUQPHQW� 3HUVRQ�&UHGLW�8QLRQ��� 

3URYLVLRQ�RI�FCU Act��RU�RWKHU� 
ODZ�� 

)10$��)DQQLH� 12� <(6�±��������(�� 
0DH�� 
)+/0&� 12� <(6�±��������(�� 
�)UHGGLH�0DF�� 
))&%��)DUP� 12� <(6�±��������(�� 
&UHGLW�� 
)$&2� <(6� <(6�±��������%�� 
)+/%� 12� <(6�±��������(�� 
)$0&��)DUPHU� 12� <(6����������(���DQG���� 
0DF�� 8�6�&������DD����F��� 
6/0$��6DOOLH� 12� <(6�±��������(�� 
0DH�� 
),&2� 12��SULQFLSDO�EDFNHG�E\�]HUR� <(6����������(���DQG���� 

FRXSRQ�7UHDVXULHV�� 8�6�&�������H������ 
57&� 12��	 &HUWDLQ�WUXVWV�DUH�SHUPLVVLEOH� 

PRUWJDJH�UHODWHG�VHFXULW\� 
LQYHVWPHQWV� 

5HI&RUS� 12�	 <(6���RWKHU�DJHQF\��������(�� 

$JHQF\�REOLJDWLRQV�LQFOXGH�VKRUW�WHUP�QRWHV��ORQJ�WHUP�GHEHQWXUH�ERQGV��DQG�VWUXFWXUHG� 
QRWHV��GHVFULEHG�DV�IROORZV��� 
� 
x 6KRUW�WHUP�QRWHV���JHQHUDOO\�GLVFRXQW�VHFXULWLHV��VLPLODU�WR�7UHDVXU\�ELOOV��ZLWK�D� 

VLQJOH�FDVK�IORZ�DW�PDWXULW\��� 
x 'HEHQWXUH�ERQGV�±�DOVR�FDOOHG�FRQVROLGDWHG�ERQGV�ZKHQ�LVVXHG�E\�)DUP�&UHGLW� 

JHQHUDOO\�SD\�LQWHUHVW�VHPL�DQQXDOO\� 
x	 6WUXFWXUHG�QRWHV���W\SLFDOO\�FRQWDLQ�FDOO�SURYLVLRQV�RU�RWKHU�HPEHGGHG�GHULYDWLYHV�� 

FUHGLW�XQLRQV�WKDW�GR�QRW�XQGHUVWDQG�WKH�ULVNV�RI�WKH�HPEHGGHG�GHULYDWLYHV�VKRXOG�QRW� 
LQYHVW�LQ�WKHVH�VHFXULWLHV�� 

3DUWLFLSDWLRQV�GLIIHU�IURP�GHEHQWXUH�ERQGV�LQ�WKDW�VSHFLILF�DVVHWV��W\SLFDOO\�PRUWJDJH� 
ORDQV��EDFN�SDUWLFLSDWLRQ�ERQGV��*HQHUDOO\��WKH�8�6��*RYHUQPHQW��IRU�*LQQLH�0DH��RU�D� 
*6(��IRU�)DQQLH�0DH�DQG�)UHGGLH�0DF��JXDUDQWHH�WKHVH�VHFXULWLHV�� 
� 
2QH�ORDQ�RU�D�SRRO�RI�ORDQV�PD\�EDFN�SDUWLFLSDWLRQ�FHUWLILFDWHV��7R�UHGXFH�SUHSD\PHQW� 
ULVN�RQ�VHFXULWLHV�SXUFKDVHG�DW�D�SUHPLXP��PDQDJHPHQW�VKRXOG�NQRZ�WKH�DSSUR[LPDWH� 
QXPEHU�RI�ORDQV�LQ�WKH�SDUWLFLSDWLRQ�SRRO�DQG��LI�JHRJUDSKLF�GLYHUVLILFDWLRQ�ZDUUDQWV��WKHLU� 

������ 
� 
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ORFDWLRQ��)RU�WKH�PRUH�UHFHQW�LVVXHV��WKH�%ORRPEHUJ�VFUHHQV��RIIHULQJ�FLUFXODUV��RU�RWKHU� 
H[WHUQDO�PHDQV�SURYLGH�FKDUDFWHULVWLFV�RI�WKH�SDUWLFLSDWLRQ�SRROV�� 
� 
0DQDJHPHQW�VKRXOG�WKRURXJKO\�DQDO\]H�WKH�ULVN�RI�XQFHUWDLQ�FDVK�IORZV�DVVRFLDWHG�ZLWK� 
PRUWJDJH�SDVV�WKURXJK�FHUWLILFDWHV��$V�PDUNHW�LQWHUHVW�UDWHV�ULVH��SUHSD\PHQWV�JHQHUDOO\� 
VORZ�GRZQ��$V�UDWHV�PRYH�XS�DQG�WKH�UHSULFLQJ�RI�LQYHVWPHQW�FDVK�IORZ�GLPLQLVKHV�� 
PHPEHUV�LQFUHDVH�SUHVVXUH�IRU�KLJKHU�GLYLGHQG�UDWHV��/LNHZLVH��SUHSD\PHQWV�JHQHUDOO\� 
LQFUHDVH�DV�UDWHV�PRYH�GRZQZDUG��,I�UDWHV�GHFUHDVH��WKH�FUHGLW�XQLRQ�PXVW�WKHQ�UHLQYHVW� 
H[FHVV�GROODUV�DW�ORZHU�UDWHV��IXUWKHU�UHGXFLQJ�DVVHW�\LHOGV��$V�VXFK��VWDQGDUG�SUHSD\PHQW� 
PRGHOV��H�J���WKRVH�DYDLODEOH�WKURXJK�%ORRPEHUJ��RIWHQ�KHOS�SURMHFW�FDVK�IORZ�IRU� 
PRUWJDJH�SDVV�WKURXJK�VHFXULWLHV���)RU�IXUWKHU�JXLGDQFH�RQ�VWDQGDUG�SUHSD\PHQW�PRGHOV�� 
UHIHU�WR�WKH�VHFWLRQ�RQ�&02V�LQ�WKH�,QYHVWPHQW�*XLGDQFH�3DSHUV�ORFDWHG�LQ�WKH�1&8$�(� 
/LEUDU\��� 
� 
3DUWLFLSDWLRQ�FHUWLILFDWHV�PD\�DOVR�FRQVLVW�RI�YDULDEOH��RU�IL[HG�UDWH�ORDQV��)URP�DQ�DVVHW� 
OLDELOLW\�VWDQGSRLQW��PDQDJHPHQW�VKRXOG�NQRZ�WKH�FRUUHODWLRQ�EHWZHHQ�WKH�YDULDEOH�UDWH� 
IRUPXOD��H�J���WKH�LQGH[�SOXV�WKH�PDUJLQ��XVHG�WR�GHWHUPLQH�WKH�ORDQV¶�LQWHUHVW�UDWH�DQG�WKH� 
FUHGLW�XQLRQ¶V�FRVW�RI�IXQGV�� 
� 
8VXDOO\��WKH�SDUWLFLSDWLRQ�FHUWLILFDWH�KROGHU�UHFHLYHV�PRQWKO\�SD\PHQWV�RI�SULQFLSDO�DQG� 
LQWHUHVW�GLUHFWO\�IURP�WKH�VHUYLFHU�RI�WKH�ORDQ�ZKR��LQ�WXUQ��UHFHLYHG�WKRVH�SD\PHQWV�IURP� 
WKH�ERUURZHU��UHVXOWLQJ�LQ�D��SDVV�WKURXJK��VHFXULW\��$��PRGLILHG�SDVV�WKURXJK��PHDQV� 
WKDW�WKH�DJHQF\�JXDUDQWHHLQJ�WKH�VHFXULW\�HQVXUHV�WKH�WLPHO\�SD\PHQW�RI�SULQFLSDO�DQG� 
LQWHUHVW��,OOXVWUDWLRQ����$��D�VHFRQGDU\�PDUNHW�IORZFKDUW�IRU�PRGLILHG�SDVV�WKURXJK� 
VHFXULWLHV�� 
� 
%DVLF�VHFXULWLHV�DUH�RI�WZR�W\SHV�� 
� 
x Pass-Throughs.�,QYHVWRUV�VKDUH�LQ�FDVK�IORZ�IURP�WKH�XQGHUO\LQJ�PRUWJDJHV�RQ�D� 

�SUR�UDWD��EDVLV��0RQWKO\�SD\PHQWV�DQG�SUHSD\PHQWV�RI�SULQFLSDO�DQG�LQWHUHVW�DUH� 
GLYLGHG�DPRQJ�WKH�LQYHVWRUV�DFFRUGLQJ�WR�WKH�UHODWLYH�VL]H�RI�WKHLU�LQYHVWPHQW�� 

x CMO/REMIC. ,QYHVWRUV�VKDUH�LQ�FDVK�IORZV�RQ�D��SULRULWL]HG��EDVLV�E\�SXUFKDVLQJ� 
LQWR�D��WUDQFKH��RU�FODVV��7KH�SURVSHFWXV�SURYLGHV�GHWDLOV�RI�ZKHQ�WKH�LQYHVWRU�ZLOO� 
UHFHLYH�LQWHUHVW��SULQFLSDO��DQG�RU�SUHSD\PHQWV�� 

� 
� 
6HFRQGDU\�SDUWLFLSDWLRQV�XVXDOO\�GR�QRW�KDYH�D�WLPHO\�SD\PHQW�JXDUDQWHH��,QVXUHG�VWXGHQW� 
ORDQV��RWKHU�WKDQ�WKRVH�SULPDULO\�JXDUDQWHHG�E\�D�VWDWH�RU�SULYDWH�DJHQF\���)DUPHUV�+RPH� 
$GPLQLVWUDWLRQ��)P+$��%XVLQHVV�DQG�,QGXVWULDO�/RDQV��DQG�WKH�JXDUDQWHHG�SRUWLRQ�RI� 
ORDQV�JXDUDQWHHG�E\�WKH�6%$�IDOO�LQWR�WKLV�FDWHJRU\�� 

������ 
� 



GNMAs 

INVESTMENT ANALYSIS
 

�
 
�������������������������Secondary Market Flow Chart
 
� 

� ����N� � ����N� � ����N� � 
� ������� � ������� � ������� �
 

��� 
  �  ���  �  ���  �  ���  
� �����!� � �����!� � �����!� � 
�  1RWH�  �  1RWH�  �  6HFXULW\�  �  

� 
��� ,QGLYLGXDO�ZDQWV����������WR�SXUFKDVH�RU�UHILQDQFH�D�SULQFLSDO�UHVLGHQFH�DQG�XVXDOO\�UHTXHVWV�D� 
ORQJ�WHUP�IL[HG�UDWH��KLJK�OHYHO�RI�,55��� 
� 
��� &UHGLW�XQLRQ�ZDQWV�WR�ORDQ�PRQH\��FKDUJH�SRLQWV�DQG�IHHV��DQG��VHUYLFH��WKH�GHEW��,I�WKH�FUHGLW�XQLRQ� 
GRHV�QRW�ZLVK�WR�DVVXPH�WKH�UHGXFHG�OLTXLGLW\�RU�LQFUHDVHG�,55�DVVRFLDWHG�ZLWK�PRUWJDJH�OHQGLQJ��LW� 
VWUXFWXUHV�WKH�ORDQ�WR�TXDOLI\�IRU�WKH�VHFRQGDU\�PDUNHW��7KH�FUHGLW�XQLRQ�WKHQ�KDV�WKH�RSWLRQ�RI�VHOOLQJ�WKH� 
ORDQ�LPPHGLDWHO\�RU�DW�D�ODWHU�GDWH��WKXV�HQDEOLQJ�LW�WR�PDNH�DGGLWLRQDO�ORDQV�� 
� 
��� ,QWHUPHGLDU\��H�J���*10$��)+/0&��DQG�)+$��HVWDEOLVKHG�WR�SURYLGH�D�UHDG\�VRXUFH�RI�KRXVLQJ� 
IXQGV��7KHVH�DJHQFLHV�VHW�VHFRQGDU\�PDUNHW�VWDQGDUGV�EDVHG�RQ�KLVWRULFDO�UHFRUGV�WR�HQVXUH�KLJK�TXDOLW\� 
ORDQ�XQGHUZULWLQJ�DQG�GRFXPHQWDWLRQ��ZKLFK�DOORZ�WKH�DJHQF\�WR��JXDUDQWHH��ORDQ�SULQFLSDO�DQG�LQWHUHVW� 
SD\PHQWV��7KH�LQWHUPHGLDU\�LVVXHV�WR�LQGLYLGXDO�LQYHVWRUV�FHUWLILFDWHV�RU�VHFXULWLHV�FROODWHUDOL]HG��LQ�ZKROH� 
RU�LQ�SDUW��E\�WKH�PRUWJDJHV�SXUFKDVHG�IURP�WKH�FUHGLW�XQLRQ�� 
� 
��� ,QGLYLGXDO�LQYHVWRUV�ZLOOLQJ�WR�EX\�D�VHFXULW\�FROODWHUDOL]HG�E\�WKH�PRUWJDJHV��7KH\�UHFHLYH�D� 
JXDUDQWHH�RI�PRQWKO\�SULQFLSDO�DQG�LQWHUHVW�SD\PHQWV�DQG�D�KLJKHU�\LHOG�WKDQ�WKH\�ZRXOG�UHFHLYH�LI�WKH\� 
LQYHVWHG�LQ�D�7UHDVXU\�VHFXULW\�ZLWK�D�VLPLODU�PDWXULW\��7KH�LQYHVWRUV��LQ�WXUQ��DVVXPH�LQWHUHVW�UDWH�DQG� 
SUHSD\PHQW�ULVNV�UHVXOWLQJ�IURP�XQFHUWDLQW\�DV�WR�WKH�UHSD\PHQW�SHULRG�RI�WKH�SULQFLSDO�DQG�LQWHUHVW�IURP�WKH� 
FROODWHUDOL]HG�PRUWJDJHV�LQ�WKH�SRRO��)RU�H[DPSOH��LI�LQGLYLGXDO�KRPHRZQHUV�UHILQDQFH�RU�PRYH��WKH\�SD\� 
RII�WKH�HQWLUH�ORDQ�HDUO\�UDWKHU�WKDQ�RYHU�WKHLU�RULJLQDO�PRUWJDJH�SHULRGV��XVXDOO\����RU����\HDUV��� 
� 

Illustration 12-A� 
� 
&UHGLW�XQLRQV�KROGLQJ�VHFRQGDU\�SDUWLFLSDWLRQV�VKRXOG�ILOH�DOO�DSSURSULDWH�IRUPV�ZLWK�WKH� 
LQVXULQJ�DJHQF\�DQG�UHWDLQ�ZULWWHQ�DVVXUDQFH�WKDW�WKH�VHFRQGDU\�SDUWLFLSDWLRQ�ORDQV�PHHW� 
DOO�UHTXLUHPHQWV�LQ�WKH�HYHQW�WKDW�WKH�ERUURZHU�GHIDXOWV�DQG�WKH�FUHGLW�XQLRQ�PXVW�ILOH�D� 
FODLP��2IILFLDOV�VKRXOG�XQGHUVWDQG�WKH�FUHGLW�XQLRQ
 V�FROOHFWLRQ�UHVSRQVLELOLWLHV�XQGHU�WKH� 
LQVXULQJ�FODXVHV�WKDW�VXSSRUW�WKH�LQYHVWPHQWV�LQ�TXHVWLRQ�� 
� 
7KH�FUHGLW�XQLRQ�VKRXOG�HQVXUH�WKDW�SDUWLFLSDWLRQ�FHUWLILFDWHV�DQG�RWKHU�VHFRQGDU\� 
SDUWLFLSDWLRQV�PHHW�WKH�UHTXLUHPHQWV�RI�§�������(��RU�§�������)��RI�WKH�FCU Act��DQG� 
WKDW�QR�REVWUXFWLRQV�H[LVW�WKDW�PLJKW�LQYDOLGDWH�WKH�IHGHUDO�JXDUDQWHH�� 
� 
� 
$�SRRO�RI�PRUWJDJHV�LQVXUHG�RU�JXDUDQWHHG�E\�WKH�)HGHUDO�+RXVLQJ�$GPLQLVWUDWLRQ� 
�)+$���WKH�)P+$��RU�WKH�9HWHUDQV�$GPLQLVWUDWLRQ��9$��EDFNV�D�*10$��*10$� 
JXDUDQWHHV�WKH�WLPHO\�SD\PHQW�RI�SULQFLSDO�DQG�LQWHUHVW�WR�WKH�VHFXULW\�KROGHUV��7KH�FUHGLW� 
XQLRQ�QRUPDOO\�UHFHLYHV�SD\PHQW�RQ�WKH�ILIWHHQWK�RI�HDFK�PRQWK�IRU�*10$�,��RU�RQ�WKH� 
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WZHQWLHWK�IRU�*10$�,,��7KLV�SD\PHQW�LQFOXGHV�WKH�VFKHGXOHG�SULQFLSDO�SD\PHQW��DQ\� 
SUHSD\PHQW�RI�SULQFLSDO�RQ�WKH�VHFXULW\��DQG�FRXSRQ�LQWHUHVW�IRU�WKH�SULRU�PRQWK�� 
� 
%HFDXVH�*10$V�KDYH�WKH�SULQFLSDO�UHSD\PHQW�IHDWXUH��WKH�FUHGLW�XQLRQ�PXVW�NQRZ�WKH� 
SRRO�IDFWRU�WR�FRPSXWH�WKH�SULQFLSDO�RXWVWDQGLQJ��7KH�%RQG�0DUNHW�$VVRFLDWLRQ�SXEOLVKHV� 
D�VFKHGXOH�IRU�WKH�IDFWRUV��3UHSD\PHQW�$QQRXQFHPHQWV���)RU�H[DPSOH��*10$�,�IDFWRUV� 
DUH�DQQRXQFHG�DERXW�WKH�ILIWK�EXVLQHVV�GD\�RI�WKH�PRQWK��DQG�*10$�,,�IDFWRUV�D�EXVLQHVV� 
GD\�ODWHU��� 
� 
7KH�IDFWRU�IRU�D�*10$�UHSUHVHQWV�WKH�DPRXQW�RI�SULQFLSDO�WKDW�UHPDLQV�RXWVWDQGLQJ�DV�RI� 
WKH�HQG�RI�WKH�SUHYLRXV�PRQWK��:KHQ�UHFRQFLOLQJ�VDIHNHHSLQJ�VWDWHPHQWV��H[DPLQHUV� 
VKRXOG�QRWH�WKDW�VWDWHPHQWV�PD\�VKRZ�WKH�IDFWRU�IRU�WKH�FXUUHQW�PRQWK��DQG�UHSRUW�RQO\�WKH� 
SD\PHQW�DPRXQWV�IRU�SULQFLSDO�DQG�LQWHUHVW�IURP�WKH�SUHYLRXV�PRQWK��QRW�WKRVH�VFKHGXOHG� 
IRU�UHFHLSW�LQ�WKH�FXUUHQW�PRQWK� 
� 
6HWWOHPHQW�RQ�*10$�WUDGHV�RFFXUV�RQFH�HDFK�PRQWK��DFFRUGLQJ�WR�D�VFKHGXOH�SXEOLVKHG� 
E\�7KH�%RQG�0DUNHW�$VVRFLDWLRQ��)RU�H[DPSOH��PRVW����\HDU�*10$�,�VHFXULWLHV�KDYH�D� 
VHWWOHPHQW�GDWH�RI�DERXW�WKH�VL[WHHQWK�EXVLQHVV�GD\�RI�WKH�PRQWK��7R�VHWWOH�RQ�WKH�FXUUHQW� 
PRQWK¶V�VHWWOHPHQW�GDWH��WKH�FUHGLW�XQLRQ�PXVW�PDNH�DQG�UHSRUW�D�WUDQVDFWLRQ�RQ�RU�EHIRUH� 
WKH�QRWLFH�GDWH��ZKLFK�LV����KRXUV�EHIRUH�WKH�VHWWOHPHQW�GDWH�� 
� 
$�*10$¶V�SULQFLSDO�EDODQFH�DV�RI�WKH�HQG�RI�WKH�SUHYLRXV�PRQWK�SURYLGHV�WKH�EDVLV�IRU� 
WKH�VHWWOHPHQW�DPRXQW��7KXV��ZKLOH�D�WUDQVDFWLRQ�VHWV�WKH�GROODU�SULFH�SHU������RI� 
RXWVWDQGLQJ�SULQFLSDO��WKH�FUHGLW�XQLRQ�FDQQRW�FRPSXWH�WKH�DFWXDO�GROODU�DPRXQW�GXH�DW� 
VHWWOHPHQW�XQWLO�LW�NQRZV�WKH�SRRO�IDFWRU�IRU�FRPSXWLQJ�WKH�RXWVWDQGLQJ�SULQFLSDO�� 
� 
$�FUHGLW�XQLRQ�VKRXOG�DFFXUDWHO\�UHFRUG�SULQFLSDO�UHSD\PHQWV�DQG�LQWHUHVW�SD\PHQWV��6WDII� 
VKRXOG�SURSHUO\�UHIOHFW�WKH�VHFXULW\¶V�RXWVWDQGLQJ�EDODQFH�E\�UHYLHZLQJ�WKH�VWDWHPHQWV� 
UHFHLYHG�IURP�HLWKHU�WKH�VHUYLFHU�RI�WKH�*10$�SRRO�RU�WKH�FUHGLW�XQLRQ
 V�EURNHU�� 
� 
*10$�LVVXHV�*10$�VHFXULWLHV�LQ�ERRN�HQWU\�IRUP�LQ�WKH�HOHFWURQLF�ERRN�HQWU\�V\VWHP� 
RI�WKH�0RUWJDJH�%DFNHG�6HFXULW\�'LYLVLRQ�RI�WKH�'HSRVLWRU\�7UXVW�&RPSDQ\��'7&���� 
� 
(DFK�PRQWK��FUHGLW�XQLRQV�UHJLVWHUHG�DV�RZQHUV�RI�*10$V�UHFHLYH�DQ�,VVXHUV�0RQWKO\� 
5HPLWWDQFH�$GYLFH��7KLV�IRUP�XVXDOO\�DFFRPSDQLHV�WKH�PRQWKO\�SD\PHQW�DQG�LGHQWLILHV� 

������������������������������������������������������ 
��6LQFH�'HFHPEHU�����������LQYHVWRUV�KROGLQJ�ROGHU�SK\VLFDO�IRUP�*10$�VHFXULWLHV�PD\�FRQYHUW�WKHP�WR� 
ERRN�HQWU\�IRUP��ZLWK�WKH�H[FHSWLRQ�RI�*10$�6HULDO�1RWHV��6LQFH�'HFHPEHU�������QRQ�HOLJLEOH�VHFXULWLHV� 
DQG�ERRN�HQWU\�HOLJLEOH�VHFXULWLHV�WKDW�ZHUH�QRW�GHOLYHUHG�DFFRUGLQJ�WR�JRRG�GHOLYHU\�JXLGHOLQHV�UHPDLQ�LQ� 
SK\VLFDO�IRUP�� 
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WKH�DPRXQW�RI�SULQFLSDO�UHSD\PHQW��LQWHUHVW�LQFRPH��DQG�WKH�RXWVWDQGLQJ�EDODQFH�RI�WKH� 
VHFXULW\��7KH�H[DPLQHU�PD\�YHULI\�WKHVH�ILJXUHV�ZLWK�WKRVH�RQ�WKH�FUHGLW�XQLRQ
 V�ERRNV�� 
� 
0RVW�FUHGLW�XQLRQV�KROG�*10$�VHFXULWLHV�WKURXJK�D�FXVWRGLDQ�WKDW�PDLQWDLQV�D�FKDLQ�RI� 
FXVWRG\�WKURXJK�D�SDUWLFLSDQW�LQ�'7&��7KH�FUHGLW�XQLRQ�UHFHLYHV�D�VWDWHPHQW�IURP�LWV� 
FXVWRGLDQ��,QIRUPDWLRQ�FRQWDLQHG�RQ�WKHVH�VWDWHPHQWV�PD\�YDU\�VOLJKWO\�IURP�FXVWRGLDQ�WR� 
FXVWRGLDQ��([DPLQHUV�DQG�FUHGLW�XQLRQ�VWDII�FDQ�YHULI\�WKH�SULQFLSDO�UHSD\PHQW��LQWHUHVW� 
LQFRPH��DQG�WKH�VHFXULW\¶V�FXUUHQW�SDU�YDOXH�IURP�WKH�FXVWRGLDQ¶V�VWDWHPHQWV�DJDLQVW�WKH� 
ILJXUHV�LQ�WKH�FUHGLW�XQLRQ
 V�ERRNV�� 
� 
,I�D�FXVWRGLDQ¶V�VWDWHPHQW�GRHV�QRW�SURYLGH�WKH�FXUUHQW�SDU�YDOXH�RI�WKH�VHFXULW\��WKH� 
H[DPLQHU�PD\�FRPSXWH�WKH�EDODQFH�DV�IROORZV�� 
� 
x 2EWDLQ�WKH�RULJLQDO�SDU�YDOXH�RI�WKH�VHFXULW\�IURP�WKH�WUDGH�VKHHW��LI�DYDLODEOH��RU�IURP� 

WKH�VXEVLGLDU\�OHGJHUV�� 
� 
x 2EWDLQ�WKH�*10$�SRRO�IDFWRU���7KH�SRRO�IDFWRU�UHSUHVHQWV�WKH�SHUFHQWDJH�RI�SULQFLSDO� 

VWLOO�RXWVWDQGLQJ���� 
� 
x 0XOWLSO\�WKH�RULJLQDO�SDU�YDOXH�E\�WKH�IDFWRU�WR�GHWHUPLQH�WKH�FXUUHQW�SDU�YDOXH� 

�UHPDLQLQJ�SULQFLSDO�EDODQFH���DQG� 
� 
x 9HULI\�WKH�FRPSXWHG�YDOXH�DJDLQVW�WKH�ILJXUHV�LQ�WKH�FUHGLW�XQLRQ
 V�UHFRUGV�� 
� 

Example��$�FUHGLW�XQLRQ�SXUFKDVHG�D�*10$�PRGLILHG�SDVV�WKURXJK�VHFXULW\�ZLWK�DQ�RULJLQDO�SDU�YDOXH� 
RI����������������7KH�*10$�SRRO�IDFWRU�LV������������ 
� 
� 2ULJLQDO�SDU�YDOXH� � �������������� 
� *10$�SRRO�IDFWRU� � ������������� 
� 
� &XUUHQW�SDU�YDOXH��&39�� � �������������� 

� 
7R�GHWHUPLQH�UHDVRQDEOHQHVV�RI�WKH�IDLU�YDOXH�RI�D�UHFHQWO\�LVVXHG�*10$��WKH�H[DPLQHU� 
PD\�ORRN�XS�WKH�ELG�SULFH�IRU�WKH�VWDWHG�LQWHUHVW�UDWH�DQG�PXOWLSO\�WKH�ELG�SULFH�E\�WKH� 
RXWVWDQGLQJ�SULQFLSDO�EDODQFH�RI�WKH�LQYHVWPHQW�WR�GHWHUPLQH�WKH�IDLU�YDOXH��$�SXEOLVKHG� 
ELG�SULFH�IRU�D�UHFHQWO\�LVVXHG�*10$�W\SLFDOO\�ZLOO�QRW�UHIOHFW�IDLU�YDOXH�IRU�D�VHDVRQHG� 
*10$��WKDW�LV��IRU�D�*10$�VHFXULW\�ZLWK�D�VKRUWHU�UHPDLQLQJ�PDWXULW\���6HH�WKH� 
0RUWJDJH�9DOXDWLRQ�ZRUNERRN�LQ�$,5(6�IRU�LQGLFDWLRQ�YDOXHV�IRU�PRUWJDJH�UHODWHG� 
VHFXULWLHV��� 
� 
� 
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)L[HG�UDWH�6PDOO�%XVLQHVV�$VVRFLDWLRQ��6%$��JXDUDQWHHG�ORDQV�KDYH�DSSHDOHG�WR�VRPH� 
FUHGLW�XQLRQV�EHFDXVH�RI�WKHLU�UHODWLYHO\�KLJK�\LHOGV��6%$�DOVR�KDV�D�YDULDEOH�UDWH� 
SDUWLFLSDWLRQ�ORDQ��LQ�ZKLFK�WKH�ORDQ�UDWH�JHQHUDOO\�DGMXVWV�TXDUWHUO\�DQG�PRYHV�ZLWK�WKH� 
SULPH�UDWH��WKXV�UHGXFLQJ�WKH�,55�RI�WKH�VHFXULW\�� 
� 
+RZHYHU��WKH�ODFN�RI�DQ�DFWLYH�VHFRQGDU\�PDUNHW�IRU�WKHVH�ORDQV�OLPLWV�WKHLU�PDUNHWDELOLW\�� 
PDNLQJ�WKHP�PRUH�VXLWDEOH�DV�D�ORQJ�WHUP�LQYHVWPHQW�WKDQ�DV�D�OLTXLG�DVVHW��*HQHUDOO\�� 
6%$�VLQJOH�ORDQV�FRQWDLQ�PRUH�ULVN�WKDQ�6%$�ORDQ�SRROV��/LNHZLVH��6%$�ORDQ�SRROV�WKDW� 
KDYH�D�VPDOO�QXPEHU�RI�ORDQV�FDUU\�PRUH�ULVN�WKDQ�GR�SRROV�ZLWK�ODUJHU�QXPEHUV�RI�6%$� 
ORDQV��,Q�RWKHU�ZRUGV��WKH�ODUJHU�WKH�QXPEHU�RI�ORDQV�LQ�WKH�SRRO��WKH�PRUH�SUHGLFWDEOH�LV� 
WKH�SRRO¶V�SHUIRUPDQFH�DQG�WKH�EHWWHU�LWV�PDUNHWDELOLW\��� 
� 
6%$�ORDQV��ZKHWKHU�IL[HG�RU�YDULDEOH�UDWH��GR�QRW�KDYH�D�FRQVLVWHQW�DYHUDJH�OLIH�DQG�6%$� 
FDQ�FDOO�WKHP�IRU�LPPHGLDWH�UHSD\PHQW��ZKLFK�FRXOG�UHVXOW�LQ�D�ORVV�LI�WKH�FUHGLW�XQLRQ� 
SXUFKDVHG�WKH�6%$�DW�D�SUHPLXP��,Q�DGGLWLRQ��WKH��WKLQ�PDUNHW���L�H���QRW�DQ�DFWLYHO\� 
WUDGHG�VHFRQGDU\�PDUNHW�DQG�D�OLPLWHG�QXPEHU�RI�EURNHUV�PDNLQJ�D�SULPDU\�PDUNHW�LQ� 
6%$V��UHVWULFWV�PDUNHWDELOLW\�RI�WKHVH�LQVWUXPHQWV�� 
� 

Example��$�FUHGLW�XQLRQ�SXUFKDVHG�D��������������SHUFHQW����\HDU�6%$�ORDQ�DW������$IWHU�RQH�\HDU�� 
WKH�EDODQFH�RI�WKH�ORDQ�ZDV���������DQG�WKH�XQDPRUWL]HG�SUHPLXP�ZDV���������7KH�ERUURZHU�UHSDLG� 
WKH�ORDQ�LQ�IXOO�DW�WKLV�SRLQW��6LQFH�6%$�JXDUDQWHHV�UHSD\PHQW�RQO\�DW�SDU��6%$�ZRXOG�QRW�UHLPEXUVH� 
WKH�FUHGLW�XQLRQ�IRU�WKH�UHPDLQLQJ��������XQDPRUWL]HG�SUHPLXP�DQG�WKH�FUHGLW�XQLRQ�PXVW�DEVRUE�WKH� 
ORVV�GXULQJ�WKH�FXUUHQW�DFFRXQWLQJ�SHULRG�� 

� 
&UHGLW�XQLRQV�VKRXOG�EH�DZDUH�RI�WKH�GDQJHUV�RI�SXUFKDVLQJ�6%$�ORDQV�DQG�RWKHU� 
VHFRQGDU\�SDUWLFLSDWLRQV�DW�KLJK�SUHPLXPV��+RZHYHU��WKH�GHFLVLRQ�RI�ZKHWKHU�RU�QRW�WR� 
SXUFKDVH�6%$V�UHPDLQV�ZLWK�WKH�RIILFLDOV�� 
� 
� 
$V�ZLWK�7UHDVXU\�VHFXULWLHV��ZKLFK�FDQ�EH�VWULSSHG�LQWR�]HUR�FRXSRQ�VHFXULWLHV��DJHQFLHV� 
�H�J���79$��DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV�FDQ�RIIHU�]HUR�FRXSRQ�GHEW�REOLJDWLRQV�� 
� 
7KH�SULFH�RI�D�]HUR�FRXSRQ�VHFXULW\�H[KLELWV�PRUH�VHQVLWLYLW\�WR�FKDQJHV�LQ�LQWHUHVW�UDWHV� 
WKDQ�GRHV�WKH�SULFH�RI�D�VLPLODU�PDWXULW\�FRXSRQ�EHDULQJ�ERQG��,Q�IDFW��SULFHV�RI�ORQJHU� 
WHUP��]HUR�FRXSRQ�VHFXULWLHV�FDQ�UHDFW�VWURQJO\�WR�FKDQJHV�LQ�LQWHUHVW�UDWHV��7KLV�SULFH� 
YRODWLOLW\�FDQ�DWWUDFW�FUHGLW�XQLRQV�ZLVKLQJ�WR�VSHFXODWH�LQ�WUDGLQJ�RI�]HUR�FRXSRQ� 
VHFXULWLHV��$V�VXFK��D�FUHGLW�XQLRQ¶V�LQYHVWPHQW�LQ�D�]HUR�FRXSRQ�VHFXULW\�PD\�EH�OHJDO�� 
EXW�QRW�DSSURSULDWH�IURP�DQ�DVVHW�OLDELOLW\�VWDQGSRLQW�� 
� 
$�IHGHUDO�FUHGLW�XQLRQ�PD\�QRW�SXUFKDVH�D�]HUR�FRXSRQ�LQYHVWPHQW�ZLWK�D�UHPDLQLQJ� 
PDWXULW\�JUHDWHU�WKDQ����\HDUV�IURP�WKH�VHWWOHPHQW�GDWH��$�FUHGLW�XQLRQ�PD\�³JUDQGIDWKHU´� 
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D�]HUR�FRXSRQ�ERQG�SXUFKDVHG�EHIRUH�'HFHPEHU����������XQOHVV�LW�SRVHV�D�VDIHW\�DQG� 
VRXQGQHVV�FRQFHUQ��,I�H[DPLQHUV�GHWHUPLQH�WKDW�WKH�LQYHVWPHQW�SRVHV�D�VLJQLILFDQW�WKUHDW� 
WR�WKH�FRQWLQXHG�VRXQG�RSHUDWLRQ�RI�WKH�FUHGLW�XQLRQ��WKH\�VKRXOG�FRQWDFW�WKHLU�VXSHUYLVRU\� 
H[DPLQHU�EHIRUH�IXUWKHU�DVVHVVLQJ�WKH�VLWXDWLRQ�� 
� 
([DPLQHUV�VKRXOG�GHWHUPLQH�WKDW�WKH�FUHGLW�XQLRQ�SURSHUO\�UHFRUGV�WKH�]HUR�FRXSRQ� 
VHFXULWLHV��0DQDJHPHQW�GHWHUPLQHV�WKH�SUHVHQW�YDOXH�RI�WKH�VLQJOH�FDVK�IORZ�XVLQJ�WKH� 
SXUFKDVH�LQWHUHVW�UDWH��W\SLFDOO\�D�ERQG�HTXLYDOHQW�\LHOG��$FFRXQWLQJ�IRU�WKHVH�VHFXULWLHV� 
UHTXLUHV�DFFUHWLQJ�WKH�GLVFRXQW�XVLQJ�WKH�LQWHUHVW�PHWKRG��DOVR�WHUPHG�VFLHQWLILF�RU�OHYHO� 
\LHOG���8QOLNH�WKH�VWUDLJKW�OLQH�PHWKRG��WKH�LQWHUHVW�PHWKRG�UHVXOWV�LQ�D�OHVVHU�DPRXQW�RI� 
LQFRPH�HDUQHG�LQ�HDUO\�SHULRGV�WKDQ�LQ�ODWHU�SHULRGV��� 
� 
([DPLQHUV�VKRXOG�DOVR�DVFHUWDLQ�ZKHWKHU�WKH�FUHGLW�XQLRQ�SXUFKDVHG�WKHVH�VHFXULWLHV�IRU� 
WUDGLQJ�SXUSRVHV��,I�WKH�FUHGLW�XQLRQ�WUDGHV�WKHVH�VHFXULWLHV��WKH�H[DPLQHU�VKRXOG�FRQVXOW� 
WKH�VXSHUYLVRU\�H[DPLQHU��7KH�H[DPLQHU�VKRXOG�UHYLHZ�WKH�FUHGLW�XQLRQ
 V�WUDGLQJ�SROLFLHV�� 
RSHUDWLQJ�SURFHGXUHV��DQG�OHYHO�RI�RYHUDOO�ULVN�LQ�WKH�LQYHVWPHQW�SRUWIROLR��DOVR�VHH�WKH� 
,QYHVWPHQW�7UDGLQJ�VHFWLRQ��� 
� 
� 
6WULSSHG�PRUWJDJH�EDFNHG�VHFXULWLHV��60%6��RU�63/,76��PRUH�FRPPRQO\�UHIHUUHG�WR�DV� 
LQWHUHVW�RQO\�VHFXULWLHV��,2V��DQG�SULQFLSDO�RQO\�VHFXULWLHV��32V���UHVHPEOH�]HUR�FRXSRQ� 
W\SH�LQVWUXPHQWV��+RZHYHU��WKH\�SRVVHVV�WKH�DGGLWLRQDO�FKDUDFWHULVWLF�RI�XQFHUWDLQ�FDVK� 
IORZ�DQG�WKH�UHVXOWLQJ�XQFHUWDLQ�UHWXUQV��7KH�LVVXHU�VWULSV�WKH�SULQFLSDO�DQG�LQWHUHVW� 
SD\PHQWV�IURP�WKH�XQGHUO\LQJ�PRUWJDJH�EDFNHG�VHFXULWLHV�DQG�63/,76�WKHP�LQWR�VHSDUDWH� 
LQYHVWPHQWV��,QYHVWRUV�LQ�D�32�UHFHLYH�D�SUR�UDWD�SRUWLRQ�RI�WKH�SULQFLSDO�SD\PHQWV�RQ�WKH� 
XQGHUO\LQJ�PRUWJDJHV��ZKLOH�LQYHVWRUV�LQ�DQ�,2�UHFHLYH�D�SUR�UDWD�SRUWLRQ�RI�WKH�LQWHUHVW� 
SD\PHQWV�RQ�WKH�XQGHUO\LQJ�PRUWJDJHV�� 
� 
���������F��SURKLELWV�WKH�SXUFKDVH�RI�VWULSSHG�PRUWJDJH�EDFNHG�VHFXULWLHV��60%6��� 
UHVLGXDO�LQWHUHVWV�LQ�FROODWHUDOL]HG�PRUWJDJH�REOLJDWLRQV��&02V��DQG�UHDO�HVWDWH�PRUWJDJH� 
LQYHVWPHQW�FRQGXLWV��5(0,&V���DQG�PRUWJDJH�VHUYLFLQJ�ULJKWV��3XUFKDVH�RI�60%6�VROHO\� 
IRU�UHGXFLQJ�,55�LV�QR�ORQJHU�SHUPLWWHG�IRU�QHZ�SXUFKDVHV���� 
� 
1&8$�JUDQGIDWKHUHG�LQYHVWPHQWV�LQ�60%6�DFTXLUHG�EHIRUH�-DQXDU\����������XQOHVV�WKH\� 
SRVHG�D�VDIHW\�DQG�VRXQGQHVV�FRQFHUQ��VHH�§��������IRU�IXUWKHU�JXLGDQFH���&UHGLW�XQLRQV� 
KROGLQJ�JUDQGIDWKHUHG��VWULSSHG�PRUWJDJH�EDFNHG�VHFXULWLHV�WR�UHGXFH�,55�LQ�DFFRUGDQFH� 
ZLWK�1&8$¶V�5XOHV�DQG�5HJXODWLRQV�PXVW�UHSRUW�WKH�VHFXULW\�DV�D�WUDGLQJ�DVVHW�DW�IDLU� 

������������������������������������������������������ 
��%HIRUH�-DQXDU\���������EXW�DIWHU�'HFHPEHU����������1&8$¶V�5XOHV�DQG�5HJXODWLRQV�SHUPLWWHG�FUHGLW� 
XQLRQV�WR�SXUFKDVH�60%6�VROHO\�IRU�UHGXFLQJ�,55�� 
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YDOXH�WKURXJK�LQFRPH�RU�DV�DQ�DYDLODEOH�IRU�VDOH�DVVHW�DW�IDLU�YDOXH�WKURXJK�HTXLW\�XQWLO�LWV� 
GLVSRVLWLRQ�� 
� 
&UHGLW�XQLRQV�WKDW�SXUFKDVHG�60%6�EHIRUH�'HFHPEHU����������VKRXOG�� 
� 
x 

x 

&DUU\�WKHP�DW�DPRUWL]HG�FRVW�LI�WKH�FUHGLW�XQLRQ�KDV�ERWK�WKH�LQWHQW�DQG�WKH�DELOLW\�WR� 
KROG�WKH�60%6�WR�PDWXULW\��$PRUWL]HG�FRVW�LV�RULJLQDO�FRVW��SUHVHQW�YDOXH�RI�IXWXUH� 
FDVK�IORZV��V\VWHPDWLFDOO\�DGMXVWHG�WR�WKH�DPRXQW�WKDW�WKH�FUHGLW�XQLRQ�H[SHFWV�WR� 
UHDOL]H�WKURXJK�WKH�PDWXULW\�GDWH�� 
8VH�WKH�LQWHUHVW�PHWKRG�RI�DPRUWL]DWLRQ�RU�DFFUHWLRQ�WR�UHFRUG�LQWHUHVW�LQFRPH�RYHU� 
WKH�OLIH�RI�WKH�LQYHVWPHQW�XQOHVV�WKH�VWUDLJKW�OLQH�PHWKRG�UHVXOWV�LQ�D�PDWHULDOO\� 
HTXLYDOHQW�DPRXQW�� 

x 5HWDLQ�D�FRS\�RI�WKH�SURVSHFWXV��DQG� 
x 3URYLGH�UHSRUWV�DQG�DQDO\VLV�GRFXPHQWLQJ�WKH�UHGXFWLRQ�LQ�ULVN�DW�WKH�WLPH�RI� 

SXUFKDVH��VLQFH�FUHGLW�XQLRQV�PD\�RQO\�KROG�60%6�WR�UHGXFH�,55��DQG�SHULRGLFDOO\� 
WKHUHDIWHU�� 

� 
$V�ZLWK�DOO�PRUWJDJH�EDFNHG�VHFXULWLHV��FUHGLW�XQLRQV�PD\�QHHG�WR�SHULRGLFDOO\�DGMXVW�WKH� 
FDUU\LQJ�YDOXH�RI�WKH�60%6�WKURXJK�FXUUHQW�SHULRG�LQFRPH�WR�UHIOHFW�VLJQLILFDQW�FKDQJHV� 
LQ�WKH�SUHSD\PHQW�UDWHV�RI�WKH�XQGHUO\LQJ�SRRO�RI�PRUWJDJHV��(IIHFWLYH�\LHOG�FDOFXODWLRQV� 
UHIOHFW�D�VHFXULW\¶V�SXUFKDVH�SULFH�UHODWLYH�WR�H[SHFWHG�IXWXUH�SHULRGLF�FDVK�IORZV�� 
DQWLFLSDWLQJ�HVWLPDWHG�PRUWJDJH�SD\�GRZQ�VSHHGV�RYHU�WKH�OLIH�RI�WKH�VHFXULW\��� 
� 
$V�WKH�XQGHUO\LQJ�PRUWJDJHV�SD\�GRZQ�VLJQLILFDQWO\�IDVWHU�RU�VORZHU�WKDQ�RULJLQDOO\� 
DQWLFLSDWHG��WKH�FDUU\LQJ�YDOXH�RI�WKH�60%6�PD\�UHTXLUH�DGMXVWLQJ��7KLV�DGMXVWPHQW� 
LQYROYHV�UHFDOFXODWLQJ�WKH�HIIHFWLYH�\LHOG�XVHG�LQ�WKH�DPRUWL]DWLRQ�WR�UHIOHFW�DQ�HIIHFWLYH� 
\LHOG�EDVHG�RQ�DFWXDO�SD\PHQWV�WR�GDWH�DQG�DQWLFLSDWHG�IXWXUH�SD\PHQWV��$V�D�UHVXOW�RI�WKH� 
DGMXVWPHQW��WKH�QHW�LQYHVWPHQW�LQ�WKH�ORDQV�UHIOHFWV�WKH�DPRXQW�WKDW�ZRXOG�KDYH�H[LVWHG� 
KDG�DSSOLFDWLRQ�RI�WKH�³UHYLVHG´�HIIHFWLYH�\LHOG�RFFXUUHG�VLQFH�WKH�DFTXLVLWLRQ�RI�WKH�ORDQV�� 
7KH�DGMXVWPHQW�WR�WKH�QHZ�EDODQFH�LQYROYHV�GHELWLQJ�RU�FUHGLWLQJ�WKH�LQYHVWPHQW�LQ�ORDQV� 
ZLWK�D�FRUUHVSRQGLQJ�FKDUJH�RU�FUHGLW�WR�LQWHUHVW�LQFRPH�� 
� 
:KHQ�UHYLHZLQJ�60%6��H[DPLQHUV�VKRXOG�GR�WKH�IROORZLQJ�� 
� 
x 'HWHUPLQH�WKDW�WKH�RIILFLDOV�XQGHUVWDQG�WKH�ULVN�DVVRFLDWHG�ZLWK�60%6��HVSHFLDOO\� 

,2V��DV�RXWOLQHG�LQ�WKH�SURVSHFWXV�� 
x 5HYLHZ�IRU�UHDVRQDEOHQHVV�WKH�DFFRXQWLQJ�WUHDWPHQW�DQG�LWV�EDVLV��� 
� 

������ 
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� 
� 

Collateralized Mortgage Obligation 
� 

6LQJOH�)DPLO\�0RUWJDJHV� � � 
� 

0RUWJDJHV� 

� 

� 
��� 

&$6+� 

+RPH�0RUWJDJH�/HQGHU� � 
� 

6DOH�RI� 
0RUWJDJHV� 

� 

� 
�� 

&$6+� 

7KH�7UXVWHH��H�J���)+/0&��)10$�� 
5HWXUQ�RI� 
,QWHUHVW�RQ� 
0RUWJDJHV� 

� 

� 5HWXUQ�RI�3ULQFLSDO�RQ� 
0RUWJDJHV� 

� 
)LUVW�3ULRULW\� 

� 
,QYHVWRUV� 
&$6+�IRU� 
&02�6HFXULW\� 

,QWHUHVW��� 
)ORZV�WR�$OO� 
&ODVVHV�(QWLWOHG� 
WR�3D\PHQWV� 
([FHSW�IRU�WKH�=� 
%RQG� 

� 

� 
� 

&ODVV��� 
$YJ��/LIH�����<HDUV��� 
������������ 

� 
6HFRQG� 
3ULRULW\�� 
������������ 
&ODVV��� 
$YJ��/LIH�����<HDUV��� 
������������ 

� 
7KLUG� 
3ULRULW\�� 
������������ 
&ODVV��� 
$YJ��/LIH�������<HDUV��� 
������������ 

� 
)RXUWK� 
3ULRULW\�� 
������������ 
&ODVV����=�%RQG� 
$YJ��/LIH�������<HDUV��� 

� 
$YHUDJH�OLIH�ZLOO�YDU\�EDVHG� 
RQ�WKH�UHSD\PHQW�VSHHG�RI� 
WKH�PRUWJDJH�SRRO�� 
� 
3ULQFLSDO�SDLG�RQO\�DIWHU� 
WKH�KLJKHU�SULRULWLHV�DUH� 
UHWLUHG��

 Illustration 12-B 
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� 
� 
&ROODWHUDOL]HG�PRUWJDJH�REOLJDWLRQV��&02V��DUH�PXOWL�FODVV�SDVV�WKURXJK�ERQGV��HLWKHU� 
JHQHUDO�REOLJDWLRQV�RI�WKH�LVVXHU�EDFNHG�E\�PRUWJDJH�FROODWHUDO�RU�OLPLWHG�REOLJDWLRQV� 
ZKHUH�WKH�ERQGKROGHUV�UHO\�RQ�WKH�SOHGJHG�FROODWHUDO�IRU�SD\PHQW��(DFK�ERQG�FODVV��RU� 
WUDQFKH��KDV�D�VWDWHG�PDWXULW\�GDWH�DQG�D�IL[HG�FRXSRQ�RU�YDULDEOH�UDWH��7KH�FDVK�IORZV� 
JHQHUDWHG�E\�WKH�FROODWHUDO�UHODWH�WR�WKH�FDVK�IORZV�RI�WKH�ERQGV��$IWHU�PDNLQJ�LQWHUHVW� 
SD\PHQWV��DOO�DYDLODEOH�FDVK�JRHV�WR�UHSD\�SULQFLSDO�RQ�WKH��IDVWHVW��SD\�WUDQFKHV�� 
3ULQFLSDO�SD\PHQWV�JR�WR�RQH�RU�PRUH�FODVVHV�DW�D�WLPH��EDVHG�RQ�DQ�RUGHU�RI�SULRULW\� 
GHWHUPLQHG�DW�WKH�ERQG�LVVXH�GDWH��,OOXVWUDWLRQ����%�VKRZV�D�&02�ZKHUH�SULQFLSDO� 
SD\PHQWV�JR�WR�RQH�FODVV�DW�D�WLPH�� 
� 
,Q�D�VLPSOH�VHTXHQWLDO�SD\�VWUXFWXUH��IROORZLQJ�UHWLUHPHQW�RI�WKH�ILUVW�FODVV��WKH�QH[W� 
WUDQFKH�LQ�WKH�VHTXHQFH�EHFRPHV�WKH�H[FOXVLYH�UHFLSLHQW�RI�SULQFLSDO�SD\PHQWV�XQWLO�LWV� 
UHWLUHPHQW��,Q�PRUH�FRPSOH[�VWUXFWXUHV��WKH�ILUVW�FODVV�PD\�EH�VRPH�IRUP�RI��VXSSRUW� 
WUDQFKH���FUHDWHG�WR�SURWHFW�WKH�SODQQHG�DPRUWL]DWLRQ�FODVVHV��3$&V��DQG�WDUJHW� 
DPRUWL]DWLRQ�FODVVHV��7$&V��RI�WKH�WRWDO�RIIHULQJ��7KH�VXSSRUW�WUDQFKH�ZLOO�DEVRUE�DQ\� 
XQDQWLFLSDWHG�FDVK�IORZV�ZLWK�D�SD\GRZQ�LQ�SULQFLSDO��DQG�ZLOO�H[WHQG�WKHLU�PDWXULWLHV� 
ZKHQ�SUHSD\PHQW�VSHHGV�GLPLQLVK�� 
� 
7KH�SRWHQWLDO�IRU�LQFUHDVHG�FHUWDLQW\�RI�FDVK�IORZ�SDWWHUQV��IDVWHU�UHWXUQ�RI�SULQFLSDO�RYHU� 
WKH�PRUWJDJH�SDVV�WKURXJK�W\SH�VHFXULWLHV��DQG�DWWUDFWLYH�\LHOGV�KDYH�PDGH�&02V�SRSXODU� 
LQYHVWPHQWV��,I�WKHLU�VWUXFWXUH�VXIILFLHQWO\�SURWHFWV�WKHP�IURP�SUHSD\PHQW�DQG�H[WHQVLRQ�� 
ULVN��&02V�FDQ�DSSURSULDWHO\�HQKDQFH�\LHOG�IRU�D�FUHGLW�XQLRQ�WKDW�WKRURXJKO\� 
XQGHUVWDQGV�WKH�SURGXFW��+RZHYHU��D�FUHGLW�XQLRQ�PXVW�FORVHO\�DQDO\]H�D�&02V¶� 
FKDUDFWHULVWLFV�EHIRUH�LQYHVWLQJ�� 
� 
§�������(��DQG�§��������RI�WKH�FCU Act�DXWKRUL]H�FUHGLW�XQLRQV�WR�LQYHVW�LQ� 
FROODWHUDOL]HG�PRUWJDJH�REOLJDWLRQV��&02V��LVVXHG�E\�)+/0&��)10$��DQG�*10$��DQG� 
SHUPLVVLEOH�SULYDWH�LVVXHUV��&02V�LVVXHG�E\�)+/0&�RU�)10$�FDUU\�OLWWOH�RU�QR�FUHGLW� 
ULVN��*URXSV�WKDW�RIIHU�SULYDWHO\�LVVXHG�&02V�LQFOXGH�VHFXULWLHV�ILUPV��VDYLQJV�DQG�ORDQV�� 
PRUWJDJH�EDQNHUV��KRPH�EXLOGHUV��DQG�OLIH�LQVXUDQFH�FRPSDQLHV��0RVW�SULYDWHO\�LVVXHG� 
&02V�DUH�KLJKO\�UDWHG��KRZHYHU��D�FUHGLW�XQLRQ�WKDW�DQWLFLSDWHV�EX\LQJ�D�SULYDWHO\�LVVXHG� 
&02�VKRXOG�HQVXUH�WKDW�WKH�&02¶V�UDWLQJ�IDOOV�ZLWKLQ�RQH�RI�WKH�WZR�KLJKHVW�FDWHJRULHV� 
E\�DW�OHDVW�RQH�QDWLRQDOO\�UHFRJQL]HG�VWDWLVWLFDO�UDWLQJ�RUJDQL]DWLRQ�� 
� 
&02V�FDQ�FRQWDLQ�VLJQLILFDQW�OLTXLGLW\�DQG�,55�LQFOXGLQJ�WKH�IROORZLQJ�� 
� 
x 8QDQWLFLSDWHG�SULQFLSDO�SUHSD\PHQWV�RQ�WKH�FROODWHUDO�FRXOG�UHVXOW�LQ�WKH�LVVXHU� 

UHWLULQJ�WKH�ERQGV�VXEVWDQWLDOO\�HDUOLHU�WKDQ�WKHLU�ILQDO�PDWXULW\�GDWH��� 

������ 
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x ,Q�D�GHFOLQLQJ�LQWHUHVW�UDWH�HQYLURQPHQW��FUHGLW�XQLRQV�WKDW�UHLQYHVW�H[FHVV�GROODUV�DW� 
ORZHU�UDWHV�XVXDOO\�H[SHULHQFH�UHGXFHG�\LHOGV��� 

x ,I�WKH�FUHGLW�XQLRQ�SXUFKDVHG�WKH�LQVWUXPHQW�DW�D�SUHPLXP��WKH�HIIHFWLYH�UDWH�RI�UHWXUQ� 
GHFUHDVHV�DV�SUHSD\PHQWV�LQFUHDVH�LQ�D�GHFOLQLQJ�UDWH�HQYLURQPHQW��DQG� 

x $V�LQWHUHVW�UDWHV�PRYH�XSZDUG��FDVK�IORZ�FRXOG�GHFUHDVH�VLJQLILFDQWO\�DQG�UHGXFH�WKH� 
DPRXQW�RI�IXQGV�DYDLODEOH�WR�UHSULFH�DW�WKH�KLJKHU�UDWHV�� 

� 
&RPSOH[�&02�LQYHVWPHQW�LQVWUXPHQWV�UHTXLUH�WKDW�FUHGLW�XQLRQ�LQYHVWRUV�XQGHUVWDQG�WKH� 
SRWHQWLDO�FDVK�IORZV�DQG�UHODWHG�\LHOGV��)RU�H[DPSOH��D�&02�LVVXH�PD\�LQFOXGH�QXPHURXV� 
WUDQFKHV�UDQJLQJ�IURP�3$&V��,��,,��DQG�,,,��WR�7$&V�WR�YHU\�DFFXUDWHO\�GHILQHG�PDWXULWLHV� 
�9$'0V��WR�=�%RQGV�WR�FRPSDQLRQ�RU�RWKHU�VXSSRUW�FODVVHV��)XUWKHUPRUH��WKH�DYHUDJH� 
OLIH�DQG�ILQDO�PDWXULW\�RI�D�&02�GHSHQGV�XSRQ�WKH�SD\PHQW�SULRULW\�RI�WKH�&02�ZLWKLQ� 
WKH�LVVXH¶V�GHDO�VWUXFWXUH��DQG�RIWHQ�FUHDWHV�LQWHUGHSHQGHQFLHV�ZLWK�RWKHU�FODVVHV�ZLWKLQ� 
WKH�VDPH�&02�LVVXH��([DPSOHV�RI�W\SLFDO�FODVVHV�ZLWKLQ�D�&02�LVVXH�DQG�UHODWHG�ULVNV� 
LQFOXGH�� 
� 
x Planned amortization class (PAC.)�*HQHUDOO\��WKH�3$&�FODVV�RI�D�W\SLFDO�&02� 

FRQWDLQV�OHVV�ULVN�DQG�KDV�D�ZHOO�GHILQHG�WUDQFKH�WKDW�UHFHLYHV�SULRULW\�RYHU�RWKHU� 
FODVVHV�ZLWKLQ�WKH�LVVXH��:KLOH�3$&�&02V�H[KLELW�OHVV�XQFHUWDLQW\�LQ�FDVK�IORZ� 
SDWWHUQ��WKH�FHUWDLQW\�RI�LWV�FDVK�IORZ�GHSHQGV�RQ�D��UDQJH���RU�³EDQG´�RU�³FROODU´��RI� 
SUHSD\PHQW�VSHHGV��+RZHYHU��FDVK�IORZ�SDWWHUQV�FRXOG�VLJQLILFDQWO\�FKDQJH�LI�WKH� 
VSHHG�RI�WKH�LVVXH�PRYHV�RXWVLGH�WKH�3$&�UDQJH��� 
� 
$�&02�LVVXH�PD\�LQFOXGH�RQH�RU�PRUH�3$&V��RIWHQ�UHIHUUHG�WR�DV�3$&�,��3$&�,,��RU� 
HYHQ�3$&�,,,��7KH�ILUVW�3$&�PD\�KDYH�D�ZLGHU�3$&�EDQG�RU�OHYHO�RI�SURWHFWLRQ�WKDQ� 
RWKHU�3$&V�ZLWKLQ�WKH�&02�LVVXH��WKXV�FRYHULQJ�D�ZLGHU�UDQJH�RI�SUHSD\PHQW�VSHHGV�� 

� 
x	 Very accurately defined maturity (VADM.)�7KH�9$'0�FODVV�PD\�FRQWDLQ�WKH�OHDVW� 

ULVN�RI�WKH�YDULRXV�FODVVHV��9$'0V�WHQG�WR�KDYH�UHODWLYHO\�VKRUW�VWDWHG�ILQDO� 
PDWXULWLHV��DQG�W\SLFDOO\�KDYH�3$&�EDQGV�FRYHULQJ�XSZDUGV�IURP�����SHUFHQW� 
SUHSD\PHQW�VSHHG�DVVXPSWLRQV��36$���7KH�KLJKHU�WKH�36$��WKH�VKRUWHU�WKH�WLPH�LQ� 
ZKLFK�WKH�FUHGLW�XQLRQ�DQWLFLSDWHV�WKH�UHWXUQ�RI�LWV�SULQFLSDO�GROODUV��)RU�H[DPSOH��D� 
����36$�PHDQV�QR�DQWLFLSDWHG�SUHSD\PHQWV�ZLWKLQ�WKH�PRUWJDJH�SRRO��DQ�XQOLNHO\� 
HYHQW���$�36$�RI�����PHDQV�D�UHSD\PHQW�UDWH�RI���SHUFHQW�SHU�\HDU��$�36$�RI����� 
PHDQV�D�UHSD\PHQW�UDWH�RI����SHUFHQW�SHU�\HDU��� 
� 
:KHQ�LQWHUHVW�UDWHV�ULVH��PHPEHUV�JHQHUDOO\�UHSD\�WKHLU�PRUWJDJHV�DW�D�VORZHU�UDWH� 
FDXVLQJ�36$�UDWHV�WR�IDOO��7KH�UHYHUVH�LV�WUXH�LQ�D�GHFOLQLQJ�LQWHUHVW�UDWH�HQYLURQPHQW�� 
)URP�D�FDVK�IORZ�VWDQGSRLQW��WKH�9$'0�PD\�KDYH�D�UHODWLYHO\�VKRUW�UHSD\PHQW� 
ZLQGRZ��7KXV��WKH�ZLGH��EDQG��FRYHUDJH�RI�D�9$'0��FRPELQHG�ZLWK�WKH�VKRUW�DQG� 

������ 
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REMIC 

IRPS 98-02 

UHODWLYHO\�VWDEOH�VWDWHG�PDWXULWLHV��PDNHV�WKLV�FODVV�D�ORZ�ULVN�FDWHJRU\�LQ�FRQWUDVW�WR� 
RWKHUV� 

� 
x Targeted amortization class (TAC.) 7KH�PDUNHW�W\SLFDOO\�UHIHUV�WR�7$&V�DV��KDOI� 

3$&V���7KH\�DUH�VOLJKWO\�PRUH�YRODWLOH�WKDQ�3$&V�RU�9$'0V��EXW�PRUH�VWDEOH�WKDQ�D� 
=�%RQG�RU�RWKHU�VXSSRUW�FODVVHV��7$&V�RIIHU�VRPH�SURWHFWLRQ�DJDLQVW�SUHSD\PHQW�ULVN� 
�IDOOLQJ�LQWHUHVW�UDWH�HQYLURQPHQW���EXW�QRW�DJDLQVW�H[WHQVLRQ�ULVN��ULVLQJ�LQWHUHVW�UDWH� 
PDUNHW��� 

� 
x Companion or support class.�7KH�FRPSDQLRQ�RU�VXSSRUW�FODVVHV��RQH�RI�WKH�PRUH� 

YRODWLOH�FODVVHV�ZLWKLQ�D�&02�LVVXH��UHFHLYH�SULQFLSDO�SD\PHQWV�RQO\�LI�RWKHU��KLJKHU� 
SULRULW\�FODVVHV��H�J���3$&V��7$&��HWF���KDYH�UHFHLYHG�WKHLU�VFKHGXOHG�SD\PHQWV��7KLV� 
PD\�UHTXLUH�WKH�LVVXHU WR�UHGLUHFW�FDVK�IORZV�ZLWKLQ�WKH�SRRO�WR�RWKHU�KLJKHU�SULRULWLHV�� 
$V�D�UHVXOW��WKH�SUHGLFWDELOLW\�RI�FDVK�IORZ�SDWWHUQV�RIWHQ�UHPDLQV�KLJKO\�XQFHUWDLQ��$� 
FUHGLW�XQLRQ�LQYHVWLQJ�LQ�FRPSDQLRQ�RU�VXSSRUW�FODVVHV�PXVW�IXOO\�XQGHUVWDQG�WKH� 
FRPSOH[LW\�RI�WKH�&02�LVVXH��WKH�LQWHUUHODWLRQVKLSV�ZLWKLQ�WKH�&02��DQG�WKHLU�OLNHO\� 
HIIHFW�RQ�IXWXUH�FDVK�IORZ�SURMHFWLRQV�� 

� 
x Z-Bonds.�$Q�DFFUXDO�ERQG�RU�=�ERQG�WUDQFKH�GRHV�QRW�UHFHLYH�DQ\�FDVK�SD\PHQWV�RI� 

SULQFLSDO�RU�LQWHUHVW�EHIRUH�UHWLUHPHQW�RI�DOO�WUDQFKHV�SUHFHGLQJ�LW��0DQ\�&02�LVVXHV� 
LQFOXGH�RQH�RU�PRUH�DFFUXDO�ERQG�WUDQFKHV��,Q�HIIHFW��DQ�DFFUXDO�ERQG�LV�D�GHIHUUHG� 
LQWHUHVW�REOLJDWLRQ�ZLWK�D�YDU\LQJ�SD\PHQW�GDWH��UHVHPEOLQJ�D�]HUR�FRXSRQ�ERQG� 
EHIRUH�WKH�UHWLUHPHQW�RI�WKH�SUHFHGLQJ�WUDQFKHV��:LWK�LWV�ORQJ�DYHUDJH�OLIH��WKH�=�%RQG� 
RIWHQ�KDV�KLJK�SULFH�VHQVLWLYLW\�WR�FKDQJHV�LQ�LQWHUHVW�UDWHV��7KH�=�%RQG�WUDQFKH� 
UHFHLYHV�UHSD\PHQWV�ODVW��ZKLFK�PDNHV�LW�RQH�RI�WKH�ULVNLHVW�RI�WKH�YDULRXV�FODVVHV�� 

� 
� 
*HQHUDOO\��D�UHDO�HVWDWH�PRUWJDJH�LQYHVWPHQW�FRQGXLW��5(0,&��LV�WKH�WD[�SUHIHUUHG� 
PHWKRG�RI�LVVXLQJ�&02V��7R�TXDOLI\�DV�D�5(0,&��WKH�LQWHUHVWV�LQ�WKH�5(0,&�IDOO�ZLWKLQ� 
RQH�RU�PRUH�FODVVHV�RI��UHJXODU��LQWHUHVWV�DQG�D�VLQJOH�FODVV�RI��UHVLGXDO��LQWHUHVW��5HJXODU� 
LQWHUHVWV�DUH�WKH�FODVVHV�RI�D�&02�LVVXH��7KH�UHVLGXDO�LQWHUHVW�FRQVLVWV�RI�WKH�H[FHVV� 
LQWHUHVW�DQG�UHLQYHVWPHQW�HDUQLQJV�WKDW�H[LVW�DV�D�UHVXOW�RI�WKH�GLIIHUHQWLDO�EHWZHHQ�WKH� 
LQFRPH�IORZ�IURP�WKH�XQGHUO\LQJ�PRUWJDJHV�DQG�WKH�LQFRPH�RXWIORZ�WR�WKH�UHJXODU� 
LQWHUHVW�KROGHUV�� 
� 
� 
([DPLQHUV�VKRXOG�HQVXUH�WKDW�FUHGLW�XQLRQ�RIILFLDOV�XQGHUVWDQG�WKH�VRXQG�SULQFLSOHV�DQG� 
SUDFWLFHV�SURYLGHG�E\�,536��������ZKLFK�UHFRPPHQGV�WKDW�FUHGLW�XQLRQV�KDYLQJ�PDWHULDO� 
SRVLWLRQV�LQ�FRPSOH[�VHFXULWLHV�VXFK�DV�&02V�SHUIRUP�UHDVRQDEOH�DQDO\VLV�ERWK�DW�WLPH�RI� 
SXUFKDVH�DQG�SHULRGLFDOO\�WKHUHDIWHU��$IWHU�2FWREHU����������FUHGLW�XQLRQV�QHHG�QRW�REWDLQ� 

������ 
� 



INVESTMENT ANALYSIS
 

WKH�)),(&�KLJK�ULVN�VHFXULWLHV�WHVW��+567��IRU�&02V�DQG�UHDO�HVWDWH�PRUWJDJH� 
LQYHVWPHQW�FRQGXLWV��5(0,&V��LQ�QDWXUDO�SHUVRQ�FUHGLW�XQLRQV�� 
� 
,536�������UHFRPPHQGV�DQDO\VHV�VLPLODU�WR�WKDW�ZKLFK�XQGHUOLHV�WKH�+567�IRU�FUHGLW� 
XQLRQV�KDYLQJ�PDWHULDO�SRVLWLRQV�LQ�FRPSOH[�VHFXULWLHV��7KH�IROORZLQJ�WKUHH�WHVWV�VHUYH�DV� 
D�EHQFKPDUN�IRU�D�IHGHUDO�FUHGLW�XQLRQ¶V�DQDO\VLV�� 
� 
x 7KH�DYHUDJH�OLIH�VHQVLWLYLW\�WHVW���WHVWV�WKH�DYHUDJH�OLIH�RI�WKH�VHFXULW\��DVVXPLQJ�DQ� 

LPPHGLDWH�VKLIW�LQ�WKH�\LHOG�FXUYH�RI�SOXV�����EDVLV�SRLQWV��DQG�D�GHFOLQH�RQ�WKH� 
GRZQVLGH�������EDVLV�SRLQWV��� 

� 
x 7KH�DYHUDJH�OLIH�WHVW���UHYLHZV�WKH�&02
 V�H[SHFWHG�DYHUDJH�OLIH�IRU�EDVH�FDVH� 

H[SRVXUH��DQG� 
� 
x 7KH�SULFH�VHQVLWLYLW\�WHVW���WHVWV�WKH�HVWLPDWHG�FKDQJH�LQ�WKH�&02
 V�SULFH�GXH�WR�DQ� 

LPPHGLDWH�DQG�VXVWDLQHG�SDUDOOHO�VKLIW�LQ�WKH�\LHOG�FXUYH�RI�SOXV�RU�PLQXV�����EDVLV� 
SRLQWV�� 

� 
$VVXPSWLRQV�IRU�WKH�DQDO\VLV�LQFOXGH�PDUNHW�LQWHUHVW�UDWHV�DQG�SUHSD\PHQW�VSHHGV�DW�WKH� 
WLPH�RI�YDOXDWLRQ��WKXV�HQDEOLQJ�WKH�FUHGLW�XQLRQ�WR�FRPSO\�ZLWK�WKH�,536������� 
UHTXLUHPHQW�WKDW�LW�NQRZV�WKH�YDOXH�DQG�SULFH�VHQVLWLYLW\�RI�LWV�LQYHVWPHQWV��7KH�FUHGLW� 
XQLRQ�PXVW�PDLQWDLQ��DQG�KDYH�DYDLODEOH�IRU�H[DPLQHU�UHYLHZ��GRFXPHQWDWLRQ�VXSSRUWLQJ� 
WKH�DQDO\VLV������������ 
� 
$W�D�PLQLPXP��WKH�FUHGLW�XQLRQ�VKRXOG�REWDLQ�D�SURVSHFWXV��ZKHQ�DYDLODEOH��DQG�FORVHO\� 
DQDO\]H�WKH�FKDUDFWHULVWLFV�RI�WKH�&02�LVVXH�XVLQJ�VWDQGDUG�LQGXVWU\�FDOFXODWRUV��H�J��� 
%ORRPEHUJ��HWF���EHIRUH�SXUFKDVLQJ�WKH�VHFXULW\��3URMHFWLQJ�IXWXUH�FDVK�IORZV�RI�&02V� 
XQGHU�YDULRXV�LQWHUHVW�UDWH�FRQGLWLRQV�LV�D�FRPSOH[�WDVN��WKHUHIRUH��1&8$�UHFRPPHQGV� 
XVLQJ�DQ�DFFHSWDEOH�VWDQGDUG�SUHSD\PHQW�PRGHO�WR�DQDO\]H�,55�XQGHU�YDULRXV�SUHSD\PHQW� 
DVVXPSWLRQV��1&8$�/HWWHU�1R������HQFRXUDJHV�FUHGLW�XQLRQV�WR�REWDLQ�SUHSD\PHQW� 
IRUHFDVWV�IURP�DW�OHDVW�WKUHH�GLIIHUHQW�GHDOHUV�EHIRUH�SXUFKDVH�� 
� 
$Q�XQUHDVRQDEOH�36$�FDQ�SURGXFH�LQDFFXUDWH�WHVW�UHVXOWV��$�EURNHU�FRXOG�PDQLSXODWH�WKH� 
SUHSD\PHQW�DVVXPSWLRQV�WR�PDNH�D�&02�DSSHDU�OHVV�ULVN\��VHH�H[DPSOH�LQ�WKH� 
DGGHQGXP���7KXV��WKH�H[DPLQHU�VKRXOG�UHYLHZ�WKH��VRXUFH��RI�WKH�SUHSD\PHQW� 
DVVXPSWLRQV�IRU�FRQVLVWHQF\��7KH�LQGXVWU\�XVHV�D�ZLGH�YDULHW\�RI��VRXUFHV��IRU� 
SUHSD\PHQW�DVVXPSWLRQV�LQFOXGLQJ�$QGUHZ�'DYLGVRQ��&02�3DVVSRUW��)LUVW�%RVWRQ��8%6�� 
'/-��3DLQH�:HEHU��-3�0RUJDQ��%HDU�6WHDUQV��DQG�0HGLDQ��ZKLFK�LV�DQ�DYHUDJH�RI�WKH� 
GHDOHU�HVWLPDWHV�� 
� 

������ 
� 
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7KH�Investment Guidance Paper�IRU�0DUFK�������6HFWLRQ�'��([KLELWV���WR�����LQFOXGHV�DQ� 
H[DPSOH�DQG�GHVFULSWLRQ�RI�WKH�+567�DQG�RWKHU�LPSRUWDQW�%ORRPEHUJ�VFUHHQV�� 
%ORRPEHUJ�FRQWLQXHV�WR�VXSSRUW�WKLV�VFUHHQ�DV�LW�SURYLGHV�GHWDLOHG�DQDO\WLFV�IRU� 
&02�5(0,&�VHFXULWLHV��7KH��$VVXPSWLRQ�DQG�6RXUFH��DUHD�IRU�WKH�WHVW�VSHFLILHV�WKH� 
36$�XVHG�LQ�WKH�DQDO\VLV�� 
� 
([DPLQHUV�VKRXOG�ZDWFK�IRU�FUHGLW�XQLRQV�WKDW�UHO\�RQ�D��&86720��SUHSD\PHQW�PRGHO� 
VRXUFH��D�FXVWRPL]HG�VHW�RI�SUHSD\PHQW�DVVXPSWLRQV��8QOHVV�PDQDJHPHQW�FDQ�IXOO\� 
VXSSRUW�WKH�DVVXPSWLRQV�XVHG�LQ�D��&86720��SUHSD\PHQW�PRGHO��H[DPLQHUV�VKRXOG� 
UHTXHVW�DGGLWLRQDO�WHVWV�XVLQJ�LQGXVWU\�VWDQGDUGV��([DPLQHUV�PD\�UHDGLO\�DFFHSW�VRPH� 
�&86720��SUHSD\PHQW�PRGHOV��)RU�H[DPSOH��D�EURNHUDJH�ILUP�PD\�RIIHU�D��&86720�� 
SUHSD\PHQW�VSHHG�GHULYHG�IURP�WKH�PHGLDQ��DYHUDJH��RU�PRVW�FRQVHUYDWLYH�HVWLPDWH�IURP� 
DOO�RI�WKH�PRGHOV�DYDLODEOH��%ORRPEHUJ��HWF��� 
� 
6WUHVV�DQDO\VLV�RXWFRPHV��EDVHG�RQ�LQFRQVLVWHQW�SUHSD\PHQW�DVVXPSWLRQV��FDQ�YDU\�IURP� 
PRGHO�WR�PRGHO��&UHGLW�XQLRQV�FDQ�FRPSO\�ZLWK�WKH�,536�E\�DQDO\]LQJ�PDWHULDO�SRVLWLRQV� 
LQ�D�&02�RU�5(0,&�XVLQJ�D�VLQJOH�PRGHO��KRZHYHU��D�FRQVHUYDWLYH�DSSURDFK�ZRXOG�UHO\� 
RQ�DW�OHDVW�WKUHH�GLIIHUHQW�PRGHOV��7KH�FUHGLW�XQLRQ�VKRXOG�HQVXUH�WKDW�WKH�DQDO\VLV�RI� 
VHFXULWLHV�LV�UHDVRQDEO\�ZLWKLQ�LWV�OLPLWV�� 
� 
2FFDVLRQDOO\�D�&02�RU�5(0,&�FRXOG�DFFHSWDEO\�ZLWKVWDQG�D�����EDVLV�SRLQW�FKDQJH��EXW� 
SUHVHQW�KLJKHU�ULVN�DW�VRPH�OHVVHU�VKLIW�LQ�WKH�\LHOG�FXUYH��7KH�FUHGLW�XQLRQ�VKRXOG� 
XQGHUVWDQG�WKH�ULVN�IRU�DOO�\LHOG�FXUYH�VKLIWV��XS�WR�DQG�LQFOXGLQJ�D�����EDVLV�SRLQW�VKLIW�� 
$FFHSWDEOH�WHVWLQJ�DW����������DQG�����EDVLV�SRLQW�VKLIWV�VKRXOG�VXIILFLHQWO\�DGGUHVV�WKHVH� 
FRQFHUQV�� 
� 
0DQDJHPHQW�VKRXOG�DOVR�FRQVLGHU�WKH�SRWHQWLDO�IRU�GHFOLQH�LQ�IDLU�YDOXHV�RI�WKH� 
LQYHVWPHQW�SRUWIROLR�RYHU�D�YDULHW\�RI�LQWHUHVW�UDWH�F\FOHV�DQG�WKH�OLNHO\�HIIHFW�RQ�QHW� 
ZRUWK��7KH��SULFH�VHQVLWLYLW\��DQDO\VLV�WRRO�SURMHFWV�WKH�SRWHQWLDO�HIIHFW�RQ�D�&02
 V�IDLU� 
YDOXH�LQ�YDULRXV�LQWHUHVW�UDWH�F\FOHV�� 
� 
2IILFLDOV�VKRXOG�GHPRQVWUDWH�WKH�&02¶V�VXLWDELOLW\�IRU�WKH�FUHGLW�XQLRQ�IURP�DQ�$/0� 
VWDQGSRLQW��:KLOH�WKH�&02�PD\�EH�OHJDO��LWV�DQWLFLSDWHG�FDVK�IORZ�SDWWHUQV�RU�SRWHQWLDO� 
PDWXULW\�LQ�UHODWLRQVKLS�WR�WKH�VKDUH�VWUXFWXUH�PD\�UHQGHU�LW�XQVXLWDEOH�IRU�WKH�FUHGLW� 
XQLRQ��)RU�H[DPSOH��D�FUHGLW�XQLRQ�LQYHVWLQJ�D�VLJQLILFDQW�SRUWLRQ�RI�LWV�DVVHWV�LQ�&02� 
WUDQFKHV�ZLWK�ORQJ�DYHUDJH�OLYHV�FRXOG�UDLVH�VDIHW\�DQG�VRXQGQHVV�FRQFHUQV�LI�LWV�VKDUH� 
EDVH�LV�VKRUW�WHUP��� 
� 

������ 
� 



 Divestiture of 
Securities 
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7KH�FUHGLW�XQLRQ�UHPDLQV�UHVSRQVLEOH�IRU�REWDLQLQJ�DQDO\VLV�LQIRUPDWLRQ��+RZHYHU��WKH� 
H[DPLQHU�PD\�QHHG�WR�REWDLQ�DQ�DQDO\VLV�WKURXJK�WKH�2IILFH�RI�6WUDWHJLF�3URJUDP�6XSSRUW� 
DQG�3ODQQLQJ�RU�WKH�UHJLRQDO�RIILFH�XQGHU�FHUWDLQ�FRQGLWLRQV�� 
� 
x 7KH�H[DPLQHU�VXVSHFWV�WKH�UHDVRQDEOHQHVV�RI�WKH�EURNHU
 V�DVVXPSWLRQV�RU�RWKHU� 

YDULDEOHV��H�J���36$���RU� 
� 
x 7KH�FUHGLW�XQLRQ�FDQQRW�JHW�DQDO\VLV�LQIRUPDWLRQ�DQG�WKH�&02�FRXOG�VXEVWDQWLDOO\� 

DIIHFW�WKH�FUHGLW�XQLRQ
 V�ILQDQFLDO�KHDOWK�� 
� 
([DPLQHUV�VKRXOG�FDOO�WKH�,QYHVWPHQW�+RWOLQH����������������RU�WKHLU�5&06�WR�GLVFXVV� 
&02�TXHVWLRQV��([DPLQHUV�PD\�VHHN�WKH�RUGHUO\�GLVSRVDO�RI�DQ\�&02�RU�5(0,&�LI�WKH� 
LQYHVWPHQW�SRVHV�D�VLJQLILFDQW�WKUHDW�WR�WKH�FRQWLQXHG�VRXQG�RSHUDWLRQ�RI�WKH�IHGHUDO�FUHGLW� 
XQLRQ�XQGHU�,536��������%HIRUH�UHTXHVWLQJ�DQ�RQVLWH�DQDO\VLV�RU�UHFRPPHQGLQJ� 
GLYHVWLWXUH��WKH�H[DPLQHU�VKRXOG�GLVFXVV�WKH�FUHGLW�XQLRQ�DQG�LWV�FLUFXPVWDQFHV�ZLWK�WKH� 
VXSHUYLVRU\�H[DPLQHU�DQG�IROORZ�UHJLRQDO�SURFHGXUHV�� 
� 
� 
5HVSRQVLELOLW\�IRU�DVVHVVLQJ�EDODQFH�VKHHW�ULVN�OLHV�ZLWK�WKH�FUHGLW�XQLRQ�RIILFLDOV��,I�WKH� 
H[DPLQHU¶V�DQDO\VLV�GHWHUPLQHV�WKH�FUHGLW�XQLRQ�KDV�D�VLJQLILFDQW�SRVLWLRQ�LQ�KLJK�ULVN� 
VHFXULWLHV��H�J���&02V��5(0,&V��RU�RWKHU�FRPSOH[�VHFXULWLHV�WKDW�KDYH�H[FHVVLYH�ULVN��RU� 
LQFRQVLVWHQF\�ZLWK�WKH�FUHGLW�XQLRQ¶V�LQYHVWPHQW��OLTXLGLW\�RU�DVVHW�OLDELOLW\�SROLFLHV��WKH� 
H[DPLQHU�PD\�UHYLHZ�PDQDJHPHQW¶V�DQDO\VLV�DQG�GHWHUPLQH�ZKHWKHU�WKH�FUHGLW�XQLRQ�FDQ� 
PDQDJH�WKH�ULVN�RI�KROGLQJ�WKH�KLJK�ULVN�&02V�RU�FRPSOH[�VHFXULWLHV�� 
� 
6RPH�RI�WKH�IDFWRUV�IRU�H[DPLQHUV�WR�FRQVLGHU�LQ�HYDOXDWLQJ�ZKHWKHU�D�FUHGLW�XQLRQ�PD\� 
VDIHO\�KROG�KLJK�ULVN�LQYHVWPHQWV�LQFOXGH�� 
� 
x $ELOLW\�RI�WKH�RIILFLDOV�WR�H[SODLQ�WKH�LQVWUXPHQW¶V�FKDUDFWHULVWLFV�DQG�ULVNV�WR�WKH� 

H[DPLQHU�� 
� 
x $ELOLW\�RI�WKH�RIILFLDOV�WR�REWDLQ�DQG�DGHTXDWHO\�HYDOXDWH�WKH�LQVWUXPHQW¶V�PDUNHW� 

SULFLQJ��FDVK�IORZV�DQG�WHVW�PRGHOLQJ�� 
� 
x $ELOLW\�RI�WKH�RIILFLDOV�WR�GHILQH��H[SODLQ�DQG�GRFXPHQW�KRZ�WKH�KLJK�ULVN�LQYHVWPHQWV� 

ILW�LQWR�WKH�FUHGLW�XQLRQ¶V�$/0�VWUDWHJ\��DQG� 
� 
x 7KH�HIIHFW�WKDW�HLWKHU�KROGLQJ�RU�VHOOLQJ�WKH�KLJK�ULVN�ERQGV�ZLOO�KDYH�RQ�HDUQLQJV�� 

OLTXLGLW\�DQG�QHW�ZRUWK�LQ�GLIIHUHQW�LQWHUHVW�UDWH�HQYLURQPHQWV�� 
� 

������ 
� 
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$IWHU�REWDLQLQJ�WKH�FRQFXUUHQFH�RI�WKH�VXSHUYLVRU\�H[DPLQHU�DQG�UHJLRQDO�RIILFH�� 
H[DPLQHUV�PD\�VHHN�GLYHVWLWXUH�LI�WKH\�EHOLHYH�FRQWLQXHG�RZQHUVKLS�RI�KLJK�ULVN� 
VHFXULWLHV�UHSUHVHQWV�DQ�XQGXH�ULVN�WR�WKH�FUHGLW�XQLRQ��7KLV�ULVN�FDQ�DULVH�IURP�WKH� 
IROORZLQJ�� 
� 
x 7KH�VL]H�RI�D�FUHGLW�XQLRQ¶V�KROGLQJV�RI�KLJK�ULVN�VHFXULWLHV�LQ�UHODWLRQ�WR�LWV�FDSLWDO� 

DQG�HDUQLQJV��� 
x 0DQDJHPHQW¶V�LQDELOLW\�WR�GHPRQVWUDWH�DQ�XQGHUVWDQGLQJ�RI�WKH�QDWXUH�RI�WKH�ULVNV� 

LQKHUHQW�LQ�WKH�VHFXULWLHV��� 
x 7KH�DEVHQFH�RI�LQWHUQDO�PRQLWRULQJ�V\VWHPV�DQG�RWKHU�LQWHUQDO�FRQWUROV�WR� 

DSSURSULDWHO\�PHDVXUH�WKH�PDUNHW�DQG�,55�RI�WKHVH�VHFXULWLHV��RU�� 
x 0DQDJHPHQW¶V�LQDELOLW\�WR�PDQDJH�LWV�RYHUDOO�,55�� 
� 
,I�WKH�UHJLRQ�FRQVLGHUV�WKH�FUHGLW�XQLRQ¶V�FRQWLQXHG�KROGLQJ�RI�WKH�KLJK�ULVN�VHFXULWLHV�D� 
VDIHW\�DQG�VRXQGQHVV�FRQFHUQ��ERWK�WKH�H[DPLQHU�DQG�VXSHUYLVRU\�H[DPLQHU�ZLOO�PHHW� 
ZLWK�WKH�RIILFLDOV�WR�UHDFK�DJUHHPHQW�IRU�GLYHVWLQJ�WKH�VHFXULWLHV�RU�GHYHORSLQJ�DQ� 
DFFHSWDEOH�SODQ�WR�PLWLJDWH�WKH�ULVN��,I�WKH\�FDQQRW�UHDFK�DQ�DJUHHPHQW�ZLWK�WKH�RIILFLDOV�� 
WKH�H[DPLQHU�ZLOO�SUHSDUH�D�SUHOLPLQDU\�ZDUQLQJ�OHWWHU�RU�UHFRPPHQG�RWKHU�DGPLQLVWUDWLYH� 
DFWLRQ��IROORZLQJ�UHJLRQDO�SURFHGXUHV��([DPLQHUV�ZLOO�GRFXPHQW�WKH�DJUHHPHQWV�UHDFKHG� 
LQ�WKH�UHSRUW��7KH\�DOVR�VKRXOG�IROORZ�XS�ZLWK�WKH�FUHGLW�XQLRQ�DV�QHFHVVDU\�WR�HQVXUH� 
FRPSOLDQFH�ZLWK�WKH�DJUHHPHQWV�� 
� 
)HGHUDOO\�LQVXUHG�VWDWH�FKDUWHUHG�FUHGLW�XQLRQV�KROGLQJ�KLJK�ULVN�&02V�RU�5(0,&V�PXVW� 
UHFRUG�XQUHDOL]HG�JDLQV�RU�ORVVHV�XQGHU�6)$6������VHH�§����������KRZHYHU��WKH\�QHHG�QRW� 
HVWDEOLVK�D�VSHFLDO�UHVHUYH�IRU�QRQ�FRQIRUPLQJ�LQYHVWPHQWV��)ROORZLQJ�UHJLRQDO�ZRUNLQJ� 
DJUHHPHQWV�ZLWK�WKH�66$��H[DPLQHUV�ZLOO�GLVFXVV�DQG�FRRUGLQDWH�GLYHVWLWXUH�RI�KLJK�ULVN� 
&02V�WKDW�SUHVHQW�VDIHW\�DQG�VRXQGQHVV�FRQFHUQV�LQ�VWDWH�FKDUWHUHG�FUHGLW�XQLRQV�ZLWK� 
WKH�DSSURSULDWH�VWDWH�UHJXODWRU�� 
� 
� 
$�IHGHUDO�FUHGLW�XQLRQ�PD\�QRW�SXUFKDVH�D�UHVLGXDO�LQWHUHVW�LQ�D�&02�RU�5(0,&�� 
0DQDJHPHQW�VKRXOG�SURYLGH�UHSRUWV�DQG�GDWD�WR�WKH�H[DPLQHU�DQG�WKH�ERDUG�RQ�KRZ�LW� 
SURSRVHV�WR�UHGXFH�,55�� 
� 
� 
7KH�FUHGLW�XQLRQ�PXVW�GHWHUPLQH�WKH�IDLU�YDOXHV�RI�WKH�VHFXULWLHV�DW�OHDVW�PRQWKO\��LQ� 
DFFRUGDQFH�ZLWK����������XQOHVV�WKH�FUHGLW�XQLRQ�LV�H[HPSW�XQGHU�WKH�5HJ)OH[�SURYLVLRQV� 
RI�3DUW������ 
� 
� 

������ 
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���������$��RI�WKH�FCU Act�SHUPLWV�FUHGLW�XQLRQV�WR�SXUFKDVH�FHUWDLQ�PRUWJDJH�ORDQV��$� 
IHGHUDO�FUHGLW�XQLRQ�PD\�PDNH�WKHVH�LQYHVWPHQWV�RQO\�LI�LW�KDV�DQ�RQJRLQJ�SURJUDP�RI� 
PDNLQJ�UHDO�HVWDWH�VHFXUHG�ORDQV�DQG�QHHGV�FRPSDUDEOH�ORDQV�WR�FRPSOHWH�WKH�SDFNDJLQJ� 
RI�D�SRRO�RI�ORDQV�IRU�VDOH�RU�SOHGJH�RQ�WKH�VHFRQGDU\�PDUNHW��VHH�����������([DPLQHUV� 
PD\�DOVR�UHIHU�WR�1&8$�/HWWHU�WR�&UHGLW�8QLRQV��1R������GDWHG�0DUFK������� 
� 
� 
Mutual funds.�$�PXWXDO�IXQG�LV�DQ�RSHQ�HQG�LQYHVWPHQW�FRPSDQ\�UHJLVWHUHG�ZLWK�WKH� 
6(&�WR�LQYHVW�PRQH\�IURP�VKDUHKROGHUV��$�SURVSHFWXV�GLVFORVHV�WKH�SHUPLVVLEOH� 
LQYHVWPHQWV�DQG�LQYHVWPHQW�WUDQVDFWLRQV�IRU�WKH�IXQG��$�PRQH\�PDUNHW�PXWXDO�IXQG� 
FRPSOLHV�ZLWK�6(&�UHJXODWLRQV�OLPLWLQJ�LQYHVWPHQWV�JHQHUDOO\�WR�VKRUW�WHUP�LQVWUXPHQWV�� 
� 
7KH�QHW�DVVHW�YDOXH��1$9��UHSUHVHQWV�WKH�YDOXH�RI�D�VKDUH�LQ�D�PXWXDO�IXQG��7KH�ILQDQFLDO� 
VHFWLRQV�RI�D�QXPEHU�RI�ORFDO�QHZVSDSHUV��WKH�Wall Street Journal��RU�RQOLQH�VHUYLFHV 
UHSRUW�1$9V�IRU�PXWXDO�IXQG�VKDUHV��0RQH\�PDUNHW�IXQGV�W\SLFDOO\�PDLQWDLQ�D�VWDEOH� 
1$9�RI����SHU�VKDUH�� 
� 
7KH�YDOXH�RI�D�FUHGLW�XQLRQ¶V�LQYHVWPHQW�LQ�D�PXWXDO�IXQG�HTXDOV�WKH�QXPEHU�RI�VKDUHV�LW� 
KROGV��IRXQG�RQ�WKH�PRQWKO\�VWDWHPHQWV�RI�DFFRXQW�DFWLYLW\�SURYLGHG�E\�WKH�WUXVWHH�� 
PXOWLSOLHG�E\�WKH�1$9��&UHGLW�XQLRQV�PD\�UHGHHP�PXWXDO�IXQG�VKDUHV�ZLWK�WKH�RSHQ�HQG� 
LQYHVWPHQW�FRPSDQ\�IRU�WKH�1$9�� 
� 
(DFK�GLYLGHQG�SHULRG��WKH�FUHGLW�XQLRQ�PXVW�DGMXVW�LWV�LQYHVWPHQW�LQ�PXWXDO�IXQGV�DQG� 
FRPPRQ�WUXVWV�WR�IDLU�YDOXH��&UHGLW�XQLRQV�PXVW�FODVVLI\�PXWXDO�IXQGV�KDYLQJ�UHDGLO\� 
GHWHUPLQDEOH�IDLU�YDOXHV�DV�HLWKHU�WUDGLQJ��LI�SXUFKDVHG�ZLWK�WKH�LQWHQW�RI�VDOH�LQ�WKH�QHDU� 
WHUP��RU�DYDLODEOH�IRU�VDOH��LI�RWKHU�WKDQ�WUDGLQJ���7KH\�FDQQRW�FODVVLI\�PXWXDO�IXQGV�DV� 
KHOG�WR�PDWXULW\��DPRUWL]HG�FRVW��DQG�VKRXOG�QRW�FDUU\�PXWXDO�IXQGV�DW�WKH�ORZHU�RI�FRVW� 
RU�PDUNHW��EXW�DW�IDLU�YDOXH��DGMXVWHG�WKURXJK�LQFRPH��LI�WUDGLQJ��RU�WKURXJK�HTXLW\��LI� 
DYDLODEOH�IRU�VDOH��� 
� 
Common trust fund.�$�FRPPRQ�WUXVW�IXQG�LV�D�FROOHFWLYH�LQYHVWPHQW�IXQG�PDLQWDLQHG�E\� 
D�QDWLRQDO�EDQN�����&)5�3DUW�����$�FRPPRQ�WUXVW�IXQG�WKDW�FRPSOLHV�ZLWK�2IILFH�RI�WKH� 
&RPSWUROOHU�RI�WKH�&XUUHQF\��2&&��UHJXODWLRQV�OLPLWLQJ�LQYHVWPHQWV�JHQHUDOO\�WR�VKRUW� 
WHUP�LQVWUXPHQWV�LV�FDOOHG�D�VKRUW�WHUP�LQYHVWPHQW�IXQG��³67,)�´�� 
� 
2&&�UHJXODWLRQV�UHTXLUHV�GLVFORVXUH�RI�WKH�YDOXH�RI�D�FUHGLW�XQLRQ¶V�SUR�UDWD�LQWHUHVW�LQ�D� 
FRPPRQ�WUXVW�IXQG�DW�OHDVW�RQFH�HYHU\�WKUHH�PRQWKV�LI�WKH�IXQG¶V�DVVHWV�DUH�UHDGLO\� 
PDUNHWDEOH��+RZHYHU��LQYHVWRUV�PD\�FRQWUDFW�IRU�PRUH�IUHTXHQW�YDOXDWLRQV��2&&� 
UHJXODWLRQV�DOORZV�IRU�67,)V�YDOXDWLRQ�RQ�D�FRVW�EDVLV�� 
� 

������ 
� 



Legality of 
Fund 

Characteristics 
and Risks 

INVESTMENT ANALYSIS
 

� 
&UHGLW�XQLRQV�PXVW�LPSOHPHQW�DGHTXDWH�SURFHGXUHV�IRU�GHWHUPLQLQJ�HDFK�IXQG¶V�OHJDOLW\�� 
7KH�H[DPLQHU�VKRXOG�UHYLHZ�WKH�IROORZLQJ�� 
� 
x	 7KH�FUHGLW�XQLRQ¶V�SURFHGXUHV�� 

�� 7R�HQVXUH�WKH\�PHHW�WKH�QHHGV�RI�WKH�FUHGLW�XQLRQ�� 
�� 7R�DVFHUWDLQ�WKDW�VWDII�UHFRQFLOHV�WKH�ERRN�EDODQFHV�ZLWK�WKH�VWDWHPHQW�RI�DFFRXQW� 
HDFK�PRQWK��DQG� 

� 7R�GHWHUPLQH�WKDW�WKH�UHFRUGV�DUH�LQ�EDODQFH��DQG� 
� 
x 7KH�SURVSHFWXV�IRU�HDFK�PXWXDO�IXQG�LQYHVWPHQW�� 

�� 7R�GHWHUPLQH�WKH�LQYHVWPHQW¶V�SHUPLVVLELOLW\��L�H���WKDW�WKH�IXQG�LQYHVWV�RU�LV� 
DXWKRUL]HG�WR�LQYHVW�RQO\�LQ�LQYHVWPHQWV�SHUPLWWHG�E\�WKH�FCU Act�DQG�NCUA 
Rules and Regulations���DQG�� 

� �� 7KH�LQYHVWPHQW�PHHWV�RWKHU�UHTXLUHPHQWV�� 
� 
$�QXPEHU�RI�PXWXDO�IXQGV�VRPHWLPHV�XVH�KHGJLQJ�VWUDWHJLHV�WR�LQFUHDVH�\LHOG��)HGHUDO� 
FUHGLW�XQLRQV�PD\�QRW��KRZHYHU��XVH�FRPPRQ�WHFKQLTXHV�VXFK�DV�ZULWLQJ�FDOO�RSWLRQV�DQG� 
IXWXUHV�FRQWUDFWV��)XQG�PDQDJHUV¶�XVH�RI�VXFK�WHFKQLTXHV�ZRXOG�PDNH�WKH�IXQG�LOOHJDO�� 
� 
� 
7KH�H[DPLQHU�VKRXOG�GHWHUPLQH�WKDW�PDQDJHPHQW�XQGHUVWDQGV�WKH�QDWXUH�RI�WKH� 
LQYHVWPHQW�LQ�PXWXDO�IXQGV��:KLOH�D�PXWXDO�IXQG�LQYHVWPHQW�KDV�WKH�VDPH�PDWXULW\�DV�WKH� 
ZHLJKWHG�DYHUDJH�PDWXULW\�RI�WKH�XQGHUO\LQJ�LQYHVWPHQWV��WKH�1&8$�������FDOO�UHSRUW�� 
DQG�$,5(6�SHUPLW�FODVVLILFDWLRQ�EDVHG�RQ�WKH�PD[LPXP�ZHLJKWHG�DYHUDJH�OLIH�GLVFORVHG� 
LQ�WKH�SURVSHFWXV��,I�WKH�SURVSHFWXV�GRHV�QRW�GLVFORVH�WKH�ZHLJKWHG�DYHUDJH�OLIH��WKH�FUHGLW� 
XQLRQ�PD\�XVH�WKH�WKUHH�WR�WHQ�\HDU�FROXPQ��([DPLQHUV�VKRXOG�WDNH�H[FHSWLRQ�LI�WKH�FUHGLW� 
XQLRQ�GRHV�QRW�DGKHUH�WR�LWV�LQYHVWPHQW�SROLFLHV�DQG�LQWHUQDO�DVVHW�OLDELOLW\�VWUDWHJ\� 
UHJDUGLQJ�WKHVH�LQYHVWPHQWV�� 
� 
<LHOG�HQKDQFHPHQW�RIWHQ�PRWLYDWHV�LQYHVWPHQW�LQ�ORQJ�WHUP�LQVWUXPHQWV��SDUWLFXODUO\�LQ� 
WLPHV�RI�IDOOLQJ�VKRUW�WHUP�UDWHV��([DPLQHUV�VKRXOG�H[SODLQ�WR�WKH�RIILFLDOV�WKH� 
XQVRXQGQHVV�RI�WKLV�SUDFWLFH�XQOHVV�WKH�PDWXULWLHV�DQG�RWKHU�FKDUDFWHULVWLFV�RI�WKH� 
LQYHVWPHQWV�FRLQFLGH�ZLWK�WKH�FUHGLW�XQLRQ
 V�DVVHW�OLDELOLW\�VWUDWHJ\�DQG�OLTXLGLW\� 
H[SHFWDWLRQV�� 
� 
,QYHVWPHQWV�LQ�PXWXDO�IXQGV�FDQ�ORVH�SULQFLSDO��WKHUHIRUH��H[DPLQHUV�VKRXOG�HQVXUH�WKDW� 
WKH�RIILFLDOV�XQGHUVWDQG�WKH�ULVNV�DQG�DGRSW�OLPLWV�E\�LQYHVWPHQW�W\SH�WKDW�FRQVLGHU�ERWK� 
WKH�FUHGLW�XQLRQ
 V�FDSLWDO�VWUXFWXUH�DQG�DVVHW�VL]H��6LJQLILFDQW�YDULDQFH�RI�PXWXDO�IXQGV¶� 
QHW�DVVHW�YDOXHV�RYHU�D�UDQJH�RI�LQWHUHVW�UDWH�HQYLURQPHQWV�PD\�QHFHVVLWDWH�HVWDEOLVKPHQW� 

������ 
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Fees 

Unit 
Investment 
Trusts 

INVESTMENT ANALYSIS
 

RI�PLQLPDO�VWRS�ORVV�JXLGHOLQHV��$Q�DGHTXDWH�PRQLWRULQJ�V\VWHP�VKRXOG�PLQLPL]H�IXWXUH� 
LQYHVWPHQW�ORVVHV�� 
� 
([DPLQHUV�VKRXOG�DOVR�GHWHUPLQH�WKDW�PDQDJHPHQW�FRQVLGHUHG�WKH�PXWXDO�IXQG¶V� 
VXLWDELOLW\�IURP�DQ�DVVHW�OLDELOLW\�VWDQGSRLQW��)RU�H[DPSOH��VHYHUDO�RI�WKH�PXWXDO�IXQG�QHW� 
DVVHW�YDOXHV�PD\�PRYH�LQYHUVHO\�WR�PDUNHW�LQWHUHVW�UDWH�FKDQJHV�RU�PD\�VLJQLILFDQWO\�ODJ� 
WKH�PDUNHW��&UHGLW�XQLRQV�ZLWK�VKRUW�WHUP�DQG�KLJKO\�LQWHUHVW�UDWH�VHQVLWLYH�VKDUH�EDVHV� 
PD\�ILQG�LQYHVWPHQWV�LQ�PXWXDO�IXQGV�LQDSSURSULDWH�� 
� 
� 
([DPLQHUV�VKRXOG�ZDWFK�IRU�PDUNHWLQJ�WHFKQLTXHV�WKDW�GR�QRW�JLYH�D�FRPSOHWH�DQG� 
DFFXUDWH�SLFWXUH�RI�D�PXWXDO�IXQG��(YHQ�WKRXJK�WKH�6(&�UHTXLUHV�FHUWDLQ�GLVFORVXUHV��D� 
FUHGLW�XQLRQ�PD\�LQFXU�VLJQLILFDQW�FRVWV�WR�REWDLQ��PDLQWDLQ��RU�GLYHVW�DQ�LQYHVWPHQW�LQ�D� 
IXQG�� 
� 
x &UHGLW�XQLRQV�PD\�LQFXU�IURQW�HQG�DQG�EDFN�HQG�ORDG�IHHV��ZKLFK�DUH��LQ�HVVHQFH��VDOHV� 

FRPPLVVLRQV��7KH�FUHGLW�XQLRQ�PXVW�SD\�IURQW�HQG�ORDG�IHHV�DW�WKH�WLPH�RI�SXUFKDVH��,W� 
SD\V�EDFN�HQG�ORDG�IHHV�LI�LW�UHGHHPV�VKDUHV�EHIRUH�KROGLQJ�SHULRGV�VSHFLILHG�LQ�WKH� 
SURVSHFWXV�� 
� 

x &UHGLW�XQLRQV�PD\�LQFXU�PDQDJHPHQW�DQG�����E�����IHHV��EDFN�HQG�IHHV���ZKLFK�WKH� 
PXWXDO�IXQG�DVVHVVHV�VKDUHKROGHUV�IRU�VRPH�RI�WKH�SURPRWLRQDO�H[SHQVHV��7KH�PXWXDO� 
IXQG�PXVW�VSHFLILFDOO\�UHJLVWHU�WKH�IHH�ZLWK�WKH�6(&�DQG�PXVW�GLVFORVH�WKH�OHY\LQJ�RI� 
VXFK�FKDUJHV��6XFK�IHHV�FDQ�UHGXFH�WKH�DFWXDO�UHWXUQ�E\�����EDVLV�SRLQWV�RU�PRUH�� 

� 
&RPSOH[�LVVXHV�DULVH�RYHU�WKH�DSSURSULDWHQHVV�DQG�VXLWDELOLW\�RI�LQYHVWPHQWV�LQ�PXWXDO� 
IXQGV�RU�RWKHU�ORQJ�WHUP�LQYHVWPHQWV��0DQDJHPHQW�YDULHV�VLJQLILFDQWO\�LQ�LWV� 
XQGHUVWDQGLQJ�RI�WKHVH�LVVXHV�DQG�LQ�WKH�VRSKLVWLFDWLRQ�RI�LQYHVWPHQW�SUDFWLFHV��([DPLQHUV� 
VKRXOG�FRQVXOW�ZLWK�WKHLU�VXSHUYLVRU\�H[DPLQHUV�LI�SUREOHPV�H[LVW�� 
� 
� 
$�FORVHG�HQG�LQYHVWPHQW�FRPSDQ\�FDOOHG�D�8QLW�,QYHVWPHQW�7UXVW��8,7��UHSD\V�SULQFLSDO� 
DQG�LQWHUHVW�PRQWKO\�DV�WKH�XQGHUO\LQJ�VHFXULWLHV�DUH�UHSDLG��$W�WKH�WUXVW¶V�PDWXULW\�GDWH�� 
8,7�PDQDJHUV�VHOO�XQGHUO\LQJ�LQYHVWPHQWV��DQG�UHWXUQ�IXQGV�WR�LQYHVWRUV��7KH�FDVK�IORZ� 
IURP�D�8,7�LQYHVWPHQW�RIWHQ�UHVHPEOHV�ERWK�D�GLUHFW�SXUFKDVH�RI�D�*10$�DQG�D�PXWXDO� 
IXQG�� 
� 
7KH�H[DPLQHU�VKRXOG�GHWHUPLQH�WKH�FUHGLW�XQLRQ�SURSHUO\�UHGXFHV�LWV�LQYHVWPHQW�EDODQFH� 
DQG�UHFRUGV�LQWHUHVW�LQFRPH�LQ�D�PDQQHU�VLPLODU�WR�D�GLUHFW�*10$�SXUFKDVH��+RZHYHU�� 
WKH�³XQLWV´�UHSUHVHQW�RZQHUVKLS��QRW�WKH�$JHQF\�REOLJDWLRQ��7KHUHIRUH��WKH�IDLU�YDOXH� 
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Federal
 
Funds
 

INVESTMENT ANALYSIS
 

DSSURDFK�PXVW�DFFRXQW�IRU�WKH�YDOXH�RI�WKH�LQYHVWPHQW��7KH�8,7¶V�PDUNHW�SULFH� 
GHWHUPLQHV�LWV�YDOXH��WKH�FORVHG�HQG�LQYHVWPHQW�FRPSDQ\�GRHV�QRW�UHGHHP�8,7V�� 
� 
� 
NCUA Rules and Regulations�§������VSHFLILHV�WKDW�D�IHGHUDO�FUHGLW�XQLRQ�PD\�LQYHVW�LQ� 
VKDUHV��VWRFNV�RU�REOLJDWLRQV�RI�FUHGLW�XQLRQ�VHUYLFH�RUJDQL]DWLRQV��&862V��LQ�DPRXQWV� 
QRW�H[FHHGLQJ��LQ�WKH�DJJUHJDWH��RQH�SHUFHQW�RI�WKH�FUHGLW�XQLRQ¶V�SDLG�LQ�DQG�XQLPSDLUHG� 
FDSLWDO�DQG�VXUSOXV��WRWDO�RI�DOO�VKDUHV�DQG�XQGLYLGHG�HDUQLQJV�SOXV�QHW�LQFRPH�RU�PLQXV� 
QHW�ORVVHV�WR�GDWH��DV�RI�LWV�ODVW�FDOHQGDU�\HDU�HQG�ILQDQFLDO�UHSRUW��7KH�VDPH�VHFWLRQ� 
DXWKRUL]HV�FUHGLW�XQLRQV�WR�PDNH�ORDQV�WR�&862V�LQ�DPRXQWV�QRW�H[FHHGLQJ��LQ�WKH� 
DJJUHJDWH��RQH�SHUFHQW�RI�LWV�SDLG�LQ�DQG�XQLPSDLUHG�FDSLWDO�DQG�VXUSOXV�DV�RI�LWV�ODVW�\HDU� 
HQG�ILQDQFLDO�UHSRUW�� 
� 
&UHGLW�XQLRQV�IUHTXHQWO\�HVWDEOLVK�&862V�WR�SURYLGH�DGGLWLRQDO�VHUYLFHV�WR�PHPEHUV�RU�WR� 
RWKHU�FUHGLW�XQLRQV��3RRUO\�VWUXFWXUHG�RU�SRRUO\�PDQDJHG�&862V�FDQ�EHFRPH�H[SHQVLYH� 
OLDELOLWLHV�DQG�KDUP�WKH�FUHGLW�XQLRQ
 V�ILQDQFLDO�FRQGLWLRQ��7KHUHIRUH��GXULQJ�WKH� 
H[DPLQDWLRQ��H[DPLQHUV�PD\�UHYLHZ�WKH�FUHGLW�XQLRQ¶V�LQYHVWPHQW�LQ�&862V��7KH�&862� 
FKDSWHU�GLVFXVVHV�H[DPLQDWLRQ�SURFHGXUHV�IRU�&862V�� 
� 
)RU�SXUSRVHV�RI�PHDVXULQJ�D�FUHGLW�XQLRQ¶V�LQYHVWPHQW�LQ�DQG�ORDQV�WR�D�&862�LQ� 
ILQDQFLDO�VWDWHPHQWV��FUHGLW�XQLRQV�PXVW�IROORZ�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV� 
�*$$3���*$$3�UHTXLUHV�RQH�RI�WKUHH�PHDVXUHPHQW�RSWLRQV��FRVW�PHWKRG��HTXLW\�PHWKRG�� 
RU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��GHSHQGLQJ�RQ�WKH�GHJUHH�RI�RZQHUVKLS�D�FUHGLW�XQLRQ� 
KDV�LQ�D�&862�� 
� 
� 
)HGHUDO�IXQGV�DUH�WKH�H[FHVV�UHVHUYHV�RQH�EDQN�KDV�DYDLODEOH�WR�OHQG�WR�DQRWKHU�EDQN� 
HQDEOLQJ�LW�WR�PHHW�LWV�FDVK�UHVHUYH�UHTXLUHPHQWV��)HGHUDO�IXQGV�XVXDOO\�KDYH�D�PDWXULW\�RI� 
RQO\�RQH�EXVLQHVV�GD\��DOWKRXJK�FUHGLW�XQLRQV�PD\�QHJRWLDWH�WHUP�IHGHUDO�IXQGV�IRU�D� 
ORQJHU�SHULRG��7KH�IHGHUDO�IXQGV�UDWH�UHSUHVHQWV�WKH�UDWH�WKDW�WKH�OHQGLQJ�EDQNV�FKDUJH�WKH� 
ERUURZLQJ�EDQNV�IRU�WKH�XVH�RI�WKH�IXQGV�� 
� 
&RPSDUHG�WR�RWKHU�PRQH\�PDUNHW�UDWHV��WKH�IHGHUDO�IXQGV�UDWH�LV�YRODWLOH��,QYHVWRUV�FORVHO\� 
ZDWFK�WKH�IXQGV�UDWH�DV�DQ�LQGLFDWRU�RI�WKH�PRQH\�PDUNHW��PRQHWDU\�SROLF\��DQG�JHQHUDO� 
HFRQRPLF�FRQGLWLRQV�EHFDXVH�WKH�IHGHUDO�IXQGV�PDUNHW�RSHUDWHV�DW�WKH�FHQWHU�RI�WKH�PRQH\� 
PDUNHW�DQG�WKH�FRPPHUFLDO�EDQN�V\VWHP�� 
� 
§��������DXWKRUL]HV�WKH�VDOH�RI�IHGHUDO�IXQGV�WR�DQ\�ILQDQFLDO�LQVWLWXWLRQ�GHILQHG�LQ� 
§�������RI�WKH�FCU Act�XQGHU�WKH�GHSRVLW�DXWKRULW\�FRQWDLQHG�LQ�WKDW�VHFWLRQ�� 
� 

������ 
� 



INVESTMENT ANALYSIS
 

Credit Risk 

Corporate 
Credit Unions 

� 
)HGHUDO�IXQGV�DUH�QRW�LQVXUHG��WKHUHIRUH��WKH�FUHGLW�XQLRQ�PXVW�UHYLHZ�WKH�EDQN
 V�ILQDQFLDO� 
FRQGLWLRQ�DQG�VHW�DSSURSULDWH�SROLF\�OLPLWV��7KH�SROLF\�PXVW�DGGUHVV�KRZ�WKH�FUHGLW�XQLRQ� 
ZLOO�PDQDJH�WKH�FUHGLW�ULVN�RI�IHGHUDO�IXQGV�VROG���6HH���������H���� 
� 
%HVLGHV�VHOOLQJ�)HGHUDO�IXQGV�WR�D�EDQN��D�FUHGLW�XQLRQ�FDQ�SXUFKDVH�)HGHUDO�IXQGV�IURP� 
WKH�EDQN��3XUFKDVLQJ�RI�IXQGV�FRQVWLWXWHV�D�ERUURZLQJ�WUDQVDFWLRQ�E\�WKH�FUHGLW�XQLRQ� 
VXEMHFW�WR�WKH�ERUURZLQJ�OLPLWDWLRQV�RI�§�������RI�WKH�FCU Act�� 
� 
7KH�H[DPLQHU�VKRXOG�SD\�SDUWLFXODU�DWWHQWLRQ�WR�WKH�PHWKRG�WKH�FUHGLW�XQLRQ�XVHV�WR� 
WUDQVIHU�IXQGV�DQG�UHFRUG�IXQGV¶�WUDQVIHUV��HVSHFLDOO\�WKH�UHODWHG�LQFRPH�RU�H[SHQVH��7KH� 
H[DPLQHU�VKRXOG�UHYLHZ�LQWHUQDO�FRQWURO�SURFHGXUHV�IRU�SODFLQJ�IXQGV��UHFRUGLQJ� 
WUDQVDFWLRQV��DQG�UHFRQFLOLQJ�WUDQVDFWLRQV�WR�WKH�FRQILUPDWLRQ�RU�VWDWHPHQW�� 
� 
� 
§�������*��RI�WKH�FCU Act�DXWKRUL]HV�FUHGLW�XQLRQV�WR�LQYHVW�LQ�VKDUHV��GHSRVLWV��DQG� 
FHUWLILFDWHV�LQ�FRUSRUDWH�FUHGLW�XQLRQV��+RZHYHU��FUHGLW�XQLRQV�PD\�QRW�LQYHVW�LQ�D� 
FRUSRUDWH�FUHGLW�XQLRQ�WKDW�GRHV�QRW�RSHUDWH�LQ�FRPSOLDQFH�ZLWK�3DUW�����RI�WKH�NCUA 
Rules and Regulations�� 
� 
$V�ZLWK�LWV�RWKHU�LQYHVWPHQWV��1&8$�H[SHFWV�PDQDJHPHQW�WR�HVWDEOLVK�D�SURFHVV�IRU� 
HYDOXDWLQJ�WKH�FRUSRUDWH
 V�LQYHVWPHQWV�DQG�RSHUDWLRQV��DQG�WR�LQFRUSRUDWH�WKH�DPRXQWV�DQG� 
PDWXULWLHV�RI�DOO�DXWKRUL]HG�LQYHVWPHQWV�LQ�FRUSRUDWHV�LQWR�WKHLU�ZULWWHQ�LQYHVWPHQW� 
SROLFLHV�� 
� 
&RUSRUDWH�FUHGLW�XQLRQV�RIIHU�GDLO\�EDODQFH�VKDUH�DFFRXQWV�WKDW�HDUQ�GLYLGHQGV�FRPSDUDEOH� 
WR�PDUNHW�UDWHV�RIIHUHG�E\�RWKHU�ILQDQFLDO�LQVWLWXWLRQV��0DQ\�FUHGLW�XQLRQV�XVH�WKLV�DFFRXQW� 
IRU�VKRUW�WHUP�LQYHVWLQJ�EHFDXVH�RI�WKH�GDLO\�GLYLGHQG�IHDWXUH��0RVW�FRUSRUDWHV�DOVR�RIIHU� 
DFFRXQWV�IRU�FOHDULQJ�VKDUH�GUDIWV��$70�WUDQVDFWLRQV��PRQH\�RUGHUV��$&+�LWHPV��DQG� 
FUHGLW�FDUG�DFWLYLW\�� 
� 
&RUSRUDWH�FUHGLW�XQLRQV�PD\�RIIHU�WZR�FDSLWDO�DFFRXQWV��ZKLFK�1&86,)�GRHV�QRW�LQVXUH�� 
PHPEHUVKLS�FDSLWDO��0&��DQG�SDLG�LQ�FDSLWDO��3,&���ERWK�PHPEHU�DQG�QRQPHPEHU��%RWK� 
DFFRXQWV�KDYH�D�GHJUHH�RI�SHUPDQHQFH��0&V�KDYH�D�PLQLPXP�ZLWKGUDZDO�QRWLFH�RI�WKUHH� 
\HDUV��3,&V�DUH�FDOODEOH�DW�WKH�FRUSRUDWH¶V�RSWLRQ�DQG�KDYH�DQ�LQLWLDO�PDWXULW\�RI�DW�OHDVW� 
WZHQW\�\HDUV��&UHGLW�XQLRQV�PXVW�DFFHSW�WKH�ULVN�RI�WKHVH�XQLQVXUHG�DFFRXQWV��WKHUHIRUH�� 
FUHGLW�XQLRQV�LQYHVWLQJ�LQ�WKHVH�DFFRXQWV�PXVW�SHUIRUP�WKH�VDPH�GXH�GLOLJHQFH�DV�WKH\� 
SHUIRUP�IRU�RWKHU�DW�ULVN�LQYHVWPHQWV��([DPLQHUV�VKRXOG�UHYLHZ�WKH�GXH�GLOLJHQFH� 
SURFHGXUHV�� 
� 

������ 
� 



INVESTMENT ANALYSIS
 

Other Credit 
Unions 

Other Shares, 
Deposits, and 
Certificates 

Thrift Shares 
and Bank 
Deposits 

&UHGLW�XQLRQV�KDYH�DYDLODEOH�PRUH�GLYHUVH�LQYHVWPHQW�SURGXFWV��LQFOXGLQJ�WKRVH�RIIHUHG� 
E\�FRUSRUDWHV��,Q�DGGLWLRQ�WR�GDLO\�EDODQFH�VKDUH�DFFRXQWV�DQG�FHUWLILFDWHV�DFFRXQWV��VRPH� 
FRUSRUDWHV�RIIHU�VWUXFWXUHG�LQYHVWPHQW�SURGXFWV�WKDW�PLPLF�&02V�DQG�RWKHU�FRPSOH[� 
LQYHVWPHQWV��7KH�H[DPLQHU�VKRXOG�GHWHUPLQH�WKDW�WKH�FUHGLW�XQLRQ�FRQVLVWHQWO\�DGKHUHV�WR� 
LWV�$/0�VWUXFWXUH�ZKHQ�LQYHVWLQJ�LQ�FRUSRUDWH�FUHGLW�XQLRQ�LQYHVWPHQWV��DV�ZHOO�DV�RWKHU� 
LQYHVWPHQWV��([DPLQHUV�VKRXOG�DOVR�DVVXUH�WKHPVHOYHV�WKDW�WKH�GLUHFWRUV�DQG�PDQDJHPHQW� 
XQGHUVWDQG�WKH�ULVNV�RI�WKH�LQYHVWPHQW�LQVWUXPHQWV�� 
� 
0RVW�FRUSRUDWH�FUHGLW�XQLRQV�LVVXH�PRQWKO\�RU�HYHQ�ZHHNO\�VWDWHPHQWV��7KH�YROXPLQRXV� 
DFWLYLW\�LQ�WKHVH�FOHDULQJ�DFFRXQWV�PD\�UHTXLUH�WKH�H[DPLQHU�WR�GHWHUPLQH�WKDW�WKH�FUHGLW� 
XQLRQ�IXOO\�UHFRQFLOHV�DOO�WUDQVDFWLRQ�DFFRXQWV�DW�OHDVW�PRQWKO\��UHJDUGOHVV�RI�WKH�PRQWK� 
HQG�EDODQFH��([DPLQHUV�VKRXOG�QRWH�WKH�ODFN�RI�SURPSW�UHFRQFLOHPHQWV�RU�FRQWLQXDOO\� 
FDUU\LQJ�RYHU�RXWVWDQGLQJ�LWHPV�IURP�RQH�PRQWK�WR�WKH�QH[W�DV�DQ�DUHD�RI�FRQFHUQ��7KH� 
FUHGLW�XQLRQ�FDQ�ORVH�FRQWURO�RYHU�WKHVH�KLJK�DFWLYLW\�DFFRXQWV�LI�LW�GRHV�QRW�LPSOHPHQW� 
DGHTXDWH�UHFRQFLOHPHQW�SURFHGXUHV�� 
� 
0RVW�FRUSRUDWHV�DOVR�RIIHU�KLJK�\LHOGLQJ��VKRUW�WHUP�&'V�����GD\V���0DQ\�FUHGLW�XQLRQV� 
FRQWLQXRXVO\�UROO�RYHU�WKHVH�DFFRXQWV�RU�SXUFKDVH�QHZ�RQHV��&RUSRUDWHV�KDYH�UHGXFHG�WKH� 
SDSHUZRUN�EXUGHQ�E\�XVLQJ�HOHFWURQLF�WUDQVIHUV�LQVWHDG�RI�SDSHU�FHUWLILFDWHV��KRZHYHU�� 
FUHGLW�XQLRQV�PXVW�UHFRQFLOH�WKHLU�&'�DFWLYLW\��� 
� 
� 
§�������+��RI�WKH�FCU Act�DXWKRUL]HV�FUHGLW�XQLRQV�WR�LQYHVW�LQ�VKDUHV��GHSRVLWV�DQG� 
FHUWLILFDWHV�RI�IHGHUDOO\�LQVXUHG�FUHGLW�XQLRQV��$V�ZLWK�RWKHU�LQVWLWXWLRQDO�DFFRXQWV��WKH� 
H[DPLQHU�PD\�ILQG�LW�QHFHVVDU\�WR�UHYLHZ�WKH�FUHGLW�XQLRQ
 V�SURFHVV�IRU�HYDOXDWLQJ�WKH� 
FUHGLW�ULVN�DVVRFLDWHG�ZLWK�VXFK�LQYHVWPHQWV�� 
� 
� 
§§�������'��DQG��������RI�WKH�FCU Act�DXWKRUL]H�FUHGLW�XQLRQV�WR�LQYHVW�LQ�VKDUHV�� 
GHSRVLWV��DQG�FHUWLILFDWHV�LQ�ILQDQFLDO�LQVWLWXWLRQV�RWKHU�WKDQ�FUHGLW�XQLRQV�� 
� 
� 
&UHGLW�XQLRQV�PD\�LQYHVW�LQ�SDVVERRNV��FHUWLILFDWHV��RU�ERRN�HQWU\�FRQILUPDWLRQ�UHFHLSWV� 
LVVXHG�E\�IHGHUDOO\�LQVXUHG�WKULIWV��EXLOGLQJ�DQG�ORDQ�DVVRFLDWLRQV��DQG�EDQNV��DQG�QRQ� 
IHGHUDOO\�LQVXUHG�EDQNV�ORFDWHG�LQ�WKH�VWDWH�LQ�ZKLFK�WKH�FUHGLW�XQLRQ�GRHV�EXVLQHVV��� 
&UHGLW�XQLRQV�PXVW�UHWDLQ�GRFXPHQWDWLRQ�RI�WKHVH�LQYHVWPHQWV�� 
� 
��������JLYHV�WKH�ERDUG�UHVSRQVLELOLW\�IRU�GHWHUPLQLQJ�WKH�DPRXQW�DQG�WKH�VSHFLILF� 
LQVWLWXWLRQV�LQ�ZKLFK�D�FUHGLW�XQLRQ�PD\�LQYHVW��,I�WKH�FUHGLW�XQLRQ�LQYHVWV�RYHU�WKH�LQVXUHG� 
OLPLW��WKH�ERDUG�VKRXOG�VSHFLI\�OLPLWV�RQ�WKH�DPRXQWV�WKH�FUHGLW�XQLRQ�PD\�LQYHVW�ZLWK� 

������ 
� 
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HDFK�LQVWLWXWLRQ��0DQDJHPHQW�RIWHQ�VXSSRUWV�WKH�OLPLWV�ZLWK�D�FUHGLW�HYDOXDWLRQ�WKDW� 
LGHQWLILHV�VSHFLILF�ILQDQFLDO�FULWHULD��VXFK�DV�FDSLWDO�UHTXLUHPHQWV�DQG�HDUQLQJV�WUHQGV�� 
&UHGLW�XQLRQV�ZLWK�ODUJH�&'�SRUWIROLRV�VKRXOG�REWDLQ�WKH�LQVWLWXWLRQ
 V�GRFNHW�QXPEHU� 
�)',&
 V�HTXLYDOHQW�WR�1&8$
 V�FKDUWHU�QXPEHU��WR�GHWHUPLQH�FRPSOLDQFH�ZLWK�WKH�FUHGLW� 
XQLRQ¶V�H[SRVXUH�OLPLW�DW�HDFK�LQVWLWXWLRQ��)',&¶V�ZHEVLWH��ZZZ�IGLF�JRY��FDQ�SURYLGH� 
WKH�GRFNHW�QXPEHU��� 
� 
&UHGLW�XQLRQV��WKH�RIILFLDOV��RU�HPSOR\HHV�VRPHWLPHV�UHFHLYH�FDVK�ERQXVHV�RU�PHUFKDQGLVH� 
SUHPLXPV�IURP�WKH�LQVWLWXWLRQ�IRU�QHZ�LQYHVWPHQWV�RU�LQFUHDVHV�LQ�LQYHVWPHQWV����������� 
SURKLELWV�FUHGLW�XQLRQ�RIILFLDOV�IURP�DFFHSWLQJ�WKHVH�ERQXVHV�RU�SUHPLXPV�RQ�WKHLU�RZQ� 
EHKDOI��,I�H[DPLQHUV�VXVSHFW�WKH�FUHGLW�XQLRQ�HDUQHG�D�ERQXV�GLYLGHQG�RU�SUHPLXP�EXW� 
ILQG�QR�DFFRXQWLQJ�IRU�LW��WKH\�VKRXOG�QRWLI\�WKHLU�VXSHUYLVRU\�H[DPLQHU��VHQG�D�SRVLWLYH� 
FRQILUPDWLRQ�OHWWHU�WR�WKH�LQVWLWXWLRQ�FRQFHUQHG��DQG�UHSRUW�WKH�IDFWV�LQ�WKH�FRQILGHQWLDO� 
VHFWLRQ�� 
� 
� 
&UHGLW�XQLRQV�PD\�SXUFKDVH�FHUWLILFDWHV�RI�GHSRVLW��&'V��HLWKHU�GLUHFWO\�IURP�WKH�LVVXLQJ� 
LQVWLWXWLRQ�RU�WKURXJK�D�EURNHU�GHDOHU��,I�SXUFKDVHG�IURP�WKH�LVVXLQJ�LQVWLWXWLRQ��DOO� 
WUDQVDFWLRQV�WDNH�SODFH�GLUHFWO\�ZLWK�WKH�LVVXHU��7KH�FUHGLW�XQLRQ�RSHQV�DQ�DFFRXQW�GLUHFWO\� 
ZLWK�WKH�LVVXHU��WUDQVIHUV�WKH�IXQGV��DQG�UHFHLYHV�GRFXPHQWDWLRQ�DFNQRZOHGJLQJ�WKH� 
LQYHVWPHQW��� 
� 
&UHGLW�XQLRQV�PD\�XVH�WKH�VHUYLFH�RI�D�&'�ILQGHU�RU�DQ�HOHFWURQLF�&'�ILQGHU�SURJUDP�WKDW� 
LV�QRW�UHJLVWHUHG�E\�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��6(&��RU�UHJXODWHG�E\�D� 
IHGHUDO�RU�VWDWH�GHSRVLWRU\�LQVWLWXWLRQ�UHJXODWRU\�DJHQF\��+RZHYHU��LQ�WKLV�VLWXDWLRQ��WKH� 
FUHGLW�XQLRQ�PXVW�WUDQVIHU�WKH�IXQGV�GLUHFWO\�WR�WKH�LVVXLQJ�LQVWLWXWLRQ�� 
� 
*HQHUDOO\��FUHGLW�XQLRQV�SXUFKDVH�QRQ�QHJRWLDEOH�&'V��,I�WKH�FUHGLW�XQLRQ�XVHV�D�EURNHU� 
GHDOHU�IRU�&'�SXUFKDVHV��LW�PXVW�H[HUFLVH�GXH�GLOLJHQFH�WR�SURWHFW�LWVHOI�DJDLQVW�SRWHQWLDO� 
ORVV��$W�D�PLQLPXP��WKH�FUHGLW�XQLRQ�VKRXOG�� 
� 
x 'HDO�ZLWK�UHSXWDEOH�EURNHU�GHDOHUV�� 
x (YDOXDWH�WKH�ULVN�� 
x (QWHU�LQWR�D�ZULWWHQ�FRQWUDFW��DQG� 
x 8VH�D�FXVWRGLDO�DJUHHPHQW�� 
� 
Brokered CDs��%URNHUHG�&'V�DUH�VRPHWLPHV�D�SRUWLRQ�RI�D�PDVWHU�&'�WKDW�WKH�EURNHU� 
GHDOHU�SXUFKDVHV�IURP�D�IHGHUDOO\�LQVXUHG�LQVWLWXWLRQ��,I�VR��D�WKLUG�SDUW\�FXVWRGLDQ�KROGV� 
WKH�LQYHVWPHQW�DQG�VHQGV�WKH�FUHGLW�XQLRQ�D�GHSRVLWRU\�UHFHLSW�HYLGHQFLQJ�RZQHUVKLS��7KH� 
LQVXUHG�LVVXLQJ�LQVWLWXWLRQ�PXVW�GRFXPHQW�WKH�ILGXFLDU\�UHODWLRQVKLS�ZLWK�WKH�EURNHU� 

������ 
� 
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GHDOHU�DQG�HYLGHQFH�LQVXUDELOLW\�IRU�LQGLYLGXDO�LQYHVWRUV�RI�WKH�SRRO��7KH�UHTXLUHPHQWV�IRU� 
)',&�SDVV�WKURXJK�LQVXUDQFH�DUH�RXWOLQHG�LQ����&)5������� 
� 
:KHQ�D�FXVWRGLDQ�LV�VDIHNHHSHU�RI�D�&'��W\SLFDOO\�WKH�ERRNV�RI�WKH�&'�LVVXHU�ZLOO�VKRZ� 
WKH�FXVWRGLDQ�³WLWOHG´��DV�RZQHU��RQ�WKH�FHUWLILFDWH�DV�³QRPLQHH�IRU�RWKHUV�´�ZKLOH�WKH� 
ERRNV�RI�WKH�FXVWRGLDQ�VKRZ�WKH�LQYHVWRU��L�H���FUHGLW�XQLRQ��DV�³EHQHILFLDO�RZQHU´�RI�WKH� 
&'��7KLV�SURFHVV��RU�VWULQJ��RI�RZQHUVKLS�LV�FDOOHG�WKH�³FKDLQ�RI�FXVWRG\�´�$�FKDLQ�RI� 
FXVWRG\�FDQ�LQYROYH�PDQ\�SDUWLFLSDQWV�RU�MXVW�D�IHZ��DV�GHVFULEHG�LQ�WKH�H[DPSOH�� 
� 
&UHGLW�XQLRQV�UHO\�RQ�DFFXUDWH�UHFRUG�NHHSLQJ�E\�&'�LVVXHUV��EURNHUV��DQG�FXVWRGLDQV�WR� 
SHUIHFW�WKHLU�EHQHILFLDO�RZQHUVKLS�LQWHUHVW��&UHGLW�XQLRQV�PXVW�UHFHLYH�DGHTXDWH� 
GRFXPHQWDWLRQ�WR�HYLGHQFH�WKHLU�EHQHILFLDO�RZQHUVKLS�LQWHUHVW��'RFXPHQWDWLRQ�LQFOXGHV� 
&'�FRQILUPDWLRQV��VDIHNHHSLQJ�UHFHLSWV��SHULRGLF�VWDWHPHQWV��DQG�RWKHU�FRUUHVSRQGHQFH� 
WKDW�UHDIILUP�WKH�FKDLQ�RI�FXVWRG\�EHWZHHQ�WKH�&'�LVVXHU��WKH�VDIHNHHSHU��DQG�WKH�FUHGLW� 
XQLRQ�� 
� 
Due Diligence for Brokered Funds. &UHGLW�XQLRQ�PDQDJHPHQW�VKRXOG�SHUIRUP�GXH� 
GLOLJHQFH�E\�� 
� 
x 3HUIRUPLQJ�D�EDFNJURXQG�FKHFN�RQ�WKH�EURNHUDJH�ILUP��EURNHU�GHDOHU��DQG�WKH� 

VDIHNHHSHU��FXVWRGLDQ���GRFXPHQWLQJ�WKHLU�ILQDQFLDO�VWDQGLQJ�� 
� 
x (QVXULQJ�WKH�ILUP�DQG�EURNHU�GHDOHU�DUH�UHJLVWHUHG�ZLWK�WKH�6(&��DQG�WKDW�WKH� 

VDIHNHHSHU�LV�UHJLVWHUHG�ZLWK�WKH�6(&�RU�UHJXODWHG�E\�D�IHGHUDO�RU�VWDWH�GHSRVLWRU\� 
LQVWLWXWLRQ�UHJXODWRU\�DJHQF\�� 

� 
x ([HFXWLQJ�D�ZULWWHQ�FXVWRGLDO�DJUHHPHQW�EHIRUH�SHUIRUPLQJ�DQ\�WUDQVDFWLRQ�� 

0DQDJHPHQW�PXVW�XQGHUVWDQG�WKH�FXVWRPHU�DFFRXQW�DJUHHPHQW�DQG�GLVFORVXUH� 
VWDWHPHQW��LQFOXGLQJ�WKH�ILQH�SULQW��SURYLGHG�E\�WKH�EURNHU�EHIRUH�FRPSOHWLQJ�WKH� 
WUDQVDFWLRQ��7KH�DJUHHPHQW�VKRXOG�VSHFLI\�WKH�FXVWRGLDQ�ZLOO��DW�D�PLQLPXP��H[HUFLVH� 
RUGLQDU\�DQG�UHDVRQDEOH�GXH�FDUH�WR�SURWHFW�FUHGLW�XQLRQ�DVVHWV�XQGHU�FXVWRG\�� 

� 
x 2EWDLQLQJ�D�ZULWWHQ�IHH�VWUXFWXUH�GRFXPHQWLQJ�EURNHU�DQG�FXVWRGLDO�VHUYLFHV�� 
� 
x 2EWDLQLQJ�WKH�QDPH�RI�WKH�ILQDQFLDO�LQVWLWXWLRQ�ZKHUH�WKH�IXQGV�ZHUH�GHSRVLWHG�DQG� 

HQVXULQJ�WKDW�LW�LV�IHGHUDOO\�LQVXUHG��ZKLFK�PD\�UHTXLUH�FRQWDFWLQJ�)',&� 
�ZZZ�FRQVXPHU#)',&�JRY��RU�1&8$��ZZZ�SDFDPDLO#QFXD�JRY��� 

� 

������ 
� 
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x 2EWDLQLQJ�D�FRS\�RI�WKH�FHUWLILFDWH�VKRZLQJ�WKH�SULQFLSDO�EDODQFH��UDWH��PDWXULW\��HWF��� 
RU�REWDLQLQJ�D�FRS\�RI�WKH�PRQWKO\�FXVWRPHU�DFFRXQW�VWDWHPHQW�WR�GRFXPHQW�WKH�WHUPV� 
RI�WKH�&'�� 

� 
x 'RFXPHQWLQJ�WKH�FKDLQ�RI�FXVWRG\�WR�HQVXUH�SURSHU�OLVWLQJ�RI�WKH�FUHGLW�XQLRQ�DV�D� 

EHQHILFLDO�RZQHU��7KLV�FDQ�EH�YHULILHG�E\�UHTXHVWLQJ�D�FRS\�RI�WKH�H[DFW�WLWOH�RI�WKH�&'� 
IURP�WKH�EURNHU�DQG�RU�VDIHNHHSHU��DV�LVVXHG�E\�WKH�ILQDQFLDO�LQVWLWXWLRQ��)RU�H[DPSOH�� 
WKH�WLWOH�RQ�WKH�&'�VKRXOG�UHDG��³;<=�6DIHNHHSHU�DV�1RPLQHH�IRU�2WKHUV�´�6XFK� 
ODQJXDJH�DSSHDULQJ�RQ�WKH�DFFRXQW�UHFRUG�RI�WKH�LVVXHU�LQGLFDWHV�WKH�FXVWRGLDQ�LV� 
DFWLQJ�DV�DQ�DJHQW�RQ�EHKDOI�RI�WKH�FUHGLW�XQLRQ�DQG�IRU�RWKHU�GHSRVLWRUV�� 

� 
x (QVXULQJ�SURSHU�UHFRUGLQJ�RI�WKH�FUHGLW�XQLRQ�RQ�WKH�ERRNV�RI�WKH�VDIHNHHSHU��7KLV�FDQ� 

EH�YHULILHG�IURP�VDIHNHHSLQJ�UHFHLSWV��PRQWKO\�VWDWHPHQWV��DQG�RWKHU�FRUUHVSRQGHQFH� 
ZLWK�WKH�FXVWRGLDQ��DQG� 

� 
x 5HFHLYLQJ�FRQILUPDWLRQV�DQG�VDIHNHHSLQJ�UHFHLSWV�IRU�&'�WUDQVDFWLRQV�RQ�D�WLPHO\�DQG� 

FRQVLVWHQW�EDVLV��&UHGLW�XQLRQV�VKRXOG�HQVXUH�FRQVLVWHQW�LQIRUPDWLRQ�DSSHDUV�RQ� 
FRQILUPDWLRQ�DQG�VDIHNHHSLQJ�UHFHLSWV��H�J���LQYHVWRU�QDPH��SULQFLSDO�EDODQFH��UDWH�� 
PDWXULW\���&UHGLW�XQLRQV�VKRXOG�REWDLQ�DQG�UHFRQFLOH�PRQWKO\�VWDWHPHQWV�RI�&'V�KHOG� 
LQ�VDIHNHHSLQJ�� 

� 
*HQHUDOO\��&'�SXUFKDVH�FRQILUPDWLRQV�LQFOXGH�WKH�IROORZLQJ�LQIRUPDWLRQ�� 
� 
x	 1DPH�RI�WKH�EHQHILFLDO�RZQHU�� 
x	 1DPH�RI�WKH�LVVXHU��LGHQWLILFDWLRQ�QXPEHU�RI�WKH�&'��DQG�GRFNHW�QXPEHU�RI�WKH� 

LQVWLWXWLRQ�� 
x	 7UDGH�DQG�VHWWOHPHQW�GDWHV�� 
x	 ,VVXH�GDWH�� 
x	 0DWXULW\�GDWH�� 
x	 &RXSRQ�RU�LQWHUHVW�UDWH�DQG�SD\PHQW�GDWHV�� 
x	 9DULDEOH�LQGH[��UHVHW�IUHTXHQF\��DQG�SD\PHQW�GDWHV�� 
x	 &DOO�GDWH�RU�VWHS�XS�GDWHV��LI�DSSOLFDEOH�� 
x	 %URNHU��VDIHNHHSLQJ��IHHV�RU�FRPPLVVLRQV��DQG� 
x	 <LHOG�FDOFXODWLRQV�XVLQJ�ERQG�HTXLYDOHQW�\LHOG�DQG�DQQXDO�SHUFHQWDJH�\LHOG��QRW�MXVW� 

VLPSOH�LQWHUHVW��� 
� 
6DIHNHHSLQJ�UHFHLSWV�JHQHUDOO\�LQFOXGH�WKH�IROORZLQJ�LQIRUPDWLRQ�� 
� 
x	 'HVFULSWLRQ�RI�WKH�LQYHVWPHQW�� 
x	 1DPH�RI�LVVXLQJ�DQG�VHOOLQJ�EURNHU�GHDOHU�� 

������ 
� 
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x )DFH�DPRXQW��SDU�YDOXH��� 
x 3ULFH�SDLG�� 
x 'DWH�RI�LVVXH�� 
x 0DWXULW\�GDWH�DQG�FDOO�GDWH��LI�DQ\�� 
x &RXSRQ�RU�LQWHUHVW�UDWH�� 
x 7UDGH�DQG�VHWWOHPHQW�GDWHV��DQG� 
x 1DPH�RI�WKH�EHQHILFLDO�RZQHU�� 
� 
&UHGLW�XQLRQV�PXVW�IXOO\�DGGUHVV�DQG�GRFXPHQW�LQVXUDELOLW\�LQ�SRROLQJ�DUUDQJHPHQWV�� 
7KH\�FDQ�QRW�GHSHQG�VROHO\�RQ�WKH�EURNHU�WR�DQDO\]H�WKH�VRXQGQHVV�DQG�LQVXUDELOLW\�RI� 
LVVXLQJ�LQVWLWXWLRQV��QRU�UHO\�RQ�WKH�GHSRVLW�LQVXUDQFH�FRYHUDJH�DV�WKH�RQO\�EDVLV�IRU�WKH� 
GHSRVLW�� 
� 
:ULWWHQ�LQYHVWPHQW�SROLFLHV�PXVW�DGGUHVV�FULWHULD�DQG�WKH�ILQDQFLDO�DQDO\VLV�QHFHVVDU\�WR� 
HQVXUH�VRXQG�LQYHVWPHQW�SUDFWLFHV��,I�IHGHUDO�GHSRVLW�LQVXUDQFH�GRHV�QRW�FRYHU�DOO��RU�D� 
SRUWLRQ�RI�D�GHSRVLW��WKH�FUHGLW�XQLRQ�VKRXOG�DQDO\]H�WKH�FUHGLW�TXDOLW\�RI�WKH�LQVWLWXWLRQ� 
EHIRUH�PDNLQJ�WKH�GHSRVLW��0DQDJHPHQW�PD\�FRQWUDFW�ZLWK�D�UDWLQJ�VHUYLFH�WR�DVVLVW�ZLWK� 
WKLV�DQDO\VLV�� 
� 
Negotiable CDs��)HGHUDO�FUHGLW�XQLRQV�PD\�VHOO�QHJRWLDEOH�&'V�WR�WKLUG�SDUWLHV�EHIRUH� 
PDWXULW\��VXEMHFW�WR�WKH�DSSURSULDWH�UHJXODWLRQV�JRYHUQLQJ�WKH�LVVXLQJ�LQVWLWXWLRQ�� 
&RQYHUVHO\��D�FUHGLW�XQLRQ�FRXOG�SXUFKDVH�D�&'�RI�DQ�HOLJLEOH�LQVWLWXWLRQ�LQ�WKH�VHFRQGDU\� 
PDUNHW��,I�WKH�FUHGLW�XQLRQ�SXUFKDVHG�WKH�&'�DW�D�SUHPLXP��H�J���WKH�SXUFKDVH�SULFH� 
H[FHHGHG�WKH�RULJLQDO��RU�DFFUHGLWHG��LVVXHU�SULFH�� federal deposit insurance does not 
cover WKH�DPRXQW�RI�WKH�SUHPLXP��7KXV��DQ\�SUHPLXP�UHPDLQLQJ�RQ�WKH�FUHGLW�XQLRQ¶V� 
ERRNV�RI�DQ�LQVWLWXWLRQ�WKDW�IDLOHG�EHIRUH�WKH�&'¶V�PDWXULW\�GDWH�PD\�UHTXLUH�ZULWH�RII�� 
� 
/RVV�RI�SUHPLXP�DOVR�FRXOG�RFFXU�ZLWK�ORQJHU�WHUP�LQYHVWPHQWV��H�J���]HUR�FRXSRQ�&'V�� 
WKDW�VRPH�FUHGLW�XQLRQV�SXUFKDVHG�LQ�WKH�VHFRQGDU\�PDUNHW�DW�D�VLJQLILFDQW�SUHPLXP��7KH� 
FUHGLW�XQLRQV�ZRXOG�DOVR�IDFH�UHLQYHVWPHQW�ULVNV�� 
� 
$�FUHGLW�XQLRQ�GRHV�QRW�QHHG�WR�SK\VLFDOO\�KROG�HYHQ�D�QHJRWLDEOH�&'�IRU�VDIHNHHSLQJ�� 
+RZHYHU��D�VHFXULW\�GHDOHU�KROGLQJ�QHJRWLDEOH�&'V�RU��EHDUHU��VHFXULWLHV�SRVHV�ULVNV�� 
� 

7KH�VHFXULW\�GHDOHU�FDQ�ZURQJIXOO\�WUDQVIHU�WKH�LQVWUXPHQWV�WR�D�WKLUG�SDUW\��$�WKLUG� 
SDUW\�SXUFKDVLQJ�WKHVH�LQVWUXPHQWV�IRU�YDOXH��LQ�JRRG�IDLWK��DQG�ZLWKRXW�QRWLFH�RI�DQ\� 
DGYHUVH�FODLP��EHFRPHV�D��ERQD�ILGH�SXUFKDVHU��XQGHU�WKH�8QLIRUP�&RPPHUFLDO�&RGH� 
DQG�FDQ�UHWDLQ�SRVVHVVLRQ�RI�WKH�LQVWUXPHQWV�� 

� 

������ 
� 
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x 7KH�VHFXULW\�GHDOHU�FRXOG�GHFODUH�EDQNUXSWF\�RU�LQVROYHQF\��7KH�FUHGLW�XQLRQ�FRXOG� 
�WUDFH��DQG�FODLP�LWV�VHFXULWLHV�RU�&'V�E\�SURYLQJ�RZQHUVKLS�RI�VSHFLILF�LQVWUXPHQWV�� 
+RZHYHU��QHJRWLDEOH�&'V�UHJLVWHUHG�LQ�VWUHHW�QDPH��UDWKHU�WKDQ�LQ�WKH�FUHGLW�XQLRQ¶V� 
QDPH��PDNHV�UHFRXUVH�PRUH�GLIILFXOW��LI�QRW�LPSRVVLEOH��7KH�NH\�KHUH�LV�IRU�WKH� 
RIILFLDOV�WR�����NQRZ�WKHLU�VDIHNHHSLQJ�FXVWRGLDQ������GRFXPHQW�WKH�ILQDQFLDO�VWDQGLQJ� 
RI�WKH�VDIHNHHSLQJ�FXVWRGLDQ��DQG�����HQVXUH�SURSHU�UHFRUGNHHSLQJ�E\�UHFRQFLOLQJ� 
PRQWKO\�VDIHNHHSLQJ�UHSRUWV�� 

� 
x ,I�WKH�FUHGLW�XQLRQ�H[SHULHQFHV�WKH�ORVV�RI�D�QHJRWLDEOH�&'�RU�VHFXULW\�GXH�WR�D�GHDOHU
 V� 

PLVDSSURSULDWLRQ�RU�EDQNUXSWF\��VXUHW\�ZLOO�PRVW�OLNHO\�QRW�UHLPEXUVH�IRU�WKH�ORVV� 
EHFDXVH�VXUHW\�GRHV�QRW�FRQVLGHU�WKH�VHFXULW\�GHDOHU�WR�EH�D�FUHGLW�XQLRQ�HPSOR\HH�� 

� 
&UHGLW�XQLRQV�VKRXOG�EDODQFH�WKHVH�ULVNV�DJDLQVW�WKH�DGYDQWDJHV�RI�KDYLQJ�D�VHFXULW\� 
GHDOHU�KROG�QHJRWLDEOH�&'V�DQG�VHFXULWLHV�LQ�EHDUHU�IRUP�IRU�VDIHNHHSLQJ��QDPHO\��WKH� 
FUHGLW�XQLRQ�ZLOO�KDYH�OLTXLG�LQYHVWPHQWV�WKDW�WKH\�FDQ�LPPHGLDWHO\�UHGHHP�� 
� 
� 
&UHGLW�XQLRQV�PD\�LQYHVW�LQ�GHSRVLW�QRWH�LVVXHV�E\�D�§�������LQVWLWXWLRQ��H�J���D�QDWLRQDO� 
EDQN���'HSRVLW�QRWHV�DUH�XQVHFXUHG�REOLJDWLRQV�RI�§�������LQVWLWXWLRQV��)HGHUDO�GHSRVLW� 
LQVXUDQFH��WR�����������FRYHUV�D�GHSRVLW�QRWH�LI�WKH�IROORZLQJ�H[LVW�� 
� 
x 7KH�EDQN��LQVWUXPHQW��RU�RIIHULQJ�FLUFXODU�VWDWHV�WKDW�WKH�REOLJDWLRQ�LV�D�GHSRVLW�� 
x 7KH�EDQN
 V�FDOO�UHSRUW�UHSRUWV�LW�DV�D�GHSRVLW��DQG� 
x 7KH�EDQN�SD\V�WKH�)',&�LQVXUDQFH�SUHPLXP�� 
� 
7KH�LVVXLQJ�EDQN�VKRXOG�VWDWH�LQ�ZULWLQJ�WKH�HOLJLELOLW\�UHTXLUHPHQWV�LQ�DQ�RIIHULQJ�FLUFXODU� 
RU�FRQWUDFW�� 

$�EDQN�QRWH�LV�DQ�XQVHFXUHG�DQG�XQLQVXUHG�REOLJDWLRQ�RI�WKH�LVVXLQJ�EDQN��&UHGLW�XQLRQV� 
PD\�LQYHVW�LQ�EDQN�QRWHV�LVVXHG�E\���������LQVWLWXWLRQV�ZLWK�PDWXULWLHV�OHVV�WKDQ�ILYH� 
\HDUV���1&8$¶V�2IILFH�RI�*HQHUDO�&RXQVHO�KDV�GHHPHG�WKHP�SHUPLVVLEOH�DV�GHSRVLWV� 
XQGHU�5HJXODWLRQ�'���+RZHYHU��FUHGLW�XQLRQV�PD\�QRW�LQYHVW�LQ�GHEW�REOLJDWLRQV�RI�D�EDQN� 
KROGLQJ�FRPSDQ\�� 
� 
7KH�FUHGLW�XQLRQ�VKRXOG�FORVHO\�UHYLHZ�DQG�GRFXPHQW�WKH�ILQDQFLDO�VWDWXV�RI�WKH�LVVXHU�RI� 
DQ\�EDQN�QRWH�DQG�DQ\�GHSRVLW�QRWH�ZLWK�DQ�XQLQVXUHG�SRUWLRQ��$V�ZLWK�&'V��D�EURNHU� 
GHDOHU�PD\�LQYHVW�D�SRRO�RI�IXQGV�LQ�D�§�������LQVWLWXWLRQ¶V�GHSRVLW�QRWH��7KH�ULVNV� 
SUHYLRXVO\�VSHFLILHG�IRU�&'�SRROLQJ�DSSO\�HTXDOO\�WR�GHSRVLW�QRWHV�� 
� 

������ 
� 



 

INVESTMENT ANALYSIS
 

Eurodollar 
Deposits 

Yankee 
Deposits 

Bankers’ 
Acceptances 

Mutual 
Savings 
Banks, State 
Banks, Trust 
Companies 

� 
$�(XURGROODU�GHSRVLW�LV�D�GROODU�GHQRPLQDWHG�GHSRVLW�LQ�HLWKHU�D�IRUHLJQ�EUDQFK�RU�D� 
IRUHLJQ�VXEVLGLDU\�RI�D�8QLWHG�6WDWHV�EDQN��RU�LQ�D�IRUHLJQ�EDQN�ORFDWHG�RXWVLGH�WKH�8QLWHG� 
6WDWHV��&UHGLW�XQLRQV�PD\�LQYHVW�RQO\�LQ�IRUHLJQ�EUDQFKHV�RI�SDUHQW�8�6��GHSRVLWRU\� 
LQVWLWXWLRQV�DQG�RQO\�LI�WKH�SDUHQW�8�6��GHSRVLWRU\�LQVWLWXWLRQ�PHHWV�WKH�UHTXLUHPHQWV�RI� 
§�������RI�WKH�FCU Act��)HGHUDO�GHSRVLW�LQVXUDQFH�GRHV�QRW�FRYHU�(XURGROODU�FHUWLILFDWH� 
RI�GHSRVLWV�� 
� 
� 
$�<DQNHH�'ROODU�GHSRVLW�LV�D�GROODU�GHQRPLQDWHG�GHSRVLW�LQ�D�8QLWHG�6WDWHV�EUDQFK�RU� 
VXEVLGLDU\�RI�D�IRUHLJQ�ILQDQFLDO�LQVWLWXWLRQ��&UHGLW�XQLRQV�PD\�LQYHVW�LQ�WKHVH�LQVWLWXWLRQV� 
SXUVXDQW�WR�§�������RI�WKH�FCU Act�LI�WKH�EUDQFK�RU�VXEVLGLDU\�KDV�IHGHUDO�GHSRVLW� 
LQVXUDQFH�RU�RSHUDWHV�LQ�DFFRUGDQFH�ZLWK�WKH�ODZV�RI�D�VWDWH�LQ�ZKLFK�WKH�IHGHUDO�FUHGLW� 
XQLRQ�GRHV�EXVLQHVV�� 
� 
� 
)HGHUDO�GHSRVLW�LQVXUDQFH�GRHV�QRW�FRYHU�WLPH�GUDIWV�GUDZQ�RQ�D�EDQN�FDOOHG�EDQNHUV
 � 
DFFHSWDQFHV��§��������DXWKRUL]HV�LQYHVWPHQWV�LQ�EDQNHUV
 �DFFHSWDQFHV�LVVXHG�E\�§������� 
LQVWLWXWLRQV��%DQNHUV¶�DFFHSWDQFHV�UHSUHVHQW�LUUHYRFDEOH�REOLJDWLRQV�RI�WKH�EDQN�WKDW�DULVH� 
LQ�D�YDULHW\�RI�ZD\V��EXW�JHQHUDOO\��FRUSRUDWH�FXVWRPHUV�RI�WKH�EDQN�XVH�WKHP�LQLWLDOO\�WR� 
�SD\��IRU�JRRGV�DQG�VHUYLFHV��2IWHQ��UHFLSLHQWV�RI�EDQNHU¶V�DFFHSWDQFHV�GLVFRXQW�DQG�WUDGH� 
WKHP�DV�PRQH\�PDUNHW�LQVWUXPHQWV�� 
� 
� 
&UHGLW�XQLRQV�PD\�PDNH�GHSRVLWV�RU�LQYHVWPHQWV�LQ�VKDUHV�RU�DFFRXQWV�RI�PXWXDO�VDYLQJV� 
EDQNV��VWDWH�EDQNV�DQG�WUXVW�FRPSDQLHV�ORFDWHG�LQ�WKH�VWDWH�LQ�ZKLFK�WKH�FUHGLW�XQLRQ�GRHV� 
EXVLQHVV��RU�LQ�ILQDQFLDO�LQVWLWXWLRQV�LQVXUHG�E\�WKH�)',&��)LQDQFLDO�LQVWLWXWLRQV�ORFDWHG�LQ� 
WKH�VWDWH�ZKHUH�WKH�FUHGLW�XQLRQ�GRHV�EXVLQHVV�TXDOLI\�DV�GHSRVLWRULHV�HYHQ�WKRXJK�WKH\�GR� 
QRW�FDUU\�IHGHUDO�GHSRVLW�LQVXUDQFH�� 
� 
7KH�FUHGLW�XQLRQ¶V�ERDUG�RI�GLUHFWRUV�PXVW�DFFHSW�UHVSRQVLELOLW\�IRU�VHOHFWLQJ�WKH�PXWXDO� 
VDYLQJV�EDQNV��VWDWH�EDQNV��DQG�WUXVW�FRPSDQLHV��DQG�IRU�GHWHUPLQLQJ�WKH�DPRXQW�WKH\�ZLOO� 
LQYHVW�LQ�HDFK��([DPLQHUV�PD\�GHFLGH�WR�GLVFXVV�WKH�DGYDQWDJHV�RI�SODFLQJ�IXQGV�LQ� 
LQVXUHG�LQVWLWXWLRQV��+RZHYHU��WKH\�VKRXOG�QRW�WDNH�H[FHSWLRQ�LI�WKH�FUHGLW�XQLRQ�LQYHVWV�LQ� 
QRQ�LQVXUHG�LQVWLWXWLRQV�LQ�WKH�VWDWH�ZKHUH�WKH�FUHGLW�XQLRQ�GRHV�EXVLQHVV��DVVXPLQJ�WKDW� 
UHDVRQDEOH�OLPLWV�DV�WR�WKH�DPRXQWV�LQYHVWHG�ZLWK�HDFK�LQVWLWXWLRQ�JRYHUQ�WKHVH� 
LQYHVWPHQWV��$V�ZLWK�RWKHU�XQLQVXUHG�LQYHVWPHQWV��WKH�FUHGLW�XQLRQ�PXVW�IXOO\�DQDO\]H�WKH� 
FUHGLW�TXDOLW\�RI�WKH�LQVWLWXWLRQ���6HH����������H���� 
� 
� 

������ 
� 



 

Loans to 
Other Credit 
Unions 

State and 
Municipal 
Obligations 

Repurchase 
Transactions 

INVESTMENT ANALYSIS
 

&UHGLW�XQLRQV�UHFRUG�ORDQV�WR�QRQPHPEHU�FUHGLW�XQLRQV�VHSDUDWHO\�IURP�ORDQV�PDGH�WR� 
WKHLU�PHPEHUV��7KH\�PXVW�FRPSO\�ZLWK�WKH�OLPLWDWLRQV�DQG�UHVWULFWLRQV��QRW�WR�H[FHHG���� 
SHUFHQW�RI�SDLG�LQ�DQG�XQLPSDLUHG�FDSLWDO�DQG�VXUSOXV��VHW�IRUWK�LQ���������RI�WKH�FCU 
Act�� 
� 
7KH�ERDUG��WKH�H[HFXWLYH�FRPPLWWHH��RU�WKH�FUHGLW�XQLRQ
 V�LQYHVWPHQW�FRPPLWWHH�PXVW� 
SURSHUO\�DXWKRUL]H�ORDQV�WR�QRQPHPEHU�FUHGLW�XQLRQV��7KH�DJJUHJDWH�RI�WKHVH�ORDQV�PD\� 
QRW�H[FHHG�WKH�OHJDO�OLPLW��DQG�D�VLJQHG�QRWH�PXVW�HYLGHQFH�WKH�ORDQ�����������RI�WKH�FCU 
Act.��:KHQ�WKH�FUHGLW�XQLRQ�KDV�QRW�PHW�WKHVH�UHTXLUHPHQWV��WKH�H[DPLQHU�VKRXOG�LQIRUP� 
WKH�RIILFLDOV��UHDFK�DSSURSULDWH�DJUHHPHQWV��DQG�FRPPHQW�LQ�WKH�H[DPLQDWLRQ�UHSRUW�� 
� 
� 
&UHGLW�XQLRQV�PD\�LQYHVW�LQ�VWDWH�DQG�PXQLFLSDO�VHFXULWLHV�DXWKRUL]HG�LQ�§�������N��RI�WKH� 
FCU Act��0RVW�PXQLFLSDO��PXQL��ERQGV�UHFHLYH�D�FUHGLW�UDWLQJ�IURP�D�UDWLQJ�VHUYLFH��D� 
QDWLRQDOO\�UHFRJQL]HG�VWDWLVWLFDO�UDWLQJ�RUJDQL]DWLRQ���NCUA Rules and Regulations� 
���������I��SHUPLWV�LQYHVWPHQW�RQO\�LQ�WKRVH�PXQL�ERQGV�UDWHG�LQ�WKH�WRS�IRXU�UDWLQJV� 
FDWHJRULHV��H�J���%%%��$��$$��RU�$$$���:KHQ�HYDOXDWLQJ�FUHGLW�ULVN��H[DPLQHUV�VKRXOG� 
UHYLHZ�ERQG�UDWLQJV�DVVLJQHG�WR�PXQLV�LQ�WKH�SRUWIROLR��)XUWKHU����������N��OLPLWV� 
REOLJDWLRQV�RI�DQ\�RQH�LVVXHU��H[FHSW�JHQHUDO�REOLJDWLRQV�RI�WKH�LVVXHU��WR�QR�JUHDWHU�WKDQ� 
���SHUFHQW�RI�WKH�FUHGLW�XQLRQ
 V�XQLPSDLUHG�FDSLWDO�DQG�VXUSOXV��7KLV�PHDQV�UHYHQXH� 
ERQGV��HYHQ�ZKHQ�LQVXUHG��DUH�VXEMHFW�WR�WKH�SHUFHQW�OLPLW�� 
� 
6WDWHV�DQG�PXQLFLSDOLWLHV�JHQHUDOO\�LVVXH�WKHLU�REOLJDWLRQV�DW�ORZHU�LQWHUHVW�UDWHV�EHFDXVH� 
RI�WKH�XQLTXH�WD[�DGYDQWDJH�WR�VHFXULW\�KROGHUV��6LQFH�FUHGLW�XQLRQV�GR�QRW�SD\�LQFRPH� 
WD[HV��WKHUH�LV�QR�RIIVHW�WR�WKH�ORZHU�\LHOG�DQG��WKHUHIRUH��QR�ILQDQFLDO�DGYDQWDJH�WR� 
LQYHVWLQJ�LQ�WKHVH�WD[�H[HPSW�VHFXULWLHV��7D[DEOH�UHYHQXH�ERQGV�KDYH�QR�WD[�H[HPSWLRQ�� 
EXW�JHQHUDOO\�FDUU\�JUHDWHU�FUHGLW�ULVN�WKDQ�GR�JHQHUDO�REOLJDWLRQ�ERQGV�� 
� 
� 
,Q�D�UHSXUFKDVH�WUDQVDFWLRQ�WKH�FUHGLW�XQLRQ�DJUHHV�WR�SXUFKDVH�D�VHFXULW\�IURP�D� 
FRXQWHUSDUW\�DQG�WR�UHVHOO�WKH�VDPH�RU�DQ�LGHQWLFDO�VHFXULW\�WR�WKDW�FRXQWHUSDUW\�DW�D� 
VSHFLILHG�IXWXUH�GDWH�DQG�DW�D�VSHFLILHG�SULFH��§��������L��DXWKRUL]HV�FUHGLW�XQLRQV�WR�HQWHU� 
LQWR�UHSXUFKDVH�WUDQVDFWLRQV�ZLWKLQ�WKH�IROORZLQJ�OLPLWDWLRQV�� 
� 
x 7KH�UHSXUFKDVH�VHFXULWLHV�FRQVLVW�RI�SHUPLVVLEOH�LQYHVWPHQWV�IRU�D�IHGHUDO�FUHGLW� 

XQLRQ�� 
� 
x 7KH�FUHGLW�XQLRQ�UHFHLYHV�D�GDLO\�DVVHVVPHQW�RI�WKH�PDUNHW�YDOXH�RI�WKH�UHSXUFKDVH� 

VHFXULWLHV��LQFOXGLQJ�DFFUXHG�LQWHUHVW��DQG�PDLQWDLQV�DQ�DGHTXDWH�PDUJLQ�WKDW�UHIOHFWV�D� 
ULVN�DVVHVVPHQW�RI�WKH�UHSXUFKDVH�VHFXULWLHV�DQG�WKH�WHUP�RI�WKH�WUDQVDFWLRQ��DQG� 

������ 
� 





 

INVESTMENT ANALYSIS
 

Commitments 
to Purchase 
or Sell 
Securities 

Standby 
Commitment 

� 
x 7KH�FUHGLW�XQLRQ�KDV�HQWHUHG�LQWR�VLJQHG�FRQWUDFWV�ZLWK�DOO�DSSURYHG�FRXQWHU�SDUWLHV�� 
� 
7KH�H[DPLQHU�PD\�UHYLHZ�WKH�FUHGLW�XQLRQ
 V�ILOH�WR�GHWHUPLQH�WKDW�LW�FRQWDLQV�D�ZULWWHQ� 
FXVWRGLDO�DJUHHPHQW�DV�ZHOO�DV�FRSLHV�RI�WKH�VDIHNHHSLQJ�UHFHLSWV��7KH�)HGHUDO�5HVHUYH� 
%RRN�(QWU\�6\VWHP�FRXOG�UHFRUG�WKH�FUHGLW�XQLRQ�DV�WKH�RZQHU�RI�WKH�VHFXULW\��$V�ZLWK� 
SK\VLFDO�VHFXULWLHV��WKLUG�SDUW\�FRQWURO�IXUWKHU�PLQLPL]HV�FXVWRGLDO�ULVNV�� 
� 
7KH�FUHGLW�XQLRQ�HQWHULQJ�LQWR�WKH�UHSXUFKDVH�WUDQVDFWLRQ�XVXDOO\�UHTXLUHV�FROODWHUDO�ZLWK�D� 
VHFXULW\�YDOXH�LQ�H[FHVV�RI�WKH�DPRXQW�RI�FDVK�GHOLYHUHG��DQ�DPRXQW�RIWHQ�FDOOHG�WKH� 
³KDLUFXW�´�)RU�H[DPSOH��IRU������������LQ�FDVK��WKH�FUHGLW�XQLRQ�PD\�UHTXLUH�VHFXULWLHV� 
YDOXHG�DW������������WR�FROODWHUDOL]H�WKH�WUDQVDFWLRQ��7KLV��KDLUFXW��JHQHUDOO\�UDQJHV�IURP� 
WZR�WR�ILYH�SHUFHQW�DQG�SURWHFWV�WKH�FDVK�SDUWLFLSDQW
 V�FROODWHUDO�SRVLWLRQ�LI�IDLU�YDOXHV� 
FKDQJH��7KH�FUHGLW�XQLRQ�PXVW�PRQLWRU�WKH�FROODWHUDO
 V�PDUNHW�YDOXH��,I�WKH�YDOXH� 
GHFUHDVHV�UHODWLYH�WR�WKH�FDVK�RXWVWDQGLQJ��WKH�FUHGLW�XQLRQ�VKRXOG�UHTXHVW�D�PDUJLQ�FDOO� 
DQG�UHTXLUH�WKH�VHFXULWLHV�OHQGHU�WR�SURYLGH�DGGLWLRQDO�FROODWHUDO��5HVSRQVLELOLW\�IRU� 
UHSD\LQJ�WKH�IXQGV�XOWLPDWHO\�UHVWV�ZLWK�WKH�FRXQWHU�SDUW\�WR�WKH�WUDQVDFWLRQ��PDNLQJ�WKDW� 
SDUW\¶V�UHSXWDWLRQ��DELOLW\�WR�SD\��LPSRUWDQW�WR�RWKHUV�LQ�WKH�WUDQVDFWLRQ��)',&�LQVXUDQFH� 
GRHV�QRW�FRYHU�UHSXUFKDVH�DJUHHPHQWV�DQG�D�VHFRQGDU\�PDUNHW�IRU�UHSXUFKDVH�DJUHHPHQWV� 
GRHV�QRW�H[LVW�� 
� 
� 
Under §���������FUHGLW�XQLRQV�PD\�QRW�LQYHVW�LQ�IRUZDUG�FRPPLWPHQWV�WR�SXUFKDVH�RU� 
VHOO�D�VHFXULW\��&RPPLWPHQWV�WR�SXUFKDVH�RU�VHOO�VHFXULWLHV��IRUZDUG�FRPPLWPHQWV�� 
UHSUHVHQW�FRQWLQJHQW�OLDELOLWLHV��� 
� 
§��������SHUPLWV�WKH�SXUFKDVH�RU�VDOH�RI�D�VHFXULW\�DV�ORQJ�DV�WKH�GHOLYHU\�RI�WKH�VHFXULW\� 
LV�E\�UHJXODU�ZD\�VHWWOHPHQW��5HJXODU�ZD\�VHWWOHPHQW�PHDQV�GHOLYHU\�RI�D�VHFXULW\�IURP�D� 
VHOOHU�WR�D�EX\HU�ZLWKLQ�WKH�WLPH�IUDPH�WKDW�WKH�VHFXULWLHV�LQGXVWU\�KDV�HVWDEOLVKHG�IRU�WKDW� 
W\SH�RI�VHFXULW\�� 
� 
)RU�H[DPSOH��UHJXODU�ZD\�VHWWOHPHQW�RI�PRUWJDJH�EDFNHG�VHFXULWLHV�RFFXUV�RQFH�D�PRQWK� 
DFFRUGLQJ�WR�D�VFKHGXOH�RI�7KH�%RQG�0DUNHW�$VVRFLDWLRQ��36$��VHWWOHPHQW�GDWHV��:KLOH�D� 
UHJXODU�ZD\�VHWWOHPHQW�LQ�D�PRUWJDJH�EDFNHG�VHFXULW\�WUDQVDFWLRQ�LV�SHQGLQJ��WKH�FUHGLW� 
XQLRQ�VKRXOG�DFFRXQW�IRU�WKH�WUDQVDFWLRQ�LQ�DFFRUGDQFH�ZLWK�*$$3�� 
� 
� 
*HQHUDOO\��D�VWDQGE\�FRPPLWPHQW�FRQVLVWV�RI�DQ�DJUHHPHQW�WR�SXUFKDVH�RU�VHOO�D�VHFXULW\� 
DW�D�IXWXUH�GDWH��ZKHUHE\�WKH�SXUFKDVHU�PXVW�DFFHSW�GHOLYHU\�RI�WKH�VHFXULW\�DW�WKH�VHOOHU V� 
RSWLRQ��7R�LQGXFH�WKH�SXUFKDVHU�WR�EX\�DW�WKH�VHOOHU
 V�RSWLRQ��WKH�VHOOHU�SD\V�D�QRQ� 

������ 
� 



Cash Forward 
Agreement 

Short Sale 

Pair-Off 
Transactions 

Reverse 
Repurchase 
Transactions 

INVESTMENT ANALYSIS
 

UHIXQGDEOH�RSWLRQ�SUHPLXP�FDOOHG�D��FRPPLWPHQW�IHH���,I�WKH�PDUNHW�SULFH�RI�WKH�VHFXULW\� 
RQ�VHWWOHPHQW�GDWH�KDV�LQFUHDVHG��WKH�VHOOHU�ZRXOG�QRW�H[HUFLVH�WKH�RSWLRQ��EXW�ZRXOG�VHOO� 
WKH�VHFXULW\�HOVHZKHUH��7KH�SXUFKDVHU�ZRXOG�WKHQ�UHFRJQL]H�WKH�FRPPLWPHQW�IHH�DV� 
LQFRPH��� 
� 
([DPLQHUV�VKRXOG�UHYLHZ�GRFXPHQWDWLRQ�UHTXLUHG�E\�§�������L��IRU�ORQJ�SRVLWLRQV�LQ� 
ILQDQFLDO�SXW�RSWLRQ�FRQWUDFWV��§��������D��SURKLELWV�DOO�ILQDQFLDO�GHULYDWLYHV��H[FHSW�DV� 
SURYLGHG�XQGHU�§�������L��IRU�WKH�SXUFKDVH�RI�FHUWDLQ�ILQDQFLDO�SXW�RSWLRQ�FRQWUDFWV��DOVR� 
FDOOHG�VWDQGE\�FRPPLWPHQWV��WR�PDQDJH�ULVN�RI�ORVV�WKURXJK�D�GHFUHDVH�LQ�YDOXH�RI�LWV� 
FRPPLWPHQWV�WR�RULJLQDWH�UHDO�HVWDWH�ORDQV�� 
� 
� 
$�FDVK�IRUZDUG�DJUHHPHQW�UHSUHVHQWV�D�ILUP�FRPPLWPHQW�IRU�D�SXUFKDVHU�WR�EX\�DQG�D� 
VHOOHU�WR�VHOO�DQ�DJUHHG�XSRQ�VHFXULW\�RQ�D�VSHFLILHG�VHWWOHPHQW�GDWH��$�FRPPLWPHQW�IHH� 
GRHV�QRW�SDVV�IURP�WKH�VHOOHU�WR�WKH�SXUFKDVHU��$�FDVK�IRUZDUG�DJUHHPHQW�H[WHQGV�EH\RQG� 
WKH�WHUP�RI�D�UHJXODU�ZD\�VHWWOHPHQW��WKHUHIRUH��D�IHGHUDO�FUHGLW�XQLRQ�PD\�QRW�HQWHU�LQWR�D� 
FDVK�IRUZDUG�DJUHHPHQW�IRU�D�VHFXULW\�� 
� 
� 
$�VKRUW�VDOH�LV�D�IRUZDUG�FRPPLWPHQW�WR�VHOO�D�VHFXULW\�WKDW�WKH�VHOOHU�GRHV�QRW�RZQ��6KRUW� 
VDOHV�VHOOHUV�VSHFXODWH�WKDW�PDUNHW�SULFHV�ZLOO�GHFOLQH�EHIRUH�WKH�VHWWOHPHQW�GDWH��7KXV�� 
WKH\�FDQ�SXUFKDVH�D�OHVV�H[SHQVLYH�VHFXULW\�WR�PHHW�WKH�FRPPLWPHQW�WR�VHOO�DQG�UHDOL]H�D� 
JDLQ��,I��KRZHYHU��WKH�PDUNHW�SULFH�LQFUHDVHV��WKH�VHOOHU�LQFXUV�D�ORVV�LQ�PHHWLQJ�WKH� 
FRPPLWPHQW��§��������SURKLELWV�D�IHGHUDO�FUHGLW�XQLRQ�IURP�HQJDJLQJ�LQ�VKRUW�VDOHV�� 
� 
� 
$�SDLU�RII�WUDQVDFWLRQ�PDWFKHV�RU�QHWV�WKH�FRPPLWPHQWV�WR�SXUFKDVH�DQG�WR�VHOO�VHFXULWLHV�� 
3DUWLFLSDQWV�LQ�SDLU�RII�WUDQVDFWLRQV�RIWHQ�GR�QRW�WDNH�GHOLYHU\�RI�WKH�VHFXULW\�SXUFKDVHG�� 
EXW�VSHFXODWH�WKDW�WKH�PDUNHW�SULFH�ZLOO�LQFUHDVH�EHIRUH�VHWWOHPHQW�GDWH�UHVXOWLQJ�LQ�D�JDLQ� 
IURP�LWV�VDOH��0DQ\�WLPHV��SDUWLFLSDQWV�PDNH�WKH�FRPPLWPHQW�WR�VHOO�DQG�WKH�FRPPLWPHQW� 
WR�SXUFKDVH�RQ�WKH�VDPH�GD\��§��������O��VSHFLILHV�UHTXLUHPHQWV�IRU�D�FUHGLW�XQLRQ�WR� 
WUDGH�VHFXULWLHV�LQFOXGLQJ�ZKHQ�LVVXHG�WUDGLQJ�DQG�SDLU�RII�WUDQVDFWLRQV��&UHGLW�XQLRQV� 
PXVW�UHFRUG�WKHVH�WUDQVDFWLRQV�DW�IDLU�YDOXH�RQ�WKH�WUDGH�GDWH�� 
� 
� 
$�UHYHUVH�UHSXUFKDVH�WUDQVDFWLRQ��UHYHUVH�UHSR��LV�D�WUDQVDFWLRQ�E\�D�FUHGLW�XQLRQ�LQ�ZKLFK� 
WKH�FUHGLW�XQLRQ�DJUHHV�WR�VHOO�D�VHFXULW\�WR�D�FRXQWHU�SDUW\�DQG�WR�UHSXUFKDVH�WKH�VDPH�RU� 
DQ�LGHQWLFDO�VHFXULW\�IURP�WKDW�FRXQWHU�SDUW\�DW�D�VSHFLILHG�IXWXUH�GDWH�DQG�DW�D�VSHFLILHG� 
SULFH��,Q�HIIHFW��WKH�FUHGLW�XQLRQ�LQFXUV�D�ERUURZLQJ�FROODWHUDOL]HG�E\�D�PDUNHWDEOH� 
VHFXULW\�� 

������ 
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� 
&UHGLW�XQLRQV�PD\�XVH�IXQGV�JHQHUDWHG�E\�D�UHYHUVH�UHSR�WR�����PHHW�OLTXLGLW\�QHHGV��VXFK� 
DV�VKDUH�RU�ORDQ�GHPDQGV��RU�����SXUFKDVH�RWKHU�VHFXULWLHV�ZLWK�D�\LHOG�KLJKHU�WKDQ�WKH� 
ERUURZLQJ�UDWH�RI�WKH�UHYHUVH�UHSR��RIWHQ�FDOOHG�D�VSUHDG�WUDGH�RU�³DUELWUDJH�´��:KHQ� 
HQJDJLQJ�LQ�WKH�ODWWHU��WKH�FUHGLW�XQLRQ�PXVW�FRPSO\�ZLWK�VWDWXWRU\�OLPLWDWLRQV��$Q\� 
VHFXULW\�SXUFKDVHG�ZLWK�WKH�IXQGV�REWDLQHG�IURP�WKH�WUDQVDFWLRQ�RU�WKH�VHFXULWLHV� 
FROODWHUDOL]LQJ�WKH�WUDQVDFWLRQ�PXVW�KDYH�D�PDWXULW\�GDWH�QRW�ODWHU�WKDQ�WKH�PDWXULW\�GDWH� 
IRU�WKH�UHYHUVH�UHSR�WUDQVDFWLRQ�DQG�EH�SHUPLVVLEOH�LQYHVWPHQWV�XQGHU�3DUW������$�UHYHUVH� 
UHSR�WUDQVDFWLRQ�LV�D�ERUURZLQJ�WUDQVDFWLRQ�VXEMHFW�WR�WKH�DJJUHJDWH�ERUURZLQJ�OLPLW�RI���� 
SHUFHQW�RI�D�FUHGLW�XQLRQ
 V�XQLPSDLUHG�FDSLWDO�DQG�VXUSOXV�VSHFLILHG�LQ�§�������RI�WKH�FCU 
Act�� 
� 

Example��$�FUHGLW�XQLRQ�RZQV�D������������7UHDVXU\�VHFXULW\�ZLWK�D�� 
��SHUFHQW�FRXSRQ�UDWH��YDOXHG�DW�SDU��7KH�FUHGLW�XQLRQ�HQWHUV�LQWR�D�UHYHUVH�UHSR��ERUURZLQJ���� 
PLOOLRQ��FROODWHUDOL]HG�E\�WKH�7UHDVXU\�VHFXULW\��DW�����SHUFHQW�IRU����GD\V��7KH�FUHGLW�XQLRQ� 
DOVR�SXUFKDVHV�D����GD\�WLPH�FHUWLILFDWH�SD\LQJ�����SHUFHQW��DOVR�PDWXULQJ�LQ����GD\V��7KXV�� 
WKH�FUHGLW�XQLRQ�HDUQV�D�����SHUFHQW�VSUHDG��WKH�GLIIHUHQFH�EHWZHHQ�WKH�FRVW�RI�WKH�IXQGV� 
ERUURZHG������SHUFHQW��DQG�WKH�LQFRPH�HDUQHG������SHUFHQW��� 

� 
,I�WKH�H[DPLQHU�ILQGV�D�FUHGLW�XQLRQ�HQWHULQJ�LQWR�UHYHUVH�UHSR�WUDQVDFWLRQV�ZLWK�WKH�LQWHQW� 
RI�HDUQLQJ�D�SRVLWLYH�VSUHDG�E\�UHLQYHVWLQJ�WKH�IXQGV��WKH�H[DPLQHU�VKRXOG�GHWHUPLQH�LI� 
WKH�FUHGLW�XQLRQ�DFWXDOO\�UHDOL]HV�D�SRVLWLYH�HDUQLQJV�VSUHDG�� 
� 
7KH�FUHGLW�XQLRQ�PXVW�UHWDLQ�VLJQHG�FRQWUDFWV�ZLWK�DOO�DSSURYHG�FRXQWHU�SDUWLHV�� 
([DPLQHUV�VKRXOG�HQFRXUDJH�PDVWHU�FRQWUDFWV��L�H���7KH�%RQG�0DUNHW�$VVRFLDWLRQ� 
�IRUPHUO\�FDOOHG�36$��$JUHHPHQWV��FRYHULQJ�WKH�GDWHV�DQG�UHVSRQVLELOLWLHV�RI�HDFK�SDUW\�� 
&RQILUPDWLRQV�XQGHU�WKH�PDVWHU�FRQWUDFW�FRQVWLWXWH�HYLGHQFH�RI�LQGLYLGXDO�UHYHUVH�UHSR� 
WUDQVDFWLRQV��$�WUDGH�VKHHW��UDWKHU�WKDQ�ZULWWHQ�DJUHHPHQWV�EHWZHHQ�D�EURNHU�DQG�WKH�FUHGLW� 
XQLRQ��GRHV�QRW�FRQVWLWXWH�DFFHSWDEOH�HYLGHQFH�� 
� 
6LQFH�UHYHUVH�UHSRV�UHSUHVHQW�ERUURZLQJV�E\�WKH�FUHGLW�XQLRQ��FUHGLW�XQLRQV�PXVW�UHFRUG� 
WKHP�DV�QRWHV�SD\DEOH�DQG�WKH�ERDUG�RI�GLUHFWRUV�RU�H[HFXWLYH�FRPPLWWHH�VKRXOG�DSSURYH� 
WKHP��7KH�LQYHVWPHQW�FRPPLWWHH�FDQQRW�DXWKRUL]H�ERUURZLQJ�WKURXJK�D�UHYHUVH�UHSR�� 
� 
7KH�FUHGLW�XQLRQ�PXVW�SURSHUO\�UHFRUG�UHYHUVH�UHSRV��WKH�LQFRPH�DSSOLFDEOH�WR�WKH�UHODWHG� 
LQYHVWPHQW��DQG�WKH�LQWHUHVW�RQ�WKH�QRWHV�SD\DEOH��*$$3�SURYLGHV�JXLGDQFH�RQ�WKH�SURSHU� 
DFFRXQWLQJ�WUHDWPHQW�IRU�UHSXUFKDVH�WUDQVDFWLRQV��6)$6�1R������DQG������� 
� 
)RU�H[DPLQDWLRQ�DQDO\VLV�DQG�&$0(/�UDWLQJ�SXUSRVHV��H[DPLQHUV�PXVW�XVH�*$$3� 
GHWHUPLQHG�WRWDO�DVVHWV��([DPLQHUV�VKRXOG�QRWH�WKDW�WKH�H[LVWHQFH�RI�UHYHUVH�UHSRV�FDQ����� 
FDXVH�PDWHULDO�FKDQJHV�LQ�WKH�DVVHW�VL]H�RI�WKH�FUHGLW�XQLRQ������DIIHFW�DQ\�UDWLR�WKDW�XVHV� 
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DYHUDJH�DVVHWV�RU�WRWDO�DVVHWV��DQG�����GLVWRUW�WKH�WUHQGV�DQG�UDWLRV�RI�WKH�PRVW�UHFHQW� 
)LQDQFLDO�3HUIRUPDQFH�5HSRUW��)35���� 
� 
'XULQJ�WKH�SHULRG��XVXDOO\�D�VKRUW�GXUDWLRQ�RI����WR�����GD\V��RI�VSUHDG�WUDQVDFWLRQV�� 
UHYHUVH�UHSRV�ZLOO�LQFUHDVH�WRWDO�DVVHWV�E\�WKH�FRPPLWWHG�DPRXQW��7KH�LQYHVWPHQW��ZKLFK� 
PD\�EH�PDWHULDO��UHPDLQV�RQ�WKH�FUHGLW�XQLRQ
 V�ERRNV�ZKLOH��DW�WKH�VDPH�WLPH��WKH�FUHGLW� 
XQLRQ�HVWDEOLVKHV�D�QRWHV�SD\DEOH�DFFRXQW�DQG�DQ�DVVHW�DFFRXQW�IRU�WKH�DPRXQW�RI�WKH� 
WUDQVDFWLRQ��$W�WKH�HQG�RI�WKH�WUDQVDFWLRQ�WHUP��WKH�FUHGLW�XQLRQ�ZLOO�UHGXFH�WKH�OLDELOLW\� 
DFFRXQW�DQG�WKH�DVVHW�DFFRXQW�DFFRUGLQJO\��ZKLOH�WKH�LQYHVWPHQW�DFFRXQW�UHPDLQV� 
XQFKDQJHG�� 
� 
$V�DQ�DOWHUQDWLYH��FUHGLW�XQLRQV�PD\�HQJDJH�LQ�VHFXULWLHV�OHQGLQJ�WUDQVDFWLRQV��L�H���³ERQGV� 
ERUURZHG´�DJUHHPHQWV���7KHVH�JHQHUDOO\�FRQVLVW�RI�YHU\�VKRUW�WHUP�OHQGLQJ�DFWLYLWLHV�LQ� 
ZKLFK�WKH�FUHGLW�XQLRQ�UHOHDVHV�FRQWURO�RI�LQYHVWPHQW�JUDGH�VHFXULWLHV�LQ�H[FKDQJH�IRU�D� 
SURPLVH�IRU�UHSD\PHQW��DQG�UHFHLYHV�D�IHH�IRU�WKH�UHODWHG�ULVNV��,Q�VRPH�FDVHV��WKH�FUHGLW� 
XQLRQ�PXVW�UHFRUG�D�VHFXULWLHV�OHQGLQJ�WUDQVDFWLRQ�LQ�LWV�ILQDQFLDO�VWDWHPHQW��VLPLODU�WR�D� 
UHYHUVH�UHSXUFKDVH�WUDQVDFWLRQ��DV�D�QRWHV�UHFHLYDEOH�DQG�D�VHFXULWLHV�OHQGLQJ��³ERQGV� 
ERUURZHG´��FUHGLW��� 
� 
7KH�H[DPLQHU�VKRXOG�HQVXUH�WKDW�WKH�FUHGLW�XQLRQ�DGHTXDWHO\�GLVFORVHV�DQ\�VHFXULWLHV� 
OHQGLQJ��³ERQGV�ERUURZHG¶��WUDQVDFWLRQV��,Q�DGGLWLRQ��FUHGLW�XQLRQ�RIILFLDOV�VKRXOG�UHYLHZ� 
WKH�ERUURZHU
 V�ILQDQFLDO�FRQGLWLRQ��� 
� 
� 
���������E��SURKLELWV�FUHGLW�XQLRQV�IURP�HQJDJLQJ�LQ�DGMXVWHG�WUDGLQJ��$GMXVWHG�WUDGLQJ� 
DOVR�PD\�YLRODWH�DSSOLFDEOH�VWDWXWRU\�SURYLVLRQV�EHFDXVH�LW�GRHV�QRW�����PHHW��IXOO�DQG�IDLU� 
GLVFORVXUH��UHTXLUHPHQWV������UHFRUG�ORVVHV�LQ�D�WLPHO\�PDQQHU��RU�����IDLUO\�SUHVHQW�WKH� 
ILQDQFLDO�FRQGLWLRQ�WR�PHPEHUV��FUHGLWRUV��DQG�WKH�UHJXODWRU�� 
� 
:KHQ�UHYLHZLQJ�LQYHVWPHQWV��WKH�H[DPLQHU�VKRXOG�ORRN�IRU�LQGLFDWLRQV�WKDW�WKH�FUHGLW� 
XQLRQ�SXUFKDVHG�RU�VROG�VHFXULWLHV�DW�RWKHU�WKDQ�³DW�PDUNHW´�SULFHV��ZKLFK�FRXOG�HYLGHQFH� 
DGMXVWHG�WUDGLQJ��7KH�H[DPLQHU�VKRXOG�WHVW�VHYHUDO�SXUFKDVHV�RU�VDOHV�LI�LQGLFDWLRQV�H[LVW� 
WKDW�D�VHFXULW\�WUDQVDFWLRQ�ZDV�QRW�DW�PDUNHW��([DPLQHUV�FDQ�YHULI\�VDOHV�SULFHV�XVLQJ�WKH� 
Wall Street Journal�RU�DQRWKHU�UHOLDEOH�SDSHU�DV�RI�WKH�VDOHV�GDWH��RU�E\�FRQWDFWLQJ�D� 
EURNHU�GHDOHU�� 
� 
7KH�H[DPLQHU�VKRXOG�DQDO\]H�SUREOHPV�QRWHG��,Q�WKH�SDVW��SUREOHPV�LQ�DGMXVWHG�WUDGLQJ� 
RFFXUUHG�ZLWK�EURNHU�GHDOHUV�ZKR�ZHUH�QRW�UHJLRQDO�RU�ZKR�GLG�QRW�KDYH�D�UHSXWDWLRQ�IRU� 
NQRZLQJ�WKHLU�FXVWRPHUV�� 
� 
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Impermissible 
or Unsuitable 
Investments 

7KH�WZR�PRVW�FRPPRQ�PHWKRGV�RI�DGMXVWHG�WUDGLQJ�DUH�� 
� 
x	 Adjusted trading or overtrading. :KHQ�PDUNHW�SULFHV�GHFOLQH��FUHGLW�XQLRQV�PD\� 

IDFH�LQYHVWPHQW�ORVVHV�LI�����WKH\�PXVW�VHOO�WKHLU�VHFXULWLHV�RU�����PXVW�PHHW� 
FRPPLWPHQWV�WR�SXUFKDVH�VHFXULWLHV�ZLWKRXW�KDYLQJ�DYDLODEOH�IXQGV�WR�GR�VR��7R�DYRLG� 
WKHVH�ORVVHV��D�FUHGLW�XQLRQ�PLJKW�HQWHU�LQWR�DQ�DJUHHPHQW�ZLWK�LWV�EURNHU�WR�WUDQVIHU�RU� 
WR�KLGH�WKH�ORVV�LQ�DQRWKHU�WUDQVDFWLRQ��6XFK�DQ�DGMXVWHG�WUDGH�YLRODWHV�NCUA Rules 
and Regulations�� 

� 
Example��7KH�FUHGLW�XQLRQ�RZQV�,QYHVWPHQW�$�ZLWK�D�ERRN�YDOXH�RI����DQG�D�PDUNHW� 
YDOXH�RI�����7KH�EURNHU�RZQV�,QYHVWPHQW�%�ZLWK�D�IDLU�YDOXH�RI�����1HHGLQJ�IXQGV��WKH� 
FUHGLW�XQLRQ�GHFLGHV�WR�VHOO�6HFXULW\�$��EXW�GRHV�QRW�ZLVK�WR�LQFXU�WKH�ORVV�RI�WZR�SRLQWV�� 
7KH�EURNHU�DJUHHV�WR�SXUFKDVH�WKH�LQYHVWPHQW�DW�ERRN�YDOXH��KRZHYHU��LQ�UHWXUQ��WKH�FUHGLW� 
XQLRQ�DJUHHV�WR�SXUFKDVH�6HFXULW\�%�XVLQJ�D�IRUZDUG�FRPPLWPHQW�IRU�����RU�WZR�SRLQWV� 
RYHU�PDUNHW��7KH�FUHGLW�XQLRQ�LV�VSHFXODWLQJ�WKDW�WKH�IDLU�YDOXH�RI�6HFXULW\�%�ZLOO�LQFUHDVH� 
E\�WKH�VHWWOHPHQW�GDWH��,I�WKDW�KDSSHQHG��WKH�FUHGLW�XQLRQ�ZRXOG�VXVWDLQ�QR�ORVV�DQG�ZRXOG� 
QRW�UHFRUG�WKH�WUDQVDFWLRQ�� 

� 
x	 Fee trading.�)HH�WUDGLQJ��RU�UHSRVLWLRQ�WUDGLQJ��UHSUHVHQWV�D�IRUP�RI�DGMXVWHG�WUDGLQJ�� 

)HH�WUDGLQJ�XVHV�VLPLODU�PHFKDQLFV�H[FHSW�WKH�FUHGLW�XQLRQ�SD\V�D�IHH�RU��XS�IURQW�� 
PRQH\�WR�WKH�EURNHU��8VLQJ�WKH�H[DPSOH�DERYH��WKH�EURNHU�ZRXOG�SXUFKDVH�6HFXULW\�$� 
DW�����EXW�ZRXOG�UHTXLUH�WKH�FUHGLW�XQLRQ�WR�IRUZDUG�D�WZR�SRLQW�IHH��7KH�IHH�HQVXUHV� 
WKH�FUHGLW�XQLRQ¶V�SXUFKDVH�RI�6HFXULW\�%�RQ�VHWWOHPHQW�GDWH��:KHQ�WKH�FUHGLW�XQLRQ� 
SXUFKDVHV�6HFXULW\�%��WKH�EURNHU�UHWXUQV�WKH�IHH�� 

� 
,I�WKH�LQYHVWPHQW�UHYLHZ�GLVFORVHV�SRVVLEOH�DGMXVWHG�WUDGLQJ��WKH�H[DPLQHU�VKRXOG� 
FRQWDFW�WKH�VXSHUYLVRU\�H[DPLQHU��,Q�DQ\�FDVH��WKH�H[DPLQHU�VKRXOG�H[HUFLVH� 
DGGLWLRQDO�VFUXWLQ\�VKRXOG�WKHUH�DSSHDU�WR�EH�LQGLFDWLRQV�RI�DGMXVWHG�WUDGLQJ�� 

� 
� 
7KH�H[DPLQHU�PD\�ILQG�WKDW�D�FUHGLW�XQLRQ�KDV�LQYHVWPHQWV�QRW�SHUPLWWHG�E\�VWDWXWHV�RU� 
UHJXODWLRQV��([DPSOHV�LQFOXGH�LQYHVWPHQWV�LQ�FRPPHUFLDO�SDSHU��D�VWRFN�EDVHG�PXWXDO� 
IXQG��RU�ORDQV�WR�RWKHU�FUHGLW�XQLRQV�LQ�H[FHVV�RI�WKH�OHJDO�OLPLW��7KH�FUHGLW�XQLRQ�VKRXOG� 
OLTXLGDWH�WKH�LQYHVWPHQWV�DV�VRRQ�DV�SRVVLEOH��,I�WKH�GLYHVWLWXUH�PRVW�OLNHO\�ZLOO�UHVXOW�LQ�D� 
PDWHULDO�ORVV��WKH�H[DPLQHU�VKRXOG�FRQVLGHU�WKH�LQYHVWPHQW
 V�PDWXULW\�DQG�VDIHW\��DV�ZHOO� 
DV�LWV�HIIHFW�RQ�WKH�FUHGLW�XQLRQ
 V�ILQDQFLDO�FRQGLWLRQ��:KHQ�H[DPLQHUV�ILQG�LPSHUPLVVLEOH� 
LQYHVWPHQWV��WKH\�VKRXOG�FRQWDFW�WKHLU�VXSHUYLVRU\�H[DPLQHU��&UHGLW�XQLRQV�PXVW�DOVR� 
QRWLI\�WKH�VXUHW\�FRPSDQ\�RI�WKH�LOOHJDO�LQYHVWPHQW�� 
� 
,Q�PRVW�FDVHV��WKH�H[DPLQHU�DQG�RIILFLDOV�FDQ�UHVROYH�WKH�SUREOHP�GXULQJ�WKH�H[DPLQDWLRQ�� 
,I�QRW��WKH�H[DPLQHU�VKRXOG�DGGUHVV�LW�ZLWK�WKH�RIILFLDOV�DQG��LI�PDWHULDO��LQ�WKH� 
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H[DPLQDWLRQ�UHSRUW��([DPLQHUV�VKRXOG�UHVHUYH�DGPLQLVWUDWLYH�DFWLRQ�RQO\�IRU�H[WUHPH� 
FDVHV�ZKHUH�RWKHU�VXSHUYLVRU\�HIIRUWV�IDLO�� 
� 
,I�WKH�H[DPLQHU�GHWHUPLQHV�WKDW�WKH�FUHGLW�XQLRQ�KROGV�SHUPLVVLEOH��EXW�QRW�VXLWDEOH�� 
LQYHVWPHQWV�IRU�WKH�FUHGLW�XQLRQ
 V�EDODQFH�VKHHW��WKH�H[DPLQHU�VKRXOG�FRQWDFW�WKH� 
VXSHUYLVRU\�H[DPLQHU�EHIRUH�UHTXLULQJ�WKH�ZULWH�GRZQ�RU�VDOH�RI�WKH�LQYHVWPHQWV�� 
� 
� 
7KH�JRDO�RI�WUDGLQJ�VHFXULWLHV�LV�WR�WDNH�VKRUW�WHUP�WUDGLQJ�SURILWV�IURP�DQ�LQFUHDVH�LQ�IDLU� 
YDOXH��,QYHVWRUV�PD\�HDUQ�VL]DEOH�WUDGLQJ�JDLQV�DV�LQWHUHVW�UDWHV�GHFOLQH��KRZHYHU��UDWH� 
LQFUHDVHV�W\SLFDOO\�UHVXOW�LQ�ORVVHV��� 
� 
NCUA Rules and Regulations���������N��VHWV�IRUWK�SROLF\�UHTXLUHPHQWV�DQG����������O�� 
VHWV�IRUWK�RWKHU�UHTXLUHPHQWV�IRU�D�IHGHUDO�FUHGLW�XQLRQ�WR�WUDGH�VHFXULWLHV��&UHGLW�XQLRQV� 
VKRXOG�NQRZ�WKH�PDUNHW�ULVNV�DVVRFLDWHG�ZLWK�WUDGLQJ��DQG�DGRSW�SROLFLHV�DQG�SURFHGXUHV� 
WR�OLPLW�ULVN�WR�DQ�DFFHSWDEOH�OHYHO��7KH�ERDUG�RI�GLUHFWRUV�PXVW�DSSURYH�D�ZULWWHQ�WUDGLQJ� 
VHFXULW\�SROLF\�WKDW�LQFOXGHV��DW�D�PLQLPXP��WKH�SURYLVLRQV�OLVWHG�LQ�WKLV�VHFWLRQ��&UHGLW� 
XQLRQV�PXVW�PDLQWDLQ�FRQVLVWHQF\�ZLWK�*$$3�JXLGDQFH�LQ�DFFRXQWLQJ�IRU�WUDGLQJ� 
VHFXULWLHV�� 
� 
7KH�H[DPLQHU�VKRXOG�UHYLHZ�WKH�FUHGLW�XQLRQ
 V�LQYHVWPHQW�DFWLYLW\�DQG�GHWHUPLQH�LI�WKH� 
FUHGLW�XQLRQ�LV�WUDGLQJ��7KLV�DQDO\VLV�VKRXOG�LQFOXGH�D�UHYLHZ�RI�WKH�IROORZLQJ�� 
� 
x 7KH�EURNHU
 V�PRQWKO\�VWDWHPHQW�WR�GHWHUPLQH�SURSHU�ERRNLQJ�RI�DOO�DFWLYLW\�� 
x 7KH�PRQWK�HQG�VDIHNHHSLQJ�VWDWHPHQW�DQG�WUDQVDFWLRQ�UHSRUWV�� 
x 7KH�VRXUFH�GRFXPHQWV��VXFK�DV�WKH�EURNHU�FRQILUPDWLRQV��WR�DGHTXDWHO\�DQDO\]H� 

WUDGLQJ�DFWLYLW\��DQG� 
x 7KH�FDVK�DQG�FRUSRUDWH�FUHGLW�XQLRQ�DFFRXQW�WUDQVDFWLRQV�WR�GHWHUPLQH�WKH�H[LVWHQFH�RI� 

ODUJH�VHFXULW\�SXUFKDVHV�RU�VDOHV�� 
� 
&UHGLW�XQLRQV�LQYROYHG�LQ�WUDGLQJ�PXVW�KDYH�DGHTXDWH�UHVHUYHV�WR�DEVRUE�SRWHQWLDO�WUDGLQJ� 
ORVVHV�DQG�VKRXOG�HVWDEOLVK�ORVV�SDUDPHWHUV�EDVHG�RQ�WKH�OHYHO�RI�UHVHUYHV��,I�XQVDIH�DQG� 
XQVRXQG�WUDGLQJ�SROLFLHV�RU�SURFHGXUHV�H[LVW��WKH�H[DPLQHU�VKRXOG�FRQVXOW�ZLWK�WKH� 
VXSHUYLVRU\�H[DPLQHU�WR�GHYHORS�D�SODQ�IRU�UHVROYLQJ�WKH�SUREOHPV�� 
� 
%HIRUH�D�FUHGLW�XQLRQ
 V�ERDUG�HQJDJHV�LQ�WUDGLQJ�VHFXULWLHV��WKH\�PXVW�GHYHORS�DQG�DGRSW�D� 
ZULWWHQ�VHFXULWLHV�WUDGLQJ�SROLF\�WKDW�DW�D�PLQLPXP�VSHFLILHV�WKH�IROORZLQJ�� 
� 
x ,QWHUQDO�FRQWUROV��LQFOXGLQJ�DSSURSULDWH�VHJUHJDWLRQ�RI�GXWLHV�� 
x ,QGLYLGXDOV�ZKR�KDYH�SXUFKDVH�DQG�VDOH�DXWKRULW\�� 
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x	 7UDGLQJ�DFFRXQW�VL]H�OLPLWV�� 
x	 $OORFDWLRQ�RI�FUHGLW�XQLRQ
 V�FDVK�IORZ�WR�WUDGLQJ�DFFRXQWV�� 
x	 6WRS�ORVV�RU�VDOH�SURYLVLRQV�� 
x	 'ROODU�OLPLWV�IRU�WKH�SXUFKDVLQJ�RI�VSHFLILF�W\SHV��TXDQWLWLHV��DQG�PDWXULWLHV�� 
x	 /LPLWV�RQ�WKH�OHQJWK�RI�WLPH�DQ�LQYHVWPHQW�PD\�UHPDLQ�LQ�WKH�WUDGLQJ�DFFRXQW�� 
x	 0RQWKO\�UHSRUWV�IRU�WKH�ERDUG�RI�DOO�SXUFKDVH�DQG�VDOH�WUDQVDFWLRQV��DQG�WKH�UHVXOWLQJ� 

LQGLYLGXDO�WUDQVDFWLRQ�JDLQ�RU�ORVV��FUHGLW�XQLRQV�VKRXOG�UHSRUW�SXUFKDVHV�DQG�VDOHV�WR� 
WUDGH�GDWH���DQG� 

x	 $�UHTXLUHPHQW�IRU�UHFRUGLQJ�DW�IDLU�YDOXH�RQ�WKH�WUDGH�GDWH�DQ\�VHFXULW\�SXUFKDVHG�IRU� 
WUDGLQJ�SXUSRVHV�� 

� 
6HH�WKH�&ODVVLILFDWLRQ�RI�6HFXULWLHV�6)$6�����VHFWLRQ�IRU�WUDQVIHUV�WR�RU�IURP�WKH�WUDGLQJ� 
FDWHJRU\�� 
� 
� 
x	 :RUNSDSHUV� 
�	 �� �&ULWLFDO�,QSXW�WDE� 
�	 �� �6WDWHPHQW�RI�,QFRPH� 
�	 �� �5HYLHZ�&RQVLGHUDWLRQV� 
� 	  ��  �$/0�7DE�  
�	 �� �6ROYHQF\�(YDOXDWLRQ� 
�	 �� �,QYHVWPHQW�7UHQG� 
�	 �� �,QYHVWPHQW�0DWXULW\� 
�	 �� �,QYHVWPHQW�&ODVVLILFDWLRQ� 
�	 �� �,QYHVWPHQW�&RQWUROV�4XHVWLRQQDLUH� 
�	 �� �&UHGLW�8QLRQ�6HUYLFH�2UJDQL]DWLRQ�&RQWUROV�4XHVWLRQQDLUH� 
�	 �� �&HUWLILFDWH�5HYLHZ� 
�	 �� $PRUWL]LQJ�,QYHVWPHQW� 
x	 5HIHUHQFHV� 
� 	  ��  Federal Credit Union Act� 
�	 � � §§§������������������������DQG�����������3RZHUV� 
�	 � � §§����DQG������&HQWUDO�/LTXLGLW\�)DFLOLW\� 
� 	  ��  NCUA Rules and Regulations� 
� �	 §�������L���3XW�2SWLRQV�LQ�0DQDJLQJ�,QFUHDVHG�,QWHUHVW�5DWH�5LVN�IRU�5HDO� 

(VWDWH�/RDQV�3URGXFHG�IRU�6DOH�RQ�WKH�6HFRQGDU\�0DUNHW� 
�	 � � §�����&UHGLW�8QLRQ�6HUYLFH�2UJDQL]DWLRQV�� 
�	 � � 3DUW�������,QYHVWPHQW�DQG�'HSRVLW�$FWLYLWLHV� 
�	 � � 3DUW�������&HQWUDO�/LTXLGLW\�)DFLOLW\� 
� 	  ��  Federal Credit Union Bylaws� 
�	 �� $FFRXQWLQJ�%XOOHWLQ������ 
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� ��	 6)$6����� 
� �� 6)$6����� 

� 6)$6����� 
� 6)$6����� 
� 6)$6�������$GPLQLVWUDWRU
 V�/HWWHU�1R������GDWHG����������&XVWRGLDO�6DIHNHHSLQJ� 

$FFRXQWV� 
� ��	 1&8$�/HWWHU�1R������GDWHG����������,QYHVWPHQW�5LVN� 
� ��	 1&8$�/HWWHU�1R������GDWHG����������0XWXDO�)XQGV� 
� ��	 1&8$�/HWWHU�1R�������GDWHG�)HEUXDU\�������5LVNV�RI�/RQJ�7HUP�,QYHVWPHQWV��� 

0RUWJDJH�'HULYDWLYH�3URGXFWV� 
� ��	 1&8$�/HWWHU�1R�������GDWHG�6HSWHPEHU�������&ROODWHUDOL]HG�0RUWJDJH� 

2EOLJDWLRQV� 
� ��	 1&8$�/HWWHU�1R�������GDWHG�$XJXVW�������1HZ�,QYHVWPHQW�3URGXFWV� 
� ��	 1&8$�/HWWHU�1R�������GDWHG�$SULO�������3HUPLVVLEOH�,QYHVWPHQWV�IRU�0XWXDO� 

)XQGV� 
� ��	 1&8$�/HWWHU�1R�������GDWHG�6HSWHPEHU�������%URNHU�6HOHFWLRQ��6HFXULW\� 

6DIHNHHSLQJ� 
� ��	 1&8$�/HWWHU�1R�������GDWHG�$SULO�������'LYHVWLWXUH�RI�&02V�DQG�5(0,&V� 
� ��	 1&8$�/HWWHU�1R�����&8�����GDWHG�6HSWHPEHU�������,QYHVWPHQWV�LQ�%URNHUHG� 

&HUWLILFDWHV�RI�'HSRVLWV� 
� ��	 ,536��������GDWHG�������6XSHUYLVRU\�3ROLF\�6WDWHPHQW�RQ�6HFXULWLHV�$FWLYLWLHV� 

DQG�(QG�8VHU�'HULYDWLYHV�$FWLYLWLHV� 
� ��	 1&8$�,QYHVWPHQW�5HSRUW�1R�����GDWHG����������0RUWJDJH�3DVV�7KURXJK� 

6HFXULWLHV� 
� ��	 1&8$�,QYHVWPHQW�5HSRUW�1R�����GDWHG����������%URNHU�6HOHFWLRQ� 
� ��	 1&8$�,QYHVWPHQW�5HSRUW�1R�����GDWHG����������&ROODWHUDOL]HG�0RUWJDJH� 

2EOLJDWLRQV��&02V�� 
� ��	 1&8$�,QYHVWPHQW�5HSRUW�1R�����GDWHG����������6WULSSHG�0RUWJDJH�%DFNHG� 

6HFXULWLHV� 
� ��	 1&8$�,QYHVWPHQW�5HSRUW�1R�����GDWHG���������6KRUW�7HUP�,QYHVWPHQWV�IRU� 

)HGHUDO�&UHGLW�8QLRQV� 
� ��	 1&8$�,QYHVWPHQW�5HSRUW�1R�����GDWHG���������7UHDVXU\�%DFNHG�6WULSSHG� 

6HFXULWLHV� 
� ��	 1&8$�,QYHVWPHQW�5HSRUW�1R�����GDWHG�)HEUXDU\�������'HSRVLW�1RWHV� 
� ��	 1&8$�,QYHVWPHQW�5HSRUW�1R�����GDWHG�-XO\�������7KH�1HZ�,QYHVWPHQW� 

5HJXODWLRQ� 
x 1&8$�,QYHVWPHQW�+RWOLQH��������������������������������:DVKLQJWRQ��'&�DUHD�� 
x ,QYHVWPHQW�*XLGDQFH�3DSHU�V���'HYHORSHG�E\�26363�DQG�5&06�6WDII� 
x 8VLQJ�WKH�5HJLRQDO�,QYHVWPHQW�6SHFLDOLVW��GDWHG�)HEUXDU\������ 

������ 
� 



INVESTMENT ANALYSIS
 

GLOSSARY OF INVESTMENT TERMS - APPENDIX 
12A 
� 
7KLV�VHFWLRQ�FRQWDLQV�GHILQLWLRQV�RI�ILQDQFLDO�WHUPV�FRPPRQO\�XVHG�LQ�LQYHVWPHQWV�DQG� 
DVVHW�OLDELOLW\�PDQDJHPHQW��6WDQGDUG�GLFWLRQDULHV�GR�QRW�FRQWDLQ�WKH�GHILQLWLRQV�RI�PDQ\� 
ZRUGV�DQG�SKUDVHV�XVHG�WKURXJKRXW�WKH�LQYHVWPHQW�LQGXVWU\��WKHUHIRUH��WKLV�JORVVDU\�ZDV� 
FRPSLOHG�WR�DVVLVW�WKH�H[DPLQHU�LQ�XQGHUVWDQGLQJ�VSHFLDOL]HG�LQGXVWU\�VSHFLILF�ZRUGV��� 

Accretion of a Discount:�WKH�DFFRXQWLQJ�UHFRJQLWLRQ�RI�HDUQLQJV�RQ�D�GLVFRXQW�ERQG�LQ�DQWLFLSDWLRQ�RI� 
UHFHLSW�RI�SDU�DW�PDWXULW\�� 

Accrued Interest:�WKH�DPRXQW�RI�FRXSRQ�LQWHUHVW�DFFXPXODWHG�RQ�D�VHFXULW\�EHWZHHQ�FRXSRQ�SD\PHQW�GDWHV�� 
RU�EHWZHHQ�LVVXDQFH�DQG�WKH�ILUVW�FRXSRQ�SD\PHQW�GDWH��7KH�SXUFKDVHU�RI�WKH�ERQG�SD\V�WR�WKH�VHOOHU�WKH� 
PDUNHW�SULFH�SOXV�DFFUXHG�LQWHUHVW��$FFUXHG�LQWHUHVW�LV�FDOFXODWHG�XVLQJ�WKH�DFFUXHG�LQWHUHVW��GD\�FRXQW��W\SH� 
IRU�WKH�VHFXULW\�� 
� 
Accrued Interest Types:�WKH�GD\�FRXQW�XVHG�WR�FDOFXODWH�WKH�DFFUXHG�LQWHUHVW�DQG�WKH�FRXSRQ�SHULRG��$�GD\� 
FRXQW�W\SH�LV�GLVSOD\HG�DV�''�<<<��ZKHUH�''�GHQRWHV�WKH�QXPEHU�RI�GD\V�SHU�PRQWK�HODSVHG�LQ�WKH� 
FRXSRQ�SHULRG�DQG�<<<�GHQRWHV�WKH�QXPEHU�RI�GD\V�SHU�\HDU��IRU�FDOFXODWLQJ�WKH�FRXSRQ�SHULRG���7KH�GD\� 
FRXQW�GRHV�QRW�LQFOXGH�WKH�VHWWOHPHQW�GD\��&RPPRQ�GD\�FRXQW�W\SHV�LQFOXGH�� 
x$&7�$&7��DFWXDO�GD\V�IRU�PRQWK�DQG�\HDU������RU�����GD\V��� 
x���$&7��HDFK�PRQWK�KDV����GD\V�DQG�WKH�\HDU�KDV�����RU�����GD\V�� 
x��������HDFK�PRQWK�FRQWDLQV����GD\V�DQG�D�\HDU�KDV�����GD\V�� 
x��������HDFK�PRQWK�KDV����GD\V�DQG�D�\HDU�KDV�����GD\V��� 
� 
Actuals:�WKH�SK\VLFDO�RU�FDVK�FRPPRGLW\��DV�GLVWLQJXLVKHG�IURP�D�FRPPRGLW\�IXWXUHV�FRQWUDFW�RU�GHULYDWLYH� 
FRQWUDFW�ZKLFK�KDV�D�YDOXH�EDVHG�XSRQ�DQ�XQGHUO\LQJ�FRPPRGLW\�RU�LQGH[��)RUZDUG�FRQWUDFWV�ZLWK�DQ� 
LPPHGLDWH�GHOLYHU\�GDWH�DUH�FDOOHG�VSRW�FRQWUDFWV��$FWXDOV�DUH�DOVR�FDOOHG�VSRW�FRPPRGLWLHV�RU�FDVK� 
FRPPRGLWLHV�� 
� 
Adjusted Trading:�D�SURKLELWHG�PHWKRG�RI�GHIHUULQJ�RU�KLGLQJ�D�ORVV�RQ�WKH�VDOH�RI�D�VHFXULW\��*HQHUDOO\��D� 
VHFXULW\�LV�VROG�DW�LWV�ERRN�YDOXH��ZKLFK�LV�DERYH�WKH�PDUNHW�YDOXH��DQG�DQRWKHU�VHFXULW\�LV�SXUFKDVHG��RU�D� 
FRPPLWPHQW�LV�PDGH�WR�SXUFKDVH�DQRWKHU�VHFXULW\��DW�D�SULFH�WKDW�DOVR�LV�DERYH�WKH�PDUNHW�YDOXH�� 
� 
Advance Commitment (Conditional):�D�ZULWWHQ�SURPLVH�WR�PDNH�DQ�LQYHVWPHQW�DW�VRPH�WLPH�LQ�WKH�IXWXUH� 
LI�VSHFLILHG�FRQGLWLRQV�DUH�PHW�� 
� 
Agent:�D�SHUVRQ�RU�ILUP�DXWKRUL]HG�E\�DQRWKHU��FDOOHG�D�SULQFLSDO��WR�DFW�RQ�KLV�KHU�EHKDOI��$Q�DJHQW�LQ�DQ� 
LQYHVWPHQW�WUDQVDFWLRQ�GRHV�QRW�RZQ�WKH�VHFXULW\��EXW�LQVWHDG��UHSUHVHQWV�WKH�HPSOR\HU¶V�LQWHUHVWV�DQG�LV� 
VXEMHFW�WR�FRQWURO�E\�WKH�HPSOR\HU��3XUFKDVH�FRQILUPDWLRQV�VKRXOG�VWDWH�ZKHWKHU�WKH�EURNHU�DFWHG�DV�DJHQW� 
�UHSUHVHQWLQJ�WKH�FUHGLW�XQLRQ��RU�DV�SULQFLSDO��DFWLQJ�DW�DUPV�OHQJWK�IURP�WKH�FUHGLW�XQLRQ���6HH�³3ULQFLSDO´�� 
� 
Amortization:�D�UHGXFWLRQ�LQ�DQ�LQYHVWPHQW�GXH�WR�SHULRGLF�SD\PHQWV�RI�SDUW�RI�WKH�SULQFLSDO�EHIRUH�ILQDO� 
PDWXULW\��XVXDOO\�PDGH�LQ�DFFRUGDQFH�ZLWK�D�SUHGHWHUPLQHG�VFKHGXOH�RI�LQVWDOOPHQW�SD\PHQWV��&RPSDUH� 
³3UHSD\PHQW´�� 
� 
Arbitrage:�WKH�VLPXOWDQHRXV�SXUFKDVH�LQ�RQH�PDUNHW�DQG�VDOH�LQ�DQRWKHU�RI�DQ�LQYHVWPHQW��7KH�DUELWUDJHXU� 
KRSHV�WR�SURILW�IURP�WKH�SULFH�GLIIHUHQFHV�EHWZHHQ�GLIIHUHQW�PDUNHWV��$UELWUDJH�KDV�EHHQ�XVHG�LQ�WKH�FUHGLW� 
XQLRQ�LQGXVWU\�WR�GHVFULEH�D�SRVLWLRQ�LQ�D�VHFXULW\�WKDW�LV�IXQGHG�E\�D�UHYHUVH�UHSXUFKDVH�DJUHHPHQW��VHH�� 
³&DUU\´��³3RVLWLYH�&DUU\´��³1HJDWLYH�&DUU\´���KRZHYHU��WKHUH�LV�SULFH�ULVN�LQ�VXFK�D�SRVLWLRQ�ZKHQ�WKH�WHUP� 
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RI�WKH�ERUURZLQJ�LV�VKRUWHU�WKDQ�WKH�PDWXULW\�RI�WKH�LQYHVWPHQW��7KHUH�PD\�DOVR�EH�FUHGLW�ULVN�LQ�VXFK�D� 
SRVLWLRQ�LI�WKH�LQYHVWPHQW�LV�QRW�LVVXHG�RU�JXDUDQWHHG�E\�WKH�8�6��*RYHUQPHQW�� 

Ask Price:�WKH�ORZHVW�GHFODUHG�SULFH�DW�ZKLFK�D�VHOOHU�LV�ZLOOLQJ�WR�VHOO�D�VHFXULW\�DW�D�SDUWLFXODU�WLPH�� 
2SSRVLWH�RI�³%LG´��6DPH�DV�³2IIHU´�� 
� 
Asset-Backed Security (ABS):�D�VHFXULW\�WKDW�LV�FROODWHUDOL]HG��W\SLFDOO\��E\�ORDQV��OHDVHV��XQVHFXUHG� 
UHFHLYDEOHV��RU�LQVWDOOPHQW�FRQWUDFWV�RQ�SHUVRQDO�SURSHUW\��$VVHW�EDFNHG�VHFXULWLHV�DUH�QRW�SHUPLVVLEOH� 
LQYHVWPHQWV�IRU�IHGHUDOO\�FKDUWHUHG�QDWXUDO�SHUVRQ�FUHGLW�XQLRQV�� 
� 
Assignment: WKH�WUDQVIHU�RI�RZQHUVKLS�RI�D�ULJKW�RU�D�FRQWUDFW�IURP�RQH�SDUW\��WKH�DVVLJQRU��WR�DQRWKHU��WKH� 
DVVLJQHH�� 

At-the-Money:�GHVFULEHV�DQ�RSWLRQ�ZKHQ�WKH�FXUUHQW�WUDGLQJ�SULFH�RI�WKH�XQGHUO\LQJ�VHFXULW\�LV�WKH�VDPH�DV� 
WKH�RSWLRQ¶V�VWULNH�SULFH�� 
� 
At Market:�WKH�JRLQJ�ELG�SULFH�RI�D�VHFXULW\�DW�DQ\�JLYHQ�WLPH�� 
� 
Auction:�D�FRPSHWLWLYH�SURFHVV�E\�ZKLFK�DQ�LVVXHU�VHOOV�LWV�VHFXULWLHV��UDWKHU�WKDQ�VHOOLQJ�DW�D�QHJRWLDWHG��RU� 
QRQ�FRPSHWLWLYH��SULFH�� 
� 
Auction Stop Out:�WKH�ORZHVW�RU�FKHDSHVW�SULFH��FRUUHVSRQGLQJ�WR�WKH�KLJKHVW�\LHOG��DW�ZKLFK�VHFXULWLHV�DUH� 
DZDUGHG�LQ�D�PXOWL�SULFH�DXFWLRQ��7KH�7UHDVXU\�'HSDUWPHQW�KDV�XVHG�RQH�SULFH�DXFWLRQV�IRU�WZR��DQG�ILYH� 
\HDU�7UHDVXU\�1RWHV��UHVXOWLQJ�LQ�WKH�DZDUG�RI�VHFXULWLHV�WR�HDFK�ZLQQLQJ�ELGGHU�DW�WKH�VWRS�RXW�\LHOG��WKH� 
KLJKHVW�\LHOG��� 
� 
Average Life:�WKH�ZHLJKWHG�DYHUDJH�WLPH�WR�SULQFLSDO�UHSD\PHQW��,W�LV�XVHIXO�WR�GHVFULEH�WKH�OLIH�RI�DQ� 
LQVWUXPHQW�DV�DQ�DSSUR[LPDWLRQ�RI�D�VLQJOH�PDWXULW\�� 

Backup Bid:�VHH�³7DNH�2XW�%LG´�� 
� 
Bad Delivery:�D�GHOLYHU\�RI�VHFXULWLHV�WKDW�GRHV�QRW�IXOILOO�WKH�UHTXLUHPHQWV�IRU�JRRG�GHOLYHU\�� 
� 
Bailment for Hire:�D�REVROHWH�QDPH�XVHG�IRU�D�FXVWRGLDO��RU�VDIHNHHSLQJ��DJUHHPHQW�EHWZHHQ�D�FXVWRGLDQ� 
�RU�VDIHNHHSLQJ�LQVWLWXWLRQ��DQG�LWV�FXVWRPHU��RU�WKH�EHQHILFLDO�RZQHU�RI�WKH�VHFXULW\��� 
� 
Balloon:�D�ILQDO�SD\PHQW�DW�PDWXULW\�RQ�D�VHFXULW\��RU�ORDQ��WKDW�LV�PXFK�JUHDWHU�WKDQ�WKH�SUHYLRXV�SD\PHQWV�� 
)RU�H[DPSOH��D���\HDU�EDOORRQ�ORDQ�LV�DPRUWL]HG�RQ�D����\HDU�VFKHGXOH�WR�PDNH�WKH�SD\PHQWV�DIIRUGDEOH��EXW� 
KDV�D�ODUJH�SD\PHQW�RI�WKH�UHPDLQLQJ�SULQFLSDO�EDODQFH��EDOORRQ��GXH�DW�WKH�HQG�RI�WKH���\HDUV��$�EDOORRQ� 
IHDWXUH�LV�XVXDOO\�DVVRFLDWHG�ZLWK�UHDO�HVWDWH�ORDQV�DQG�PRUWJDJH�EDFNHG�VHFXULWLHV�� 

Band��VHH�³3$&´��3ODQQHG�$PRUWL]DWLRQ�&ODVV��� 

Banker's Acceptance:�D�WLPH�GUDIW�RU�ELOO�RI�H[FKDQJH�DFFHSWHG�E\�D�EDQN��,W�UHSUHVHQWV�DQ�LUUHYRFDEOH� 
REOLJDWLRQ�RI�WKH�DFFHSWLQJ�EDQN�WR�JXDUDQWHH�SD\PHQW�RI�WKH�GUDIW�DW�PDWXULW\�DW�WKH�IDFH�YDOXH��7KHVH� 
LQVWUXPHQWV�DUH�XQLQVXUHG�DQG�DUH�VROG�DW�D�GLVFRXQW�IURP�IDFH�YDOXH�SULRU�WR�PDWXULW\�� 
� 
Bank Deposit:�DQ�DFFRXQW�ZLWK�D�EDQN��LQFOXGLQJ�D�FKHFNLQJ��WLPH��LQWHUHVW�RU�VDYLQJV�DFFRXQW��%DQN� 
GHSRVLWV�ZLWK�FHUWDLQ�LQVWLWXWLRQV�DUH�DXWKRUL]HG�LQ�WKH�)HGHUDO�&UHGLW�8QLRQ�$FW��6RPH�GHSRVLWV�DUH�LQVXUHG� 
XS�WR�����������ZKLOH�RWKHU�GHSRVLWV�DUH�QRW�LQVXUHG��)RU�H[DPSOH��)HGHUDO�IXQGV��EDQNHU¶V�DFFHSWDQFHV�DQG� 
FHUWDLQ�EDQN�QRWHV�KDYH�EHHQ�GHWHUPLQHG�E\�JHQHUDO�FRXQVHO�WR�EH�EDQN�GHSRVLWV�XQGHU�WKH�)&8�$FW�DQG� 
WKXV�WR�EH�SHUPLVVLEOH��EXW�QRW�LQVXUHG��LQYHVWPHQWV�� 
� 
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Bank Note:�DQ�XQVHFXUHG�DQG�XQLQVXUHG�REOLJDWLRQ�RI�WKH�LVVXLQJ�EDQN��*HQHUDO�FRXQVHO�KDV�GHWHUPLQHG� 
WKDW�EDQN�QRWHV�ZLWK�PDWXULWLHV�OHVV�WKDQ�ILYH�\HDUV�DUH�GHSRVLWV�XQGHU�5HJXODWLRQ�'�DQG�WKXV�DUH�SHUPLVVLEOH� 
LQYHVWPHQWV�� 

Basis:����D�SULFH�H[SUHVVHG�LQ�WHUPV�RI�\LHOG�WR�PDWXULW\�RU�DQQXDO�UDWH�RI�UHWXUQ��RU�D�WHUP�WR�GHVFULEH�WKH� 
\LHOG�WR�H[SHFWHG�PDWXULW\��DV�LQ�WKH�H[SUHVVLRQ��*10$V�DUH�WUDGLQJ�RQ�D��������EDVLV��RU�D����SHUFHQW� 
ERQG�VHOOLQJ�DW�����KDV�D����SHUFHQW�EDVLV�����WKH�GLIIHUHQFH�EHWZHHQ�WKH�VSRW�RU�FDVK�SULFH�RI�D�FRPPRGLW\� 
DQG�WKH�SULFH�RI�WKH�QHDUHVW�IXWXUHV�FRQWUDFW�IRU�WKH�VDPH�RU�D�UHODWHG�FRPPRGLW\��H�J���EDVLV�LV�XVXDOO\� 
FRPSXWHG�LQ�UHODWLRQ�WR�WKH�IXWXUHV�FRQWUDFW�QH[W�WR�H[SLUH�DQG�PD\�UHIOHFW�GLIIHUHQW�WLPH�SHULRGV��SURGXFW� 
IRUPV��TXDOLWLHV��RU�ORFDWLRQV�����XVHG�LQ�WKH�SKUDVH��ORQJ�WKH�EDVLV��RU��VKRUW�WKH�EDVLV��WR�LQGLFDWH�D�FDVK� 
PDUNHW�SRVLWLRQ�KHGJHG�ZLWK�D�IXWXUHV�FRQWUDFW��6HH�³/RQJ�WKH�%DVLV´�DQG�³6KRUW�WKH�%DVLV´�� 
� 
Basis Point:�D�PHDVXUHPHQW�RI�\LHOG�IRU�IL[HG�LQFRPH�VHFXULWLHV��2QH�EDVLV�SRLQW�HTXDOV�������RI�RQH� 
SHUFHQW��)RU�H[DPSOH��WKH�GLIIHUHQFH�EHWZHHQ������SHUFHQW�DQG������SHUFHQW�LV����EDVLV�SRLQWV�� 
� 
Basis Risk:����WKH�ULVN�WKDW�UDWHV�RQ�DVVHWV�DQG�OLDELOLWLHV�ZLOO�UHDFW�GLIIHUHQWO\�WR�FKDQJHV�LQ�LQWHUHVW�UDWHV�� 
H�J���WKH�LQYHVWPHQW�FRXSRQ�OLQNHG�WR�WKH�)HGHUDO�+RPH�/RDQ�%DQN¶V���WK�'LVWULFW�&RVW�RI�)XQGV��&2),�� 
ZLOO�QRW�EH�SHUIHFWO\�FRUUHODWHG�ZLWK�WKH�IXQGLQJ�UDWH�RIIHUHG�RQ�D�PRQH\�PDUNHW�VKDUH�DFFRXQW�WLHG�WR�WKH� 
RYHUQLJKW�)HGHUDO�IXQG�UDWH�����WKH�ULVN�DVVRFLDWHG�ZLWK�DQ�XQH[SHFWHG�ZLGHQLQJ�RU�QDUURZLQJ�RI�WKH� 
GLIIHUHQFH�LQ�UDWHV�RU�SULFHV�EHWZHHQ�WKH�WLPH�D�KHGJH�SRVLWLRQ�LV�HVWDEOLVKHG�DQG�WKH�WLPH�WKDW�LW�LV�OLIWHG�� 
� 
Beneficial Owner��WKH�HQWLW\�WKDW�LV�HQWLWOHG�WR�UHFHLYH�VRPH�RU�DOO�RI�WKH�EHQHILWV�RI�RZQHUVKLS��LQFOXGLQJ� 
WKH�FDVK�IORZ��HYHQ�WKRXJK�WLWOH�WR�WKH�VHFXULW\�PD\�EH�LQ�DQRWKHU�QDPH��H�J���D�QRPLQHH�QDPH��7LWOH�LV� 
IUHTXHQWO\�KHOG�LQ�D�QDPH�RWKHU�WKDQ�WKDW�RI�WKH�EHQHILFLDO�RZQHU�IRU�VDIHW\�RU�FRQYHQLHQFH�RI�WUDQVIHU�� 
� 
Bid Price:�WKH�KLJKHVW�GHFODUHG�SULFH�DW�ZKLFK�D�EX\HU�LV�ZLOOLQJ�WR�SXUFKDVH�D�VHFXULW\�DW�D�SDUWLFXODU�WLPH�� 
2SSRVLWH�RI�³$VN´�RU�³2IIHU´�� 
� 
Bid and Asked:�XVXDOO\�UHIHUV�WR�WKH�LQVLGH�ELG�DVN�TXRWDWLRQ��L�H���WKH�EHVW�ELG�DQG�EHVW�RIIHU�LQ�WKH�PDUNHW�� 
)URP�D�VLQJOH�GHDOHU��WKH�ELG�DVN�UHSUHVHQWV�WKH�SULFHV�DW�ZKLFK�WKH�GHDOHU�VWDQGV�UHDG\�WR�SXUFKDVH�DQG�WR� 
VHOO��RIWHQ�UHIHUUHG�WR�DV�PDNLQJ�D�WZR�ZD\�PDUNHW�TXRWDWLRQ��6HH�DOVR�³4XRWDWLRQ´�DQG�³7DNH�2XW�%LG´�� 
� 
Bloomberg:�DQ�LQIRUPDWLRQ�YHQGRU�V\VWHP�WKDW�SURYLGHV�ILQDQFLDO�PDUNHW�LQIRUPDWLRQ�DQG�SHUIRUPV�YDULRXV� 
DQDO\VHV�RI�VHFXULWLHV��7KHUH�DUH�D�QXPEHU�RI�SULYDWH�FRPSDQLHV�RU�SXEOLFDWLRQV�WKDW�SURYLGH�D�VRXUFH�RI� 
EDVLF�LQIRUPDWLRQ�DQG�DQDO\WLF�GHWDLO�DERXW�VHFXULWLHV�� 

Board of Trade:�DQ�H[FKDQJH�RU�DQ�DVVRFLDWLRQ�RI�SHUVRQV��ZKHWKHU�LQFRUSRUDWHG�RU�XQLQFRUSRUDWHG��WKDW�LV� 
HQJDJHG�LQ�WKH�EXVLQHVV�RI�EX\LQJ�DQG�VHOOLQJ�DQ\�FRPPRGLW\�RU�UHFHLYLQJ�WKH�VDPH�IRU�VDOH�RQ� 
FRQVLJQPHQW�� 
� 
Bond:�D�FHUWLILFDWH�RU�HYLGHQFH�RI�D�GHEW�RQ�ZKLFK�WKH�LVVXHU�SURPLVHV�WR�SD\�D�VSHFLILHG�DPRXQW�RI�LQWHUHVW� 
DQG�WR�UHSD\�WKH�SULQFLSDO�RQ�WKH�PDWXULW\�GDWH��([DPSOHV�LQFOXGH�7UHDVXU\�ELOOV��RULJLQDO�PDWXULW\�XQGHU� 
RQH�\HDU���7UHDVXU\�QRWHV��7UHDVXU\�ERQGV��RULJLQDO�PDWXULW\�RYHU����\HDUV���DJHQF\�GHEW��DQG�PRUWJDJH� 
EDFNHG�VHFXULWLHV�� 
� 
Bond-Equivalent Yield:�D�FRPSDUDEOH�PHDVXUH�RI�WKH�UHWXUQ�RYHU�WKH�OLIH�RI�D�ERQG�RU�7UHDVXU\�ELOO�RU� 
RWKHU�GLVFRXQW�LQVWUXPHQW��DVVXPLQJ�LW�LV�SXUFKDVHG�DW�WKH�DVN�SULFH�DQG�WKH�UHWXUQ�LV�FRPSXWHG�XVLQJ�D�VHPL� 
DQQXDO�LQWHUHVW�IRUPXOD�DQG�DQ�DFWXDO�GD\�\HDU��2WKHU�UDWHV�RI�UHWXUQ�FDQQRW�EH�FRPSDUHG�GLUHFWO\�ZLWK�WKH� 
ERQG�HTXLYDOHQW�\LHOG��H�J���D�GLVFRXQW�UDWH�RI�UHWXUQ�LV�FDOFXODWHG�E\�XVLQJ�WKH�SDU�DPRXQW�UDWKHU�WKDQ�WKH� 
SXUFKDVH�SULFH��E\�XVLQJ�DQRWKHU�IRUPXOD��DQG�E\�XVLQJ�D�����GD\�\HDU�UDWKHU�WKDQ�DQ�DFWXDO�GD\�\HDU��7KH� 
6HFXULWLHV�,QGXVWU\�$VVRFLDWLRQ�KDV�SXEOLVKHG�VWDQGDUG�VHFXULWLHV�FDOFXODWLRQ�PHWKRGV�IRU�IL[HG�LQFRPH� 
VHFXULWLHV�IRUPXODV�� 
� 
Book Entry Security:�D�VHFXULW\�WKDW�LV�QRW�UHSUHVHQWHG�E\�D�SK\VLFDO�FHUWLILFDWH��7KH�EHQHILFLDO�RZQHU��RU� 
WKH�FXVWRGLDQ��RI�WKH�VHFXULW\�LV�UHFRUGHG�RQ�DQ�HOHFWURQLF�V\VWHP�RQ�ZKLFK�WKH�WHUPV�DQG�FRQGLWLRQV�RI�WKH� 
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VHFXULW\�H[LVWV��7KH�PHWKRG�RI�FRPSXWHUL]HG�HQWULHV�HOLPLQDWHV�WKH�QHHG�IRU�SK\VLFDO�FHUWLILFDWHV��)RU� 
H[DPSOH��WKH�7UHDVXU\�DQG�FHUWDLQ�JRYHUQPHQW�VSRQVRUHG�HQWHUSULVHV�XVH�D�ERRN�HQWU\�V\VWHP�PDLQWDLQHG�LQ� 
FRPSXWHUL]HG�UHFRUGV�DW�WKH�)HGHUDO�5HVHUYH�%DQNV�LQ�WKH�QDPHV�RI�PHPEHU�EDQNV��$�PHPEHU�EDQN��LQ�WXUQ�� 
NHHSV�UHFRUGV�RI�VHFXULWLHV�KHOG�IRU����EHQHILFLDO�RZQHUV�ZLWK�ZKRP�LW�KDV�D�GLUHFW�FXVWRGLDQ�DJUHHPHQW�DQG� 
���RWKHU�FXVWRGLDQV�WKDW�KROG�DV�QRPLQHHV�IRU�RWKHUV�WKDW��LQ�WXUQ��PDLQWDLQ�UHFRUGV�RI�EHQHILFLDO�RZQHUVKLS� 
RU�RWKHU�FXVWRGLDQV�� 
� 
Book Entry Transfer:�D�V\VWHP�RI�FXVWRG\�DQG�WUDQVIHU�RI�VHFXULWLHV�WKURXJK�WKH�HOHFWURQLF�GHOLYHU\�DQG� 
VHWWOHPHQW�RI�WUDQVDFWLRQV�� 

Book Value:�WKH�YDOXH�DW�ZKLFK�D�KHOG�WR�PDWXULW\�VHFXULW\�LV�VKRZQ�RQ�WKH�KROGHU¶V�EDODQFH�VKHHW��%RRN� 
YDOXH�PD\�GLIIHU�VLJQLILFDQWO\�IURP�PDUNHW�YDOXH�� 
� 
Broker:�DQ�HQWLW\�WKDW�HQJDJHV�LQ�VHFXULWLHV�WUDQVDFWLRQV�IRU�WKH�DFFRXQW�RI�RWKHUV��$�EURNHU�GRHV�QRW�EX\� 
DQG�VHOO�VHFXULWLHV�IRU�LWV�RZQ�DFFRXQW��DV�FRQWUDVWHG�WR�D�GHDOHU�WKDW�WUDGHV�IRU�LWV�RZQ�DFFRXQW��$�EURNHU� 
FKDUJHV�D�FRPPLVVLRQ�IRU�WKH�VHUYLFH�ZKLFK�LW�SURYLGHV�� 
� 
Broker-Dealer:�DQ�HQWLW\�HQJDJHG�LQ�VHFXULWLHV�WUDQVDFWLRQV�IRU�LWV�RZQ�DFFRXQW�DQG�IRU�WKH�DFFRXQW�RI� 
RWKHUV��$�EURNHU�GHDOHU�PD\�DFW�DV�DJHQW��EURNHU��RU�SULQFLSDO��GHDOHU���7KH�SXUFKDVH�FRQILUPDWLRQ�ZLOO�VWDWH� 
ZKHWKHU�WKH�EURNHU�GHDOHU�DFWHG�DV�EURNHU��DJHQW��RU�GHDOHU��SULQFLSDO��IRU�WKH�WUDQVDFWLRQ�� 
� 
Bullet Bond:�D�GHEW�VHFXULW\�WKDW�UHWXUQV�����SHUFHQW�RI�SULQFLSDO�RQ�WKH�PDWXULW\�GDWH�� 
� 
Call:�1��DQ�RSWLRQ�FRQWUDFW�gUDQWLQJ�WKH�bX\HU�WKH�ULJKW�EXW�QRW�WKH�REOLJDWLRQ�WR�pXUFKDVH��FDOO��D�VSHFLILHG� 
TXDQWLW\�RI�D�VHFXULW\�DW�D�VSHFLILHG�SULFH�(WKH�H[HUFLVH�RU�VWULNH�SULFH��DQG�WLPH��WKH�H[HUFLVH�VW\OH���7\SLFDO� 
RSWLRQ�WHUPV�SURYLGH�IRU�H[HUFLVH�D��DW�DQ\�WLPH�XQWLO�WKH�VWDWHG�H[SLUDWLRQ�GDWH�RI�WKH�FRQWUDFW�($PHULFDQ� 
H[HUFLVH�VW\OH���RU�b��RQO\�DW�WKH�VWDWHG�H[SLUDWLRQ�GDWH��(XURSHDQ�H[HUFLVH�VW\OH���6XFK�DQ�RSWLRQ�LV�ERXJKW� 
LQ�WKH�H[SHFWDWLRQ�RI�D�SULFH�ULVH�DERYH�WKH�VWULNH�SULFH��,I�WKH�SULFH�ULVH�RFFXUV��WKH�SXUFKDVHU�ZLOO�H[HUFLVH� 
WKH�RSWLRQ��,I�WKH�ULVH�GRHV�QRW�RFFXU��WKH�SXUFKDVHU�ZLOO�OHW�WKH�RSWLRQ�H[SLUH�DQG�ZLOO�ORVH�WKH�SXUFKDVH�SULFH� 
RI�WKH�RSWLRQ��WKDW�LV��WKH�RSWLRQ�SUHPLXP�����DQ�HPEHGGHG�FDOO�LQ�D�VHFXULW\�JUDQWV�WKH�LVVXHU�WKH�ULJKW�WR� 
UHWLUH�RU�³FDOO�DZD\´�DOO�RU�SDUW�RI�WKH�VHFXULW\�DW�D�VSHFLILF�SULFH��WKH�FDOO�SULFH��DQG�DW�D�VSHFLILF�WLPH�SULRU� 
WR�LWV�FRQWUDFWXDO�PDWXULW\�GDWH��7KH�DELOLW\�WR�FDOO�WKH�VHFXULW\�LV�DQ�³RSWLRQ´�WKDW�EHORQJV�WR�WKH�LVVXHU�RI�WKH� 
ERQG��&RPPRQ�FDOO�IHDWXUHV�LQFOXGH�D��FDOODEOH�RQO\�RQ�VSHFLILF�FDOO�GDWHV��RU�E��FRQWLQXRXV��WKDW�LV��FDOODEOH� 
DQ\WLPH��XVXDOO\�DIWHU�D�ORFNRXW�SHULRG��ZKLFK�LV�D�WLPH�SHULRG�ZKHQ�D�FDOO�FDQQRW�RFFXU�� 
� 
Call Date:�WKH�GDWH�RU�GDWHV�RQ�ZKLFK�D�VHFXULW\�PD\�EH�UHGHHPHG�E\�WKH�LVVXHU�DW�D�SUH�VSHFLILHG�SULFH�� 
� 
Call Feature:�D�SURYLVLRQ�RQ�D�ERQG�ZKLFK�HQWLWOHV�WKH�LVVXHU�WR�UHGHHP�WKH�ERQG�DW�IDFH�YDOXH�RU�RWKHU� 
SULFH�EHIRUH�WKH�PDWXULW\�GDWH�� 
� 
Call Loan:�D�VKRUW�WHUP�ORDQ�RI�WHPSRUDULO\�OLTXLG�IXQGV�E\�EDQNV�WR�VHFXULWLHV�GHDOHUV�DQG�EURNHUV�� 
� 
Cap:����DQ�HPEHGGHG�RSWLRQ�LQ�D�IORDWLQJ�UDWH�VHFXULW\�WKDW�SODFHV�D�UDWH�FHLOLQJ��VSHFLI\LQJ�WKH�KLJKHVW� 
LQWHUHVW�UDWH�WKDW�ZLOO�EH�SDLG��RQ�WKH�IORDWLQJ�UDWH�FRXSRQ�����D�VWDQG�DORQH�RSWLRQ�FRQWUDFW��XVXDOO\�ZULWWHQ� 
DV�D�VZDS��WKDW�SD\V�WKH�KROGHU�RI�WKH�FDS�DQ�DPRXQW�HTXDO�WR�WKH�QRWLRQDO�SULQFLSDO�DPRXQW�WLPHV�WKH�H[FHVV� 
RI�WKH�PDUNHW�UDWH�RYHU�WKH�FDS�UDWH��$�FDS�XVXDOO\�FRQVLVWV�RI�D�VWULS�RI�FDSOHWV��WKDW�LV��D�VHULHV�RI�RSWLRQV� 
ZLWK�VHTXHQWLDO�H[SLUDWLRQ�GDWHV���(DFK�FDSOHW�LV�DQ�RSWLRQ�RQ�UDWHV�IRU�D�VLQJOH�SHULRG�RI�WLPH�����IRU�ULVN� 
PDQDJHPHQW�SXUSRVHV��WKH�TXDQWLWDWLYH�OLPLW�SODFHG�RQ�WKH�SRVLWLRQ�WKDW�D�SDUWLFLSDQW�LQ�D�IXQGV�RU�VHFXULWLHV� 
WUDQVIHU�V\VWHP�FDQ�LQFXU�GXULQJ�WKH�EXVLQHVV�GD\�� 
� 
Carry:�WKH�LQWHUHVW�FRVW�RI�ILQDQFLQJ�VHFXULWLHV�SRVLWLRQV��FDOFXODWHG�E\�VXEWUDFWLQJ�WKH�FRVW�RI�IXQGV� 
ERUURZHG�WR�ILQDQFH�WKH�VHFXULWLHV�IURP�WKH�LQWHUHVW�HDUQHG�RQ�WKH�VHFXULWLHV�� 
� 
Cash Commodity:�VHH�³$FWXDOV´��� 
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� 
Cash Flow:����WKH�VWUHDP�RI�SULQFLSDO�DQG�LQWHUHVW�SD\PHQWV�RQ�D�VHFXULW\�����WKH�DPRXQW�RI�FDVK�GHULYHG� 
RYHU�D�FHUWDLQ�PHDVXUHG�SHULRG�RI�WLPH�IURP�WKH�RSHUDWLRQ�RI�LQFRPH�SURGXFLQJ�SURSHUW\�DIWHU�GHEW�VHUYLFHV� 
DQG�RSHUDWLQJ�H[SHQVHV��EXW�EHIRUH�GHSUHFLDWLRQ�� 
� 
Cash Forward Agreement:�D�FDVK�WUDQVDFWLRQ�LQ�ZKLFK�D�EX\HU�DQG�VHOOHU�DJUHH�XSRQ�GHOLYHU\�RI�D� 
VSHFLILHG�DPRXQW�RI�D�VHFXULW\�DW�D�VSHFLILHG�IXWXUH�GDWH��$OVR�NQRZQ�DV�D�ILUP�FRPPLWPHQW��6HH� 
³&RPPLWPHQW´�� 
� 
Cash Market:�WUDGLWLRQDOO\��GHQRWHV�WKH�PDUNHW�LQ�ZKLFK�FRPPRGLWLHV�DUH�WUDGHG��IRU�LPPHGLDWH�GHOLYHU\�� 
DJDLQVW�FDVK��7KH�FDVK�PDUNHW�LQ�ZKLFK�VHFXULWLHV�WUDGH�IRU�LPPHGLDWH�GHOLYHU\�LV�FRQWUDVWHG�ZLWK�WKH�IXWXUHV� 
PDUNHWV�LQ�ZKLFK�VHFXULWLHV�WUDGH�IRU�IXWXUH�GHOLYHU\�� 
� 
Cash Price:�D�SULFH�TXRWDWLRQ�REWDLQHG�RU�D�SULFH�DFWXDOO\�UHFHLYHG�LQ�D�FDVK�PDUNHW��6DPH�DV�³6SRW�3ULFH´�� 
� 
Cash Settlement:����PRQH\�PDUNHW�VHFXULWLHV�SXUFKDVHG�IRU�GHOLYHU\�RQ�WKH�VDPH�GD\�WKH�WUDGH�LV�PDGH�� 
���D�PHWKRG�RI�VHWWOLQJ�DQ�RSWLRQ�FRQWUDFW�ZKHUHE\�WKH�VHOOHU�SD\V�WKH�EX\HU�D�FDVK�DPRXQW�GHWHUPLQHG� 
DFFRUGLQJ�WR�D�SURFHGXUH�VSHFLILHG�LQ�WKH�FRQWUDFW�EDVHG�RQ�WKH�FDVK�YDOXH�RI�WKH�XQGHUO\LQJ�LQVWUXPHQW�DW� 
H[SLUDWLRQ��)XWXUHV�FRQWUDFWV�DOVR�PD\�VSHFLI\�FDVK�VHWWOHPHQW�LQ�OLHX�RI�SK\VLFDO�GHOLYHU\�DW�PDWXULW\�� 

CATS (Certificate of Accrual on Treasury Securities):�DQ�REVROHWH�IRUP�RI�]HUR�FRXSRQ�7UHDVXU\� 
VHFXULW\��6HH�³675,36´�� 
� 
Certificate of Deposit (CD):�D�WLPH�GHSRVLW�LVVXHG�E\�D�EDQN�WKDW�SD\V�LQWHUHVW�SHULRGLFDOO\�RU�DW�PDWXULW\�� 
:KLOH�SULQFLSDO�PD\�EH�SDLG�DFFRUGLQJ�WR�D�VFKHGXOH��W\SLFDOO\�SULQFLSDO�LV�UHSDLG�LQ�D�VLQJOH�SD\PHQW�RQ�WKH� 
PDWXULW\�GDWH��³%URNHUHG�&'V´�DUH�PDUNHWHG�WKURXJK�D�GHSRVLW�EURNHU�WR�LQYHVWRUV��%\�ZD\�RI�FRPSDULVRQ��D� 
³GLUHFW�&'´�LV�SXUFKDVHG�IURP�WKH�LVVXLQJ�ILQDQFLDO�LQVWLWXWLRQ�ZLWKRXW�WKH�XVH�RI�D�GHSRVLW�EURNHU��$� 
QHJRWLDEOH�&'�FDQ�EH�VROG�E\�WKH�KROGHU�WR�DQRWKHU�SDUW\�LQ�WKH�PDUNHW�SULRU�WR�PDWXULW\��,Q�FRQWUDVW��D�QRQ� 
QHJRWLDEOH�&'�FDQQRW�EH�WUDQVIHUUHG��EXW�PD\�EH�UHGHHPHG�ZLWK�WKH�LVVXHU�VXEMHFW�WR�DQ\�LQWHUHVW�SHQDOW\�� 
� 
Cheap:�:DOO�6WUHHW�YHUQDFXODU�IRU�WKH�UHODWLYH�YDOXH�RI�RQH�VHFXULW\�WR�DQRWKHU�LQ�WHUPV�RI�LWV�KLVWRULFDO� 
SULFH�UHODWLRQVKLS��,I�D�VHFXULW\�LV�FKHDS��LW�LV�XQGHUSULFHG�UHODWLYH�WR�DQRWKHU�VHFXULW\��6HH�DOVR�³5LFK´�� 
� 
Chicago Board of Trade (CBOT):�DQ�H[FKDQJH�ZKLFK�LV�GHVLJQDWHG�DV�D�FRQWUDFW�PDUNHW�LQ�YDULRXV� 
FRPPRGLW\�IXWXUHV�DQG�RSWLRQ�FRQWUDFWV��7KH�&%27�LQWURGXFHG�*10$�IXWXUHV�FRQWUDFWV�LQ�������QR�ORQJHU� 
WUDGHG��DQG�QRZ�LV�DQ�DFWLYH�FRQWUDFW�PDUNHW�IRU�IXWXUHV�FRQWUDFWV�LQ�7UHDVXU\�VHFXULWLHV�� 
� 
Churning:�H[FHVVLYH�SXUFKDVHV�DQG�VDOHV�E\�D�EURNHU�LQ�WKH�DFFRXQWV�RI�RQH�RU�PRUH�FXVWRPHUV�IRU�WKH� 
SXUSRVH�RI�JHQHUDWLQJ�FRPPLVVLRQV�ZKLOH�GLVUHJDUGLQJ�WKH�LQWHUHVWV�RI�WKH�FXVWRPHUV�� 
� 
Clean-up Call:�WKH�UHGHPSWLRQ�RI�WKH�UHPDLQLQJ�RXWVWDQGLQJ�SULQFLSDO�RI�DQ�DVVHW�EDFNHG�VHFXULW\�WKDW�LV� 
WULJJHUHG�E\�WKH�UHGXFWLRQ�LQ�RXWVWDQGLQJ�SULQFLSDO�WKURXJK�DPRUWL]DWLRQ�RU�SUHSD\PHQW�WR�D�VSHFLILHG� 
SHUFHQWDJH�RI�WKH�RULJLQDO�SULQFLSDO� 
� 
Clearing/Clearance:�WKH�SURFHVV�RI�WUDQVPLWWLQJ��UHFRQFLOLQJ�DQG�LQ�VRPH�FDVHV�FRQILUPLQJ�SD\PHQW�RUGHUV� 
RU�VHFXULW\�WUDQVIHU�LQVWUXFWLRQV�SULRU�WR�VHWWOHPHQW��6RPHWLPHV�WKH�WHUPV�DUH�XVHG�WR�LQFOXGH�VHWWOHPHQW�� 
� 
Clearing Corporation:����DQ\�SHUVRQ�ZKR�DFWV�DV�DQ�LQWHUPHGLDU\�LQ�PDNLQJ�SD\PHQWV�RU�GHOLYHULHV�RU� 
ERWK�LQ�FRQQHFWLRQ�ZLWK�WUDQVDFWLRQV�LQ�VHFXULWLHV��JHQHUDOO\�VHUYLQJ�WR�FHQWUDOL]H�DQG�UHGXFH�WKH�QXPEHU�RI� 
VHWWOHPHQWV�RI�VHFXULWLHV�WUDQVDFWLRQV��0DMRU�FOHDULQJ�FRUSRUDWLRQV�IRU�IL[HG�LQFRPH�VHFXULWLHV�LQFOXGH�WKH� 
*RYHUQPHQW�6HFXULWLHV�&OHDULQJ�&RUSRUDWLRQ�DQG�WKH�0RUWJDJH�%DFNHG�6HFXULWLHV�&OHDULQJ�&RUSRUDWLRQ�� 
���D�FRUSRUDWLRQ�RUJDQL]HG�WR�IXQFWLRQ�DV�WKH�FOHDULQJ�KRXVH�IRU�DQ�H[FKDQJH��WKDW�PD\�LQWHUSRVH�LWVHOI�DV�WKH� 
EX\HU�WR�HYHU\�VHOOHU�DQG�WKH�VHOOHU�WR�HYHU\�EX\HU�� 
� 

������ 
� 



INVESTMENT ANALYSIS
 

Clearing Member:�D�EURNHUDJH�FRQFHUQ�HQWLWOHG�WR�XVH�WKH�VHUYLFHV�RI�D�FOHDULQJ�FRUSRUDWLRQ�� 
� 
Clearing Organization:�XVXDOO\�D�EURNHUDJH�FRQFHUQ�ZKLFK�FOHDUV�WKH�WUDQVDFWLRQV�RI�DQRWKHU�EURNHUDJH� 
FRQFHUQ�� 
� 
Closed Position:�IRUZDUG�RU�IXWXUHV�FRQWUDFWV�ZKLFK�KDYH�EHHQ�RIIVHW�LQ�IXOO�DUH�FRQVLGHUHG��FORVHG�� 
EHFDXVH�WKH�REOLJDWLRQV�FDQFHO�HDFK�RWKHU�RXW�� 
� 
Closing Price:�WKH�SULFH��RU�SULFH�UDQJH��DW�ZKLFK�WUDQVDFWLRQV�DUH�PDGH�MXVW�EHIRUH�WKH�HQG�RI�WUDGLQJ�RQ�D� 
JLYHQ�GD\��6HH�DOVR�³6HWWOHPHQW�3ULFH´�� 
� 
Collar:����D�PD[LPXP�DQG�D�PLQLPXP�LQWHUHVW�UDWH�RQ�D�IORDWLQJ�UDWH�ERQG��7KLV�LV�FRPSULVHG�RI�WZR� 
HPEHGGHG�RSWLRQ�SRVLWLRQV��D�VKRUW�FDS�RQ�UDWHV�DQG�D�ORQJ�IORRU�RQ�UDWHV��6HH�³(PEHGGHG�2SWLRQ´��³&DS´�� 
DQG�³)ORRU´�����D�VZDS�FRQWUDFW�WKDW�HOLPLQDWHV�WKH�GRZQVLGH�ULVN�EHORZ�WKH�IORRU�SULFH��RU�UDWH��DQG� 
HOLPLQDWHV�WKH�XSVLGH�SDUWLFLSDWLRQ�DERYH�WKH�FDS�SULFH��RU�UDWH���7KLV�LV�FRPSULVHG�RI�D�ORQJ�IORRU�RQ�SULFH� 
�RU�UDWH��DQG�D�VKRUW�FDS�RQ�SULFH��RU�UDWH��� 
� 
Collateral:�DQ�DVVHW�SOHGJHG�WR�D�OHQGHU�XQWLO�D�ORDQ�LV�UHSDLG��,I�WKH�ERUURZHU�GHIDXOWV��WKH�OHQGHU�KDV�WKH� 
ULJKW�WR�VHL]H�WKH�FROODWHUDO�DQG�VHOO�LW�WR�SD\�RII�WKH�ORDQ�� 
� 
Collateralized Mortgage Obligation (CMO):�D�ERQG�WKDW�UHSUHVHQWV�D�SDUWLWLRQHG�RZQHUVKLS�RI�D� 
PRUWJDJH�SRRO��&02V�DUH�LVVXHG�E\�D�WUXVW�ZKLFK�KROGV�PRUWJDJH�EDFNHG�VHFXULWLHV�DV�FROODWHUDO��7KH�WUXVW� 
LVVXHV�VHYHUDO�GLIIHUHQW�FODVVHV�RI�&02V��FDOOHG�WUDQFKHV��7UDQFKHV�KDYH�GLIIHUHQW�PDWXULWLHV��FRXSRQV��DQG� 
ULVNV��$�FRPPRQ�&02�VWUXFWXUH�VHSDUDWHV�SRROV�LQWR�VKRUW���PHGLXP���DQG�ORQJ�WHUP�FODVVHV��ZKLFK�GLYLGHV� 
WKH�RZQHUVKLS�RI�WKH�0%6�SRROV�LQWR�VHTXHQWLDO�SD\�WUDQFKHV��SULQFLSDO�LV�SDLG�WR�WKH�FODVV�ZLWK�WKH�KLJKHVW� 
SULRULW\�FODLP�RQ�SULQFLSDO�SD\PHQWV��WKH�VKRUW�WHUP�FODVV��RIWHQ�FDOOHG�WKH�$�WUDQFK��XQWLO�DOO�ERQGV�RI�WKDW� 
SULRULW\�KDYH�EHHQ�UHGHHPHG��WKHQ��SULQFLSDO�LV�SDLG�WR�WKH�QH[W�KLJKHVW�SULRULW\�FODVV��WKH�PHGLXP�WHUP� 
FODVV��RIWHQ�FDOOHG�WKH�%�WUDQFK��XQWLO�DOO�ERQGV�RI�WKDW�SULRULW\�KDYH�EHHQ�UHGHHPHG��ILQDOO\��SULQFLSDO�LV�SDLG� 
WR�WKH�ORQJ�WHUP�FODVV��RIWHQ�FDOOHG�WKH�&�WUDQFK���7KLV�VWUXFWXULQJ�FUHDWHV�D�VHULHV�RI�ERQGV�RI�GLVWLQFW� 
H[SHFWHG�PDWXULWLHV��7KHUH�DUH�PDQ\�GLIIHUHQW�VWUXFWXUHV�WKDW�VSHFLI\�FRPSOH[�FDVK�IORZ�SULRULWLHV�RI� 
SULQFLSDO�DQG�LQWHUHVW��$�&02�LV�DOVR�UHIHUUHG�WR�DV�D�5(0,&��5HDO�(VWDWH�0RUWJDJH�,QYHVWPHQW�&RQGXLW��� 
� 
Commercial Mortgage-Related Security:�D�PRUWJDJH�UHODWHG�VHFXULW\�ZKHUH�WKH�PRUWJDJHV�DUH�VHFXUHG�E\� 
UHDO�HVWDWH�XSRQ�ZKLFK�D�FRPPHUFLDO�VWUXFWXUH�LV�ORFDWHG�� 
� 
Commercial Paper:�D�VKRUW�WHUP�XQVHFXUHG�SURPLVVRU\�QRWH�LVVXHG�E\�D�FRUSRUDWLRQ�IRU�D�PDWXULW\� 
VSHFLILHG�E\�WKH�EX\HU�� 
� 
Commitment:�DQ�DJUHHPHQW�WR�EX\�RU�VHOO�D�VHFXULW\�DW�D�IXWXUH�GDWH��VXEMHFW�WR�FRPSOLDQFH�ZLWK�VWDWHG� 
FRQGLWLRQV��$SSOLHV�WR�PRUWJDJH�EDFNHG�VHFXULWLHV��6HH�³&DVK�)RUZDUG�$JUHHPHQW´�´�6WDQGE\� 
&RPPLWPHQW´��DQG�³7DNH�2XW�&RPPLWPHQW´�� 
� 
Commitment Fee:�VHH�)HH�� 
� 
Commodity Futures Trading Commission (CFTC):�D�IHGHUDO�UHJXODWRU\�DJHQF\�FKDUJHG�DQG�HPSRZHUHG� 
XQGHU�WKH�&RPPRGLW\�([FKDQJH�$FW�ZLWK�UHJXODWLRQ�RI�IXWXUHV�WUDGLQJ�LQ�DOO�FRPPRGLWLHV�� 
� 
Common Trust:�D�FROOHFWLYH�LQYHVWPHQW�IXQG�PDLQWDLQHG�E\�D�QDWLRQDO�EDQN�XQGHU����&)5�SDUW���� 
� 
Competitive Bid:����ELG�WHQGHUHG�LQ�D�7UHDVXU\�DXFWLRQ�IRU�D�VSHFLILF�DPRXQW�RI�VHFXULWLHV�DW�D�VSHFLILF� 
\LHOG�RU�SULFH�����ELGV�VROLFLWHG�IURP�RQH�RU�PRUH�V\QGLFDWHV�E\�LVVXHUV�VXFK�DV�PXQLFLSDOLWLHV�DQG�SXEOLF� 
XWLOLWLHV�IRU�QHZ�LVVXHV�� 

Conditional Prepayment Rate (CPR):�VDPH�DV�³&RQVWDQW�3UHSD\PHQW�5DWH´�� 

������ 
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� 
Confirmation:�WKH�GRFXPHQW��RU�SURFHVV��ZKHUHE\�D�PDUNHW�SDUWLFLSDQW�QRWLILHV�LWV�FXVWRPHUV�RI�WKH�GHWDLOV� 
RI�D�WUDGH�DQG��W\SLFDOO\��DOORZV�WLPH�WR�DIILUP�RU�WR�TXHVWLRQ�WKH�WUDGH�ZKLFK�KDG�SUHYLRXVO\�EHHQ�DJUHHG�WR� 
YHUEDOO\�� 
� 
Connie Mac:�D�FROORTXLDO�WHUP�IRU�VHFXULWLHV�FROODWHUDOL]HG�E\�SRROV�RI�FRQYHQWLRQDO�PRUWJDJHV��6HH� 
³&RQYHQWLRQDO�/RDQ´�� 
� 
Constant Maturity Treasury (CMT):�D�FRQVWUXFW�WR�REWDLQ�D�ERQG�HTXLYDOHQW�\LHOG�IRU�D�IL[HG�PDWXULW\�� 
<LHOG�FXUYHV�RQ�8�6��7UHDVXU\�VHFXULWLHV�DUH�FRQVWUXFWHG�GDLO\�E\�WKH�7UHDVXU\�'HSDUWPHQW��7KH�FXUYHV�DUH� 
ILWWHG�EDVHG�RQ�WKH�FORVLQJ�PDUNHW�ELG�\LHOGV�RI�DFWLYHO\�WUDGHG�7UHDVXU\�VHFXULWLHV��9DOXHV�DUH�UHDG��RU� 
LQWHUSRODWHG�XVLQJ�FXELF�VSOLQH�ILWWLQJ��IURP�WKH�\LHOG�FXUYH�IRU�FRQVWDQW�UHPDLQLQJ�PDWXULWLHV�RI���������������� 
����DQG����\HDUV��7KH�\LHOG�IRU�RQH�DQG�WKUHH�\HDU�&07¶V�DUH�RIWHQ�XVHG�DV�LQGH[HV�IRU�YDULDEOH�UDWH� 
VHFXULWLHV�� 
� 
&onstant Percent Prepayment (CPP):�DQ�LQIUHTXHQWO\�XVHG�WHUP�WKDW�H[SUHVVHV�VLQJOH�PRQWKO\�PRUWDOLW\� 
�600��RQ�DQ�DQQXDOL]HG�EDVLV�ZLWKRXW�FRUUHFWLQJ�IRU�WKH�HIIHFWV�RI�FRPSRXQGLQJ��&33�LV�600�PXOWLSOLHG� 
E\����� 
� 
Constant Prepayment Rate (CPR):�D�PHDVXUH�RI�WKH�SUHSD\PHQW�UDWH�DW�ZKLFK�PRUWJDJH�FROODWHUDO�LV� 
H[SHFWHG�WR�SUHSD\��H[SUHVVHG�DV�DQ�DQQXDO�SHUFHQWDJH�RI�WKH�UHPDLQLQJ�FROODWHUDO��6RPHWLPHV�FDOOHG� 
³&RQGLWLRQDO�3UHSD\PHQW�5DWH´��&35�UHIOHFWV�WKH�UHVXOW�RI�FRPSRXQGLQJ�RQ�600��,I�D�FRQVWDQW�SHUFHQW�RI� 
WKH�RXWVWDQGLQJ�EDODQFH�SUHSD\V�HDFK�PRQWK��WKH�GROODU�DPRXQW�SUHSDLG�GHFOLQHV�RYHU�WLPH��8VLQJ�D��� 
SHUFHQW�600��RQ�D����������PRUWJDJH�������������������[������ZRXOG�SUHSD\�LQ�WKH�ILUVW�PRQWK��EXW�RQO\� 
����������������[������ZRXOG�SUHSD\�LQ�WKH�VHFRQG�PRQWK��,Q�WKH�ILUVW�\HDU�WKH�&35�ZRXOG�EH������� 
SHUFHQW��L�H���>���������������@�DQG�WKH�UHPDLQLQJ�PRUWJDJH�EDODQFH�DW�WKH�HQG�RI�WKH�ILUVW�\HDU�ZRXOG�EH� 
���������L�H���>������������[��������@�� 
� 
Contract:����D�ELODWHUDO�DJUHHPHQW�EHWZHHQ�EX\HU�DQG�VHOOHU�����D�WHUP�RI�UHIHUHQFH�GHVFULELQJ�D�XQLW�RI� 
WUDGLQJ�IRU�D�FRPPRGLW\�IRU�IXWXUH�GHOLYHU\�� 
� 
Contract Grades:�WKRVH�JUDGHV�RI�D�FRPPRGLW\�ZKLFK�KDYH�EHHQ�RIILFLDOO\�DSSURYHG�E\�DQ�H[FKDQJH�DV� 
GHOLYHUDEOH�LQ�VHWWOHPHQW�RI�D�IXWXUHV�FRQWUDFW�� 
� 
Contract Market:�D�ERDUG�RI�WUDGH�GHVLJQDWHG�E\�WKH�&RPPRGLW\�)XWXUHV�7UDGLQJ�&RPPLVVLRQ�DV�D� 
FRQWUDFW�PDUNHW�XQGHU�WKH�&RPPRGLW\�([FKDQJH�$FW��&RQWUDFW�PDUNHWV�LQFOXGH�����D�IXWXUHV�FRQWUDFW�LQ�D� 
VSHFLILHG�FRPPRGLW\�RU�ILQDQFLDO�LQVWUXPHQW�����DQ�RSWLRQ�FRQWUDFW�RQ�D�VSHFLILHG�FRPPRGLW\�RU�ILQDQFLDO� 
LQVWUXPHQW��DOVR�FDOOHG�DQ�RSWLRQ�RQ�D�SK\VLFDO���DQG����DQ�RSWLRQ�FRQWUDFW�RQ�D�IXWXUHV�FRQWUDFW��DOVR�FDOOHG� 
D�IXWXUHV�RSWLRQ��� 
� 
Contract Month:�WKH�PRQWK�LQ�ZKLFK�GHOLYHU\�LV�WR�EH�PDGH�LQ�DFFRUGDQFH�ZLWK�D�IXWXUHV�FRQWUDFW�� 
� 
Convertible:����D�IHDWXUH�RI�DQ�DGMXVWDEOH�UDWH�PRUWJDJH�WKDW�SHUPLWV�D�FKDQJH�WR�D�IL[HG�UDWH�PRUWJDJH�����D� 
ERQG�FRQWDLQLQJ�D�SURYLVLRQ�WKDW�SHUPLWV�FRQYHUVLRQ�WR�WKH�LVVXHU¶V�FRPPRQ�VWRFN�DW�VRPH�IL[HG�H[FKDQJH� 
UDWLR�� 
� 
Convexity:����D�PHDVXUH�RI�WKH�FXUYDWXUH�RI�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�FKDQJH�LQ�ERQG�SULFH�DQG�WKH� 
FKDQJH�LQ�LQWHUHVW�UDWHV��$�ERQG�RU�QRWH�LV�VDLG�WR�KDYH�SRVLWLYH�FRQYH[LW\�LI�WKH�LQVWUXPHQW¶V�YDOXH�LQFUHDVHV� 
DW�OHDVW�DV�PXFK�DV�GXUDWLRQ�SUHGLFWV�ZKHQ�UDWHV�GURS��DQG�GHFUHDVHV�OHVV�WKDQ�GXUDWLRQ�SUHGLFWV�ZKHQ�UDWHV� 
ULVH��3RVLWLYH�FRQYH[LW\�LV�GHVLUDEOH�WR�LQYHVWRUV�EHFDXVH�LW�PDNHV�D�SRVLWLRQ�PRUH�YDOXDEOH�DIWHU�DQ�LQWHUHVW� 
UDWH�FKDQJH�WKDQ�VXJJHVWHG�E\�D�GXUDWLRQ�HVWLPDWH��1HJDWLYH�FRQYH[LW\�UHIHUV�WR�D�SRVLWLRQ�WKDW�ORVHV�YDOXH� 
UHODWLYH�WR�GXUDWLRQ¶V�SUHGLFWLRQ�ZKHQ�SULFHV�FKDQJH�LQ�HLWKHU�GLUHFWLRQ�����D�FROORTXLDO�WHUP�IRU�WKH�JDPPD� 
RI�DQ�RSWLRQ��ZKLFK�SUDFWLWLRQHUV�PD\�UHIHU�WR�DV�FXUYDWXUH��3UDFWLWLRQHUV�DOVR�PD\�XVH�LQWHUFKDQJHDEO\�WKH� 
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WHUPV�VHOOLQJ�FRQYH[LW\�DQG�VHOOLQJ�YRODWLOLW\��WKHVH�WHUPV�UHIHU�WR�WKH�SLFN�XS�LQ�\LHOG�IRU�VHOOLQJ�WKH�FDOO� 
RSWLRQV�WKDW�DUH�HPEHGGHG�LQ�ERQGV�VXFK�DV�0%6�DQG�FDOODEOH�*6(�ERQGV�� 
� 
Corporate Bond Equivalent Yield:�DQ�XSZDUG�DGMXVWPHQW�WR�UHIOHFW�PRQWKO\�SD\PHQW�RI�LQWHUHVW�UDWKHU� 
WKDQ�VHPLDQQXDO�SD\PHQW�RI�LQWHUHVW�ZKLFK�LV�WKH�FRQYHQWLRQ�LQ�WKH�&RUSRUDWH�DQG�*RYHUQPHQW�ERQG� 
PDUNHWV�� 
� 
Correspondent:�D�PRUWJDJH�EDQNHU�ZKR�VHUYLFHV�PRUWJDJH�ORDQV�DV�D�UHSUHVHQWDWLYH�RU�DQ�DJHQW�IRU�WKH� 
PRUWJDJH�RZQHU�RU�LQYHVWRU��$OVR�DSSOLHV�WR�WKH�PRUWJDJH�EDQNHU V�UROH�DV�RULJLQDWRU�RI�PRUWJDJH�ORDQV�IRU� 
DQ�LQYHVWRU�� 

Cost of Funds Index (COFI):�DQ�LQGH[�WKDW�UHIOHFWV�WKH�FRVW�RI�IXQGV�IRU�DOO�WKULIW�LQVWLWXWLRQV�DV�UHSRUWHG� 
E\�WKH�)HGHUDO�+RPH�/RDQ�%DQNV��&RVW�RI�IXQGV�LV�GHILQHG�DV�WKH�DQQXDOL]HG�DYHUDJH�LQWHUHVW�SDLG�RU� 
DFFUXHG�RQ�GHSRVLWV��RQ�)+/%�DGYDQFHV�DQG�RWKHU�ERUURZHG�PRQH\�GXULQJ�D�UHSRUWLQJ�SHULRG��7KH�PRVW� 
FRPPRQ�&2),�LV�WKH�)HGHUDO�+RPH�/RDQ�%DQN¶V���WK�'LVWULFW�&2),��ZKLFK�LV�FRPSLOHG�IURP�VDYLQJV�EDQNV� 
LQ�&DOLIRUQLD��$UL]RQD��DQG�1HYDGD�� 
� 
Counterparty:�WKH�RSSRVLWH�SDUW\�WR�D�ILQDQFLDO�WUDQVDFWLRQ�RU�FRQWUDFW�� 
� 
Coupon:����WKH�VWDWHG�DQQXDO�LQWHUHVW�UDWH�RQ�D�GHEW�LQVWUXPHQW�WKDW�WKH�LVVXHU�SURPLVHV�WR�SD\�SHULRGLFDOO\� 
WR�WKH�KROGHU�XQWLO�PDWXULW\��6HH�³&RXSRQ�5DWH´�����WKDW�SRUWLRQ�RI�WKH�SK\VLFDO�VHFXULW\�ZKLFK�VKRZV�WKH� 
LQWHUHVW�GXH�RQ�WKH�SD\DEOH�GDWH��XVXDOO\�VHPLDQQXDOO\���3K\VLFDO�VHFXULWLHV�PD\�KDYH�GHWDFKDEOH�FRXSRQV� 
WKDW�PXVW�EH�SUHVHQWHG�E\�WKH�KROGHU�IRU�SD\PHQW�� 
� 
Coupon Date:�WKH�GDWH�WKH�LQWHUHVW�SD\PHQW�LV�GXH�WR�WKH�RZQHU�RI�WKH�LQYHVWPHQW�� 
� 
Coupon Income:�WKH�LQFRPH�UHFHLYHG�IURP�WKH�FRXSRQ�UDWH�RQ�RZQHG�VHFXULWLHV�� 
� 
Coupon Rate:�WKH�LQWHUHVW�UDWH�RQ�D�GHEW�LQVWUXPHQW��H[SUHVVHG�DV�D�SHUFHQWDJH�RI�IDFH�YDOXH��SDLG� 
SHULRGLFDOO\�E\�WKH�LVVXHU��H�J���D�ERQG�ZLWK�D����FRXSRQ�ZLOO�SD\����SHU������RI�IDFH�DPRXQW�SHU�\HDU�� 
XVXDOO\�LQ�LQVWDOOPHQWV�HYHU\�VL[�PRQWKV��1RW�V\QRQ\PRXV�ZLWK�\LHOG��6HH�³5DWH�RI�,QWHUHVW´�� 
� 
Cover:�SXUFKDVLQJ�WR�RIIVHW�D�VKRUW�SRVLWLRQ��6DPH�DV�³6KRUW�&RYHULQJ´��6HH�³2IIVHW´��³/LTXLGDWLRQ´�� 
³(YHQLQJ�8S´�� 
� 
Covered Call Writer��D�VHOOHU�RI�D�FDOO�RSWLRQ�ZKR�RZQV�WKH�XQGHUO\LQJ�VHFXULW\�RQ�ZKLFK�WKH�RSWLRQ�LV� 
ZULWWHQ�� 
� 
Cover Value:�WKH�PRQHWDU\�DPRXQW�QHFHVVDU\�WR�EX\�LQ�D�VKRUW�SRVLWLRQ�DW�WKH�FXUUHQW�PDUNHW�YDOXH�� 
� 
Credit Enhancement:����WKH�EDFNLQJ�RI�D�GHEW�LQVWUXPHQW�ZLWK�FROODWHUDO��D�EDQN�/2&��RU�VRPH�RWKHU� 
GHYLFH�WR�DFKLHYH�D�KLJKHU�UDWLQJ�IRU�WKH�GHEW�LQVWUXPHQW�WKDQ�ZRXOG�EH�REWDLQHG�EDVHG�VROHO\�RQ�WKH�LVVXHU¶V� 
FUHGLW�ULVN�����DQ\�VWUXFWXUDO�FRPSRQHQW�RI�D�WUDQVDFWLRQ�WKDW�LQFUHDVHV�FUHGLWZRUWKLQHVV�� 

Credit Risk:�WKH�ULVN�RI�GHIDXOW�DV�UHIOHFWHG�E\�WKH�ILQDQFLDO�DQG�RSHUDWLQJ�ULVNV�RI�WKH�LVVXHU�� 
� 
Cross Hedge:�D�KHGJH�ZLWK�WZR�WUDQVDFWLRQV�LQ�GLIIHUHQW��EXW�UHODWHG��VHFXULWLHV��XVXDOO\�LQ�GLIIHUHQW�PDUNHWV�� 
H�J���D�ORQJ�SRVLWLRQ�LQ�86�7UHDVXU\�%RQGV�LQ�WKH�IXWXUHV�PDUNHW�DQG�D�VKRUW�SRVLWLRQ�LQ�WKH�*10$�IRUZDUG� 
PDUNHW�� 
� 
Current Coupon:�D�QHZO\�LVVXHG�RU�WR�EH�DQQRXQFHG�PRUWJDJH�EDFNHG�VHFXULW\�VHOOLQJ�DW�RU�FORVH�WR�SDU�� 
2WKHU�QHZ�LVVXHV�DUH�UHIHUUHG�WR�DV�GLVFRXQWV�RU�SUHPLXPV�� 
� 
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Current Issue:�WKH�PRVW�UHFHQWO\�DXFWLRQHG�LVVXH��XVXDOO\�LQ�7UHDVXU\�VHFXULWLHV��$OVR�UHIHUUHG�WR�DV�DQ�RQ� 
WKH�UXQ�LVVXH��7UDGLQJ�LV�PRUH�DFWLYH�LQ�FXUUHQW�LVVXHV�WKDQ�LQ�RII�WKH�UXQ�LVVXHV�� 
� 
Current Market Value:�WKH�FORVLQJ�SULFH�RI�D�VHFXULW\�DV�RI�WKH�SUHFHGLQJ�EXVLQHVV�GD\�� 
� 
Current Maturity:�FXUUHQW�WLPH�WR�PDWXULW\�RQ�DQ�RXWVWDQGLQJ�QRWH��ERQG��RU�RWKHU�PRQH\�PDUNHW� 
LQVWUXPHQW��H�J���D���\HDU�QRWH�RQH�\HDU�DIWHU�LVVXH�KDV�D�FXUUHQW�PDWXULW\�RI�IRXU�\HDUV�� 
� 
Current Yield:�FRXSRQ�SD\PHQWV�RQ�D�VHFXULW\�DV�D�SHUFHQWDJH�RI�WKH�VHFXULW\¶V�PDUNHW�SULFH��7KH�PDUNHW� 
SULFH�VKRXOG�EH�JURVV�RI�DFFUXHG�LQWHUHVW��SDUWLFXODUO\�RQ�LQVWUXPHQWV�ZKHUH�QR�FRXSRQ�LV�OHIW�WR�EH�SDLG�XQWLO� 
PDWXULW\��2IWHQ�UHIHUUHG�WR�DV�FXUUHQW�UHWXUQ�� 
� 
Custodial Agreement:�D�FRQWUDFW�LQ�ZKLFK�D�FXVWRGLDQ�DJUHHV�WR�H[HUFLVH�RUGLQDU\�FDUH�LQ�VDIHNHHSLQJ�DQG� 
DGPLQLVWUDWLRQ�RI�VHFXULWLHV�DQG�ILQDQFLDO�LQVWUXPHQWV�RQ�EHKDOI�RI�RWKHUV��5HJXODWLRQ�����SURKLELWV�D� 
FRQWUDFW�ZLWK�D�VWDQGDUG�RI�FDUH�OHVV�WKDQ�RUGLQDU\��0RGHUQ�WHUP�IRU�%DLOPHQW�IRU�+LUH�� 

Custodian:�DQ�LQGLYLGXDO�RU�RUJDQL]DWLRQ�UHVSRQVLEOH�IRU�VDIHJXDUGLQJ�DQG�DGPLQLVWUDWLRQ�RI�VHFXULWLHV�DQG� 
ILQDQFLDO�LQVWUXPHQWV�RQ�EHKDOI�RI�RWKHUV�� 

CUSIP Number (Committee on Uniform Securities Identification Procedures):�DQ�LGHQWLI\LQJ�QXPEHU� 
DVVLJQHG�WR�D�SXEOLFO\�WUDGHG�VHFXULW\��,W�LV�D�QLQH�GLJLW�FRGH��DOSKD�QXPHULF��WKDW�XQLTXHO\�LGHQWLILHV�DQ� 
LVVXH�� 
� 
Dealer:�DQ\�SHUVRQ�HQJDJHG�LQ�WKH�EXVLQHVV�RI�EX\LQJ�DQG�VHOOLQJ�VHFXULWLHV�IRU�KLV�RZQ�DFFRXQW��WKURXJK�D� 
EURNHU�RU�RWKHUZLVH��6XFK�DQ�LQGLYLGXDO�RU�ILUP�LV�DFWLQJ�DV�SULQFLSDO�UDWKHU�WKDQ�DV�DJHQW��7KH�GHDOHU� 
W\SLFDOO\�GRHV�QRW�FKDUJH�D�FRPPLVVLRQ��EXW�PDNHV�D�SURILW�IURP�WKH�GLIIHUHQFH�EHWZHHQ�LWV�SXUFKDVH�SULFH� 
DQG�LWV�VDOH�SULFH��$�GHDOHU�LV�QRW�UHTXLUHG�WR�GLVFORVH�LWV�FRVW�EDVLV��7KHUHIRUH��HDFK�SDUW\�WR�D�WUDGH�VKRXOG� 
HVWDEOLVK�ZKHWKHU�WKH�FRQWUD�SDUW\�ZLOO�UHFHLYH�GHDOHU�VWDWXV��7KH�GHDOHU¶V�FRQILUPDWLRQ�GLVFORVHV�WR�WKH� 
FXVWRPHU�WKDW�WKH�GHDOHU�KDV�DFWHG�DV�SULQFLSDO��$W�GLIIHUHQW�WLPHV��WKH�VDPH�LQGLYLGXDO�RU�ILUP�PD\�IXQFWLRQ� 
DV�HLWKHU�EURNHU�RU�GHDOHU�� 
� 
Dealers Association:�VHH�³0RUWJDJH�%DFNHG�6HFXULWLHV�'HDOHUV�$VVRFLDWLRQ´�� 
� 
Debenture:�D�ERQG�VHFXUHG�RQO\�E\�WKH�JHQHUDO�FUHGLW�RI�WKH�LVVXHU�� 

Debt securities:�,28V�FUHDWHG�WKURXJK�ORDQ�W\SH�WUDQVDFWLRQV�FRPPHUFLDO�SDSHU��EDQN�&'V��ELOOV��ERQGV�� 
DQG�RWKHU�LQVWUXPHQWV�� 
� 
Decay:�WKH�UDWH�DW�ZKLFK�D�YDULDEOH¶V�YDOXH�GLPLQLVKHV�WKURXJK�WLPH��H�J���LI�D�YDULDEOH�LV�VHW�HTXDO�WR�&H�UW�� 
DQG�&�LV�JUHDWHU�WKDQ����U�LV�SRVLWLYH��DQG�W�HTXDOV�WLPH��WKHQ�WKH�YDULDEOH�H[KLELWV�H[SRQHQWLDO�GHFD\��:KHUH�U� 
LV�WKH�FRQWLQXRXVO\�FRPSRXQGHG�LQWHUHVW�UDWH��WKH�IRUPXOD�FRPSXWHV�WKH�SUHVHQW�YDOXH�RI�WKH�FDVK�IORZ��&�� 
WKDW�ZLOO�RFFXU�DW�D�WLPH��W��LQ�WKH�IXWXUH�� 
� 
Deferred Futures:�WKH�PRVW�GLVWDQW�H[SLUDWLRQV�RI�WKH�OLVWHG�IXWXUHV�FRQWUDFW�PRQWKV��$OVR�FDOOHG�EDFN� 
PRQWKV�� 
� 
Delay:�UHIHUV�WR�WKH��VWDWHG��GHOD\�WLPH�HODSVHG�WR�WKH�ILUVW�SD\PHQW�RI�SULQFLSDO�DQG�LQWHUHVW��*10$�,����� 
GD\V��*10$�,,�����GD\V��)+/0&�3&�����GD\V��)+/0&�*ROG�����GD\V��)10$�0%6�����GD\V�� 
FRQYHQWLRQDO�SDVV�WKURXJKV�����GD\V���7KH��DFWXDO��GHOD\��RU�SHQDOW\��LV����GD\V�OHVV�WKDQ�WKH��VWDWHG��GHOD\�� 
� 
Deliverable Grades:�VHH�³&RQWUDFW�*UDGHV´�� 
� 
Delivery:����WKH�WHQGHU�RI�WKH�VHFXULWLHV�WR�WKH�SXUFKDVHU�DJDLQVW�UHFHLSW�RI�SD\PHQW�DW�WKH�FRQWUDFW�SULFH�LQ� 
VHWWOHPHQW�RI�D�FDVK�RU�IRUZDUG�WUDGH�����WKH�WHQGHU�DQG�UHFHLSW�RI�WKH�DFWXDO�FRPPRGLW\��WKH�FDVK�YDOXH�RI� 
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WKH�FRPPRGLW\��RU�RI�D�GHOLYHU\�LQVWUXPHQW�FRYHULQJ�WKH�FRPPRGLW\��H�J���ZDUHKRXVH�UHFHLSWV�RU�VKLSSLQJ� 
FHUWLILFDWHV��XVHG�WR�VHWWOH�D�IXWXUHV�FRQWUDFW�� 
� 
Delivery Month:�D�VSHFLILHG�SHULRG��QRW�QHFHVVDULO\�D�FDOHQGDU�PRQWK��ZLWKLQ�ZKLFK�D�IXWXUHV�FRQWUDFW�FDQ� 
EH�VHWWOHG�E\�GHOLYHU\�� 
� 
Delivery Versus Payment (DVP):�D�VHFXULW\�GHOLYHU\�PHWKRG�LQ�ZKLFK�WKH�EX\HU¶V�SD\PHQW�IRU�VHFXULWLHV� 
LV�GXH�DW�WKH�WLPH�RI�GHOLYHU\��XVXDOO\�WR�D�EDQN�DFWLQJ�DV�DJHQW�IRU�WKH�EX\HU��XSRQ�UHFHLSW�RI�WKH�VHFXULWLHV�� 
� 
Delta:�WKH�H[SHFWHG�FKDQJH�LQ�DQ�RSWLRQ¶V�SULFH�IRU�D�JLYHQ�FKDQJH�LQ�WKH�SULFH�RI�WKH�XQGHUO\LQJ�LQVWUXPHQW� 
RU�VHFXULW\�� 
� 
Department of Housing and Urban Development (HUD):�D�GHSDUWPHQW�RI�WKH�86�*RYHUQPHQW��*10$� 
LV�D�FRUSRUDWH�LQVWUXPHQWDOLW\�ZLWKLQ�+8'�� 
� 
Deposit Note:�D�WHUP�GHSRVLW�LQ�D�EDQN��$�GHSRVLW�QRWH�LV�DQ�REOLJDWLRQ�RI�D�EDQN�WKDW�LV�VLPLODU�WR�D� 
FHUWLILFDWH�RI�GHSRVLW�EXW�LV�UDWHG�� 
� 
Depository:�D�FHQWUDO�IDFLOLW\�IRU�KROGLQJ�VHFXULWLHV�ZKLFK�HQDEOHV�VHFXULWLHV�WUDQVDFWLRQV�WR�EH�SURFHVVHG�E\� 
ERRN�HQWU\�ZLWKRXW�SK\VLFDO�GHOLYHU\�RI�VHFXULWLHV�FHUWLILFDWHV��,Q�DGGLWLRQ�WR�VDIHNHHSLQJ��D�GHSRVLWRU\�PD\� 
LQFRUSRUDWH�FRPSDULVRQ��FOHDULQJ�DQG�VHWWOHPHQW�IXQFWLRQV��0DMRU�GHSRVLWRULHV�LQFOXGH�WKH�'HSRVLWRU\�7UXVW� 
&RPSDQ\��'7&��DQG�WKH�)HGZLUH�ERRN�HQWU\�VHFXULWLHV�V\VWHP��'7&�KDV�D�VHSDUDWH�0%6�'LYLVLRQ� 
�IRUPHUO\�RSHUDWLQJ�DV�WKH�3DUWLFLSDQWV�7UXVW�&RPSDQ\��� 
� 
Discount:�DQ�DPRXQW��H[SUHVVHG�DV�D�SHUFHQWDJH�RU�GROODU�DPRXQW��WKDW�D�VHFXULW\�LV�WUDGLQJ�EHORZ�LWV�SDU� 
YDOXH��6RPH�VHFXULWLHV��H�J���7UHDVXU\�%LOOV��DUH�LVVXHG�DW�D�GLVFRXQW��ZLWKRXW�D�FRXSRQ��DQG�DUH�UHGHHPDEOH� 
DW�SDU�ZKHQ�WKH\�UHDFK�PDWXULW\��WKH�GLIIHUHQFH�EHWZHHQ�WKH�RULJLQDO�GLVFRXQW�DQG�SDU�SURYLGHV�WKH�UDWH�RI� 
UHWXUQ�RQ�WKH�LQYHVWPHQW�� 
� 
Discount Bond:�D�ERQG�VHOOLQJ�EHORZ�SDU�� 
� 
Discounted Cash Flow:�DQ�DFFRXQWLQJ�WHFKQLTXH�XVHG�WR�HVWLPDWH�WKH�SUHVHQW�YDOXH�RI�IXWXUH�FDVK�IORZV�E\� 
DSSO\LQJ�D�GLVFRXQW�UDWH�WR�DQWLFLSDWHG�FDVK�IORZV�� 
� 
Discount Rate:����WKH�LQWHUHVW�UDWH�FKDUJHG�E\�WKH�)HGHUDO�5HVHUYH�%DQNV�IRU�ORDQV�WR�PHPEHU�EDQNV��XVLQJ� 
JRYHUQPHQW�VHFXULWLHV�RU�HOLJLEOH�SDSHU�DV�FROODWHUDO�����D�GLVFRXQW�UDWH��DV�RSSRVHG�WR�WKH�'LVFRXQW�5DWH��LV� 
DQ�LQWHUHVW�UDWH�XVHG�LQ�GHWHUPLQLQJ�WKH�SUHVHQW�YDOXH�RI�IXWXUH�FDVK�IORZV�� 
� 
Disintermediation:�WKH�SKHQRPHQRQ�WKDW�RFFXUV�ZKHQ�WKHUH�LV�D�GHFOLQH�LQ�WKH�GHSRVLW�DQG�OHQGLQJ� 
UHODWLRQVKLSV�EHWZHHQ�ILQDQFLDO�LQWHUPHGLDULHV�DQG�WKHLU�FXVWRPHUV�DQG�DQ�LQFUHDVH�LQ�GLUHFW�UHODWLRQVKLSV� 
EHWZHHQ�XOWLPDWH�VXSSOLHUV�RI�IXQGV�DQG�XOWLPDWH�ERUURZHUV�RI�IXQGV��&DXVHG��IRU�H[DPSOH��ZKHQ�ILQDQFLDO� 
LQWHUPHGLDULHV�FDQQRW�FRPSHWH�HIILFLHQWO\�ZLWK�WKH�UDWHV�EHLQJ�SDLG�E\�RWKHUV��7KLV�UHVXOWV�LQ�D�VKULQNDJH�LQ� 
WKH�DPRXQW�RI�GHSRVLWV�KHOG�E\�WKRVH�ILQDQFLDO�LQWHUPHGLDULHV�ZKLFK�DUH�XQDEOH�WR�SD\�WKH�KLJKHU��PDUNHW�� 
UDWHV��6HH�DOVR�³,QWHUPHGLDWLRQ´�� 
� 
Dollar Rolls:�D�VSHFLDO�UHSXUFKDVH�DJUHHPHQW�WUDQVDFWLRQ�ZKHUH�WKH�KROGHU�RI�D�VHFXULW\�DJUHHV�WR�VHOO�WKH� 
VHFXULW\�WR�D�VHFRQG�SDUW\�DQG�DJUHHV�WR�EX\�EDFN�D�VHFXULW\�ZLWK�VXEVWDQWLDOO\�VLPLODU�FKDUDFWHULVWLFV�DW�D� 
VSHFLILHG�SULFH��RQ�D�VSHFLILHG�GDWH��,W�GLIIHUV�IURP�D�UHSXUFKDVH�WUDQVDFWLRQ�LQ�WKDW�WKH�VHOOHU�JLYHV�XS�WKH� 
FDVK�IORZV�IURP�WKH�VHFXULW\�GXULQJ�WKH�UROO�SHULRG��7KH�DFFRXQWLQJ�SURIHVVLRQ�PD\�UHIHU�WR�WKLV�W\SH�RI� 
WUDQVDFWLRQ�DV�D�'ROODU�3ULFH�5HSXUFKDVH�$JUHHPHQW�� 
� 
Domino Effect:�WKH�QRWLRQ�WKDW�D�GHIDXOW�E\��RU�ILQDQFLDO�VWUHVV�DW��RQH�RUJDQL]DWLRQ�ZLOO�FDXVH�D�GHIDXOW�RU� 
ILQDQFLDO�VWUHVV�DW�RWKHU�ILUPV�LQ�WKH�VHFXULWLHV�LQGXVWU\�EHFDXVH�RI�LQWHUFRQQHFWHG�REOLJDWLRQV�� 
� 
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Don't Know (DK):�GHQ\LQJ�NQRZOHGJH�RI�D�WUDGH�DQG�D�UHIXVDO�WR�VHWWOH�D�WUDGH�E\�D�EX\HU�ZKHQ�WKH�EX\HU� 
�RU�WKH�EX\HU¶V�UHFHLYLQJ�DJHQW��GRHV�QRW�UHFRJQL]H�FRQILUPDWLRQ�RU�WKH�VHFXULWLHV�WKDW�WKH�VHOOHU�KDV� 
GHOLYHUHG��7KH�EX\HU¶V�RSHUDWLRQV�GHSDUWPHQW�PD\�KDYH�QR�UHFRUG�RI�RU�LQVWUXFWLRQV�WR�FRPSOHWH�WKH�WUDGH�� 
RU�WKH�EX\HU�PD\��'.��WKH�WUDGH�EHFDXVH�LW�UHIOHFWV�DQ�LQFRUUHFW�SULFH�RU�TXDQWLW\�� 
� 
Due Bill:�D�SURPLVVRU\�QRWH�GHOLYHUHG�LQ�OLHX�RI�WKH�VHFXULW\�WR�D�EX\HU�E\�WKH�VHOOHU�ZKLFK�HYLGHQFHV�WKH� 
VHOOHU¶V�REOLJDWLRQ�WR�GHOLYHU�WKH�VHFXULW\�WR�WKH�EX\HU�DW�D�ODWHU�GDWH��$�GXH�ELOO�FKHFN�LV�D�SRVW�GDWHG�FKHFN� 
LVVXHG�E\�WKH�VHOOHU�WR�WKH�EX\HU�WKDW�EHFRPHV�SD\DEOH�WR�WKH�EX\HU�RQ�D�VSHFLILHG�GDWH�LQ�WKH�DPRXQW�RI� 
SULQFLSDO�DQG�LQWHUHVW�GXH�WR�WKH�EX\HU��3ULRU�WR�WKH�SD\DEOH�GDWH��WKH�GXH�ELOO�FKHFN�VHUYHV�DV�D�GXH�ELOO�� 
� 
Duration:�D�PHDVXUH�RI�WKH�VHQVLWLYLW\�RI�DQ�LQVWUXPHQW
 V�SULFH�WR�FKDQJHV�LQ�\LHOGV��,W�LV�FDOFXODWHG�DV�D� 
SUHVHQW�YDOXH�ZHLJKWHG�WLPH�WR�PDWXULW\�RI�WKH�FDVK�IORZV�IURP�DQ�LQVWUXPHQW��$OVR�WHUPHG�³0DFDXOD\� 
'XUDWLRQ´��6HH�DOVR�³0RGLILHG�'XUDWLRQ´��ZKLFK�LV�VOLJKWO\�GLIIHUHQW�EXW�RIWHQ�XVHG�LQWHUFKDQJHDEO\�ZLWK� 
GXUDWLRQ��)RU�D�ERQG�ZLWK�NQRZQ�FDVK�IORZV��WKH�SHUFHQWDJH�FKDQJH�LQ�WKH�VHFXULW\¶V�SULFH�LQ�UHVSRQVH�WR�D� 
VPDOO�FKDQJH�LQ�\LHOG�LV�DSSUR[LPDWHO\�HTXDO�WR�WKH�QHJDWLYH�RI�WKH�SURGXFW�RI�WKH�VHFXULW\¶V�PRGLILHG� 
GXUDWLRQ�DQG�WKH�UDWH�VKLIW��)RU�PRUWJDJH�EDFNHG�VHFXULWLHV��VXFK�DV�&02V��ZKHUH�FDVK�IORZV�DUH�VXEMHFW�WR� 
XQFHUWDLQW\��WKH�FDOFXODWHG�GXUDWLRQ�LV�D�SRRU�LQGLFDWLRQ�RI�PDUNHW�ULVN��VLQFH�LW�GRHV�QRW�DGMXVW�IRU�WKH� 
LPSDFW�RI�FKDQJLQJ�LQWHUHVW�UDWHV�RQ�SUHSD\PHQW�DQG�H[WHQVLRQ�ULVNV��,Q�VXFK�D�FDVH�³(IIHFWLYH�'XUDWLRQ´�LV� 
D�EHWWHU�PHDVXUH�� 
� 
Effective Duration:�D�PHDVXUH�RI�WKH�VHQVLWLYLW\�RI�DQ�LQVWUXPHQW¶V�SULFH�WR�FKDQJHV�LQ�\LHOGV��WDNLQJ�LQWR� 
DFFRXQW�WKH�HIIHFW�RI�HPEHGGHG�RSWLRQV�DQG�FKDQJHV�LQ�SUHSD\PHQWV��,W�LV�FDOFXODWHG�W\SLFDOO\�DV�DQ�DYHUDJH� 
SHUFHQWDJH�FKDQJH�LQ�D�ERQG¶V�YDOXH��SULFH�SOXV�DFFUXHG�LQWHUHVW��IRU�VKLIWV�LQ�WKH�7UHDVXU\�FXUYH�RI��������� 
EDVLV�SRLQWV��WKDW�LV��SOXV�DQG�PLQXV�RQH�SHUFHQW���(IIHFWLYH�GXUDWLRQ�PD\�DOVR�EH�FDOFXODWHG�IRU�RWKHU�VKLIWV� 
�H�J�����������EDVLV�SRLQWV��LQ�WKH�7UHDVXU\�FXUYH�� 
� 
Embedded Option:�DQ�RSWLRQ�WKDW�LV�DQ�LQVHSDUDEOH�SDUW�RI�DQRWKHU�LQVWUXPHQW��(PEHGGHG�RSWLRQV�LQFOXGH� 
FDSV��IORRUV��FDOOV��SXWV��DQG�SUHSD\PHQW�SURYLVLRQV��7\SLFDO�HPEHGGHG�RSWLRQV�JUDQW�HDUO\�WHUPLQDWLRQ� 
ULJKWV�WR�WKH�LVVXHU��VXFK�DV�WKH�FDOO�SURYLVLRQ�LQ�PDQ\�FRUSRUDWH�ERQGV�RU�WKH�KRPHRZQHU¶V�SUHSD\PHQW� 
RSWLRQ�WKDW�SHUPLWV�WKH�LVVXHU�WR�UHSD\�WKH�PRUWJDJH�EDFNHG�VHFXULW\�HDUOLHU�WKDQ�WKH�QRPLQDO�PDWXULW\�� 
:KLOH�HPEHGGHG�RSWLRQV�DUH�QRW�VHYHUDEOH��LQ�FRQWUDVW��GHWDFKDEOH�RSWLRQV�FDQ�EH�WUDGHG�VHSDUDWHO\�� 
� 
Endorsement:�D�VLJQDWXUH��RWKHU�WKDQ�WKDW�RI�D�VLJQHU�DV�PDNHU��GUDZHU��RU�DFFHSWRU��WKDW�DORQH�RU� 
DFFRPSDQLHG�E\�RWKHU�ZRUGV�LV�PDGH�RQ�DQ�LQVWUXPHQW�IRU�WKH�SXUSRVH�RI����QHJRWLDWLQJ�WKH�LQVWUXPHQW�� 
���UHVWULFWLQJ�SD\PHQW�RI�WKH�LQVWUXPHQW��RU����LQFXUULQJ�HQGRUVHU¶V�OLDELOLW\�RQ�WKH�LQVWUXPHQW��6SHOOHG� 
³LQGRUVHPHQW´�LQ�WKH�8QLIRUP�&RPPHUFLDO�&RGH�� 
� 
Equivalent Bond Yield:�DQQXDO�\LHOG�RQ�D�VKRUW�WHUP��QRQ�LQWHUHVW�EHDULQJ�VHFXULW\�FDOFXODWHG�VR�DV�WR�EH� 
FRPSDUDEOH�WR�\LHOGV�TXRWHG�RQ�FRXSRQ�VHFXULWLHV��6HH�³%RQG�(TXLYDOHQW�<LHOG´�� 
� 
Escrow Agent:�D�WKLUG�SDUW\��DFWLQJ�DV�DQ�DJHQW�IRU�WKH�EX\HU�DQG�WKH�VHOOHU��ZKR�FDUULHV�RXW�WKH�LQVWUXFWLRQ� 
RI�ERWK�DQG�DVVXPHV�WKH�UHVSRQVLELOLWLHV�RI�KDQGOLQJ�WKH�SDSHUZRUN�DQG�WKH�GLVEXUVHPHQW�RI�IXQGV�� 
� 
Escrow Fees:�IHHV�FKDUJHG�E\�WKH�HVFURZ�KROGHU�IRU�VHUYLFHV�� 
� 
Eurodollars:�8�6��GROODUV�GHSRVLWHG�LQ�D�ILQDQFLDO�LQVWLWXWLRQ�ORFDWHG�RXWVLGH�RI�WKH�8QLWHG�6WDWHV�� 
3HUPLVVLEOH�(XURGROODU�GHSRVLWV�XQGHU�3DUW�����DUH�GHSRVLWV�LQ�IRUHLJQ�EUDQFKHV�RI�8QLWHG�6WDWHV�GHSRVLWRU\� 
LQVWLWXWLRQV��7KHVH�GHSRVLWV�DUH�QRW�FRYHUHG�E\�)',&�LQVXUDQFH�� 
� 
Evening Up:�EX\LQJ�RU�VHOOLQJ�WR�RIIVHW�DQ�H[LVWLQJ�PDUNHW�SRVLWLRQ��6HH�³/LTXLGDWLRQ´�� 
� 
Exchange:�DQ�RUJDQL]DWLRQ�ZKLFK�PDLQWDLQV�D�PDUNHW�E\�EULQJLQJ�WRJHWKHU�PHPEHUV�WR�H[HFXWH�WUDGHV�LQ�WKH� 
FRPPRGLWLHV�RU�VHFXULWLHV�OLVWHG�RQ�WKH�H[FKDQJH��$OVR�FDOOHG�D�³%RDUG�RI�7UDGH´�LQ�WKH�FRPPRGLWLHV� 
PDUNHWV�� 
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� 
Exchange of Cash for Futures:�D�WUDQVDFWLRQ�LQ�ZKLFK�WKH�EX\HU�RI�D�FDVK�FRPPRGLW\�UHFHLYHV�D�VKRUW� 
IXWXUHV�SRVLWLRQ�LQ�D�FRUUHVSRQGLQJ�DPRXQW�DQG�WKH�VHOOHU�RI�D�FDVK�FRPPRGLW\�UHFHLYHV�D�ORQJ�IXWXUHV� 
SRVLWLRQ�LQ�D�FRUUHVSRQGLQJ�DPRXQW��DW�D�SULFH�GLIIHUHQFH�IURP�WKH�FDVK�FRPPRGLW\�PXWXDOO\�DJUHHG�XSRQ�� 
7KHVH�WUDQVDFWLRQV�DOORZ�H[�SLW�WUDGLQJ�RI�IXWXUHV�WR�IDFLOLWDWH�PRYHPHQW�RI�WKH�FDVK�FRPPRGLW\�DQG�FDQ� 
HVWDEOLVK��WUDQVIHU��RU�RIIVHW�RSHQ�LQWHUHVW��$OVR�FDOOHG�([FKDQJH�IRU�3K\VLFDO��RU�$JDLQVW�$FWXDOV�� 
� 
Exempted Securities:�VHFXULWLHV�H[HPSW�IURP�UHJLVWUDWLRQ�XQGHU�WKH�6HFXULWLHV�$FW�RI�������VHH�VHFWLRQ���� 
RU�H[HPSW�IURP�FHUWDLQ�SURYLVLRQV�RI�WKH�6HFXULWLHV�([FKDQJH�$FW�RI�������VHH�VHFWLRQ���D��������6XFK� 
VHFXULWLHV�LQFOXGH�JRYHUQPHQWV��DJHQFLHV��PXQLFLSDO�VHFXULWLHV��DQG�FHUWDLQ�FRPPHUFLDO�SDSHU�DQG�SULYDWH� 
SODFHPHQWV�� 
� 
Exercise:�WR�HOHFW�WR�SXW�LQWR�HIIHFW�WKH�ULJKW��EXW�QRW�WKH�REOLJDWLRQ��KHOG�E\�DQ�RSWLRQ�KROGHU��H�J���WR� 
UHTXLUH�WKH�RSWLRQ�ZULWHU�WR�GHOLYHU�D�VHFXULW\�DW�WKH�VWULNH�SULFH��FDOO���RU�WR�UHTXLUH�WKH�RSWLRQ�ZULWHU�WR� 
SXUFKDVH�D�VHFXULW\�DW�WKH�VWULNH�SULFH��SXW��� 
� 
Exercise Price:�WKH�SULFH�DW�ZKLFK�WKH�RSWLRQ�EX\HU�PD\�SXUFKDVH��FDOO��RU�VHOO��SXW��WKH�XQGHUO\LQJ�VHFXULW\�� 
$OVR�FDOOHG�³6WULNH�3ULFH´�� 
� 
Expiration Date:�WKH�ILQDO�GDWH�RQ�RU�EHIRUH�ZKLFK�DQ�RSWLRQ�PD\�EH�H[HUFLVHG��,I�QRW�H[HUFLVHG�E\�WKH� 
H[SLUDWLRQ�GDWH��WKH�RSWLRQ�LV�YRLG�DQG�ZRUWKOHVV�� 
� 
Extension Risk:�WKH�SRWHQWLDO�WKDW�WKH�SULQFLSDO�RI�D�PRUWJDJH�EDFNHG�VHFXULW\�ZLOO�EH�SDLG�ODWHU�WKDQ� 
H[SHFWHG��W\SLFDOO\�LQ�UHVSRQVH�WR�ULVLQJ�LQWHUHVW�UDWHV��6LQFH�WKH�H[SHFWHG�SUHSD\PHQWV�ZLOO�EH�VORZHU�LQ�D� 
KLJKHU�LQWHUHVW�UDWH�HQYLURQPHQW��WKH�UHVXOW�LV�D�ORQJHU�H[SHFWHG�DYHUDJH�OLIH��2SSRVLWH�RI�³3UHSD\PHQW� 
5LVN´�� 
� 
Face Value:�W\SLFDOO\�WKH�YDOXH�RI�D�ERQG�RU�ILQDQFLDO�LQVWUXPHQW�DW�PDWXULW\��+LVWRULFDOO\��DOO�VHFXULWLHV� 
ZHUH�LVVXHG�LQ�WKH�SK\VLFDO�IRUP�RI�D�FHUWLILFDWH��WKH�IDFH�YDOXH�DSSHDUHG�RQ�WKH�IDFH�RI�WKH�FHUWLILFDWH��)DFH� 
YDOXH�LV�QRW�DQ�LQGLFDWLRQ�RI�PDUNHW�YDOXH��)RU�DPRUWL]LQJ�LQVWUXPHQWV�VXFK�DV�PRUWJDJH�EDFNHG�VHFXULWLHV�� 
IDFH�YDOXH�W\SLFDOO\�UHIHUV�WR�WKH�RULJLQDO�SULQFLSDO�DPRXQW��$OVR�FDOOHG�³3DU�9DOXH´�� 
� 
Factor:�WKH�SURSRUWLRQ�RI�WKH�RXWVWDQGLQJ�SULQFLSDO�EDODQFH�RI�D�VHFXULW\�WR�LWV�RULJLQDO�SULQFLSDO�EDODQFH� 
H[SUHVVHG�DV�D�GHFLPDO��,Q�PRUWJDJH�EDFNHG�VHFXULWLHV��0%6���WKH�SULQFLSDO�DPRXQW�RI�HDFK�RXWVWDQGLQJ� 
FHUWLILFDWH�LV�UHGXFHG�PRQWKO\�E\�LWV�SUR�UDWD�VKDUH�RI�WKH�UHJXODU�PRUWJDJH�SD\PHQWV�E\�WKH�PRUWJDJHHV�RI� 
WKH�XQGHUO\LQJ�PRUWJDJHV�DQG�DQ\�SUHSD\PHQWV�RU�IRUHFORVXUHV��7KH�0%6�LVVXHU�SXEOLVKHV�D�OLVW�RI�IDFWRUV� 
HDFK�PRQWK��H�J����������������7KH�0%6�VHFXULW\�KROGHU�FDQ�FDOFXODWH�WKH�FXUUHQW�DPRXQW�RI�SULQFLSDO� 
RXWVWDQGLQJ�E\�PXOWLSO\LQJ�WKH�IDFWRU�E\�WKH�RULJLQDO�SULQFLSDO�DPRXQW��H�J������������IDFWRU�WLPHV� 
���������RULJLQDO�SULQFLSDO�EDODQFH� ���������RXWVWDQGLQJ�SULQFLSDO�EDODQFH���7KH�0%6�VHFXULW\�KROGHU�FDQ� 
FDOFXODWH�WKH�DPRXQW�RI�SULQFLSDO�UHFHLYHG�LQ�WKH�FXUUHQW�PRQWK�E\�VXEWUDFWLQJ�WKH�SULRU�PRQWK¶V�RXWVWDQGLQJ� 
SULQFLSDO�EDODQFH�IURP�WKH�FXUUHQW�PRQWK¶V�RXWVWDQGLQJ�SULQFLSDO�EDODQFH�� 
� 
Fail:�ZKHQ�WKH�VHOOHU�RI�D�VHFXULW\�GRHV�QRW�PDNH�GHOLYHU\�RQ�WKH�DJUHHG�VHWWOHPHQW�GDWH�� 
� 
Fair Value:�WKH�DPRXQW�DW�ZKLFK�DQ�LQVWUXPHQW�FRXOG�EH�H[FKDQJHG�LQ�D�FXUUHQW�DUPV�OHQJWK�WUDQVDFWLRQ� 
EHWZHHQ�ZLOOLQJ�SDUWLHV��RWKHU�WKDQ�LQ�D�IRUFHG�OLTXLGDWLRQ�VDOH��0DUNHW�SULFHV��LI�DYDLODEOH��DUH�WKH�EHVW� 
HYLGHQFH�RI�WKH�IDLU�YDOXH�RI�ILQDQFLDO�LQVWUXPHQWV��,I�PDUNHW�SULFHV�DUH�QRW�DYDLODEOH��WKH�EHVW�HVWLPDWH�RI� 
IDLU�YDOXH�PD\�EH�EDVHG�RQ�WKH�TXRWHG�PDUNHW�SULFH�RI�D�ILQDQFLDO�LQVWUXPHQW�ZLWK�VLPLODU�FKDUDFWHULVWLFV�RU� 
RQ�YDOXDWLRQ�WHFKQLTXHV��H�J���WKH�SUHVHQW�YDOXH�RI�HVWLPDWHG�IXWXUH�FDVK�IORZV�XVLQJ�D�GLVFRXQW�UDWH� 
FRPPHQVXUDWH�ZLWK�WKH�ULVNV�LQYROYHG��RSWLRQ�SULFLQJ�PRGHOV��RU�PDWUL[�SULFLQJ�PRGHOV��� 
� 
Fannie Mae:�VHH�³)HGHUDO�1DWLRQDO�0RUWJDJH�$VVRFLDWLRQ��)10$�´�� 
� 

������ 
� 



INVESTMENT ANALYSIS
 

Farmers Home Administration (FmHA):�D�86�*RYHUQPHQW�DJHQF\�HVWDEOLVKHG�XQGHU�WKH�)DUPHUV�+RPH� 
$GPLQLVWUDWLRQ�$FW�RI������WR�SURYLGH�ILQDQFLQJ�WR�IDUPHUV�DQG�RWKHU�TXDOLILHG�ERUURZHUV�ZKR�DUH�XQDEOH�WR� 
REWDLQ�ORDQV�HOVHZKHUH��,W�PDNHV��SDUWLFLSDWHV�LQ��DQG�LQVXUHV�ORDQV�IRU�UXUDO�KRXVLQJ�DQG�RWKHU�SXUSRVHV�� 
� 
Federal Agency Security:�LQWHUHVW�EHDULQJ�GHEW�VHFXULWLHV�LVVXHG�E\�8�6��GHSDUWPHQWV�DQG�DJHQFLHV�� 
$JHQF\�VHFXULWLHV�DUH�EDFNHG�E\�WKH�IXOO�IDLWK�DQG�FUHGLW�RI�WKH�8�6��JRYHUQPHQW��H�J���*10$�SDVV�WKURXJKV� 
DQG�SDUWLFLSDWLRQ�FHUWLILFDWHV���6HFXULWLHV�RI�*RYHUQPHQW�6SRQVRUHG�(QWHUSULVHV��*6(V��RIWHQ�DUH�UHIHUUHG�WR� 
DV�DJHQF\�VHFXULWLHV��EXW�W\SLFDOO\�DUH�EDFNHG�RQO\�E\�WKH�LVVXHU��H�J���)10$�GHEHQWXUHV��� 
� 
Federal Funds (Fed Funds):�IXQGV�GHSRVLWHG�DW�)HGHUDO�5HVHUYH�%DQNV�E\�ILQDQFLDO�LQVWLWXWLRQV��LQFOXGLQJ� 
IXQGV�LQ�H[FHVV�RI�UHVHUYH�UHTXLUHPHQWV��)HG�IXQGV�FDQ�EH�VROG�E\�D�FUHGLW�XQLRQ�WR�D�6HFWLRQ�������� 
LQVWLWXWLRQ��)HG�IXQGV�VROG�UHSUHVHQWV�DQ�XQLQVXUHG�LQYHVWPHQW�E\�WKH�FUHGLW�XQLRQ��D�SHUPLWWHG�ERUURZLQJ�E\� 
WKH�EDQN���$OWKRXJK�D�FUHGLW�XQLRQ�FDQ�DOVR�EX\�)HG�IXQGV��)HG�IXQGV�SXUFKDVHG�UHSUHVHQWV�D�ERUURZLQJ�E\� 
WKH�FUHGLW�XQLRQ�� 
� 
Federal Home Loan Mortgage Corporation (FHLMC or Freddie Mac):�D�SULYDWH�FRUSRUDWLRQ� 
DXWKRUL]HG�E\�&RQJUHVV��)+/0&�LV�D�VHFRQGDU\�PDUNHW�IDFLOLW\�RI�WKH�)+/%%�V\VWHP��,W�SULPDULO\�VHOOV� 
PRUWJDJH�SDUWLFLSDWLRQ�FHUWLILFDWHV�VHFXUHG�E\�SRROV�RI�FRQYHQWLRQDO�PRUWJDJH�ORDQV�ZKRVH�SULQFLSDO�DQG� 
LQWHUHVW�DUH�JXDUDQWHHG�WKURXJK�WKH�)+/0&�� 
� 
Federal Housing Administration (FHA):�D�GLYLVLRQ�RI�+8'��,WV�PDLQ�DFWLYLW\�LV�WKH�LQVXULQJ�RI�UHVLGHQWLDO� 
PRUWJDJH�ORDQV�PDGH�E\�SULYDWH�OHQGHUV��,W�VHWV�VWDQGDUGV�IRU�FRQVWUXFWLRQ�DQG�XQGHUZULWLQJ��)+$�GRHV�QRW� 
OHQG�PRQH\�RU�FRQVWUXFW�KRXVLQJ�� 
� 
Federal National Mortgage Association (FNMA or Fannie Mae):�D�SULYDWH�FRUSRUDWH�FUHDWHG�E\� 
&RQJUHVV�WR�VXSSRUW�WKH�VHFRQGDU\�PRUWJDJH�PDUNHW��,W�SULPDULO\�SXUFKDVHV�FRQYHQWLRQDO�UHVLGHQWLDO� 
PRUWJDJHV�DQG�LVVXHV�PRUWJDJH�EDFNHG�VHFXULWLHV�� 
� 
Federal Open Market Committee (FOMC):�WKH�DUP�RI�WKH�)HGHUDO�5HVHUYH�6\VWHP��)HG��WKDW�FRQWUROV� 
WKH�SXUFKDVH�DQG�VDOH�RI�VHFXULWLHV�LQ�WKH�PDUNHW�IRU�WKH�)HG¶V�RSHQ�PDUNHW�DFFRXQW��$�SXUFKDVH�RI�VHFXULWLHV� 
E\�WKH�)HG�DGGV�UHVHUYHV�WR�WKH�EDQNLQJ�V\VWHP��LQFUHDVLQJ�WKH�PRQH\�VXSSO\���ZKLOH�D�VDOH�RI�VHFXULWLHV� 
ZLWKGUDZV�UHVHUYHV��2SHQ�PDUNHW�RSHUDWLRQV�VHUYH�DV�RQH�RI�WKUHH�EDVLF�WRROV�WKH�)HG�XVHV�WR�FRQGXFW� 
PRQHWDU\�SROLF\��WKH�RWKHU�WZR�EHLQJ�FKDQJHV�LQ�WKH�GLVFRXQW�UDWH�DQG�UHVHUYH�UHTXLUHPHQWV��� 
� 
Fee: ���D�&RPPLWPHQW�)HH�LV�D�SD\PHQW�WR�LQYHVWRUV�RU�SURVSHFWLYH�LQYHVWRUV��ZKLFK�PD\�RU�PD\�QRW�EH� 
UHIXQGDEOH��IRU�WKH�SXUSRVH�RI�REWDLQLQJ�D�FRPPLWPHQW�WR�SXUFKDVH�RU�WR�VHOO�VHFXULWLHV�����D�6WDQGE\�)HH�LV� 
D�QRQ�UHIXQGDEOH�DPRXQW�UHFHLYHG�RU�SDLG�IRU�WKH�VDOH�RU�SXUFKDVH�RI�D�VWDQGE\�FRPPLWPHQW�����DQ�8S�IURQW� 
)HH�LV�D�FRPPLWPHQW�IHH�SDLG�LQ�DGYDQFH�RI�WKH�VHWWOHPHQW�GDWH�WR�DQ�LQYHVWRU�IRU�D�IXWXUH�SXUFKDVH�� 
� 
Fee Trading:�VHH�³$GMXVWHG�7UDGLQJ´�� 
� 
FHA Experience:�D�VWDWLVWLFDO�VHULHV��UHYLVHG�SHULRGLFDOO\��ZKLFK�UHSUHVHQWV�WKH�SRUWLRQ�RI�PRUWJDJHV�WKDW� 
�VXUYLYH��D�JLYHQ�QXPEHU�RI�\HDUV�IURP�WKHLU�RULJLQDWLRQ�� 
� 
Financial Accounting Standards Board (FASB):�WKH�SURIHVVLRQDO�TXDVL�UHJXODWRU\�RUJDQL]DWLRQ�WKDW� 
SULPDULO\�HVWDEOLVKHV�DQG�UHYLHZV�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV��*$$3���ZKLFK�DUH�PDLQO\� 
GHOLQHDWHG�E\�6WDWHPHQWV�RI�)LQDQFLDO�$FFRXQWLQJ�6WDQGDUGV��6)$6��� 
� 
Financial Instruments:����DQ\�REOLJDWLRQ�RU�FRQWUDFW�ZKLFK�FDQ�EH�QHJRWLDWHG��LQFOXGLQJ�VWRFNV��ERQGV�� 
FRPPHUFLDO�SDSHU��IRUZDUGV��DQG�IXWXUHV�����PRUH�JHQHUDOO\��FDVK��HYLGHQFH�RI�DQ�RZQHUVKLS�LQWHUHVW�LQ�DQ� 
HTXLW\��RU�D�FRQWUDFW�WKDW�HVWDEOLVKHV�D�ULJKW�RI�RQH�SDUW\�WR�UHFHLYH�FDVK��RU�DQRWKHU�ILQDQFLDO�LQVWUXPHQW���RU� 
WR�H[FKDQJH�RWKHU�ILQDQFLDO�LQVWUXPHQWV�RQ�SRWHQWLDOO\�IDYRUDEOH�WHUPV�ZLWK�WKH�FRXQWHUSDUW\�� 
� 
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Financial Intermediary:�D�ILQDQFLDO�LQVWLWXWLRQ�ZKLFK�DFWV�DV�DQ�LQWHUPHGLDU\�EHWZHHQ�VDYHUV�DQG� 
ERUURZHUV�E\�DFFHSWLQJ�PRQH\�IURP�WKH�SXEOLF�DQG��LQ�WXUQ��E\�OHQGLQJ�WKH�DFFXPXODWHG�IXQGV�WR�ERUURZHUV�� 
7KH�FODVVLILFDWLRQ�LQFOXGHV�VDYLQJV�DVVRFLDWLRQV��FRPPHUFLDO�EDQNV��PXWXDO�VDYLQJV�EDQNV��OLIH�LQVXUDQFH� 
FRPSDQLHV��DQG�FUHGLW�XQLRQV�� 
� 
Firm Commitment:�D�FRPPLWPHQW�WR�EX\�RU�VHOO�D�VHFXULW\�DW�D�IL[HG�SULFH�IRU�D�VSHFLILHG�SHULRG�RI�WLPH�� 
� 
Firm Price:�D�SULFH�DW�ZKLFK�D�WUDGHU�LV�ZLOOLQJ�WR�WUDGH�IRU�D�OLPLWHG�SHULRG�RI�WLPH��XVXDOO\�QR�ORQJHU�WKDQ� 
WKH�OHQJWK�RI�WKH�SKRQH�FDOO��2SSRVLWH�RI�LQGLFDWLYH�SULFH�RU�LQGLFDWLRQ�� 
� 
Floor:����DQ�HPEHGGHG�RSWLRQ�LQ�D�IORDWLQJ�UDWH�VHFXULW\�WKDW�SODFHV�D�UDWH�PLQLPXP��VSHFLI\LQJ�WKH�ORZHVW� 
LQWHUHVW�UDWH�WKDW�ZLOO�EH�SDLG��RQ�WKH�IORDWLQJ�UDWH�FRXSRQ�����D�VWDQG�DORQH�RSWLRQ�FRQWUDFW��XVXDOO\�ZULWWHQ� 
DV�D�VZDS��WKDW�SD\V�WKH�KROGHU�RI�WKH�IORRU�DQ�DPRXQW�HTXDO�WR�WKH�QRWLRQDO�SULQFLSDO�DPRXQW�WLPHV�WKH� 
H[FHVV�RI�WKH�IORRU�UDWH�RYHU�WKH�PDUNHW�UDWH��$�IORRU�XVXDOO\�FRQVLVWV�RI�D�VWULS�RI�FDSOHWV��L�H���D�VHULHV�RI� 
RSWLRQV�ZLWK�VHTXHQWLDO�H[SLUDWLRQ�GDWHV��(DFK�FDSOHW�LV�DQ�RSWLRQ�RQ�UDWHV�IRU�D�VLQJOH�SHULRG�RI�WLPH�� 
� 
Floor Broker:�DQ\�SHUVRQ�ZKR��LQ�RU�VXUURXQGLQJ�DQ\�SLW��ULQJ��SRVW�RU�RWKHU�SODFH�SURYLGHG�E\�DQ�H[FKDQJH� 
IRU�WKH�PHHWLQJ�RI�SHUVRQV�VLPLODUO\�HQJDJHG��H[HFXWHV�IRU�RWKHUV�DQ\�RUGHUV�IRU�WKH�SXUFKDVH�RU�WKH�VDOH�RI� 
DQ\�FRPPRGLW\�RU�VHFXULW\�DQG�UHFHLYHV�D�SUHVFULEHG�IHH�RU�FRPPLVVLRQ�� 
� 
Foreclosure Payment:�D�SUHSD\PHQW�PDGH�WR�KROGHUV�RI�PRUWJDJH�EDFNHG�VHFXULWLHV�IURP�SURFHHGV�RI� 
SURSHUW\�OLTXLGDWLRQ�DIWHU�IRUHFORVXUH��$PRXQW�RI�SUHSD\PHQW�PXVW�HTXDO�WKH�SULQFLSDO�EDODQFH�RI�WKH� 
IRUHFORVHG�PRUWJDJH�� 
� 
Forward:�D�FDVK�PDUNHW�WUDQVDFWLRQ�LQ�ZKLFK�WZR�SDUWLHV�DJUHH�WR�WKH�SXUFKDVH�DQG�WKH�VDOH�RI�D�FRPPRGLW\� 
DW�VRPH�IXWXUH�WLPH�XQGHU�VXFK�FRQGLWLRQV�DV�WKH�WZR�DJUHH��,Q�FRQWUDVW�WR�IXWXUHV�FRQWUDFWV��WKH�WHUPV�RI� 
IRUZDUG�FRQWUDFWV�DUH�QRW�VWDQGDUGL]HG��$�IRUZDUG�FRQWUDFW�XVXDOO\�LV�QRW�WUDQVIHUDEOH�DQG�FDQ�EH�FDQFHOHG� 
RQO\�ZLWK�WKH�FRQVHQW�RI�WKH�RWKHU�SDUW\��ZKLFK�RIWHQ�PXVW�EH�REWDLQHG�IRU�FRQVLGHUDWLRQ�DQG�XQGHU�SHQDOW\�� 
DQG�IRUZDUG�FRQWUDFWV�DUH�QRW�WUDGHG�LQ�IHGHUDOO\�GHVLJQDWHG�FRQWUDFW�PDUNHWV��(VVHQWLDOO\��IRUZDUG�FRQWUDFW� 
UHIHUV�WR�DQ\�FDVK�PDUNHW�SXUFKDVH�RU�VDOH�DJUHHPHQW�IRU�ZKLFK�GHOLYHU\�LV�QRW�PDGH��RQ�WKH�VSRW���6HH� 
³&RPPLWPHQW´��³&DVK�)RUZDUG�$JUHHPHQW´��DQG�³6WDQGE\�&RPPLWPHQW´�� 
� 
Forward Contract:�VHH�³)RUZDUG´�� 
� 
Forward Market:�UHIHUV�WR�LQIRUPDO��QRQ�H[FKDQJH��WUDGLQJ�RI�FRPPRGLWLHV�WR�EH�GHOLYHUHG�DW�D�IXWXUH� 
GDWH��&RQWUDFWV�IRU�IRUZDUG�GHOLYHU\�DUH�QRW�VWDQGDUGL]HG��H�J���GHOLYHU\�WLPH�DQG�DPRXQW�DUH�DV�GHWHUPLQHG� 
EHWZHHQ�VHOOHU�DQG�FXVWRPHU�� 
� 
Forward Months:�VHH�³'HIHUUHG�)XWXUHV´�� 
� 
Forward Roll:�OLNH��UROO�RYHU���D�WHUP�XVHG�WR�GHVFULEH�WKH�DFWLRQ�RI�VHOOLQJ�DQ�LQYHVWPHQW�SRVLWLRQ�DQG� 
UHGHSOR\LQJ�WKH�SURFHHGV�LQWR�D�QHZ�EXW�VLPLODU�SRVLWLRQ��$�WUDGHU�LQ�WKH�*RYHUQPHQW�VHFXULWLHV�PDUNHW�PD\� 
HOHFW�WR�VHOO�D�ORQJ�SRVLWLRQ�LQ�WKH�SUHYLRXVO\�LVVXHG���\HDU�QRWH��WKH��FXUUHQW����\HDU��DQG�XVH�WKH�SURFHHGV� 
WR�EX\�WKH�QHZO\�LVVXHG���\HDU�QRWH��UHIHUUHG�WR�DV�WKH��ZKHQ�LVVXHG��RU��Z�L�����\HDU��SULRU�WR�LWV�VHWWOHPHQW� 
GDWH��:KHQ�WKLV�DFWLRQ�LV�GRQH�ZLWK�WKH�IRUZDUG�VHWWOHPHQW�GDWH��LW�LV�GHVFULEHG�DV�D��IRUZDUG�UROO�IURP�WKH� 
FXUUHQW�WR�WKH�Z�L�´�,Q�WKH�IXWXUHV�DQG�RSWLRQV�PDUNHWV��D�IRUZDUG�UROO�LV�XVHG�WR�GHVFULEH�WKH�H[WHQVLRQ�RI�D� 
SRVLWLRQ�IURP�RQH�PRQWK��PDWXULW\��WR�D�ORQJHU�PRQWK��$�WUDGHU�PD\�HOHFW�WR�VKLIW�IURP�D�0DUFK�(XURGROODU� 
FRQWUDFW�WR�D�-XQH�(XURGROODU�FRQWUDFW�WR�DYRLG�WKH�H[SLUDWLRQ�GDWH�RQ�WKH�0DUFK�FRQWUDFW�� 
� 
Freddie Mac:�VHH�³)HGHUDO�+RPH�/RDQ�0RUWJDJH�&RUSRUDWLRQ��)+/0&�´�� 
� 
Fully Modified Pass-Through:�D�VHFXULW\�IRU�ZKLFK�WKH�WLPHO\�SD\PHQW�RI�ERWK�SULQFLSDO�DQG�LQWHUHVW�LV� 
JXDUDQWHHG��,QYHVWRUV�LQ�WKH�VHFXULW\�ZLOO�UHFHLYH�PRUWJDJH�LQWHUHVW�DQG�SULQFLSDO�SD\PHQWV�RQ�D�FHUWDLQ�GDWH� 
UHJDUGOHVV�RI�ZKHWKHU�WKH�PRUWJDJH�ERUURZHUV�KDYH�DFWXDOO\�PDGH�WKRVH�SD\PHQWV�� 
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� 
Funding Date:�WHUP�XVHG�E\�PRUWJDJH�EDQNHUV�WR�GHQRWH�WKH�GDWH�RQ�ZKLFK�WKH�PRUWJDJH�EDQNHU�IXQGV�RU� 
ILQDQFHV�D�QHZ�LVVXH�RI�0%6��6HH�³6HWWOHPHQW�'DWH´�� 
� 
Fungibility:�WKH�FKDUDFWHULVWLF�RI�LQWHUFKDQJHDELOLW\��7UHDVXU\�VHFXULWLHV�RI�WKH�VDPH�PDWXULW\�DQG�FRXSRQ� 
DUH�LQWHUFKDQJHDEOH��DV�HQWULHV�LQ�WKH�)HG¶V�ERRN�HQWU\�V\VWHP��)XWXUHV�FRQWUDFWV�IRU�WKH�VDPH�FRPPRGLW\� 
DQG�GHOLYHU\�PRQWK�DUH�IXQJLEOH�GXH�WR�WKHLU�VWDQGDUGL]HG�VSHFLILFDWLRQV�IRU�TXDOLW\��TXDQWLW\��GHOLYHU\�GDWH�� 
DQG�GHOLYHU\�ORFDWLRQV��*10$V�EHDULQJ�WKH�VDPH�LQWHUHVW�UDWH�JHQHUDOO\�DUH�WUHDWHG�DV�IXQJLEOH�XQWLO�SRRO� 
QXPEHUV�DUH�DVVLJQHG��6XEVHTXHQWO\��IXQJLELOLW\�PD\�GHFOLQH�RU�YDQLVK�� 
� 
Futures Commission Merchant:�WKH�&)7&¶V�WHUP�IRU�D�IXWXUHV�EURNHU��$Q\�LQGLYLGXDO��DVVRFLDWLRQ�� 
SDUWQHUVKLS��FRUSRUDWLRQ��RU�WUXVW�HQJDJLQJ�LQ�VROLFLWLQJ�RU�LQ�DFFHSWLQJ�RUGHUV�IRU�WKH�SXUFKDVH�RU�VDOH�RI�DQ\� 
FRPPRGLW\�IRU�IXWXUH�GHOLYHU\�RQ��RU�VXEMHFW�WR��WKH�UXOHV�RI�DQ\�IXWXUHV�H[FKDQJH�� 
� 
Futures Contract:�DQ�DJUHHPHQW�WR�SXUFKDVH�RU�VHOO�D�FRPPRGLW\�RU�ILQDQFLDO�LQVWUXPHQW�IRU�GHOLYHU\�LQ�WKH� 
IXWXUH��DW�D�SULFH�GHWHUPLQHG�DW�LQLWLDWLRQ�RI�WKH�FRQWUDFW��ZKLFK�REOLJDWHV�HDFK�SDUW\�WR�WKH�FRQWUDFW�WR�IXOILOO� 
WKH�FRQWUDFW�DW�WKH�VSHFLILHG�SULFH��ZKLFK�LV�XVHG�WR�DVVXPH�RU�VKLIW�SULFH�ULVN��DQG�ZKLFK�PD\�EH�VDWLVILHG�E\� 
GHOLYHU\�RU�RIIVHW��)XWXUHV�FRQWUDFWV�DUH�VROG�RQ�DQ�H[FKDQJH�RU�ERDUG�RI�WUDGH�LQ�ZKLFK�WKH�WHUPV�DUH� 
VWDQGDUGL]HG��6HH�³&RQWUDFW�0DUNHW´�� 
� 
Futures Exchange:�VHH�³&RQWUDFW�0DUNHW´�� 
� 
Futures Price:�WKH�SULFH�RI�D�JLYHQ�FRPPRGLW\�XQLW�GHWHUPLQHG�E\�SXEOLF�DXFWLRQ�RQ�D�IXWXUHV�H[FKDQJH�� 
� 
Gamma:�D�PHDVXUH�RI�WKH�UDWH�RI�FKDQJH�RI�WKH�RSWLRQ¶V�GHOWD�ZLWK�UHVSHFW�WR�D�FKDQJH�LQ�WKH�SULFH�RI�WKH� 
XQGHUO\LQJ�DVVHW�� 
� 
Gap:�PLVPDWFK�EHWZHHQ�WKH�HDUOLHU�RI�PDWXULW\�RU�UHSULFLQJ�RI�D�GHSRVLWRU\�LQVWLWXWLRQ¶V�DVVHWV�DQG� 
OLDELOLWLHV��SUHSDUHG�E\�VFKHGXOLQJ�WKH�FDVK�IORZV�RI�DOO�EDODQFH�VKHHW�LWHPV�LQWR�WLPH�SHULRGV��RU�³EXFNHWV�´� 
$�VWDWLF�JDS�UHSRUWV�WKH�FXUUHQW�EDODQFH�VKHHW�UHSULFLQJ�PLVPDWFK��'\QDPLF�JDS�D��W\SLFDOO\�UHIHUV�WR�D�JDS� 
UHSRUW�SURMHFWHG�DV�RI�D�IXWXUH�EDODQFH�VKHHW�GDWH��EXW�E��PD\�UHIHU�WR�WKH�XVH�RI�HVWLPDWHG�FDVK�IORZV�LQ�WKH� 
PDWXULW\�RU�UHSULFLQJ�EXFNHWV�RI�D�JDS�UHSRUW�� 
� 
General Obligation Bonds:�PXQLFLSDO�VHFXULWLHV�VHFXUHG�E\�WKH�LVVXHU¶V�SOHGJH�RI�LWV�IXOO�IDLWK��FUHGLW��DQG� 
WD[LQJ�SRZHU�� 
� 
Ginnie Mae Mortgage-Backed Security (Ginnie Mae or GNMA):�D�VHFXULW\�LVVXHG�DQG�JXDUDQWHHG�E\� 
WKH�8�6��*RYHUQPHQW��&DVK�IORZV�RQ�*LQQLH�0DH�VHFXULWLHV�DUH�EDVHG�RQ�WKH�XQGHUO\LQJ�)+$��9$��RU� 
)P+$�PRUWJDJHV��7KH�WHUP��SDVV�WKURXJKV��LV�RIWHQ�XVHG�WR�GHVFULEH�*LQQLH�0DHV��6HH�³*RYHUQPHQW� 
1DWLRQDO�0RUWJDJH�$VVRFLDWLRQ´��³*10$�,´��³*10$�,,´�� 
� 
GNMA I:�D�SDVV�WKURXJK�PRUWJDJH�EDFNHG�VHFXULW\�RQ�ZKLFK�WKH�UHJLVWHUHG�KROGHUV�UHFHLYH�RQ�WKH���WK�GD\� 
RI�HDFK�PRQWK�D�VHSDUDWH�SULQFLSDO�DQG�LQWHUHVW�SD\PHQW�RQ�HDFK�RI�WKHLU�FHUWLILFDWHV��*10$�,�VHFXULWLHV�DUH� 
FROODWHUDOL]HG�E\�D�SRRO�RI�PRUWJDJHV�IURP�D�VLQJOH�RULJLQDWRU��VXFK�DV�D�PRUWJDJH�EDQNHU��FRPPHUFLDO�EDQN�� 
VDYLQJV�DQG�ORDQ�DVVRFLDWLRQ��VDYLQJV�EDQN��FUHGLW�XQLRQ��RU�DQG�RWKHU�LQVWLWXWLRQ�� 
� 
GNMA II:�D�SDVV�WKURXJK�PRUWJDJH�EDFNHG�VHFXULW\�RQ�ZKLFK�UHJLVWHUHG�KROGHUV�UHFHLYH�RQ�WKH���WK�GD\�RI� 
HDFK�PRQWK�DQ�DJJUHJDWH�SULQFLSDO�DQG�LQWHUHVW�SD\PHQW�IURP�D�FHQWUDO�SD\LQJ�DJHQW�RQ�DOO�RI�WKHLU�*10$� 
,,�FHUWLILFDWHV��*10$�,,�VHFXULWLHV�DUH�FROODWHUDOL]HG�E\�PXOWLSOH�LVVXHU�SRROV��³-XPERV´��RU�FXVWRP�SRROV� 
�RQH�RULJLQDWRU�EXW�GLIIHUHQW�LQWHUHVW�UDWHV�WKDW�PD\�YDU\�ZLWKLQ�RQH�SHUFHQWDJH�SRLQW��� 
� 
Go-Around:�WKH�WHFKQLTXH�ZKHUHE\�WKH�PDQDJHU�RI�WKH�6\VWHP�2SHQ�0DUNHW�$FFRXQW�SXUFKDVHV�DQG�VHOOV� 
VHFXULWLHV�IRU�WKH�)HGHUDO�5HVHUYH�6\VWHP�� 
� 
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Good Delivery:�D�WHUP�LQGLFDWLQJ�WKDW�D�VHFXULW\�LQ�SURSHU�IRUP�KDV�EHHQ�GHOLYHUHG�WLPHO\�LQ�DFFRUGDQFH� 
ZLWK�WKH�WHUPV�RI�WKH�WUDQVDFWLRQ�� 
� 
Government Agency:�RUJDQL]DWLRQV�HVWDEOLVKHG�E\�&RQJUHVV�WR�VHUYH�PDQ\�GLIIHUHQW�SXUSRVHV��0RVW� 
DJHQFLHV�W\SLFDOO\�GR�QRW�LVVXH�VHFXULWLHV��EXW�ERUURZ�LQGLUHFWO\�WKURXJK�WKH�86�7UHDVXU\��7KRVH�VHFXULWLHV� 
LVVXHG�GLUHFWO\�E\�DJHQFLHV�W\SLFDOO\�DUH�GLUHFW�REOLJDWLRQV�RI�WKH�86�*RYHUQPHQW��*RYHUQPHQW�6SRQVRUHG� 
(QWHUSULVHV��ZKLFK�DUH�SULYDWH�FRUSRUDWLRQV��RIWHQ�DUH�FDOOHG��ORRVHO\�DQG�HUURQHRXVO\��³DJHQFLHV´�� 
� 
Government National Mortgage Association (GNMA or Ginnie Mae):�D�ZKROO\�RZQHG�JRYHUQPHQW� 
FRUSRUDWLRQ�ZLWKLQ�WKH�'HSDUWPHQW�RI�+RXVLQJ�DQG�8UEDQ�'HYHORSPHQW��*10$�VXSSRUWV�D�VHFRQGDU\� 
PDUNHW�LQ�JRYHUQPHQW�LQVXUHG�DQG�JXDUDQWHHG�PRUWJDJHV��*10$�VHFXULWLHV�DUH�EDFNHG�E\�SRROV�RI�)+$� 
LQVXUHG�DQG�9$�JXDUDQWHHG�PRUWJDJHV��6HH�³*LQQLH�0DH´��³*10$�,´��³*10$�,,´�� 
� 
Government Sponsored Enterprise (GSEs):�D�ILQDQFLDO�LQWHUPHGLDU\�HVWDEOLVKHG�E\�&RQJUHVV�WR�SURYLGH� 
IXQGLQJ�WR�VHFWRUV�RI�WKH�HFRQRP\�WKDW�DUH�LQ�QHHG�RI�FUHGLW�EH\RQG�WKDW�VXSSOLHG�E\�SXUHO\�SULYDWH� 
LQWHUPHGLDULHV��*6(V�DUH�SULYDWHO\�RZQHG�DQG�RSHUDWH�ZLWK�OLPLWHG�JRYHUQPHQW�GLUHFWLRQ��2EOLJDWLRQV�DUH� 
QRW�JXDUDQWHHG�E\�WKH�IXOO�IDLWK�DQG�FUHGLW�RI�WKH�8�6��JRYHUQPHQW��([DPSOHV�LQFOXGH�� 
x)HGHUDO�+RPH�/RDQ�%DQN��)+/%�� 
x)HGHUDO�+RPH�/RDQ�0RUWJDJH�&RUSRUDWLRQ��)+/0&���)UHGGLH�0DF�� 
x)DUP�&UHGLW�6\VWHP� 
x$JULFXOWXUH�0RUWJDJH�&RUSRUDWLRQ��)DUPHU�0DF�� 
x6WXGHQW�/RDQ�0DUNHWLQJ�$VVRFLDWLRQ��6/0$���6DOOLH�0DH�� 
x)LQDQFLQJ�&RUSRUDWLRQ��),&2�� 
� 
Graduated Payment Mortgage (GPM):�D�PRUWJDJH�WKDW�IHDWXUHV�QHJDWLYH�DPRUWL]DWLRQ�LQ�ZKLFK�HDUO\� 
SD\PHQWV�DUH�VFKHGXOHG�WR�EH�LQVXIILFLHQW�WR�SD\�WKH�LQWHUHVW�DFFUXLQJ�RQ�WKH�RXWVWDQGLQJ�SULQFLSDO��$IWHU�D� 
SHULRG�RI�ORZ�LQLWLDO�SD\PHQWV��WKHUH�LV�D�JUDGXDWLRQ�SHULRG�ZKHUH�WKH�VL]H�RI�WKH�SD\PHQWV�LQFUHDVH�IRU�VRPH� 
QXPEHU�RI�\HDUV��7KH�QXPEHU��IUHTXHQF\��DQG�UDWH�RI�LQFUHDVHV�DUH�VSHFLILHG�LQ�WKH�RULJLQDO�FRQWUDFW�� 
� 
Gross Long:�WKH�WRWDO�RI�RSHQ�ORQJ��SXUFKDVH��FRQWUDFWV��QRW�UHGXFHG�E\�DQ\�VKRUW�SRVLWLRQV��VDOHV� 
FRQWUDFWV��KHOG�DW�WKH�VDPH�WLPH�� 
� 
Gross Short:�WKH�WRWDO�RI�RSHQ�VKRUW��VDOHV��FRQWUDFWV��QRW�UHGXFHG�E\�DQ\�ORQJ�SRVLWLRQV��SXUFKDVH� 
FRQWUDFWV��KHOG�DW�WKH�VDPH�WLPH�� 
� 
Guaranteed Loan Participation Certificate (GLPC):�VHH�³6PDOO�%XVLQHVV�$GPLQLVWUDWLRQ�6HFRQGDU\� 
3DUWLFLSDWLRQ´�� 
� 
Guaranty:�D�SURPLVH�E\�RQH�SDUW\�WR�SD\�D�GHEW�RU�WR�SHUIRUP�DQ�REOLJDWLRQ�FRQWUDFWHG�E\�DQRWKHU�SDUW\�LQ� 
WKH�HYHQW�WKDW�WKH�RULJLQDO�REOLJRU�IDLOV�WR�SD\�RU�SHUIRUP�DV�FRQWUDFWHG�� 
� 
Haircut:����GHGXFWLRQV�RI�VSHFLILHG�SHUFHQWDJHV�IURP�WKH�PDUNHW�YDOXH�RI�DVVHWV�VROHO\�IRU�WKH�SXUSRVH�RI� 
FRPSXWLQJ�UHJXODWRU\�QHW�FDSLWDO�����LQ�FRPSXWLQJ�WKH�ZRUWK�RI�DVVHWV�GHSRVLWHG�DV�FROODWHUDO�RU�PDUJLQ��WKH� 
GLIIHUHQFH�EHWZHHQ�WKH�DFWXDO�PDUNHW�YDOXH�RI�D�VHFXULW\�DQG�WKH�YDOXH�DVVHVVHG�E\�WKH�OHQGLQJ�VLGH�RI�D� 
WUDQVDFWLRQ�� 
� 
Hedge:����D�SRVLWLRQ�RU�FRPELQDWLRQ�RI�SRVLWLRQV�WKDW�UHGXFHV�VRPH�W\SH�RI�ULVN��XVXDOO\�DW�WKH�H[SHQVH�RI� 
H[SHFWHG�UHWXUQ��$�KHGJLQJ�WUDQVDFWLRQ�LV�D�WUDQVDFWLRQ�RU�SRVLWLRQ�LQ�D�VZDS��IXWXUHV�FRQWUDFW��RU�RWKHU� 
ILQDQFLDO�LQVWUXPHQW�WKDW�UHGXFHV�ILQDQFLDO�ULVNV�RI�D�FRPPHUFLDO�HQWHUSULVH��7\SLFDO�KHGJHV�LQYROYH�� 
HQWHULQJ�LQWR�DQ�RSSRVLWH�SRVLWLRQ��LQ�D�UHODWHG�VHFXULW\�LQ�WKH�FDVK�PDUNHW�RU�LQ�D�IXWXUHV�FRQWUDFW��WR�D� 
SRVLWLRQ�KHOG�LQ�WKH�FDVK�PDUNHW�WR�PLQLPL]H�WKH�ULVN�IURP�DGYHUVH�SULFH�FKDQJHV��DQG�HQWHULQJ�LQWR�D� 
SRVLWLRQ�LQ�WKH�IXWXUHV�PDUNHW�DV�D�WHPSRUDU\�VXEVWLWXWH�IRU�D�FDVK�WUDQVDFWLRQ�WKDW�ZLOO�RFFXU�ODWHU�WR� 
JXDUDQWHH�WRGD\¶V�SULFH�����DPRQJ�WUDGHUV�DQG�SRUWIROLR�PDQDJHUV��D�WHUP�XVHG�WR�GHVFULEH�D�SDUWLDOO\�KHGJHG� 
SRVLWLRQ�����XVHG�HUURQHRXVO\�WR�PLQLPL]H�WKH�SHUFHLYHG�ULVN�LQ�GHVFULELQJ�D�ULVN\�SRVLWLRQ��RU�FRPELQDWLRQ� 
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RI�SRVLWLRQV��WDNHQ�ZLWK�WKH�LQWHQW�RI�SURILWLQJ�IURP�DQ�H[SHFWHG�FKDQJH�LQ�D�VSUHDG��DOVR�WHUPHG�D�EDVLV� 
DUELWUDJH��RU�YDOXH��DOVR�WHUPHG�D�ULVN�DUELWUDJH��� 
� 
Hit:�D�GHDOHU�LV��KLW��ZKHQ�WKH�ELG�VLGH�RI�D�PDUNHW�ZKLFK�WKH�GHDOHU�KDV�PDGH�LV�DFFHSWHG�E\�WKH�FXVWRPHU�� 
WKDW�LV��ZKHQ�WKH�FXVWRPHU�VHOOV�D�VHFXULW\�WR�WKH�GHDOHU��:KHQ�ELGV�DUH�EHLQJ�³KLW�´�WKH�JHQHUDO�UHVSRQVH�RI� 
WKH�GHDOHU�LV�WR�ORZHU�WKH�ELG�SULFH�� 
� 
HUD:�WKH�'HSDUWPHQW�RI�+RXVLQJ�DQG�8UEDQ�'HYHORSPHQW��(VWDEOLVKHG�E\�WKH�+RXVLQJ�DQG�8UEDQ� 
'HYHORSPHQW�$FW�RI������WR�VXSHUVHGH�WKH�+RXVLQJ�DQG�+RPH�)LQDQFH�$JHQF\��5HVSRQVLEOH�IRU�WKH� 
LPSOHPHQWDWLRQ�DQG�DGPLQLVWUDWLRQ�RI�JRYHUQPHQW�KRXVLQJ�DQG�XUEDQ�GHYHORSPHQW�SURJUDPV��+8'� 
SURJUDPV�LQFOXGH�FRPPXQLW\�SODQQLQJ�DQG�GHYHORSPHQW��KRXVLQJ�SURGXFWLRQ��WKH�H[WHQVLRQ�RI�PRUWJDJH� 
FUHGLW��)+$���DQG�HQVXULQJ�HTXDO�RSSRUWXQLW\�LQ�KRXVLQJ�� 
� 
Impound:�VHH�³(VFURZ�3D\PHQW´�� 
� 
Indenture of a Bond:�D�OHJDO�VWDWHPHQW�VSHOOLQJ�RXW�WKH�REOLJDWLRQV�RI�WKH�ERQG�LVVXHU�DQG�WKH�ULJKWV�RI�WKH� 
ERQGKROGHU�� 
� 
Index:�WKH�LQWHUHVW�UDWH�XVHG�LQ�GHWHUPLQLQJ�WKH�FRXSRQ�UDWH�RI�D�YDULDEOH�UDWH�VHFXULW\�RU�ORDQ��$�PDUJLQ�LV� 
XVXDOO\�DGGHG�WR�WKH�LQGH[�� 
� 
Index Amortizing Note (IAN):�D�QRWH�WKDW�UHWXUQV�SULQFLSDO�SULRU�WR�ILQDO�PDWXULW\��7KH�DPRXQW�DQG�WLPLQJ� 
RI�WKH�UHWXUQ�RI�SULQFLSDO�LV�OLQNHG�WR�DQ�LQGH[��VXFK�DV�WKUHH�PRQWK�/,%25�RU�WKH�SUHSD\PHQW�VSHHG�RI�D� 
PRUWJDJH�EDFNHG�VHFXULW\��7\SLFDOO\��DV�WKH�LQGH[�ULVHV��WKH�VFKHGXOHG�UHWXUQ�RI�SULQFLSDO�SD\PHQWV�VORZ� 
GRZQ��H[SRVLQJ�WKH�RZQHU�WR�H[WHQVLRQ�ULVN��DV�WKH�LQGH[�GHFOLQHV��WKH�VFKHGXOHG�UHWXUQ�RI�SULQFLSDO� 
SD\PHQWV�LQFUHDVH��H[SRVLQJ�WKH�RZQHU�WR�SUHSD\PHQW�DQG�UHLQYHVWPHQW�ULVN��&RUSRUDWH�FUHGLW�XQLRQV�KDYH� 
RIIHUHG�$PRUWL]LQJ�&HUWLILFDWH�3URJUDPV��$&3V��WKDW�EHKDYH�LQ�D�VLPLODU�PDQQHU��,$1V�DUH�QRW�PRUWJDJH� 
EDFNHG��EXW�WKH\�KDYH�VLPLODU�PDUNHW�ULVN�GXH�WR�WKH�XQFHUWDLQW\�RI�SD\PHQWV�� 
� 
Initial Margin:�WKH�DPRXQW�RI�PRQH\�RU�LWV�HTXLYDOHQW�WKDW�D�FXVWRPHU�PXVW�GHSRVLW�ZLWK�D�EURNHU�ZKHQ�WKH� 
FXVWRPHU�EX\V�RU�VHOOV�D�VHFXULW\�RU�IXWXUHV�FRQWUDFW�RQ�PDUJLQ�� 
� 
Institutional Lender:�D�ILQDQFLDO�LQVWLWXWLRQ�WKDW�LQYHVWV�LQ�PRUWJDJHV�DQG�FDUULHV�WKHP�LQ�LWV�RZQ�SRUWIROLR�� 
H�J���PXWXDO�VDYLQJV�EDQNV��OLIH�LQVXUDQFH�FRPSDQLHV��FRPPHUFLDO�EDQNV��SHQVLRQ�DQG�WUXVW�IXQGV��DQG� 
VDYLQJV�DQG�ORDQ�DVVRFLDWLRQV�� 
� 
Insured Association:�D�VDYLQJV�DVVRFLDWLRQ�ZLWK�VDYLQJV�DFFRXQWV�LQVXUHG�E\�)',&�� 
� 
Interest Rate Risk:�WKH�SRWHQWLDO�IRU�FKDQJH�LQ�WKH�YDOXH�RI�D�VHFXULW\�ZKHQ�WKH�OHYHO�RI�LQWHUHVW�UDWHV� 
FKDQJHV�� 
� 
Interest Rate Swap:�D�FRQWUDFW�WR�H[FKDQJH�VWUHDPV�RI�LQWHUHVW�SD\PHQWV��H�J��IL[HG�IRU�IORDWLQJ��EDVHG� 
XSRQ�D�VSHFLILHG�GROODU�DPRXQW��QRWLRQDO�DPRXQW��DW�VSHFLILHG�GDWHV�LQ�WKH�IXWXUH�� 
� 
Interest Trades:�WKHVH�WUDQVDFWLRQV�LQYROYH�D��D�SXUFKDVH�RI�VHFXULWLHV�IRU�FXUUHQW�VHWWOHPHQW��E��D�GHOD\HG� 
VHWWOHPHQW��IRUZDUG��VDOH�RI�WKHVH�VHFXULWLHV�RU�WKH�SRVVHVVLRQ�RI�D�ORQJ�VWDQGE\��DQG�F��D�ILQDQFLQJ�RI�D�ORQJ� 
SRVLWLRQ�E\�D�VDOH�XQGHU�DQ�DJUHHPHQW�WR�UHSXUFKDVH�RQ�RU�EHIRUH�WKH�IRUZDUG�GHOLYHU\�GDWH�� 
� 
Intermediation:�WKH�SKHQRPHQRQ�WKDW�RFFXUV�ZKHQ�UDWHV�SDLG�E\�FHUWDLQ�ILQDQFLDO�LQWHUPHGLDULHV�FDQ� 
FRPSHWH�VXFFHVVIXOO\�ZLWK�WKH�UDWHV�EHLQJ�SDLG�E\�RWKHUV��H�J���WKH�86�*RYHUQPHQW�RQ�LWV�7UHDVXU\�%LOOV�� 
7KLV�FDXVHV�DQ�H[SDQVLRQ�LQ�WKH�DPRXQW�RI�GHSRVLWV�KHOG�E\�WKH�LQWHUPHGLDULHV�ZKLFK�DUH�DEOH�WR�SD\�KLJKHU� 
UDWHV��6HH�³'LVLQWHUPHGLDWLRQ´�� 
� 
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In-the-Money:�D�WHUP�WR�GHVFULEH�DQ�RSWLRQ�WKDW�KDV�D�SRVLWLYH�YDOXH�LI�H[HUFLVHG�LPPHGLDWHO\��$�FDOO�RSWLRQ� 
LV�LQ�WKH�PRQH\�LI�WKH�XQGHUO\LQJ�VHFXULW\¶V�SULFH�LV�KLJKHU�WKDQ�WKH�RSWLRQ¶V�VWULNH�SULFH��$�SXW�RSWLRQ�LV�LQ� 
WKH�PRQH\�LI�WKH�XQGHUO\LQJ�VHFXULW\¶V�SULFH�LV�EHORZ�WKH�RSWLRQ¶V�VWULNH�SULFH��$Q�RSWLRQ�WKDW�LV�LQ�WKH� 
PRQH\�KDV�LQWULQVLF�YDOXH�� 
� 
Intrinsic Value: WKH�YDOXH�RI�DQ�RSWLRQ�LI�LPPHGLDWHO\�H[HUFLVHG��$�FDOO�RSWLRQ�KDV�LQWULQVLF�YDOXH�ZKHQ�WKH� 
SULFH�RI�WKH�XQGHUO\LQJ�VHFXULW\�H[FHHGV�WKH�RSWLRQ¶V�H[HUFLVH�SULFH��$�SXW�RSWLRQ�KDV�LQWULQVLF�YDOXH�ZKHQ� 
WKH�XQGHUO\LQJ�VHFXULW\¶V�SULFH�LV�OHVV�WKDQ�WKH�RSWLRQ¶V�H[HUFLVH�SULFH�� 
� 
Inventory:�WKH�WRWDO�LVVXHV��ORQJ�DQG�VKRUW��KHOG�E\�D�GHDOHU�WKDW�FRPSULVH�WKDW�GHDOHU V�LQYHQWRU\�� 
� 
Inverted Market:�D�IXWXUHV�PDUNHW�LQ�ZKLFK�WKH�QHDUHU�PRQWKV�DUH�VHOOLQJ�DW�SULFHV�KLJKHU�WKDQ�WKH�PRUH� 
GLVWDQW�PRQWKV��KHQFH��D�PDUNHW�GLVSOD\LQJ�LQYHUVH�FDUU\LQJ�FKDUJHV��7KLV�LV�FKDUDFWHULVWLF�RI�PDUNHWV�LQ� 
ZKLFK�VXSSOLHV�DUH�FXUUHQWO\�LQ�VKRUWDJH�� 
� 
Inverted Yield Curve:�D�JUDSK�LOOXVWUDWLQJ�WKH�OHYHO�RI�LQWHUHVW�UDWHV�DV�D�IXQFWLRQ�RI�WLPH�WR�PDWXULW\��ZKHUH� 
VKRUWHU�PDWXULW\�LQYHVWPHQWV�KDYH�KLJKHU�\LHOGV�WKDQ�ORQJHU�PDWXULW\�LQYHVWPHQWV��,QYHUWHG�<LHOG�&XUYHV� 
JHQHUDOO\�RFFXU�GXULQJ�SHULRG�ZKHQ�WKH�)HGHUDO�5HVHUYH�LV�DWWHPSWLQJ�WR�ILJKW�LQIODWLRQ�E\�UHVWUDLQLQJ� 
JURZWK�LQ�HFRQRPLF�DFWLYLW\�DQG�UHVWULFWLQJ�JURZWK�LQ�WKH�PRQH\�VXSSO\��1RUPDOO\��WKH�\LHOG�FXUYH�LV� 
XSZDUG�VORSSLQJ�� 
� 
Issuer:�WKH�OHJDO�HQWLW\�WKDW�LV�VHOOLQJ�RU�KDV�VROG�LWV�VHFXULW\�RU�RWKHU�ILQDQFLDO�LQVWUXPHQW��,Q�PRUWJDJH� 
EDQNLQJ��WKH�HQWLW\�ZKR�SRROV�PRUWJDJHV�WR�EDFN�*10$�SDVV�WKURXJK�VHFXULWLHV��6HH�³2ULJLQDWRU´�� 
� 
Junior/Senior Structure:�D�VHFXULWLHV�LVVXDQFH�ZLWK�RQH�FODVV�WKDW�LV�VXERUGLQDWHG�WR�D�VHQLRU�REOLJDWLRQ�� 
� 
Junk Bond:�D ERQG�ZLWK�D�FUHGLW�UDWLQJ�WKDW�LV�ORZ��EHORZ�%%%��6 3��RU�HTXLYDOHQW�� 
� 
Key Rate Duration:�D�GXUDWLRQ�DQDO\VLV�WHFKQLTXH�WR�GHWHUPLQH�WKH�DIIHFW�RQ�DQ�LQVWUXPHQW¶V�YDOXH�RI�D�UDWH� 
FKDQJH�LQ�SDUW�RI�WKH�\LHOG�FXUYH��7KH�VXP�RI�WKH�NH\�UDWH�GXUDWLRQV�IRU�DQ�LQYHVWPHQW�SURYLGHV�D�PHDVXUH� 
FRPSDUDEOH�WR�GXUDWLRQ�IRU�SDUDOOHO�VKLIWV�LQ�WKH�\LHOG�FXUYH��� 
� 
Legal Eligibility:�LQYHVWPHQWV�WKDW�OLIH�LQVXUDQFH�FRPSDQLHV��PXWXDO�VDYLQJV�EDQNV��RU�RWKHU�UHJXODWHG� 
LQYHVWRUV�PD\�PDNH�XQGHU�D�VWDWH�FKDUWHU��ODZ��RU�UHJXODWLRQ�� 
� 
Liquidation:����PDNLQJ�D�WUDQVDFWLRQ�WKDW�RIIVHWV�RU�FORVHV�RXW�D�SRVLWLRQ�����FORVLQJ�RXW�D�GHIDXOWHG� 
WUDQVDFWLRQ�� 
� 
Liquidity Risk:����WKH�SRWHQWLDO�ORVV�ZKHQ�D�VHFXULW\�FDQQRW�EH�VROG�SURPSWO\�DW�RU�QHDU�SUHYDLOLQJ�PDUNHW� 
SULFHV��7KLV�PD\�EH�WKH�UHVXOW�RI�D�JHQHUDO�PDUNHW�GLVUXSWLRQ��XQFHUWDLQW\�LQ�WKH�PDUNHW�SODFH�UHJDUGLQJ�WKH� 
YDOXH�RI�WKH�VHFXULW\��RU�D�ODUJH�SRVLWLRQ�UHODWLYH�WR�PDUNHW�WUDGLQJ�YROXPH�����LQ�D�ILQDQFLDO�LQVWLWXWLRQ��WKH� 
FRVWV�LQFXUUHG�WR�DWWUDFW�QHZ�GHSRVLWV�RU�OLTXLGDWH�DVVHWV�WR�PHHW�WKH�FDVK�IORZ�QHHGV�RI�XQDQWLFLSDWHG� 
ZLWKGUDZDOV�� 
� 
Liquidity Support:�LQ�D�VWUXFWXUHG�VHFXULWLHV�WUDQVDFWLRQ��D�VRXUFH�RI�IXQGV�IRU�WKH�LVVXLQJ�WUXVW�WR�FRYHU� 
VKRUWIDOOV�LQ�FDVK�IORZ�UHVXOWLQJ�IURP�WLPLQJ�PLVPDWFKHV�EHWZHHQ�SD\PHQWV�UHFHLYHG�RQ�WUXVW�DVVHWV�DQG� 
SD\PHQWV�GXH�WR�VHFXULWLHV�KROGHUV�� 
� 
Load Fee:�D�IHH�FKDUJHG�WR�LQYHVW�LQ�D�PXWXDO�IXQG��/RDG�IHHV�PD\�EH��XS�IURQW��IHHV�FKDUJHG�DW�WKH�WLPH�RI� 
SXUFKDVH�DQG�RU��EDFN�GRRU��RU��EDFN�HQG��IHHV�FKDUJHG�DW�WKH�WLPH�RI�VDOH��7KHVH�IHHV�PD\�EH�EDVHG�RQ�WKH� 
DPRXQW�RI�IXQGV�SODFHG�LQ�WKH�LQYHVWPHQW�DQG�WKH�OHQJWK�RI�WLPH�WKH�LQYHVWPHQW�LV�KHOG�� 
� 

������ 
� 






INVESTMENT ANALYSIS
 

Long Bond:�JHQHUDOO\�D�ERQG�WKDW�PDWXUHV�LQ�PRUH�WKDQ�WHQ�\HDUV�LV�D�ORQJ�ERQG��:DOO�6WUHHW�UHIHUV�WR�WKH� 
���\HDU�8�6��7UHDVXU\�ERQG�DV�WKH�³ORQJ�ERQG�´� 
� 
LIBOR:�WKH�/RQGRQ�,QWHUEDQN�2IIHUHG�5DWH��:KHQ�QRW�VSHFLILHG��XVXDOO\�WKH�UDWH�DW�ZKLFK�PDMRU�EDQNV� 
RIIHU�WR�OHQG�86�GROODUV��L�H���WR�PDNH�D�(XURGROODU�GHSRVLW��DV�RSSRVHG�WR�D�GHSRVLW�GHQRPLQDWHG�LQ�VRPH� 
RWKHU�FXUUHQF\�VXFK�DV�WKH�*HUPDQ�PDUN���7KHUH�LV�D�GLIIHUHQW�/,%25�UDWH�TXRWHG�IRU�HDFK�GHSRVLW�PDWXULW\�� 
'LIIHUHQW�EDQNV�PD\�TXRWH�VOLJKWO\�GLIIHUHQW�/,%25�UDWHV��MXVW�DV�GLIIHUHQW�EDQNV�LQ�WKH�86�PD\�KDYH� 
VOLJKWO\�GLIIHUHQW�GHSRVLW�UDWHV��$�SRSXODU�LQWHUHVW�UDWH�VXUYH\�RI�/,%25�LV�SUHSDUHG�HDFK�GD\�E\�WKH�%ULWLVK� 
%DQNHUV¶�$VVRFLDWLRQ��%%$���1&8$�FRQVLGHUV�D�86�GROODU�GHQRPLQDWHG�/,%25�WR�EH�D�GRPHVWLF�LQWHUHVW� 
UDWH�� 
� 
Long:�RQH�ZKR�RZQV�DQ�LQYHQWRU\�RI�VHFXULWLHV��FRPPRGLWLHV��RU�IRUZDUG�RU�IXWXUHV�FRQWUDFWV�� 
� 
Long the Basis:�D�SHUVRQ�RU�ILUP�WKDW�KDV�ERXJKW�WKH�VSRW�FRPPRGLW\�DQG�KHGJHG�ZLWK�D�VDOH�RI�IXWXUHV�LV� 
VDLG�WR�EH�ORQJ�WKH�EDVLV�� 
� 
Macaulay Duration: VHH�³'XUDWLRQ´�� 
� 
Maintenance Margin:�WKH�PLQLPXP�DPRXQW�RI�PRQH\�RU�FROODWHUDO�UHTXLUHG�WR�EH�PDLQWDLQHG�LQ�D�PDUJLQ� 
DFFRXQW�LQ�DFFRUGDQFH�ZLWK�H[FKDQJH�UHJXODWLRQV�RU�EURNHU�UHTXLUHPHQWV��,I�D�FXVWRPHU
 V�PDUJLQ�DFFRXQW� 
GURSV�EHORZ�WKH�UHTXLUHG�OHYHO��WKH�EURNHU�LVVXHV�D�PDUJLQ�FDOO�WR�WKH�FXVWRPHU�IRU�D�SD\PHQW�VXIILFLHQW�WR� 
UHVWRUH�WKH�DFFRXQW��RIWHQ�WR�WKH�OHYHO�RI�WKH�LQLWLDO�PDUJLQ��0DLQWHQDQFH�0DUJLQ�GLIIHUV�IURP�9DULDWLRQ� 
0DUJLQ�RU�3D\PHQW��ZKLFK�LV�D�FDVK�SD\PHQW�PDGH�WR�WKH�FOHDULQJKRXVH��XVXDOO\�DW�OHDVW�GDLO\��EHFDXVH�RI�DQ� 
DGYHUVH�PRYHPHQW�LQ�SULFH�� 
� 
Maker:�VHH�³:ULWHU´�� 
� 
Making a Market:�D�GHDOHU�PDNHV�D�PDUNHW�ZKHQ�KH�VWDQGV�UHDG\�WR�EX\�RU�VHOO�DW�KLV�ELG�DQG�RIIHUHG� 
SULFHV�� 
� 
Margin:����D�FRQVWDQW�YDOXH�DGGHG�WR�DQ�LQGH[�WR�DUULYH�DW�WKH�IXOO\�LQGH[HG�FRXSRQ��ZKLFK�LV�WKH�LQWHUHVW� 
UDWH�SDLG�RQ�D�YDULDEOH�UDWH�ORDQ�RU�LQYHVWPHQW��LQ�WKH�DEVHQFH�RI�D�WHDVHU�UDWH�RU�ELQGLQJ�FDS�UDWH��7KH�FDS� 
UDWH�ZLOO�EH�SDLG�RQ�DQ�LQYHVWPHQW�ZKLOH�LWV�IXOO\�LQGH[HG�FRXSRQ�LV�DERYH�WKH�FDS�UDWH�����D�GHSRVLW�RI�FDVK� 
RU�FROODWHUDO�E\�D�FOLHQW�ZLWK�D�EURNHU��RU�E\�D�EURNHU�ZLWK�D�FOHDULQJ�KRXVH��ZKLFK�SURWHFWV�WKH�EURNHU��RU� 
FOHDULQJ�KRXVH���0DUJLQ�LQ�FRPPRGLWLHV�LV�QRW�D�SD\PHQW�IRU�HTXLW\�RU�GRZQ�SD\PHQW�RQ�WKH�FRPPRGLW\� 
LWVHOI��EXW�UDWKHU�LV�LQ�WKH�QDWXUH�RI�D�SHUIRUPDQFH�ERQG��7KH�GLIIHUHQFH�LV�VLJQLILFDQW�EHFDXVH�D��ERWK�EX\HUV� 
DQG�VHOOHUV�SRVW�PDUJLQ�LQ�FRPPRGLWLHV��E��WKH�UHPDLQGHU�RI�WKH�SRVLWLRQ�LV�QRW�EHLQJ�ERUURZHG�IURP�RQH V� 
EURNHU�DQG�GRHV�QRW�UHTXLUH�LQWHUHVW�SD\PHQWV��DQG�F��DV�SULFH�PRYHV�DJDLQVW�RQH
 V�SRVLWLRQ��WKH�DFFRXQW�LV� 
GHELWHG��WHUPHG�9DULDWLRQ�0DUJLQ�DW�WKH�FOHDULQJ�PHPEHU�OHYHO��DQG�WKH�SURWHFWLRQ�UHSUHVHQWHG�E\�WKH�,QLWLDO� 
0DUJLQ�PD\�IDOO�EHORZ�WKH�SUHVFULEHG�PDLQWHQDQFH�OHYHO��LQ�ZKLFK�FDVH�WKH�WUDGHU�ZLOO�EH�UHTXLUHG�WR�SRVW� 
DGGLWLRQDO�PDUJLQ��6HH�³,QLWLDO�0DUJLQ´��³0DLQWHQDQFH�0DUJLQ´��³2ULJLQDO�0DUJLQ´��DQG�³9DULDWLRQ� 
0DUJLQ´�� 
� 
Margin Call:����D�FDOO�IURP�D�EURNHUDJH�ILUP�WR�D�FXVWRPHU�WR�EULQJ�PDUJLQ�GHSRVLWV�XS�WR�PLQLPXP�OHYHOV� 
UHTXLUHG�E\�WKH�EURNHU��DW�OHDVW�HTXDO�WR�H[FKDQJH�PLQLPXPV�����D�UHTXHVW�E\�WKH�FOHDULQJ�KRXVH�WR�D�FOHDULQJ� 
PHPEHU�WR�EULQJ�FOHDULQJ�PDUJLQV�EDFN�WR�PLQLPXP�OHYHOV�UHTXLUHG�E\�WKH�FOHDULQJ�KRXVH�UXOHV�� 
� 
Market Order:�DQ�RUGHU�WR�EX\�RU�WR�VHOO�D�VWDWHG�DPRXQW�RI�D�VHFXULW\�DW�WKH�PRVW�DGYDQWDJHRXV�SULFH� 
REWDLQDEOH�DIWHU�WKH�RUGHU�LV�HQWHUHG�� 
� 
Market Price:�PDUNHW�SULFH�XVXDOO\�LV�LQGLFDWHG�E\�WKH�ODVW�UHSRUWHG�SULFH�DW�ZKLFK�WKH�VHFXULW\�RU�ILQDQFLDO� 
LQVWUXPHQW�VROG��)RU�DQ�LQDFWLYH�VHFXULW\�WKDW�KDV�QRW�WUDGHG�UHFHQWO\��WKH�PDUNHW�SULFH�LV�WKH�ODWHVW�ELG�SULFH�� 
� 
Market Risk:�WKH�ULVN�WKDW�DQ�LQYHVWPHQW�ZLOO�YDU\�LQ�SULFH�DV�PDUNHW�FRQGLWLRQV�FKDQJH�� 
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� 
Market Value:�WKH�FXUUHQW�RU�SUHYDLOLQJ�SULFH�RI�D�VHFXULW\��DW�ZKLFK�D�VHFXULW\�SUHVXPDEO\�FRXOG�EH�VROG�� 
� 
Marketability:����WKH�FDSDFLW\�RI�WKH�PDUNHW�LQ�D�SDUWLFXODU�VHFXULW\�WR�DEVRUE�D�UHDVRQDEOH�DPRXQW�RI� 
EX\LQJ�DQG�RI�VHOOLQJ�DW�UHDVRQDEOH�SULFH�FKDQJHV��6HH�³/LTXLGLW\�5LVN´�����WKH�GHJUHH�RI�LQYHVWPHQW�LQWHUHVW� 
XQGHUO\LQJ�D�VHFXULW\�� 
� 
Mark-to-Market:����WR�YDOXH�D�SRVLWLRQ�RU�SRUWIROLR�DW�FXUUHQW�PDUNHW�SULFHV��0DUNLQJ�WR�PDUNHW�LV�DQ� 
HIIHFWLYH�ZD\�WR�PRQLWRU�SURILW�DQG�ORVV��7UDGLQJ�DFFRXQWV�PXVW�EH�PDUNHG�WR�PDUNHW�GDLO\�WR�SURYLGH� 
PDQDJHPHQW�ZLWK�D�PHDVXUH�IRU�FRQWURO�SXUSRVHV�����D�SURFHGXUH�ZKHUHE\�D�EURNHUDJH�FRQFHUQ�KDV�WKH�ULJKW� 
WR�GHPDQG�IXQGV�RU�VHFXULWLHV�LQ�WKH�DPRXQW�RI�XQUHDOL]HG�ORVV�RQ�XQVHWWOHG�FRQWUDFWV�WR�SXUFKDVH�RU�VHOO� 
VHFXULWLHV��7KH�PDNLQJ�RI�D�PDUN�WR�PDUNHW�SD\PHQW�UHVWRUHV�RULJLQDO�PDUJLQ�����WKH�DFFRXQWLQJ�DGMXVWPHQW� 
PDGH�WR�EULQJ�WKH�ERRN�YDOXH�RI�DQ�LQYHVWPHQW�WR�LWV�PDUNHW�YDOXH��,W�LV�WKH�DFFRXQWLQJ�SURFHGXUH�WKDW�LV� 
DSSOLFDEOH�WR�D�FUHGLW�XQLRQ V�WUDGLQJ�DFFRXQW�VHFXULWLHV�� 
� 
Markup:�WKH�GLIIHUHQFH�EHWZHHQ�ZKDW�D�GHDOHU�KDV�SDLG�IRU�D�VHFXULW\�DQG�WKH�SULFH�DW�ZKLFK�WKH�VHFXULW\�LV� 
RIIHUHG�WR�DQRWKHU�SHUVRQ��0D\�EH�UHIHUUHG�WR�ORRVHO\�DV�6SUHDG��6SUHDG��KRZHYHU��XVXDOO\�UHIHUV�WR�WKH� 
GLIIHUHQFH�LQ�FXUUHQW�ELG�DQG�FXUUHQW�RIIHU�SULFHV��UDWKHU�WKDQ�WKH�GLIIHUHQFH�EHWZHHQ�WKH�GHDOHUV�FRVW�DQG�WKH� 
FXUUHQW�RIIHU�SULFH�� 
� 
Matched Repurchase Agreement (Matched REPO):�PDWFKHG�UHSXUFKDVH�DJUHHPHQWV�LQFOXGH� 
WUDQVDFWLRQV�LQ�ZKLFK�D�GHDOHU�DFTXLUHV�D�VHFXULW\�RQ�D�UHYHUVH�UHSXUFKDVH�DJUHHPHQW�RU�D�FROODWHUDO�ORDQ�� 
RQO\�ZKHQ�WKH�GHDOHU�KDV�RXWVWDQGLQJ�FRPPLWPHQWV�ERWK�WR�UHSXUFKDVH�DQG�WR�UHVHOO�WKH�VHFXULW\�RQ�WKH�VDPH� 
GDWH��,I�WKH�UHYHUVH�UHSXUFKDVH�DJUHHPHQW�LV�PDGH�ILUVW�LQ�DQWLFLSDWLRQ�RI�D�VXEVHTXHQW�PDWFKLQJ�DJUHHPHQW�� 
WKH�WUDQVDFWLRQ�LV�QRW�D�PDWFKHG�DJUHHPHQW�XQWLO�WKH�VHFXULW\�LV�VROG�XQGHU�D�UHSXUFKDVH�DJUHHPHQW��0DWFKHG� 
DJUHHPHQWV�DOVR�LQFOXGH�WUDQVDFWLRQV�LQ�ZKLFK�D�GHDOHU�LV�LQ�DQ\�ZD\�VXEMHFW�WR�D�FRQWLQJHQW�OLDELOLW\��DV�ZHOO� 
DV�WKRVH�ZKHUH�WKH�GHDOHU�LV�DFWLQJ�DV�DQ�DJHQW�LQ�D�WUDQVDFWLRQ�WKDW�LQYROYHV�WKH�WHPSRUDU\�H[FKDQJH�RI�FDVK� 
IRU�VHFXULWLHV�EHWZHHQ�WZR�RU�PRUH�RWKHU�SDUWLHV�EXW�UHPDLQV�FRQWLQJHQWO\�OLDEOH�IRU�DQ\�ORVVHV�LQFXUUHG� 
EHFDXVH�RI�WKH�IDLOXUH�RI�DQ\�RI�WKH�RWKHU�SDUWLHV�WR�IXOILOO�WKHLU�SDUW�RI�WKH�DJUHHPHQW�� 
� 
Matched Sale-Purchase Agreements:�DQ�DJUHHPHQW�ZKHUH�WKH�)HGHUDO�5HVHUYH�VHOOV�D�VHFXULW\�RXWULJKW�IRU� 
LPPHGLDWH�GHOLYHU\�WR�D�GHDOHU�RU�IRUHLJQ�FHQWUDO�EDQN��ZLWK�DQ�DJUHHPHQW�WR�EX\�WKH�VHFXULW\�EDFN�RQ�D� 
VSHFLILF�GDWH��XVXDOO\�ZLWKLQ�VHYHQ�GD\V���0DWFKHG�6DOH�3XUFKDVH�$JUHHPHQWV�DUH�WKH�UHYHUVH�RI�UHSXUFKDVH� 
DJUHHPHQWV�DQG�DOORZ�WKH�)HGHUDO�5HVHUYH�WR�ZLWKGUDZ�UHVHUYHV�RQ�D�WHPSRUDU\�EDVLV�� 
� 
Maturity:�WKH�GDWH�RQ�ZKLFK�WKH�SULQFLSDO�DPRXQW�RI�WKH�VHFXULW\�LV�GXH�DQG�SD\DEOH�WR�WKH�UHJLVWHUHG�RZQHU� 
RI�WKH�VHFXULW\��2Q�VXFK�GDWH��WKH�DFFUXDO�RI�LQWHUHVW�W\SLFDOO\�WHUPLQDWHV�RQ�D�QRWH��WLPH�GUDIW��DFFHSWDQFH�� 
ELOO�RI�H[FKDQJH��PRUWJDJH�EDFNHG�VHFXULW\��RU�ERQG�� 
� 
Medium-Term Notes (MTNs):�SODLQ�FRUSRUDWH�GHEW�LQVWUXPHQWV�ZLWK�D�IL[HG�UDWH�DQG�IL[HG�PDWXULW\� 
�W\SLFDOO\�OHVV�WKDQ�VHYHQ�\HDUV���WKDW�RIWHQ�DUH�FRQWLQXRXVO\�RIIHUHG�QRWHV��UDQJLQJ�LQ�PDWXULW\�IURP�QLQH� 
PRQWKV�WR����\HDUV��%DQN�'HSRVLW�1RWHV�DUH�D�IRUP�RI�071�� 
� 
Midgets:�*10$�SDVV�WKURXJK�VHFXULW\�ZLWK�FROODWHUDO�RI����\HDU�RULJLQDO�PDWXULW\�PRUWJDJHV��,W�LV�VLPLODU� 
LQ�VWUXFWXUH�WR�D�*10$�VHFXULW\�EDFNHG�E\����\HDU�RULJLQDO�PDWXULW\�PRUWJDJHV�� 
� 
Modified Duration:�D�PHDVXUH�RI�WKH�VHQVLWLYLW\�RI�DQ�LQVWUXPHQW
 V�SULFH�WR�FKDQJHV�LQ�\LHOGV��,W�LV� 
FDOFXODWHG�DV�'XUDWLRQ��GLVFRXQWHG�E\�D�VPDOO�IDFWRU�QRWHG�EHORZ��6HH�³'XUDWLRQ´��0RGLILHG�'XUDWLRQ�RIWHQ� 
LV�XVHG�LQWHUFKDQJHDEO\�ZLWK�'XUDWLRQ��VLQFH�PDQ\�XVHV�RI�GXUDWLRQ�DUH�QRW�VHQVLWLYH�WR�WKH�VPDOO�GLIIHUHQFH�� 
)RU�D�ERQG�ZLWK�NQRZQ�FDVK�IORZV��WKH�SHUFHQWDJH�FKDQJH�LQ�WKH�VHFXULW\¶V�SULFH�LQ�UHVSRQVH�WR�D�VPDOO� 
FKDQJH�LQ�\LHOG�LV�DSSUR[LPDWHO\�HTXDO�WR�WKH�QHJDWLYH�RI�WKH�SURGXFW�RI�WKH�VHFXULW\¶V�PRGLILHG�GXUDWLRQ�DQG� 
WKH�UDWH�VKLIW��)RU�PRUWJDJH�EDFNHG�VHFXULWLHV��VXFK�DV�&02V�ZKHUH�FDVK�IORZV�DUH�VXEMHFW�WR�XQFHUWDLQW\�� 
WKH�FDOFXODWHG�GXUDWLRQ�LV�D�SRRU�LQGLFDWRU�RI�PDUNHW�ULVN��VLQFH�LW�GRHV�QRW�DGMXVW�IRU�WKH�LPSDFW�RI�FKDQJLQJ� 
LQWHUHVW�UDWHV�RQ�SUHSD\PHQW�DQG�H[WHQVLRQ�ULVNV��,Q�VXFK�D�FDVH�(IIHFWLYH�'XUDWLRQ�LV�D�EHWWHU�PHDVXUH�� 
� 
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'PRG� �>�������>\�I@�@�'�� 
� 
ZKHUH�'PRG �PRGLILHG�GXUDWLRQ��\ �\LHOG�WR�PDWXULW\��I �IUHTXHQF\�RI�FRXSRQ�SD\PHQW��DQG�'� � 

GXUDWLRQ�� 
� 
Modified Pass-Through:�D�VHFXULW\�IRU�ZKLFK�WKH�WLPHO\�SD\PHQW�RI�LQWHUHVW��EXW�QRW�SULQFLSDO��KDV�EHHQ� 
JXDUDQWHHG�E\�DQ�LQVWLWXWLRQ�RU�DJHQF\�� 
� 
Money Market:�WKH�PDUNHW�IRU�WUDGLQJ�RI�VKRUW�WHUP��KLJK�JUDGH�ILQDQFLDO�LQVWUXPHQWV��VXFK�DV�EDQNHU¶V� 
DFFHSWDQFHV��FHUWLILFDWHV�RI�GHSRVLW��DQG�FRPPHUFLDO�SDSHU�� 
� 
Money Market Mutual Fund:�D�PXWXDO�IXQG�WKDW�LQYHVWV�LQ�KLJKO\�OLTXLG�VHFXULWLHV�DQG�SD\V�PRQH\� 
PDUNHW�UDWHV�RI�LQWHUHVW��LQ�DFFRUGDQFH�ZLWK�UHJXODWLRQV�RI�WKH�6(&�����&)5������D�����6RPH�IXQGV�LQYHVW� 
RQO\�LQ�JRYHUQPHQW�EDFNHG�VHFXULWLHV��0RQH\�PDUNHW�IXQGV�DWWHPSW�WR�PDLQWDLQ�D�VWDEOH�1HW�$VVHW�9DOXH� 
�1$9��RI�������SHU�VKDUH��7KHVH�IXQGV�DUH�QRW�LQVXUHG�E\�WKH�JRYHUQPHQW�� 
� 
Mortgage-Backed Security Dealers' Association:�D�YROXQWDU\�DVVRFLDWLRQ�RI�GHDOHUV�LQ�*10$�PRUWJDJH� 
EDFNHG�VHFXULWLHV��7KH�DVVRFLDWLRQ�FKDQJHG�LWV�QDPH�IURP�WKH�*10$�0RUWJDJH�%DFNHG�6HFXULWLHV�'HDOHUV
 � 
$VVRFLDWLRQ�� 
� 
Mortgage Banker:�D�SDUW\�ZKR�RULJLQDWHV��VHOOV��DQG�VHUYLFHV�PRUWJDJHV��$�PRUWJDJH�EDQNHU�UHWDLQV� 
VHUYLFLQJ�ULJKWV�WR�ORDQV�DQG�PD\�VHUYLFH�WKH�ORDQV�LW�KDV�VROG��$�PRUWJDJH�EDQNHU�DOVR�PD\�VHOO�VHUYLFLQJ� 
ULJKWV��$V�WKH�ORFDO�UHSUHVHQWDWLYH�RI�UHJLRQDO�RU�QDWLRQDO�LQVWLWXWLRQDO�OHQGHUV��LW�DFWV�DV�D�FRUUHVSRQGHQW� 
EHWZHHQ�OHQGHUV�DQG�ERUURZHUV�� 
� 
Mortgage Bankers Association of America (MBA):�DQ�DVVRFLDWLRQ�RI�PRUWJDJH�EDQNHUV��7KH�DVVRFLDWLRQ� 
VHUYHV�DV�WKH�WUDGH�DVVRFLDWLRQ�IRU�WKH�PRUWJDJH�EDQNLQJ�LQGXVWU\�� 
� 
Mortgage Bond:�D�ERQG�VHFXUHG�E\�D�OLHQ�RQ�SURSHUW\��HTXLSPHQW��RU�RWKHU�UHDO�DVVHWV�� 
� 
Mortgage-Backed Bonds:�D�ERQG�FROODWHUDOL]HG�E\�PRUWJDJHV��7KH�FDVK�IORZ�RI�WKH�ERQG�QHHG�QRW�EH� 
OLQNHG�GLUHFWO\�WR�WKH�SULQFLSDO�SD\PHQWV�RI�WKH�PRUWJDJHV�� 
� 
Mortgage-Backed Security:�D�WHUP�XVHG�EURDGO\�WR�UHIHU�WR�D�VHFXULW\�EDFNHG�E\�PRUWJDJHV��LQFOXGLQJ� 
SDVV�WKURXJK�VHFXULWLHV��SRROV��PRUWJDJH�EDFNHG�ERQGV��DQG�&02V�� 
� 
Mortgage Pass-Though Security:�D�VHFXULW\�UHSUHVHQWLQJ�DQ�XQGLYLGHG�RZQHUVKLS�LQWHUHVW�LQ�D�SRRO�RI� 
PRUWJDJHV��7KH�PRUWJDJHV�DUH�VHUYLFHG�E\�D�ILQDQFLDO�LQVWLWXWLRQ�ZKLFK�WUDQVIHUV�WKH�PRQWKO\�SD\PHQWV�E\� 
KRPH�RZQHUV�RI�SULQFLSDO�DQG�LQWHUHVW��OHVV�D�VHUYLFLQJ�IHH�DQG�D�JXDUDQWHH�IHH��LI�DQ\��WR�EH�UHFHLYHG�E\�WKH� 
RZQHU�RI�WKH�LQWHUHVW�LQ�WKH�0%6��7KLV�SURFHVV�RI�WUDQVIHUULQJ�FDVK�IORZ�LV�WHUPHG�D�³SDVV�WKURXJK�´� 
� 
Mortgage Participation Certificates:�VLPLODU�WR�SDVV�WKURXJK�VHFXULWLHV��UHSUHVHQWLQJ�DQ�XQGLYLGHG�LQWHUHVW� 
LQ�UHVLGHQWLDO�PRUWJDJHV�� 
� 
Mortgage Yield:�DQ�LQWHUQDO�UDWH�RI�UHWXUQ�FDOFXODWLRQ��,Q�WKH�HDUO\�GD\V�RI�PRUWJDJH�EDFNHG�VHFXULWLHV��WKH� 
\LHOG�ZDV�FDOFXODWHG�DV�LI�DOO�SULQFLSDO�ZHUH�SUHSDLG�DW�WKH�HQG�RI����\HDUV��1RZ��D�UHDVRQDEOH�DQG� 
VXSSRUWDEOH�HVWLPDWH�RI�WKH�SUHSD\PHQW�VSHHG�LV�XVHG�LQ�FDOFXODWLQJ�WKH�HVWLPDWHG�\LHOG�RQ�D�PRUWJDJH� 
EDFNHG�VHFXULW\��6HH�³&RQVWDQW�3UHSD\PHQW�5DWH´�� 
� 
Municipal Securities Rulemaking Board (MSRB):�D�VHOI�UHJXODWRU\�RUJDQL]DWLRQ�HVWDEOLVKHG�WR�SURSRVH� 
DQG�DGRSW�UXOHV�IRU�EURNHUV�DQG�GHDOHUV�LQ�0XQLFLSDO�6HFXULWLHV��7KH�6(&�RYHUVHHV�WKH�065%��7KH�065%� 
ZDV�FUHDWHG�XQGHU����%�RI�WKH�6HFXULWLHV�([FKDQJH�$FW�RI������� 
� 
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Municipal Security (Muni):�REOLJDWLRQV�RI�D�VWDWH��DQG�RI�D�FRXQW\��FLW\��WD[�GLVWULFW��RU�RWKHU�GLYLVLRQ�RI�D� 
VWDWH��0XQLFLSDO�VHFXULWLHV�LQFOXGH��D��*HQHUDO�2EOLJDWLRQ��*2��%RQGV��ZKLFK�WKH�PXQLFLSDOLW\�EDFNV�ZLWK� 
LWV�IXOO�IDLWK�DQG�FUHGLW��E��5HYHQXH�%RQGV��ZKLFK�DUH�SD\DEOH�IURP�VSHFLILHG�UHYHQXHV�RQO\��VXFK�DV�D� 
SURSHUW\�RU�IDFLOLW\�ILQDQFHG�E\�WKH�UHYHQXH�ERQG��EXW�ZKLFK�GR�QRW�ELQG�WKH�PXQLFLSDOLW\��DQG�F��VKRUW�WHUP� 
QRWHV�LVVXHG�E\�PXQLFLSDOLWLHV�LQ�DQWLFLSDWLRQ�RI�WD[�UHFHLSWV��WD[�DQWLFLSDWLRQ�QRWHV�RU�7$1V���SURFHHGV� 
IURP�D�ERQG�LVVXH��ERQG�DQWLFLSDWLRQ�QRWHV�RU�%$1V���RU�RWKHU�UHYHQXHV��UHYHQXH�DQWLFLSDWLRQ�QRWHV�RU� 
5$1V���0DQ\�PXQLFLSDO�ERQGV�DUH�LQVXUHG�E\�PXQLFLSDO�ERQG�LQVXUDQFH�W\SLFDOO\�LVVXHG�E\�RQH�RI�WKUHH� 
OHDGLQJ�WULSOH�$�UDWHG�PXQLFLSDO�ERQG�LQVXUHUV��$0%$&�,QGHPQLW\�FRUSRUDWLRQ��)*,&��)LQDQFLDO� 
*XDUDQWHH�,QVXUDQFH�&RUSRUDWLRQ��RU�0%,$��0XQLFLSDO�%RQG�,QVXUDQFH�$VVRFLDWLRQ��� 
� 
Mutual Fund:�D�IXQG�RSHUDWHG�E\�DQ�LQYHVWPHQW�FRPSDQ\�WKDW�UDLVHV�PRQH\�IURP�VKDUHKROGHUV��)XQGV�RIIHU� 
SURIHVVLRQDO�PDQDJHPHQW�DQG�GLYHUVLILFDWLRQ�IRU�D�IHH��7KH�PDUNHW�SULFH�RI�D�VKDUH�LV�FDOOHG�LWV�1HW�$VVHW� 
9DOXH��1$9���ZKLFK�UHIOHFWV�WKH�PDUN�WR�PDUNHW�YDOXH�RI�DOO�VHFXULWLHV�KHOG�E\�WKH�LQYHVWPHQW�FRPSDQ\�� 
$OVR�FDOOHG�RSHQ�HQG�LQYHVWPHQW�FRPSDQ\��$�PXWXDO�IXQG�WKDW�LQYHVWV�LQ�IL[HG�LQFRPH�VHFXULWLHV�RIWHQ�LV� 
FDOOHG�D�ERQG�IXQG��6HH�³0RQH\�0DUNHW�0XWXDO�)XQG´�� 
� 
National Association of Securities Dealers, Inc. (NASD):�WKH�VHOI�UHJXODWRU\�RUJDQL]DWLRQ�RI�WKH� 
VHFXULWLHV�LQGXVWU\�UHVSRQVLEOH�IRU�UHJXODWLRQ�RI�WKH�2YHU�7KH�&RXQWHU�VHFXULWLHV�PDUNHW�DQG�WKH�PDQ\� 
SURGXFWV�WUDGHG�LQ�LW��7KH�1$6'�DGPLQLVWHUV�TXDOLILFDWLRQV�WHVWV�WR�VHFXULWLHV�SURIHVVLRQDOV�DQG�HQIRUFHV� 
FRPSOLDQFH�E\�LWV�PHPEHUV�ZLWK�WKH�VHFXULWLHV�ODZV��WKH�UXOHV�RI�WKH�0XQLFLSDO�6HFXULWLHV�5XOHPDNLQJ� 
%RDUG��DQG�1$6'�UXOHV��7KH�1$6'�UXOHV��LQ�JHQHUDO��SURWHFW�LQYHVWRUV�E\�SUHYHQWLQJ�IUDXGXOHQW�DQG� 
PDQLSXODWLYH�DFWV�DQG�SUDFWLFHV��DQG�SURPRWLQJ�MXVW�DQG�HTXLWDEOH�SULQFLSOHV�RI�WUDGH��7KH�1$6'�ZDV� 
FUHDWHG�XQGHU����$�RI�WKH�6HFXULWLHV�([FKDQJH�$FW�RI�������WKH�0DORQH\�$FW���7KH�6(&�RYHUVHHV�WKH� 
DFWLYLWLHV�RI�WKH�1$6'��7KH�1$6'�DOVR�RZQV�DQG�RSHUDWHV�WKH�1$6'$4�PDUNHW�� 
� 
Negative Arbitrage:�6HH�³$UELWUDJH´�� 
� 
Negative (or Inverse) Yield Curve:�6HH�³,QYHUWHG�<LHOG�&XUYH´�� 
� 
Negotiable Security:�XQGHU�WKH�8QLIRUP�&RPPHUFLDO�&RGH��8&&���DQ�LQVWUXPHQW�WKDW�PHHWV�FHUWDLQ�OHJDO� 
UHTXLUHPHQWV�DQG�FDQ�EH�WUDQVIHUUHG�E\�HQGRUVHPHQW�RU�GHOLYHU\�� 
� 
Net Asset Value:�WKH�YDOXH�RI�D�PXWXDO�IXQG�VKDUH�GHWHUPLQHG�E\�WKH�IXQG�RQ�D�GDLO\�EDVLV�EDVHG�XSRQ�WKH� 
PDUNHW�YDOXH�RI�WKH�XQGHUO\LQJ�VHFXULWLHV�DQG�WKH�QXPEHU�RI�VKDUHV�RXWVWDQGLQJ�� 
� 
Net Capital:�QHW�ZRUWK�RI�D�EURNHUDJH�FRQFHUQ��OHVV�FHUWDLQ�LWHPV�VXFK�DV�H[FKDQJH�PHPEHUVKLSV��FDUU\LQJ� 
YDOXH�RI�VHFXULWLHV�ZKLFK�DUH�QRW�UHDGLO\�PDUNHWDEOH���KDLUFXWV��RQ�PDUNHWDEOH�VHFXULWLHV�LQ�SURSULHWDU\� 
DFFRXQWV��IXUQLWXUH�DQG�HTXLSPHQW��HWF�� 
� 
Net Long:�D�QHW�SRVLWLRQ�WKDW�LV�ORQJ�� 
� 
Net Position:�WKH�GLIIHUHQFH�EHWZHHQ�WKH�RSHQ�ORQJ�FRQWUDFWV�DQG�RSHQ�VKRUW�FRQWUDFWV�KHOG�E\�RQH�WUDGHU�LQ� 
DQ\�RQH�FRQWUDFW�PDUNHW�RU�ILQDQFLDO�LQVWUXPHQW��7UDGHV�ZKLFK�KDYH�EHHQ�RIIVHW�DUH�UHPRYHG�IURP�WKH�QHW� 
SRVLWLRQ�� 
� 
Net Short:�D�QHW�SRVLWLRQ�WKDW�LV�VKRUW�� 
� 
Net Yield:�WKH�SDUW�RI�JURVV�\LHOG�WKDW�UHPDLQV�DIWHU�WKH�GHGXFWLRQ�RI�DOO�FRVWV��VXFK�DV�PRUWJDJH�VHUYLFLQJ� 
H[SHQVHV�DQG�JXDUDQW\�IHHV��6HH�DOVR�³<LHOG´�� 
� 
New Issue:����D�VHFXULW\�WKDW�LV�SXUFKDVHG�DW�LVVXDQFH�����D�UHFHQWO\�LVVXHG�VHFXULW\�� 
� 
No Load:�D�PXWXDO�IXQG�VROG�ZLWKRXW�D�ORDG�IHH�� 
� 
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Normal Yield Curve:�D�JUDSK�LOOXVWUDWLQJ�WKH�OHYHO�RI�LQWHUHVW�UDWHV�DV�D�IXQFWLRQ�RI�WLPH�WR�PDWXULW\��ZKHUH� 
VKRUWHU�PDWXULW\�LQYHVWPHQWV�KDYH�ORZHU�\LHOGV�WKDQ�ORQJHU�PDWXULW\�LQYHVWPHQWV��7KH�1RUPDO�<LHOG�&XUYH� 
LV�XSZDUG�VORSSLQJ�� 
� 
Note:�D�ZULWWHQ�SURPLVH�WR�SD\�D�GHEW�� 
� 
Notional Principal (or Notional Amount):�LQ�DQ�LQWHUHVW�UDWH�VZDS�DJUHHPHQW��WKH�GROODU�DPRXQW�WR�ZKLFK� 
LQWHUHVW�UDWHV�DUH�DSSOLHG�LQ�RUGHU�WR�FDOFXODWH�SHULRGLF�SD\PHQW�REOLJDWLRQV��7KH�QRWLRQDO�DPRXQW�LV�QRW� 
H[FKDQJHG�E\�WKH�SDUWLHV�WR�WKH�LQWHUHVW�UDWH�VZDS�DJUHHPHQW�� 
� 
Odd Lot:�D�TXDQWLW\�RI�VHFXULWLHV�ZKLFK�LV�OHVV�WKDQ�WKH�W\SLFDO�FDVK�PDUNHW�WUDGLQJ�XQLW��H�J���DQ�RGG�ORW�IRU� 
D�7UHDVXU\�VHFXULW\�LV�D�SDU�DPRXQW�RI�OHVV�WKDQ�RQH�PLOOLRQ�GROODUV��7KH�ELG�DVN�VSUHDG�RQ�DQ�2GG�/RW�LV� 
VOLJKWO\�ZLGHU�WKDQ�IRU�D�URXQG�ORW�� 
� 
Offer:�WKH�ORZHVW�GHFODUHG�SULFH�DW�ZKLFK�D�VHOOHU�LV�ZLOOLQJ�WR�VHOO�D�VHFXULW\�DW�D�SDUWLFXODU�WLPH��2SSRVLWH� 
RI�ELG�� 
� 
Offset:�WKH�OLTXLGDWLRQ�RI�D�SXUFKDVH�RI�IXWXUHV�WKURXJK�VDOH�RI�DQ�HTXDO�QXPEHU�RI�FRQWUDFWV�RI�WKH�VDPH� 
GHOLYHU\�PRQWK�RU�WKH�FRYHULQJ�RI�D�VKRUW�VDOH�RI�IXWXUHV�WKURXJK�WKH�SXUFKDVH�RI�DQ�HTXDO�QXPEHU�RI� 
FRQWUDFWV�RI�WKH�VDPH�GHOLYHU\�PRQWK��(LWKHU�DFWLRQ�FDQFHOV�WKH�REOLJDWLRQ�WR�PDNH�RU�WDNH�GHOLYHU\�RI�WKH� 
FRPPRGLW\�� 
� 
Open Interest:�WKH�WRWDO�QXPEHU�RI�IXWXUH�FRQWUDFWV�LQ�D�JLYHQ�FRPPRGLW\�ZKLFK�KDYH�QRW�\HW�EHHQ� 
OLTXLGDWHG�E\�RIIVHW�RU�IXOILOOHG�E\�GHOLYHU\��WKH�WRWDO�QXPEHU�RI�RSHQ�FRQWUDFWV��(DFK�RSHQ�FRQWUDFW�KDV�D� 
EX\HU�DQG�D�VHOOHU��KRZHYHU��ZKHQ�FDOFXODWLQJ�WKH�RSHQ�LQWHUHVW�RI�DQ�H[FKDQJH��RQO\�RQH�VLGH�RI�WKH�FRQWUDFW� 
LV�FRXQWHG�� 
� 
Open Position:�D�IRUZDUG�RU�IXWXUHV�FRQWUDFW�LV�RSHQ�LI�LW�KDV�QRW�EHHQ�IXOILOOHG�E\�GHOLYHU\�RU�OLTXLGDWHG�E\� 
RIIVHW��7KH�RSHQ�SRVLWLRQ�LQFOXGHV�RSHQ�ORQJ�DQG�VKRUW�FRQWUDFWV��LQFOXGLQJ�RSWLRQ�FRQWUDFWV�WKDW�KDYH�QRW� 
EHHQ�H[HUFLVHG�� 
� 
Option:�D�FRQWUDFW�WKDW�JUDQWV�WKH�RSWLRQ�EX\HU�WKH�ULJKW�RU�SULYLOHJH��EXW�QRW�WKH�REOLJDWLRQ��WR�EX\�RU�VHOO�D� 
VSHFLILHG�DPRXQW�RI�D�JLYHQ�ILQDQFLDO�LQVWUXPHQW�DW�D�IL[HG�SULFH��WKH�H[HUFLVH�SULFH��EHIRUH�RU�RQ�D� 
GHVLJQDWHG�GDWH��WKH�H[SLUDWLRQ�GDWH���$�FDOO�RSWLRQ�FRQIHUV�RQ�WKH�RSWLRQ�EX\HU�WKH�ULJKW�WR�EX\�WKH�ILQDQFLDO� 
LQVWUXPHQW��$�SXW�RSWLRQ�FRQIHUV�RQ�WKH�RSWLRQ�EX\HU�WKH�ULJKW�WR�VHOO�WKH�ILQDQFLDO�LQVWUXPHQW��7KH�RSWLRQ� 
ZULWHU�KDV�WKH�REOLJDWLRQ�RI�SHUIRUPLQJ�LI�WKH�RSWLRQ�LV�H[HUFLVHG�WLPHO\�E\�WKH�RSWLRQ�EX\HU��6HH�DOVR� 
³6WDQGE\�&RPPLWPHQW´��³2SWLRQDO�&RPPLWPHQW´��³([HUFLVH�3ULFH´��³([SLUDWLRQ�'DWH´�� 
� 
Option Adjusted Spread (OAS):�UHSUHVHQWV�DQ�H[SHFWHG�LQFUHPHQWDO�UHWXUQ��VSUHDG��RYHU�7UHDVXU\�UDWHV�� 
JLYHQ�WKH�REVHUYHG�PDUNHW�SULFH�IRU�D�VHFXULW\��7KH�2$6�LV�QRUPDOO\�SRVLWLYH�DQG�UHIOHFWV�WKH�ULVNV�RI�WKH� 
VHFXULW\��LQFOXGLQJ�RSWLRQ�ULVN��UHODWLYH�WR�D�7UHDVXU\�VHFXULW\��$�7UHDVXU\�VHFXULW\�ZLOO�KDYH�DQ�2$6�RI� 
]HUR��$�QHJDWLYH�2$6�PHDQV�D�VHFXULW\�LV�H[SHFWHG�WR�HDUQ�OHVV�WKDQ�D�7UHDVXU\�VHFXULW\�RI�FRPSDUDEOH� 
PDWXULW\��� 
� 
2$6�LV�FDOFXODWHG�XVLQJ�DQ�LWHUDWLYH�PRGHOLQJ�SURFHVV��)LUVW��D�ODUJH�VDPSOH�RI�SRWHQWLDO�7UHDVXU\�LQWHUHVW� 
UDWH�SDWKV�FRQVLVWHQW�ZLWK�WKH�FXUUHQW�WHUP�VWUXFWXUH�DQG�FXUUHQW�OHYHO�RI�YRODWLOLW\�DUH�JHQHUDWHG��VHFRQG��WKH� 
FDVK�IORZV�RI�WKH�VHFXULW\�IRU�HDFK�RI�WKRVH�7UHDVXU\�LQWHUHVW�UDWH�SDWKV�DUH�JHQHUDWHG��WKLUG��WKH�FDVK�IORZV� 
DUH�GLVFRXQWHG�XVLQJ�WKH�SURMHFWHG�7UHDVXU\�UDWHV�WR�FRPSXWH�DQ�HVWLPDWHG�PRGHO�SULFH��7KH�HVWLPDWHG� 
PRGHO�SULFH�LV�WKHQ�FRPSDUHG�WR�WKH�REVHUYHG�PDUNHW�SULFH�RI�WKH�VHFXULW\��,I�WKH�PRGHO�SULFH�LV�JUHDWHU�WKDQ� 
WKH�PDUNHW�SULFH��DQ�LQFUHDVLQJO\�ODUJHU�VSUHDG�LV�DGGHG�WR�HDFK�RI�WKH�7UHDVXU\�UDWHV�DQG�WKH�SURFHVV�RI� 
GLVFRXQWLQJ�FDVK�IORZV�LV�UHSHDWHG�XQWLO�WKH�PRGHO�SULFH�HTXDOV�WKH�PDUNHW�SULFH��2$6�LV�WKH�VSUHDG�WKDW� 
UHVXOWV�LQ�WKH�HVWLPDWHG�PRGHO�SULFH�HTXDOLQJ�WKH�REVHUYHG�PDUNHW�SULFH�� 
� 
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:KHQ�2$6�LV�FDOFXODWHG�XVLQJ�7UHDVXU\�UDWHV�DV�GLVFRXQW�UDWHV��WKH�2$6�LQFOXGHV�ERWK�RSWLRQ�VSUHDG�DQG� 
FUHGLW�VSUHDG��7KXV��RFFDVLRQDOO\�2$6�PD\�EH�FDOFXODWHG�XVLQJ�D�FRUSRUDWH�LQWHUHVW�UDWH�FXUYH��VXFK�DV� 
/,%25��WR�FRPSXWH�SULPDULO\�WKH�VSUHDG�DULVLQJ�IURP�WKH�HPEHGGHG�RSWLRQDOLW\�� 
� 
*LYHQ�D�UHDVRQDEOH�HVWLPDWH�IRU�2$6��D�IDLU��PRGHO��YDOXH�FDQ�EH�FDOFXODWHG�IRU�D�VHFXULW\��XVLQJ�WKH�FXUUHQW� 
WHUP�VWUXFWXUH�RI�LQWHUHVW�UDWHV�DQG�WKH�FXUUHQW�OHYHO�RI�YRODWLOLW\�� 
� 
Option Buyer:�WKH�SXUFKDVHU�RI�D�FDOO�RU�SXW�RSWLRQ�ZKR�SD\V�D�SUHPLXP�WR�UHFHLYH�WKH�H[HUFLVH�ULJKW�RI�WKH� 
FRQWUDFW�� 
� 
Option Writer:�WKH�VHOOHU�RI�D�FDOO�RU�SXW�RSWLRQ�ZKR�JUDQWV�WKH�H[HUFLVH�ULJKW�WR�WKH�EX\HU�LQ�H[FKDQJH�IRU� 
UHFHLYLQJ�WKH�SUHPLXP�� 
� 
Optional Commitment:�D�WHUP�IRU�DQ�RYHU�WKH�FRXQWHU�RSWLRQ��DQ�RSWLRQ�WR�UHFHLYH�VHFXULWLHV��H[HUFLVDEOH� 
DW�D�IXWXUH�GDWH��7KH�EX\HU�RI�WKH�RSWLRQDO�FRPPLWPHQW�KDV�WKH�RSWLRQ�WR�UHFHLYH�WKH�VHFXULWLHV��$�ORQJ� 
RSWLRQDO�FRPPLWPHQW�LV�DQ�RSWLRQ�WR�SXUFKDVH�VHFXULWLHV��$�VKRUW�RSWLRQDO�FRPPLWPHQW�LV�D�FRPPLWPHQW�WR� 
VHOO��6HH�DOVR�³2SWLRQ�DQG�&DOO´�� 
� 
Optional Commitment Fee:�DPRXQW�SDLG�IRU�WKH�SXUFKDVH�RI�DQ�RSWLRQDO�FRPPLWPHQW��$OVR�FDOOHG�D� 
³3UHPLXP´�� 
� 
Original Margin:�WHUP�DSSOLHG�WR�WKH�LQLWLDO�GHSRVLW�RI�SHUIRUPDQFH�ERQG�RU�PDUJLQ�PRQH\�UHTXLUHG�RI� 
FOHDULQJ�PHPEHU�ILUPV�E\�FOHDULQJ�KRXVH�UXOHV�� 
� 
Origination:�WKH�SURFHVV�ZKHUHE\�D�ERQG��VXFK�DV�D�*10$�FHUWLILFDWH��EDFNHG�E\�DSSURYHG�PRUWJDJHV�LQ�D� 
SRRO��LV�LVVXHG��6HH�³,VVXHU´�� 
� 
Originator:�RQH�ZKRVH�IXQFWLRQ�LV�WR�RULJLQDWH�RU�LVVXH�PRUWJDJH�EDFNHG�VHFXULWLHV��%XLOGHUV��EURNHUV��DQG� 
RWKHUV�DUH�VROLFLWHG�WR�REWDLQ�DSSOLFDWLRQV�IRU�PRUWJDJH�ORDQV��7KH�LQGLYLGXDO�PRUWJDJH�FRPSDQ\�ZKLFK� 
SHUIRUPV�WKLV�IXQFWLRQ�LV�DOVR�GHVLJQDWHG�DV�WKH�RULJLQDWRU�RU�LVVXHU��6HH�³,VVXHU´�� 
� 
Out-of-the-Money:�DQ�RSWLRQ�WKDW�KDV�QR�YDOXH�LI�H[HUFLVHG�XQGHU�FXUUHQW�PDUNHW�FRQGLWLRQV��H�J���WKH� 
RSWLRQ�WR�SXUFKDVH�LV�DW�������ZKLOH�WKH�PDUNHW�SULFH�LV�EHORZ��������6XFK�DQ�RSWLRQ�KDV�QR�LQWULQVLF�YDOXH�� 
EXW�PD\�KDYH�WLPH�YDOXH��$�FDOO�RSWLRQ�LV�RXW�RI�WKH�PRQH\�ZKHQ�WKH�H[HUFLVH�SULFH�RI�WKH�RSWLRQ�LV�KLJKHU� 
WKDQ�WKH�XQGHUO\LQJ�VHFXULW\¶V�SULFH��$�SXW�RSWLRQ�LV�RXW�RI�WKH�PRQH\�ZKHQ�WKH�H[HUFLVH�SULFH�LV�ORZHU�WKDQ� 
WKH�XQGHUO\LQJ�VHFXULW\¶V�SULFH�� 
� 
Output:�WKH�YROXPH�RI�PRUWJDJH�VHFXULWLHV�WKDW�D�PRUWJDJH�FRPSDQ\�FDQ�EH�H[SHFWHG�WR�LVVXH�LQ�D�PRQWK�� 
$OVR�FDOOHG�³3URGXFWLRQ´�RU�³2ULJLQDWLRQ´�� 
� 
Overcollateralization:�WKH�YDOXH�RI�WKH�FROODWHUDO�IRU�DQ�DVVHW�EDFNHG�VHFXULW\�H[FHHGV�WKH�SDU�DPRXQW�RI� 
WKH�DVVHW�EDFNHG�VHFXULW\��)URP�WKH�SHUVSHFWLYH�RI�WKH�LVVXLQJ�HQWLW\��WKH�H[WHQW�WR�ZKLFK�WKH�YDOXH�RI�WKH� 
DVVHW�RU�WKH�FDVK�IORZ�SURGXFHG�E\�WKH�DVVHW��FROODWHUDO��H[FHHGV�WKH�OLDELOLW\�RU�WKH�FDVK�IORZ�UHTXLUHG�WR� 
PHHW�WKH�OLDELOLW\�REOLJDWLRQV��,W�LV�XVXDOO\�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�SDU�DPRXQW�RI�WKH�OLDELOLW\�� 
� 
Over-The-Counter (OTC):����QRQ�H[FKDQJH�WUDGHG�LQVWUXPHQWV��LQFOXGLQJ�7UHDVXU\�VHFXULWLHV��PRUWJDJH� 
EDFNHG�VHFXULWLHV��PXQLFLSDO�VHFXULWLHV��QHJRWLDEOH�&'V��VZDSV��IRUZDUGV��DQG�FHUWDLQ�RSWLRQV�����D�PDUNHW� 
WKDW�LV�QRW�SDUW�RI�DQ�RUJDQL]HG�H[FKDQJH�� 
� 
Overtrading:�VHH�³$GMXVWHG�7UDGLQJ´�DQG�³)HH�7UDGLQJ´�� 
� 
P&I:�DEEUHYLDWLRQ�IRU��SULQFLSDO�DQG�LQWHUHVW���7KLV�LV�FXVWRPDULO\�XVHG�WR�GHVFULEH�WKH�UHJXODU�PRQWKO\� 
FKHFNV�SDLG�WR�WKH�UHJLVWHUHG�RZQHU�RI�PRUWJDJH�EDFNHG�VHFXULWLHV�E\�WKH�LVVXHU��3D\PHQW�RI�*10$�,�3 ,� 
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LV�VFKHGXOHG�WR�DUULYH�E\�WKH�ILIWHHQWK�RI�HDFK�PRQWK�DQG�FRQWDLQV�WKH�LQWHUHVW��UHJXODU�SULQFLSDO�SD\PHQWV�� 
DQG�SUHSD\PHQWV�PDGH�RQ�D�SUR�UDWD�EDVLV�E\�WKH�HQWLUH�SRRO�IRU�WKH�SUHYLRXV�FDOHQGDU�PRQWK�� 
� 
PAC (Planned Amortization Class):�D�&02�WUDQFKH�ZKLFK�LV�SURWHFWHG��WR�VRPH�GHJUHH��IURP�ERWK� 
SUHSD\PHQW�DQG�H[WHQVLRQ�ULVN��7KH�&02�SD\V�SULQFLSDO�DFFRUGLQJ�WR�D�SUHGHWHUPLQHG�VFKHGXOH�WKDW�LV� 
H[SHFWHG�WR�EH�PHW�LI�WKH�FROODWHUDO�SUHSD\PHQW�VSHHG�UHPDLQV�ZLWKLQ�WKH�3$&�EDQG��WKDW�LV��EHWZHHQ�WKH�WZR� 
VSHFLILHG�SUHSD\PHQW�VSHHGV�� 
� 
Pair Off:�WKH�PDWFKLQJ�RU�QHWWLQJ�RI�FRQWUD�WUDQVDFWLRQV�EHWZHHQ�WZR�SDUWLHV�ZKHQ�GHOLYHU\�LV�GXH��2QO\�WKH� 
XQPDWFKHG�EDODQFH�LV�GHOLYHUHG�ZLWK�D�FKHFN�IRU�WKH�GLIIHUHQFH�EHWZHHQ�WKH�SXUFKDVH�DQG�VDOH�SULFHV�RI�DOO� 
WUDQVDFWLRQV�EHLQJ�UHFHLYHG�RU�GHOLYHUHG��7KLV�UHGXFHV�WKH�QXPEHU�RI�SK\VLFDO�GHOLYHULHV�DQG�UHGHOLYHULHV� 
ZKLFK�RWKHUZLVH�ZRXOG�EH�UHTXLUHG��$�SDLU�RII�WUDQVDFWLRQ�LV�D�VHFXULW\�SXUFKDVH�WUDQVDFWLRQ�WKDW�LV�FORVHG�RU� 
VROG�DW��RU�SULRU�WR�WKH�VHWWOHPHQW�RU�H[SLUDWLRQ�GDWH�� 
� 
Papers:�WHUP�VRPHWLPHV�JLYHQ�WR�SXW�RU�FDOO�RSWLRQV�� 
� 
Par Cap:�D�SURYLVLRQ�LQ�WKH�FRQWUDFW�RI�VDOH�IRU�*10$�VHFXULWLHV�ZKLFK�UHVWULFWV�GHOLYHU\�RQO\�WR�SRROV� 
ZKLFK�EHDU�DQ�LQWHUHVW�UDWH�VXIILFLHQWO\�KLJK�VR�WKDW�WKH�VHFXULWLHV�ZRXOG�WUDGH�DW�RU�EHORZ�SDU�ZKHQ� 
FRPSXWHG�RQ�WKH�DJUHHG�WR�\LHOG�� 
� 
Par Value:�WKH�IDFH�YDOXH�RI�D�VHFXULW\�� 
� 
Participation Certificate:�D�W\SH�RI�PRUWJDJH�EDFNHG�VHFXULW\�ZKLFK�UHSUHVHQWV�DQ�XQGLYLGHG�LQWHUHVW�LQ� 
FHUWDLQ�UHDO�HVWDWH�ORDQV�� 
� 
Pass-Through:�D�PRUWJDJH�EDFNHG�VHFXULW\�RQ�ZKLFK�SD\PHQW�RI�LQWHUHVW�DQG�SULQFLSDO�RQ�WKH�XQGHUO\LQJ� 
PRUWJDJHV�DUH�³SDVVHG�WKURXJK´�WR�WKH�VHFXULW\�KROGHU�E\�DQ�DJHQW�VKRUWO\�DIWHU�LQWHUHVW�DQG�SULQFLSDO� 
SD\PHQWV�DUH�UHFHLYHG�IURP�WKH�PRUWJDJH�ERUURZHUV�� 
� 
Pay Down:�ZKHQ�WKH�GROODU�YDOXH�RI�D�QHZ�LVVXH�RI�*RYHUQPHQW�VHFXULWLHV�LV�OHVV�WKDQ�WKH�PDWXULQJ�LVVXH� 
ZKLFK�LW�UHSODFHV��WKH�GLIIHUHQFH�LV�FDOOHG�WKH�SD\�GRZQ�� 
� 
Paying Agent:�DQ�DJHQW��XVXDOO\�D�FRPPHUFLDO�EDQN��HQJDJHG�E\�DQ�LVVXHU�WR�HIIHFW�GLYLGHQG�RU�LQWHUHVW� 
SD\PHQWV�SHULRGLFDOO\�� 
� 
Pay Up:�ZKHQ�WKH�GROODU�YDOXH�RI�D�QHZ�LVVXH�RI�*RYHUQPHQW�VHFXULWLHV�LV�PRUH�WKDQ�WKH�PDWXULQJ�LVVXH� 
ZKLFK�LW�UHSODFHV��WKH�GLIIHUHQFH�LV�FDOOHG�WKH�SD\�XS�� 
� 
Permanent Investor:�RQH�ZKR�SURYLGHV�SHUPDQHQW�PRUWJDJH�ILQDQFLQJ�� 
� 
Physical/Definitive Security:�D�VHFXULW\�IRU�ZKLFK�WKHUH�H[LVWV�D�SK\VLFDO�SDSHU�GRFXPHQW�DV�D�FHUWLILFDWH�RI� 
RZQHUVKLS�LGHQWLI\LQJ�WHUPV�DQG�FRQGLWLRQV�� 
� 
Plus (+):�GHVFULEHV�DQ�DGGLWLRQDO�����WK�RQ�TXRWDWLRQV��)RU�H[DPSOH��������PHDQV����DQG�����QGV��SOXV�DQ� 
DGGLWLRQDO�����WK�� 
� 
Point:����DQ�DPRXQW�HTXDO�WR�RQH�SHUFHQW�RI�WKH�IDFH�YDOXH�RU�SULQFLSDO�DPRXQW�RI�DQ�LQYHVWPHQW�RU�QRWH�� 
���D�PRUWJDJH�ORDQ�GLVFRXQW�SRLQW��ZKLFK�LV�D�RQH�WLPH�FKDUJH�DVVHVVHG�DW�FORVLQJ�E\�WKH�OHQGHU�WR�LQFUHDVH� 
WKH�\LHOG�RQ�WKH�PRUWJDJH�ORDQ�WR�D�PDUNHW�UDWH�����LQ�WKH�IRUHLJQ�H[FKDQJH�PDUNHW��WKH�ORZHVW�GLJLW�DW�ZKLFK� 
WKH�FXUUHQF\�LV�TXRWHG��H�J���³RQH�SRLQW´�LV�WKH�GLIIHUHQFH�EHWZHHQ�VWHUOLQJ�SULFHV�RI���������DQG���������� 
$OVR�FDOOHG�SLSV�� 
� 
Pool:�D�FROOHFWLRQ�RI�PRUWJDJHV�ZKLFK�DUH�SDFNDJHG�DQG�VROG�DV�D�VHFXULW\��+ROGHUV�RI�*10$�SDVV�WKURXJK� 
VHFXULWLHV�RZQ�D�SUR�UDWD�VKDUH�RI�WKH�RXWVWDQGLQJ�EDODQFH�RI�DOO�PRUWJDJHV�LQ�WKH�VDPH�SRRO��3RROV�PXVW�EH� 
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PRUWJDJHV�RI�WKH�VDPH�NLQG��VLQJOH�IDPLO\��PRELOH�KRPH��RU�SURMHFWV���FDUU\LQJ�WKH�VDPH�RU�VLPLODU�UDWH�RI� 
LQWHUHVW��DQG�PXVW�DOO�EH�RI�WKH�VDPH�RU�VLPLODU�PDWXULW\��H�J������\HDUV���$OO�PRUWJDJHV�ZLWKLQ�D�VLQJOH�SRRO� 
DUH�VHUYLFHG�E\�WKH�VDPH�LVVXHU�DQG�DUH�XVXDOO\�IURP�WKH�VDPH�JHRJUDSKLF�DUHD�� 
� 
Position:�DQ�LQWHUHVW�LQ�WKH�PDUNHW��HLWKHU�ORQJ�RU�VKRUW��6HFXULWLHV�SXUFKDVHG�DQG�KHOG�DUH�D�ORQJ�SRVLWLRQ�� 
6HFXULWLHV�VROG�VKRUW�DQG�QRW�\HW�FRYHUHG�DUH�D�VKRUW�SRVLWLRQ��)RUZDUG�RU�IXWXUHV�FRQWUDFWV�SXUFKDVHG�DUH� 
FDOOHG�D�ORQJ�SRVLWLRQ��)RUZDUG�RU�IXWXUHV�FRQWUDFWV�VROG�DQG�QRW�\HW�OLTXLGDWHG�DUH�FDOOHG�D�VKRUW�SRVLWLRQ��$� 
FDOO�RSWLRQ�SXUFKDVHG�DQG�D�SXW�RSWLRQ�VROG�HFRQRPLFDOO\�DUH�HTXLYDOHQW�WR�D�ORQJ�SRVLWLRQ��$�SXW�RSWLRQ� 
SXUFKDVHG�DQG�D�FDOO�RSWLRQ�VROG�HFRQRPLFDOO\�DUH�HTXLYDOHQW�WR�D�VKRUW�SRVLWLRQ��6HH�DOVR�³2SHQ�3RVLWLRQ´� 
DQG�³1HW�3RVLWLRQ´�� 
� 
Position Limit:�WKH�PD[LPXP�QXPEHU�RI�VSHFXODWLYH�IXWXUHV�FRQWUDFWV�LQ�RQH�FRPPRGLW\�WKDW�D�SHUVRQ�RU� 
JURXS�RI�SHUVRQV�DFWLQJ�LQ�FRQFHUW�FDQ�KROG�DV�GHWHUPLQHG�E\�WKH�&RPPRGLW\�)XWXUHV�7UDGLQJ�&RPPLVVLRQ� 
RU�WKH�H[FKDQJH�XSRQ�ZKLFK�WKH�FRQWUDFW�LV�WUDGHG�� 
� 
Positive Yield Curve:�6HH�³1RUPDO�<LHOG�&XUYH´�� 
� 
Premium:����WKH�DPRXQW�E\�ZKLFK�WKH�FXUUHQW�PDUNHW�SULFH�H[FHHGV�WKH�VHFXULW\¶V�IDFH�YDOXH�����WKH�DPRXQW� 
SDLG�WR�SXUFKDVH�DQ�RSWLRQ�����WKH�DPRXQW�E\�ZKLFK�WKH�UHGHPSWLRQ�SULFH�H[FHHGV�D�FDOODEOH�VHFXULW\¶V�IDFH� 
YDOXH�����ORRVHO\��UHIHUV�WR�WKH�KLJKHU�\LHOG�GHPDQGHG�E\�WKH�PDUNHW�IRU�&'V�DQG�VHFXULWLHV�LVVXHG�E\�D� 
SDUWLFXODU�LQVWLWXWLRQ�DV�D�UHVXOW�RI�KLJKHU�SHUFHLYHG�FUHGLW�ULVN�RI�WKDW�LQVWLWXWLRQ�UHODWLYH�WR�RWKHU�VLPLODUO\� 
UDWHG�LQVWLWXWLRQV��DOVR�UHIHUUHG�WR�DV�³SD\LQJ�XS�IRU�IXQGV´������LQ�WKH�FDVH�RI�IHGHUDOO\�LQVXUHG�]HUR�FRXSRQ� 
&'V��WKH�DPRXQW�RI�WKH�SXUFKDVH�SULFH�LQ�H[FHVV�RI�WKH�RULJLQDO��RU�DFFUHGLWHG��LVVXH�SULFH�FKDUJHG�E\� 
%URNHU�'HDOHUV�WR�VHFRQGDU\�PDUNHW�LQYHVWRUV��ZKLFK�LV�QRW�)',&�LQVXUHG�����UHIHUV�WR�D�KLJKHU�SULFH� 
FKDUJHG�IRU�D�VHFXULW\�WKDW�LV�LQ�VKRUW�VXSSO\�UHODWLYH�WR�RWKHU�VLPLODU�VHFXULWLHV��DV�LQ�WKH�SKUDVH��³WKH�ROG���� 
\HDU�LV�DW�D�SUHPLXP�WR�WKH�:KHQ�,VVXHG����\HDU�´ 
� 
Prepayment:�SD\PHQW�PDGH�DKHDG�RI�WKH�VFKHGXOHG�SD\PHQW�GDWH�� 
� 
Prepayment Model:�DQ�HPSLULFDO�PHWKRG�ZKLFK�SURGXFHV�D�UHDVRQDEOH�DQG�VXSSRUWDEOH�IRUHFDVW�RI� 
PRUWJDJH�SUHSD\PHQWV�LQ�SDUWLFXODU�LQWHUHVW�UDWH�VFHQDULRV��7KH�HVWLPDWHG�SUHSD\PHQW�VSHHGV�IURP�VXFK� 
PRGHOV�W\SLFDOO\�DUH�DYDLODEOH�IURP�VHFXULWLHV�EURNHU�GHDOHUV�DQG�LQGXVWU\�UHFRJQL]HG�LQIRUPDWLRQ� 
SURYLGHUV��7KHVH�HVWLPDWHG�SUHSD\PHQW�VSHHGV�DUH�XVHG�LQ�WHVWV�WR�IRUHFDVW�WKH�ZHLJKWHG�DYHUDJH�OLIH��FKDQJH� 
LQ�ZHLJKWHG�DYHUDJH�OLIH��DQG�SULFH�VHQVLWLYLW\�RI�&02V�DQG�PRUWJDJH�EDFNHG�VHFXULWLHV��7KH�HVWLPDWHG� 
SUHSD\PHQW�VSHHGV�XVXDOO\�DUH�H[SUHVVHG�LQ�WHUPV�RI�D�SUHSD\PHQW�EHQFKPDUN��HLWKHU�³&RQVWDQW�3UHSD\PHQW� 
5DWH��&35�´�RU�³36$´�� 
� 
Prepayment Risk:�WKH�SRWHQWLDO�WKDW�DOO�RU�SDUW�RI�WKH�SULQFLSDO�RI�D�VHFXULW\��VXFK�DV�D�PRUWJDJH�EDFNHG� 
VHFXULW\��ZLOO�EH�SDLG�HDUOLHU�WKDQ�H[SHFWHG��W\SLFDOO\�LQ�UHVSRQVH�WR�IDOOLQJ�LQWHUHVW�UDWHV�� 
� 
Price Limits:�WKH�PD[LPXP�SULFH�DGYDQFH�RU�GHFOLQH�IURP�WKH�SUHYLRXV�GD\ V�VHWWOHPHQW�SULFH�SHUPLWWHG�IRU� 
D�FRQWUDFW�LQ�RQH�WUDGLQJ�VHVVLRQ�E\�WKH�UHJXODWLRQV�RI�D�IXWXUHV�H[FKDQJH�� 
� 
Prime Rate:�WKH�LQWHUHVW�UDWH�DW�ZKLFK�SUHIHUUHG�FXVWRPHUV�FDQ�ERUURZ�IURP�FRPPHUFLDO�EDQNV�� 
� 
Primary Dealer:�GHDOHU�LQ�7UHDVXU\�VHFXULWLHV�ZKLFK�UHSRUWV�LWV�DFWLYLWLHV�DQG�UHVRXUFH�FRPPLWPHQWV�WR�WKH� 
)HGHUDO�5HVHUYH�%DQN�RI�1HZ�<RUN�DQG�ZLWK�ZKRP�WKH�)HGHUDO�5HVHUYH�FRQGXFWV�RSHQ�PDUNHW�RSHUDWLRQV� 
WR�H[SDQG�RU�FRQWUDFW�WKH�PRQH\�VXSSO\��7R�PDLQWDLQ�WKHLU�VWDWXV�ZLWK�WKH�)HGHUDO�5HVHUYH��SULPDU\�GHDOHUV� 
PXVW�PDLQWDLQ�DQ�DFWLYH�PDUNHW�PDNLQJ�UROH�LQ�7UHDVXU\�VHFXULWLHV�� 
� 
Primary Market:�RIIHULQJV�LQ�D�VHFXULW\�DW�LWV�LVVXDQFH��6HH�DOVR�³6HFRQGDU\�0DUNHW´�� 
� 
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Principal:��DV�FRQWUDVWHG�ZLWK�$JHQW��D�SDUW\�ZKR�EX\V�DQG�VHOOV�IRU�KLV�RU�KHU�RZQ�DFFRXQW�LQ�DQ�DUPV� 
OHQJWK�WUDQVDFWLRQ�ZLWK�DQRWKHU��DQG�ZKR�LV�QRW�UHTXLUHG�WR�GLVFORVH�WKH�SULFH�EDVLV�RI�D�WUDQVDFWLRQ�� 
� 
Principal Balance:�WKH�DFWXDO�EDODQFH�RI�DQ�REOLJDWLRQ�H[FOXVLYH�RI�DFFUXHG�RU�XQSDLG�LQWHUHVW�� 
� 
Principal Transaction:�D�VHFXULWLHV�WUDQVIHU�ZKHUHLQ�RQH�RU�ERWK�RI�WKH�SDUWLHV�DFWV�DV�SULQFLSDO�GHDOLQJ�IRU� 
KLV�KHU�RZQ�DFFRXQW�� 
� 
Private Placement:�D�VHFXULW\�LVVXH�RIIHUHG�RQO\�WR�D�OLPLWHG�QXPEHU�RI�VRSKLVWLFDWHG�LQYHVWRUV��DV�RSSRVHG� 
WR�EHLQJ�SXEOLFO\�RIIHUHG��6XEMHFW�WR�FHUWDLQ�VHFXULWLHV�ODZV��D�3URVSHFWXV�IRU�D�3ULYDWH�3ODFHPHQW�GRHV�QRW� 
KDYH�WR�EH�UHJLVWHUHG�ZLWK�WKH�6(&�� 
� 
Production:�WKH�DJJUHJDWH�RI�PRUWJDJHV�DVVHPEOHG�E\�D�PRUWJDJH�FRPSDQ\��H�J���LI�D�PRUWJDJH�FRPSDQ\� 
JHQHUDWHV����PLOOLRQ�SHU�GD\�RI�QHZ�PRUWJDJHV��LW�LV�VDLG�WR�EH�D����PLOOLRQ�D�ZHHN�SURGXFHU�� 
� 
Prospectus:�D�GHWDLOHG�VWDWHPHQW�SUHSDUHG�E\�DQ�LVVXHU�DQG�ILOHG�ZLWK�WKH�6(&�SULRU�WR�WKH�VDOH�RI�D�QHZ� 
LVVXH��7KH�SURVSHFWXV�JLYHV�GHWDLOHG�LQIRUPDWLRQ�RQ�WKH�LVVXH�DQG�RQ�WKH�LVVXHU¶V�FRQGLWLRQ�DQG�SURVSHFWV�� 
� 
Proxy:�ZKHQ�RQH�SHUVRQ�DFWV�RQ�EHKDOI�RI�DQRWKHU��WKH�ILUVW�SHUVRQ�LV�DFWLQJ�DV�SUR[\�IRU�WKH�VHFRQG�� 
6LPLODUO\��RQH�LQVWUXPHQW�FDQ�EH�YLHZHG�DV�D�SUR[\�IRU�DQRWKHU�ZKHQ�WKH�SULPDU\�LQVWUXPHQW�LV�XQDYDLODEOH� 
RU�WRR�FRVWO\��:DUHKRXVH�UHFHLSWV�RU�GHSRVLWRU\�UHFHLSWV�PD\�EH�XVHG�DV�SUR[LHV�IRU�FRPPRGLWLHV�RU� 
VHFXULWLHV�� 
� 
PSA:�D�SUHSD\PHQW�VSHHG�EHQFKPDUN�XVHG�IRU�H[SUHVVLQJ�HVWLPDWHG�SUHSD\PHQW�UDWHV�IRU�&02V��7KH�36$� 
EHQFKPDUN�DVVXPHV�VORZ��EXW�ULVLQJ��SUHSD\PHQWV�GXULQJ�WKH�ILUVW�WKLUW\�PRQWKV��WKHQ�OHYHO�SUHSD\PHQWV�LQ� 
VXEVHTXHQW�PRQWKV��7KLUW\�PRQWKV�DIWHU�LVVXDQFH��D�VSHHG�RI������36$�LV�HTXDO�WR�D����&35��7KH�QDPH� 
GHULYHV�IURP�WKH�3XEOLF�6HFXULWLHV�$VVRFLDWLRQ��QRZ�7KH�%RQG�0DUNHW�$VVRFLDWLRQ���ZKLFK�ZDV�DQ� 
DVVRFLDWLRQ�RI�GHDOHUV�LQ�JRYHUQPHQW�VHFXULWLHV�WKDW�VHUYHG�DV�WKH�WUDGH�DVVRFLDWLRQ�IRU�EURNHUV�DQG�GHDOHUV�LQ� 
H[HPSW�VHFXULWLHV�� 
� 
Purchased Interest Receivable:�LQWHUHVW�GXH�WR�WKH�SUHYLRXV�RZQHU�RI�DQ�LQYHVWPHQW�WKDW�LV�SDLG�WR�WKH�QHZ� 
RZQHU��7KLV�DFFUXHG�LQWHUHVW�LV�SDUW�RI�WKH�WUDQVDFWLRQ¶V�FRVW��EXW�LV�QRW�UHIOHFWHG�LQ�WKH�LQYHVWPHQW¶V�TXRWHG� 
SULFH��7KH�UHFHLYDEOH�LV�HOLPLQDWHG�ZKHQ�WKH�ILUVW�FRXSRQ�SD\PHQW�LV�UHFHLYHG�� 
� 
Put:����DQ�RSWLRQ�FRQWUDFW�JUDQWLQJ�WKH�EX\HU�WKH�ULJKW��EXW�QRW�WKH�REOLJDWLRQ��WR�VHOO��SXW��D�VSHFLILHG� 
TXDQWLW\�RI�D�VHFXULW\�DW�D�VSHFLILHG�SULFH��WKH�H[HUFLVH�RU�VWULNH�SULFH��DQG�WLPH��WKH�H[HUFLVH�VW\OH���6XFK�DQ� 
RSWLRQ�LV�ERXJKW�ZLWK�WKH�H[SHFWDWLRQ�RI�D�SULFH�GHFOLQH�EHORZ�WKH�FRQWUDFW�SULFH��,I�WKH�SULFH�GHFOLQH�RFFXUV�� 
WKH�SXUFKDVHU�ZLOO�H[HUFLVH�WKH�RSWLRQ��,I�WKH�GHFOLQH�GRHV�QRW�RFFXU��WKH�SXUFKDVHU�ZLOO�OHW�WKH�RSWLRQ�H[SLUH� 
DQG�ZLOO�ORVH�WKH�SXUFKDVH�SULFH�RI�WKH�RSWLRQ��WKDW�LV��RSWLRQ�SUHPLXP�����DQ�HPEHGGHG�SXW�LQ�D�VHFXULW\� 
JUDQWV�WKH�KROGHU�WKH�ULJKW�WR�UHWLUH�RU�³SXW�EDFN�WR�WKH�LVVXHU´�DOO�RU�SDUW�RI�WKH�VHFXULW\�DW�D�VSHFLILF�SULFH� 
�WKH�SXW�SULFH��DQG�DW�D�VSHFLILF�WLPH�SULRU�WR�LWV�FRQWUDFWXDO�PDWXULW\�GDWH��7KH�DELOLW\�WR�SXW�WKH�VHFXULW\�LV� 
DQ�³RSWLRQ´�WKDW�EHORQJV�WR�WKH�KROGHU�RI�WKH�ERQG��6HH�³2SWLRQ´��FRPSDUH�ZLWK�³&DOO´�� 
� 
Pyramiding:�VXFFHVVLYH�ERUURZLQJ�RQ�VHFXULWLHV�WR�ILQDQFH�WKH�SXUFKDVH�RI�DGGLWLRQDO�VHFXULWLHV�� 
� 
Quality:�D�UHIHUHQFH�WR�WKH�FUHGLW�TXDOLW\�RI�D�VHFXULW\��$�VHFXULW\�LV�VDLG�WR�EH�RI�KLJK�TXDOLW\�LI�WKH�UHWXUQ� 
RQ�SULQFLSDO�DQG�WKH�SD\PHQW�RI�LQWHUHVW�DUH�ZHOO�VHFXUHG�RU�JXDUDQWHHG�� 
� 
Quotation:�WKH�ELG�WR�EX\�DQG�WKH�RIIHU�WR�VHOO�D�VHFXULW\�LQ�D�JLYHQ�PDUNHW�DW�D�JLYHQ�WLPH��2IWHQ�VKRUWHQHG� 
WR��TXRWH���6HH�DOVR�³%LG´�DQG�³$VNHG´�� 
� 
Range/Accrual Note:�D�QRWH�ZLWK�D�FRXSRQ�GHWHUPLQHG�E\�ZKHWKHU�WKH�XQGHUO\LQJ�SULFH�RU�UDWH�IDOOV�ZLWKLQ� 
D�VSHFLILHG�UDQJH��H�J���IRU�D�W\SLFDO�/,%25�EDVHG�UDQJH�QRWH��QR�LQWHUHVW�LV�SDLG�LI�WKH�/,%25�UDWH�LV� 
RXWVLGH�RI�WKH�VSHFLILHG�UDQJH� 
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� 
Rate of Interest:�WKH�FRXSRQ�UDWH�RI�D�VHFXULW\��WKH�DQQXDO�LQWHUHVW�UDWH�RI�D�SRRO��8VXDOO\�QRW�HTXDO�WR�WKH� 
\LHOG��6HH�³%RQG�(TXLYDOHQW�<LHOG´�� 
� 
Real Estate Syndicate:�D�JURXS�RI�LQYHVWRUV�ZKR�SRRO�IXQGV�IRU�LQYHVWPHQW�LQ�UHDO�SURSHUW\�� 
� 
Refunding:�WKH�SURFHVV�RI�LVVXDQFH�RI�D�QHZ�VHFXULW\�WR�UHSODFH�D�VHFXULW\�WKDW�ZDV�UHGHHPHG�EHIRUH� 
PDWXULW\��8VXDOO\�XVHG�LQ�UHIHUHQFH�WR�D�PXQLFLSDO�VHFXULW\�WKDW�ZDV�FDOOHG�� 
� 
Registered:����D�VHFXULW\�WKDW�LV�LVVXHG�LQ�WKH�QDPH�RI�WKH�RZQHU�RU�WKH�RZQHU
 V�QRPLQHH�����RSSRVLWH�RI� 
H[HPSW��$�UHJLVWHUHG�VHFXULW\�PD\�QRW�EH�LVVXHG�ZLWKRXW�WKH�ILOLQJ�RI�D�UHJLVWUDWLRQ�VWDWHPHQW�ZLWK�WKH�6(&�� 
� 
Regular-way Settlement:����GHOLYHU\�RI�D�VHFXULW\�E\�D�VHOOHU�WR�D�EX\HU�ZLWKLQ�WKH�QXPEHU�RI�GD\V� 
�EHWZHHQ�WKH�WUDGH�GDWH�DQG�WKH�GHOLYHU\�GDWH��WKDW�WKH�VHFXULWLHV�LQGXVWU\�KDV�HVWDEOLVKHG�IRU�D�SDUWLFXODU� 
W\SH�RI�VHFXULW\�IRU�QRUPDO�VHWWOHPHQW��H�J���UHJXODU�ZD\�VHWWOHPHQW�LV�WKUHH�EXVLQHVV�GD\V�DIWHU�WKH�WUDGH�GDWH� 
IRU�DJHQF\�VHFXULWLHV�DQG�RQFH�D�PRQWK�RQ�WKH�HDUOLHVW�VFKHGXOHG�GDWH�IRU�PRUWJDJH�EDFNHG�VHFXULWLHV� 
���GHOLYHU\�RI�D�VHFXULW\�IRU�VSRW�GHOLYHU\��DV�RSSRVHG�WR�IRUZDUG�GHOLYHU\��H�J���D�86�JRYHUQPHQW�VHFXULW\� 
PD\�VHWWOH�IRU�VSRW�GHOLYHU\�RQ�WKH�VDPH��FDVK���WKH�QH[W��UHJXODU���RU�WKH�VHFRQG��VNLS��GD\�DIWHU�WKH�WUDGH� 
GDWH�� 
� 
Regulation T:�WKH�QDPH�IRU�WKH�)HGHUDO�5HVHUYH�%RDUG V�UHJXODWLRQ�JRYHUQLQJ�WKH�DPRXQW�RI�FUHGLW�WKDW� 
EURNHUV�DQG�GHDOHUV�PD\�H[WHQG�WR�FXVWRPHUV�ZKR�EX\�VHFXULWLHV�� 
� 
Regulation U:�WKH�QDPH�IRU�WKH�)HGHUDO�5HVHUYH�%RDUG V�UHJXODWLRQ�JRYHUQLQJ�WKH�DPRXQW�RI�FUHGLW�WKDW� 
EDQNV�PD\�H[WHQG�WR�FXVWRPHUV�ZKR�ERUURZ�PRQH\�WR�EX\�VHFXULWLHV�RQ�PDUJLQ�� 
� 
REMIC (Real Estate Mortgage Investment Conduit):�D�&02�LVVXHG�DIWHU�-DQXDU\����������WKURXJK�D� 
ILQDQFLQJ�YHKLFOH�FUHDWHG�E\�WKH�7D[�5HIRUP�$FW�RI�������$�SDVV�WKURXJK�HQWLW\�WKDW�FDQ�KROG�PRUWJDJHV� 
VHFXUHG�E\�DQ\�W\SH�RI�UHDO�SURSHUW\�DQG�LVVXH�PXOWLSOH�FODVVHV�RI�RZQHUVKLS�LQWHUHVWV�WR�LQYHVWRUV�LQ�WKH� 
IRUP�RI�SDVV�WKURXJK�FHUWLILFDWHV��ERQGV�RU�RWKHU�OHJDO�IRUPV��6HH�³&02´�� 
� 
Remote:����LVRODWHG��DV�LQ�EDQNUXSWF\�UHPRWH�����QRQ�UHFXUULQJ��3HU�)$6%��³LVRODWHG��QRQUHFXUULQJ��DQG� 
XQXVXDO´�HQFRPSDVVHV�WKH�³H[WUHPHO\�UHPRWH�µGLVDVWHU�VFHQDULRV¶��VXFK�DV�D�UXQ�RQ�WKH�FUHGLW�XQLRQ��´�7KLV� 
W\SH�RI�HYHQW�ZRXOG�QRW�EH�DQWLFLSDWHG�E\�D�FUHGLW�XQLRQ�LQ�GHFLGLQJ�ZKHWKHU�LW�KDV�WKH�SRVLWLYH�LQWHQW�DQG� 
DELOLW\�WR�KROG�D�GHEW�VHFXULW\�WR�PDWXULW\��2WKHU�HYHQWV��QR�PDWWHU�KRZ�LQIUHTXHQW�RU�UHPRWH��WKDW�DUH�UHODWHG� 
WR�RQ�JRLQJ�EXVLQHVV�DFWLYLWLHV��VXFK�DV�WKH�FRQVWUXFWLRQ�RI�D�EXLOGLQJ�RU�WKH�SD\PHQW�RI�FODLPV�E\�DQ� 
LQVXUDQFH�FRPSDQ\��DUH�QRW�FRQVLGHUHG�³LVRODWHG��QRQUHFXUULQJ��DQG�XQXVXDO´�XQGHU�6)$6������ 
� 
Repurchase Agreement (Repo):�D�VHFXULW\�VROG�VXEMHFW�WR�DQ�DJUHHPHQW�WR�UHSXUFKDVH�DW�D�VSHFLILHG�SULFH� 
RQ�DQ�DJUHHG�IRUZDUG�GDWH��)URP�WKH�EURNHU¶V�VWDQGSRLQW��WKLV�WUDQVDFWLRQ�RFFXUV�ZKHQ�D�VHFXULW\�LV�VROG�WR�D� 
FRXQWHUSDUW\��H�J���FUHGLW�XQLRQ��ZLWK�WKH�REOLJDWLRQ�WKDW�WKH�EURNHU�ZLOO�UHSXUFKDVH�WKH�VHFXULW\�DW�D�ODWHU� 
GDWH���,QGXVWU\�WHUPLQRORJ\�XVHV�WKH�EURNHU¶V�VWDQGSRLQW��� 
� 
Residual:�WKH�GLIIHUHQFH�EHWZHHQ�WKH�FDVK�IORZV�RULJLQDWLQJ�IURP�WKH�FROODWHUDO�RI�D�PRUWJDJH�SRRO�DQG�WKH� 
IXQGV�QHHGHG�WR�IXQG�WKH�VHFXULWLHV�VXSSRUWHG�E\�WKH�FROODWHUDO��$PRQJ�WKH�&02V�LVVXHG�E\�D�5(0,&��WKH� 
UHVLGXDO�KDV�VSHFLDO�WD[�FRQVHTXHQFHV�� 
� 
Revenue Bond:�6HH�³0XQLFLSDO�6HFXULW\´�� 
� 
Reverse Repurchase Agreement (Reverse Repo):�D�VHFXULW\�SXUFKDVHG�VXEMHFW�WR�DQ�DJUHHPHQW�WR�UHVDOH� 
DW�D�VSHFLILHG�SULFH�RQ�DQ�DJUHHG�IRUZDUG�GDWH��)URP�WKH�EURNHU¶V�VWDQGSRLQW��WKLV�WUDQVDFWLRQ�RFFXUV�ZKHQ�D� 
VHFXULW\�LV�SXUFKDVHG�IURP�D�FRXQWHUSDUW\��H�J���FUHGLW�XQLRQ��ZLWK�WKH�REOLJDWLRQ�WKDW�WKH�FRXQWHUSDUW\�ZLOO� 
UHSXUFKDVH�WKH�VHFXULW\�DW�D�ODWHU�GDWH���,QGXVWU\�WHUPLQRORJ\�XVHV�WKH�EURNHU¶V�VWDQGSRLQW��� 
� 
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Rich:�:DOO�6WUHHW�YHUQDFXODU�IRU�D�KLJK�YDOXH�RI�RQH�VHFXULW\�UHODWLYH�WR�DQRWKHU�LQ�WHUPV�RI�LWV�KLVWRULFDO� 
SULFH�UHODWLRQVKLS��,I�D�VHFXULW\�LV�VDLG�WR�EH�ULFK��LW�LV�EHOLHYHG�WR�EH�RYHUSULFHG�UHODWLYH�WR�DQRWKHU�VHFXULW\�� 
6HH�DOVR�³&KHDS´�� 
� 
Roll Over:�XVLQJ�IXQGV�UHFHLYHG�IURP�D�PDWXULQJ�VHFXULW\�WR�UHLQYHVW�LQ�D�VLPLODU�QHZ�VHFXULW\�� 
� 
Round-Lot:�WKH�XVXDO�PLQLPXP�XQLW�RI�WUDGLQJ��QRUPDOO\������������RU�PRUH�LQ�*RYHUQPHQWV��� 
� 
Safekeeping:�D�WHUP�WKDW�UHIHUV�WR�WKH�VWRUDJH�DQG�SURWHFWLRQ�RI�VHFXULWLHV�SURYLGHG�DV�D�VHUYLFH�E\�D�EDQN�RU� 
LQVWLWXWLRQ�DFWLQJ�DV�DJHQW�IRU�WKH�FXVWRPHU��6LQFH�RZQHUVKLS�LQWHUHVWV�LQ�PRVW�VHFXULWLHV�QRZ�DUH�KHOG�DV� 
VHFXULWLHV�HQWLWOHPHQWV�LQ�ERRN�HQWU\�IRUP��WKH�EURDGHU�WHUP�LV�FXVWRGLDQ�� 
� 
Safety:�DQ�DWWULEXWH�RI�DQ�LQYHVWPHQW��6DIHW\�LV�RIWHQ�DVVRFLDWHG�ZLWK�VHFXULWLHV�WKDW�KDYH�D�VKRUW�PDWXULW\� 
DQG�D�ORZ�FUHGLW�ULVN�DULVLQJ�IURP�LQVXUDQFH�RU�JRYHUQPHQW�JXDUDQWHH�� 
� 
Seasoning:�WKH�DJLQJ�RI�D�PRUWJDJH��7KH�DPRXQW�RI�WLPH�WKDW�KDV�HODSVHG�VLQFH�RULJLQDWLRQ�� 
� 
Secondary Market:�WKH�UHVDOH�PDUNHW�IRU�VHFXULWLHV��6HH�DOVR�³3ULPDU\�0DUNHW´�� 
� 
Section 107(8) Institution:�DQ�LQVWLWXWLRQ�LQ�ZKLFK�D�FUHGLW�XQLRQ�PD\�PDNH�D�GHSRVLW�DV�DXWKRUL]HG�XQGHU� 
6HFWLRQ��������RI�WKH�)HGHUDO�&UHGLW�8QLRQ�$FW�����8�6�&�����������H�J���DQ�LQVWLWXWLRQ�WKDW�LV�LQVXUHG�E\�WKH� 
)',&�RU�D�VWDWH�EDQN��WUXVW�FRPSDQ\��RU�PXWXDO�VDYLQJV�EDQN�RSHUDWLQJ�LQ�DFFRUGDQFH�ZLWK�WKH�ODZV�RI�D� 
VWDWH�LQ�ZKLFK�WKH�FUHGLW�XQLRQ�PDLQWDLQV�D�IDFLOLW\�� 
� 
Securities and Exchange Commission (SEC):�DQ�DJHQF\�HVWDEOLVKHG�E\�&RQJUHVV�WR�UHJXODWH�WKH�FRUSRUDWH� 
VHFXULWLHV�PDUNHW��%URNHUV�DQG�GHDOHUV�LQ�VHFXULWLHV�DUH�UHTXLUHG�WR�UHJLVWHU�ZLWK�WKH�6(&�� 
� 
Securities Industry Association (SIA):�D�WUDGH�DVVRFLDWLRQ�RI�VHFXULWLHV�GHDOHUV�� 
� 
Securities Investor Protection Corporation (SIPC):�D�IHGHUDOO\�FKDUWHUHG�FRUSRUDWLRQ�WKDW�SURYLGHV� 
LQVXUDQFH�IRU�FXVWRPHU�DFFRXQWV�FDUULHG�E\�86�EURNHU�GHDOHUV��7KH�LQVXUDQFH�SURWHFWV�DJDLQVW�VDIHNHHSLQJ� 
ORVVHV�IURP�IDLOXUH�RI�WKH�EURNHU�GHDOHU�XS�WR����������� 
� 
Securities Lending:�OHQGLQJ�D�VHFXULW\�WR�D�FRXQWHUSDUW\��GLUHFWO\�RU�WKURXJK�DQ�DJHQW��DQG�UHFHLYLQJ�DV� 
FROODWHUDO�DQ�DPRXQW�RI�PRQH\�RU�VHFXULWLHV�LQ�UHWXUQ��7KH�YDOXH�RI�WKH�FROODWHUDO�XVXDOO\�LV�JUHDWHU�WKDQ�WKH� 
YDOXH�RI�WKH�ORDQHG�VHFXULW\��$�IHH�LV�HDUQHG�E\�WKH�OHQGHU��6LPLODU�WR�³5HYHUVH�5HSXUFKDVH�$JUHHPHQW´�� 
� 
Security:�D�FRPPRQ�RU�SUHIHUUHG�VWRFN��D�ERQG��D�86�*RYHUQPHQW�RU�DJHQF\�LVVXH��RU�D�VWDWH�RU�PXQLFLSDO� 
REOLJDWLRQ��6HH�DOVR�³1HJRWLDEOH�6HFXULW\´�� 
� 
Self-Regulatory Organization (SRO):�DQ\�RUJDQL]DWLRQ�ZKLFK�GHYHORSV�UHJXODWLRQV�IRU�LWV�PHPEHUV�DQG� 
HQIRUFHV�WKH�UHJXODWLRQV��7\SLFDOO\��HQIRUFHPHQW�LV�REWDLQHG�E\�H[SXOVLRQ�RI�PHPEHUV�ZKR�GR�QRW�IROORZ� 
WKH�UHJXODWLRQV�� 
� 
Seller-Servicer:�DQ�DSSURYHG�FRUSRUDWLRQ�WKDW�VHOOV�PRUWJDJHV�WR��DQG�VHUYLFHV�PRUWJDJHV�IRU��)10$�� 
*10$��DQG�RU�)+/0&�� 
� 
Seller's Option:�WKH�ULJKW�RI�D�VHOOHU�WR�VHOHFW��ZLWKLQ�WKH�OLPLWV�SUHVFULEHG�E\�D�FRQWUDFW��WKH�TXDOLW\�RI�WKH� 
FRPPRGLW\�GHOLYHUHG�DQG�WKH�WLPH�DQG�WKH�SODFH�RI�GHOLYHU\�� 
� 
Selling Hedge:�VHOOLQJ�IXWXUHV�FRQWUDFWV�WR�SURWHFW�DJDLQVW�SRVVLEOH�GHFUHDVHG�SULFHV�RI�FRPPRGLWLHV�� 
8VXDOO\�FDOOHG�VKRUW�KHGJH��6HH�³+HGJH´�� 
� 
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Sell Out:�DFWLRQ�WDNHQ�E\�D�EURNHU�RU�D�GHDOHU�WR�OLTXLGDWH�DQ�DFFRXQW�RU�D�WUDQVDFWLRQ�IRU�IDLOXUH�WR�PDLQWDLQ� 
SURSHU�PDUJLQ�RU�WR�PDNH�WLPHO\�SD\PHQW�� 
� 
Serial Bonds:�D�PXOWLSOH�ERQG�LVVXH�LQ�ZKLFK�WKH�PDWXULWLHV�DUH�VWDJJHUHG�RYHU�D�QXPEHU�RI�\HDUV�� 
� 
Servicing:�WKH�GXWLHV�RI�WKH�PRUWJDJH�EDQNHU�DV�D�ORDQ�FRUUHVSRQGHQW��SHU�VSHFLILFDWLRQV�LQ�WKH�VHUYLFLQJ� 
DJUHHPHQW�IRU�ZKLFK�D�IHH�LV�UHFHLYHG��7KH�FROOHFWLRQ�IRU�DQ�LQYHVWRU�RI�SD\PHQWV��LQWHUHVW��SULQFLSDO��DQG� 
WUXVW�LWHPV��H�J���KD]DUG�LQVXUDQFH�DQG�WD[HV���RQ�D�QRWH�E\�WKH�ERUURZHU�LQ�DFFRUGDQFH�ZLWK�WKH�WHUPV�RI�WKH� 
QRWH��6HUYLFLQJ�DOVR�FRQVLVWV�RI�RSHUDWLRQDO�SURFHGXUHV�FRYHULQJ�DFFRXQWLQJ��ERRNNHHSLQJ��LQVXUDQFH��WD[� 
UHFRUGV��ORDQ�SD\PHQW�IROORZ�XS��GHOLQTXHQW�ORDQ�IROORZ�XS��DQG�ORDQ�DQDO\VLV�� 
� 
Servicing Agreement:�D�ZULWWHQ�DJUHHPHQW�EHWZHHQ�DQ�LQYHVWRU�DQG�D�PRUWJDJH�ORDQ�FRUUHVSRQGHQW� 
VWLSXODWLQJ�WKH�ULJKWV�DQG�REOLJDWLRQV�RI�HDFK�SDUW\�� 
� 
Settlement:�DQ�DFW�WKDW�GLVFKDUJHV�REOLJDWLRQV�LQ�UHVSHFW�RI�IXQGV�RU�VHFXULWLHV�WUDQVIHUV�EHWZHHQ�WZR�RU� 
PRUH�SDUWLHV��H�J���VHWWOHPHQW�RI�D�VHFXULW\�WUDQVDFWLRQ�W\SLFDOO\�LV�E\�GHOLYHU\�RI�VHFXULWLHV�LQ�SURSHU�IRUP�WR� 
WKH�EX\HU�DQG�GHOLYHU\�RI�IXQGV�LQ�SURSHU�IRUP�WR�WKH�VHOOHU�RQ�WKH�VHWWOHPHQW�GDWH�� 
� 
Settlement Date:�WKH�GDWH�DJUHHG�XSRQ�E\�SDUWLHV�WR�D�VHFXULW\�WUDQVDFWLRQ�IRU�WKH�SD\PHQW�RI�IXQGV�DQG�WKH� 
WUDQVIHU�RI�WKH�VHFXULW\��7UDGHV�WKDW�DUH�QRW�VHWWOHG�RQ�WKH�VHWWOHPHQW�GDWH�DUH�VDLG�WR�IDLO�� 
� 
Settlement Price:�WKH�SULFH�DW�ZKLFK�D�VHFXULW\�RU�D�FRPPRGLW\�LV�WR�EH�VHWWOHG��8VHG�SULPDULO\�LQ� 
FRQQHFWLRQ�ZLWK�FOHDULQJ�KRXVH�RSHUDWLRQV��,Q�FRPPRGLW\�WUDGLQJ��WKH�VHWWOHPHQW�SULFH�LV�EDVHG�RQ�WKH� 
FORVLQJ�SULFH�RU�WKH�UDQJH�RI�FORVLQJ�SULFHV�� 
� 
Short Covering:�WKH�SXUFKDVH�RI�VHFXULWLHV�VR�WKDW�VHFXULWLHV�SUHYLRXVO\�VROG�WR�PDNH�GHOLYHU\�RQ�D�VKRUW� 
VDOH�PD\�EH�UHWXUQHG��7R�FORVH�D�VKRUW�SRVLWLRQ�� 
� 
Short Hedge:�VHH�³6HOOLQJ�+HGJH´�� 
� 
Short Option:�DQ�RSWLRQ�WKDW�KDV�EHHQ�VROG�� 
� 
Short Sale:�WKH�VDOH�RI�D�VHFXULW\�QRW�RZQHG�E\�WKH�VHOOHU��7KH�VHOOHU�DQWLFLSDWHV�EHLQJ�DEOH�WR�SXUFKDVH�WKH� 
VHFXULW\�DW�D�ODWHU�WLPH�DW�D�ORZHU�SULFH��7R�PDNH�GHOLYHU\�RQ�WKH�VKRUW�VDOH��WKH�VHOOHU�ZLOO�REWDLQ�WKH�VHFXULW\� 
WKURXJK�ERUURZLQJ��VHFXULWLHV�OHQGLQJ��RU�D�UHYHUVH�UHSXUFKDVH�DJUHHPHQW�� 
� 
Short the Basis:�WKH�SXUFKDVH�RI�IXWXUHV�DV�D�KHGJH�DJDLQVW�D�FRPPLWPHQW�WR�VHOO�LQ�WKH�FDVK�PDUNHW�� 
� 
Short (vs. Long) Bond:�:DOO�6WUHHW�UHIHUV�WR�WKH�VKRUW�ERQG�DV�D�86�7UHDVXU\�VHFXULW\�ZLWK�D�PDWXULW\�RI� 
WZR�\HDUV��6HH�³/RQJ�%RQG´�� 
� 
Short-Term Investment Fund (STIF):�D�FROOHFWLYH�LQYHVWPHQW�IXQG�PDLQWDLQHG�E\�D�QDWLRQDO�EDQN�XQGHU� 
���&)5�3DUW����WKDW�LV�UHVWULFWHG�WR�D�GROODU�ZHLJKWHG�DYHUDJH�SRUWIROLR�PDWXULW\�RI����GD\V�RU�OHVV�VLPLODU�WR� 
D�0RQH\�0DUNHW�0XWXDO�)XQG�� 
� 
Small Business Administration Secondary Participation:�D�VHFXULW\�WKDW�UHSUHVHQWV�WKH�JXDUDQWHHG� 
SRUWLRQ�RI�D�6%$�ORDQ�WKDW�LV�VROG�E\�D�OHQGLQJ�LQVWLWXWLRQ�WR�D�VHFRQGDU\�SDUWLFLSDQW��$OVR�FDOOHG�D� 
³*XDUDQWHHG�/RDQ�3DUWLFLSDWLRQ�&HUWLILFDWH��*/3&�´�� 
� 
Small Business Related Security:�D�VHFXULW\�DV�GHILQHG�LQ����D������RI�WKH�6HFXULWLHV�DQG�([FKDQJH�$FW�RI� 
������L�H���D�VHFXULW\��UDWHG�LQ�RQH�RI�WKH�IRXU�KLJKHVW�UDWLQJ�FDWHJRULHV�E\�D�QDWLRQDOO\�UHFRJQL]HG�VWDWLVWLFDO� 
UDWLQJ�RUJDQL]DWLRQ��WKDW�UHSUHVHQWV�RZQHUVKLS�RI�RQH�RU�PRUH�SURPLVVRU\�QRWHV�RU�OHDVHV�RI�SHUVRQDO� 
SURSHUW\�ZKLFK�HYLGHQFH�WKH�REOLJDWLRQ�RI�D�VPDOO�EXVLQHVV�FRQFHUQ��,W�GRHV�QRW�PHDQ�D�VHFXULW\�LVVXHG�RU� 
JXDUDQWHHG�E\�WKH�6PDOO�%XVLQHVV�$GPLQLVWUDWLRQ�� 
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� 
Slow-Pay Bonds:�ERQGV�LQ�D�ORZ�SULRULW\�FODVV�FRPSDUHG�ZLWK�ERQGV�LQ�RWKHU�FODVVHV�ZLWK�UHVSHFW�WR�WKH� 
RUGHU�RI�UHGHPSWLRQ��ZKLFK�PD\�UHVXOW�LQ�VORZ�UHGHPSWLRQ�ZKHQ�FRPSDUHG�WR�RWKHU�FODVVHV�� 
� 
Speculate:�WR�EX\�RU�VHOO�VHFXULWLHV��FRPPRGLWLHV��IXWXUHV��RU�IRUZDUG�FRQWUDFWV�ZLWKRXW�D�QDWXUDO�KHGJH�RU�D� 
ERQD�ILGH�KHGJH��H�J���D�QDWXUDO�KHGJH�ZRXOG�EH�WR�EX\�D�VHFXULW\�IXQGHG�E\�D�GHSRVLW�OLDELOLW\�RI�VLPLODU� 
GXUDWLRQ��7R�WUDGH��H�J���*10$V��ZLWK�WKH�KRSH�RI�TXLFN�SURILW�E\�PDUNHW�PRYHPHQW�DV�RSSRVHG�WR� 
LQYHVWPHQW�LQFRPH��6HH�³6SHFXODWRU´�� 
� 
Speculator:�RQH�ZKR�WUDGHV�ZLWK�WKH�REMHFWLYH�RI�DFKLHYLQJ�SURILW�WKURXJK�WKH�VXFFHVVIXO�DQWLFLSDWLRQ�RI� 
SULFH�PRYHPHQWV��,Q�FRPPRGLW\�IXWXUHV��D�VSHFXODWRU�LV�DQ\�SHUVRQ�ZLWK�D�SRVLWLRQ�WKDW�LV�QRW�D�ERQD�ILGH� 
KHGJH�DV�GHILQHG�E\�WKH�&RPPRGLW\�)XWXUHV�7UDGLQJ�&RPPLVVLRQ�� 
� 
Spot:�UHIHUV�WR�WKH�FKDUDFWHULVWLF�RI�EHLQJ�DYDLODEOH�IRU�LPPHGLDWH�RU�QHDUO\�LPPHGLDWH�GHOLYHU\��&DVK� 
PDUNHW�WUDQVDFWLRQV�XVXDOO\�DUH�JURXSHG�LQWR�WZR�NLQGV���VSRW�DQG�IRUZDUG�FRQWUDFWV��$Q�RXWJURZWK�RI�WKH� 
SKUDVH��RQ�WKH�VSRW��� 
� 
Spot Commodity: VHH�³$FWXDOV´�� 
� 
Spot Month:�LQ�IXWXUHV�WUDGLQJ��WKH�QHDUE\�FRQWUDFW�PRQWK��LQ�ZKLFK�FDVH�GHOLYHU\�XVXDOO\�LV�SRVVLEOH�DW�DQ\� 
WLPH��+RZHYHU��VXFK�WUDGLQJ�LV�LQ�D�IXWXUHV�FRQWUDFW�� 
� 
Spot Price:�WKH�SULFH�DW�ZKLFK�D�ILQDQFLDO�LQVWUXPHQW�RU�SK\VLFDO�FRPPRGLW\�LV�VHOOLQJ�DW�D�JLYHQ�WLPH�DQG� 
SODFH��6DPH�DV�FDVK�SULFH�� 
� 
Spread:�WKH�GLIIHUHQFH�EHWZHHQ�\LHOGV�RQ�VHFXULWLHV�RI�GLIIHUHQW�TXDOLW\�RU�GLIIHUHQW�PDWXULW\��7KH�GLIIHUHQFH� 
EHWZHHQ�ELG�DQG�DVN�SULFH�LV�DOVR�FDOOHG�WKH�VSUHDG�� 
� 
Spreading:�WKH�SXUFKDVH�RI�RQH�IXWXUHV�FRQWUDFW�DQG�WKH�VDOH�RI�DQRWKHU��LQ�WKH�H[SHFWDWLRQ�WKDW�WKH�SULFH� 
UHODWLRQVKLSV�EHWZHHQ�WKH�WZR�ZLOO�FKDQJH�VR�WKDW�D�VXEVHTXHQW�RIIVHWWLQJ�VDOH�DQG�SXUFKDVH�ZLOO�\LHOG�D�QHW� 
SURILW��([DPSOHV�LQFOXGH���D��WKH�SXUFKDVH�RI�RQH�GHOLYHU\�PRQWK�DQG�WKH�VDOH�RI�DQRWKHU�LQ�WKH�VDPH� 
FRPPRGLW\�RQ�WKH�VDPH�H[FKDQJH���E��WKH�SXUFKDVH�DQG�WKH�VDOH�RI�WKH�VDPH�GHOLYHU\�PRQWK�LQ�WKH�VDPH� 
FRPPRGLW\�RQ�GLIIHUHQW�H[FKDQJHV���F��WKH�SXUFKDVH�RI�RQH�FRPPRGLW\�DQG�WKH�VDOH�RI�DQRWKHU��ZKHDW�YV�� 
FRUQ�RU�*10$V�YV��ORQJ�WHUP�86�7UHDVXU\�%RQGV���DQG��G��WKH�SXUFKDVH�RI�RQH�FRPPRGLW\�DQG�WKH�VDOH�RI� 
WKH�SURGXFWV�RI�WKDW�FRPPRGLW\��VR\EHDQ�YV��VR\EHDQ�RLO�DQG�VR\EHDQ�PHDO���:KHQ�WKH�WHUPV�RI�WKH�FRQWUDFW� 
DQG�DOO�RWKHU�UHOHYDQW�IDFWRUV�LQGLFDWH�WKDW�WKH�SULFH�UHODWLRQVKLSV�EHWZHHQ�WKH�FRQWUDFWV�VKRXOG�EH�FRQVWDQW�� 
EXW�SULFH�GLVFUHSDQFLHV�GHYHORS�GXH�WR�WHPSRUDU\�VXSSO\�GHPDQG�LPEDODQFHV��VSUHDGLQJ�RSHUDWLRQV�WR�WDNH� 
DGYDQWDJH�RI�VXFK�GLVFUHSDQFLHV�DUH�VRPHWLPHV�HUURQHRXVO\�FDOOHG�DUELWUDJH��6SUHDGLQJ�JHQHUDOO\�LQYROYHV� 
WKH�PDNLQJ�RI�MXGJPHQWV�DERXW�SULFH�UHODWLRQVKLSV�ZKLFK�DUH�VXEMHFW�WR�JUDGXDO�FKDQJH�GXH�WR�HFRQRPLF� 
IDFWRUV�ZKLFK�YDU\�RYHU�D�SHULRG�RI�WLPH�DQG�LV��WKHUHIRUH��D�IRUP�RI�VSHFXODWLRQ�� 
� 
Standby Commitment:�D�FRPPLWPHQW�WR�HLWKHU�EX\�RU�VHOO�D�VHFXULW\��RQ�RU�EHIRUH�D�IXWXUH�GDWH��DW�D� 
SUHGHWHUPLQHG�SULFH��7KH�VHOOHU�RI�WKH�FRPPLWPHQW�LV�UHTXLUHG�WR�HLWKHU�DFFHSW�GHOLYHU\�RI�D�VHFXULW\��LQ�WKH� 
FDVH�RI�D�FRPPLWPHQW�WR�EX\��RU�PDNH�GHOLYHU\�RI�D�VHFXULW\��LQ�WKH�FDVH�RI�D�FRPPLWPHQW�WR�VHOO���LQ�HLWKHU� 
FDVH��DW�WKH�RSWLRQ�RI�WKH�EX\HU�RI�WKH�FRPPLWPHQW��6HH�³2SWLRQ´�� 
� 
Standby Fee:�WKH�IHH�FKDUJHG�E\�DQ�LQYHVWRU�IRU�D�VWDQGE\�FRPPLWPHQW��7KH�IHH�LV�HDUQHG�XSRQ�LVVXDQFH� 
DQG�DFFHSWDQFH�RI�WKH�FRPPLWPHQW�� 
� 
Stop-Loss:�D�PHWKRG�RI�OLPLWLQJ�WKH�DPRXQW�RI�ORVV�FDXVHG�E\�D�GHFOLQH�LQ�WKH�PDUNHW�YDOXH�RI�DQ� 
LQYHVWPHQW�E\�HVWDEOLVKLQJ�D��ORZ��SRLQW�DW�ZKLFK�DQ�LQYHVWPHQW�ZLOO�EH�VROG�� 
� 
Street Name:�D�UHJLVWHUHG�VHFXULW\�ZKLFK�KDV�EHHQ�HQGRUVHG�LQ�EODQN�RU�HQGRUVHG�LQ�IDYRU�RI�D�UHFRJQL]HG� 
GHDOHU�LV�VDLG�WR�EH�LQ�VWUHHW�QDPH��$�VHFXULW\�PD\�UHPDLQ�LQ�WKH�EURNHU¶V�QDPH�DV�ORQJ�DV�WKH�FUHGLW�XQLRQ�LV� 
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WKH�EHQHILFLDO�RZQHU�RI�WKH�VHFXULW\�� 
� 
Strike Price:�WKH�SULFH�DW�ZKLFK�D�VHFXULW\�XQGHUO\LQJ�D�FDOO��RU�SXW��RSWLRQ�FDQ�EH�SXUFKDVHG��RU�VROG��XSRQ� 
H[HUFLVH�GXULQJ�WKH�SHULRG�VSHFLILHG�LQ�WKH�FRQWUDFW��$OVR�FDOOHG�³([HUFLVH�3ULFH´�� 
� 
Strips or Stripped Treasuries or STRIPS:�VHH�³=HUR�&RXSRQ�7UHDVXU\�%RQGV´�� 
� 
Stripped Mortgage-Backed Security:�D�PRUWJDJH�EDFNHG�VHFXULW\�WKDW�KDV�EHHQ�VHSDUDWHG�LQWR�SULQFLSDO� 
DQG�LQWHUHVW�FRPSRQHQWV��6WULSSHG�PRUWJDJH�EDFNHG�VHFXULWLHV�DUH�QRW�SHUPLVVLEOH�LQYHVWPHQWV�IRU�QDWXUDO� 
SHUVRQ�IHGHUDO�FUHGLW�XQLRQV�� 
� 
Structured Note:�D�VHFXULW\�ZLWK�D�FRXSRQ��DYHUDJH�OLIH��RU�UHGHPSWLRQ�YDOXH�WKDW�LV�OLQNHG�WR�D��FKDQJHV�LQ� 
DQ�XQGHUO\LQJ�LQGH[��E�FKDQJHV�LQ�WKH�SUHSD\PHQW�VSHHG�RI�D�PRUWJDJH�EDFNHG�VHFXULW\�XVHG�DV�D�UHIHUHQFH� 
IRU�WKH�VWUXFWXUHG�QRWH��RU����RWKHU�IDFWRUV��$�JRYHUQPHQW�VSRQVRUHG�HQWHUSULVH�PD\�LVVXH�VWUXFWXUHG�QRWHV�WR� 
UHGXFH�WKH�DJHQF\¶V�FRVW�RI�IXQGV��7KH�ULVN�RI�HPEHGGHG�RSWLRQV�PDNH�VRPH�VWUXFWXUHG�QRWHV�XQVXLWDEOH� 
LQYHVWPHQWV�IRU�IHGHUDO�FUHGLW�XQLRQV�� 
� 
Stuffed Pig:�D�WUDQVDFWLRQ�LQLWLDWHG�E\�D�GHDOHU�IRU�D�FOLHQW�ZLWKRXW�DXWKRUL]DWLRQ�IURP�WKH�FOLHQW��6HH�DOVR� 
³:RRGHQ�7LFNHW´�� 
� 
Subordinated Debenture:�DQ�XQVHFXUHG�GHEW�REOLJDWLRQ�WKDW�LV�MXQLRU�LQ�SD\PHQW�SULRULW\�WR�RWKHU�VHQLRU� 
ERQGV��,Q�WKH�HYHQW�RI�EDQNUXSWF\��WKH�FODLPV�RI�WKH�XQVHFXUHG�GHEW�KROGHUV�DUH�SDLG�DIWHU�WKRVH�RI�VHQLRU� 
XQVHFXUHG�GHEW�KROGHUV�� 
� 
Swap:����D�FRQWUDFW�EHWZHHQ�WZR�SDUWLHV�WR�H[FKDQJH�FDVK�IORZV�LQ�WKH�IXWXUH�EDVHG�RQ�DQ�DJUHHG�IRUPXOD��$� 
VZDS�LV�D�EXQGOH�RI�IRUZDUG�FRQWUDFWV��6ZDSV�DUH�DYDLODEOH�LQ�DQG�EHWZHHQ�DOO�DFWLYH�ILQDQFLDO�LQVWUXPHQWV�� 
D��7KH�³SODLQ�YDQLOOD´�LQWHUHVW�UDWH�VZDS�DJUHHPHQW�LV�DQ�DJUHHPHQW�WR�H[FKDQJH�IL[HG�LQWHUHVW�SD\PHQWV�IRU� 
IORDWLQJ�UDWH�SD\PHQWV�EDVHG�RQ�D�QRWLRQDO�SULQFLSDO�DPRXQW��7KH�QRWLRQDO�SULQFLSDO�DPRXQW�LV�QRW� 
H[FKDQJHG�LQ�DQ�LQWHUHVW�UDWH�VZDS��E��$�JHQHULF�FXUUHQF\�VZDS�LV�DQ�DJUHHPHQW�WR�H[FKDQJH�RQH�FXUUHQF\� 
IRU�DQRWKHU��DW�WKH�EHJLQQLQJ�DQG�DW�WKH�HQG�RI�WKH�VZDS��DQG�WR�PDNH�IL[HG�LQWHUHVW�UDWH�SD\PHQWV�EDVHG�RQ� 
WKH�FXUUHQF\�REWDLQHG�GXULQJ�WKH�OLIH�RI�WKH�VZDS��F��$�JHQHULF�HTXLW\�VZDS�LV�DQ�DJUHHPHQW�WR�H[FKDQJH�WKH� 
FDSLWDO�JDLQV��DQG�SHUKDSV�GLYLGHQGV��EDVHG�RQ�DQ�HTXLW\�LQGH[�LQ�UHWXUQ�IRU�SD\PHQWV�EDVHG�RQ�D�IL[HG�RU� 
IORDWLQJ�UDWH�RI�LQWHUHVW�����WKH�SUDFWLFH�RI�H[FKDQJLQJ�RQH�ERQG�IRU�DQRWKHU�WR�LPSURYH�\LHOG��FKDQJH�FUHGLW� 
H[SRVXUH��UHIOHFW�DQ�LQWHUHVW�UDWH�YLHZ��RU�UHJLVWHU�D�WD[�ORVV��0RUH�JHQHUDOO\��WKH�H[FKDQJH�RI�RQH�DVVHW�RU� 
OLDELOLW\�IRU�D�VLPLODU�DVVHW�RU�OLDELOLW\�IRU�WKH�SXUSRVH�RI�OHQJWKHQLQJ�RU�VKRUWHQLQJ�PDWXULWLHV��RU�UDLVLQJ�RU� 
ORZHULQJ�FRXSRQ�UDWHV��WR�PD[LPL]H�UHYHQXH�RU�PLQLPL]H�ILQDQFLQJ�FRVWV��$�ERQG�VZDS�LV�YHU\�GLIIHUHQW� 
IURP�D�QRWLRQDO�SULQFLSDO�VZDS��EXW�WKH�WHUP�³VZDS´�KDV�EHHQ�LQ�XVH�ORQJHU�LQ�WKH�FRQWH[W�RI�ERQG�VZDSV�� 
7KH�GLIIHUHQW�XVHV�RFFDVLRQDOO\�FRQIXVH�QHZ�XVHUV�RI�QRWLRQDO�SULQFLSDO�VZDSV�� 
� 
Sweep Account:�DQ�DFFRXQW�LQWR�ZKLFK�IXQGV�DUH�WUDQVIHUUHG�RQ�D�VKRUW�WHUP�EDVLV��&DVK�RU�FKHFNLQJ� 
DFFRXQWV�PD\�EH�VZHSW�LQWR�DQ�RYHUQLJKW�IHGHUDO�IXQGV�DFFRXQW�WKURXJK�D�VZHHS�DFFRXQW�DUUDQJHPHQW�� 
� 
Switch:�OLTXLGDWLRQ�RI�D�SRVLWLRQ�LQ�RQH�GHOLYHU\�PRQWK�RI�D�FRPPRGLW\�DQG�VLPXOWDQHRXV�LQLWLDWLRQ�RI�D� 
VLPLODU�SRVLWLRQ�LQ�DQRWKHU�GHOLYHU\�PRQWK�RI�WKH�VDPH�FRPPRGLW\��:KHQ�XVHG�E\�KHGJHUV��WKLV�WDFWLF�LV� 
UHIHUUHG�WR�DV�UROOLQJ�IRUZDUG�WKH�KHGJH�� 
� 
Systemic Risk:�WKH�ULVN�WKDW�WKH�IDLOXUH�RI�RQH�SDUWLFLSDQW�LQ�D�WUDQVIHU�V\VWHP��RU�LQ�ILQDQFLDO�PDUNHWV� 
JHQHUDOO\��WR�PHHW�LWV�UHTXLUHG�REOLJDWLRQV�ZLOO�FDXVH�RWKHU�SDUWLFLSDQWV�RU�ILQDQFLDO�LQVWLWXWLRQV�WR�EH�XQDEOH� 
WR�PHHW�WKHLU�REOLJDWLRQV��LQFOXGLQJ�VHWWOHPHQW�REOLJDWLRQV�LQ�D�WUDQVIHU�V\VWHP��ZKHQ�GXH��6XFK�IDLOXUH�PD\� 
FDXVH�VLJQLILFDQW�OLTXLGLW\�RU�FUHGLW�SUREOHPV�DQG��DV�D�UHVXOW��PLJKW�WKUHDWHQ�WKH�VWDELOLW\�RI�ILQDQFLDO� 
PDUNHWV�� 
� 
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Systematic Risk:�WKH�ULVN�DVVRFLDWHG�ZLWK�WKH�PRYHPHQW�RI�D�PDUNHW�RU�PDUNHW�VHJPHQW�DV�RSSRVHG�WR� 
GLVWLQFW�HOHPHQWV�RI�ULVN�DVVRFLDWHG�ZLWK�D�VSHFLILF�VHFXULW\��6\VWHPDWLF�ULVN�FDQQRW�EH�GLYHUVLILHG�DZD\��LW� 
FDQ�RQO\�EH�KHGJHG�� 
� 
TAC (Targeted Amortization Class):�D�&02�WUDQFKH�ZKLFK�LV�SURWHFWHG��WR�VRPH�GHJUHH��IURP� 
SUHSD\PHQW�ULVN��EXW�QRW�H[WHQVLRQ�ULVN��6HH�³3$&´��³&02´�� 
� 
Take Out Bid:�D�*10$�GHDOHU�DJUHHV�WR�SXUFKDVH�*10$�VHFXULWLHV�DW�D�VSHFLILF�SULFH�IURP�D�PRUWJDJH� 
EDQNHU��VXEMHFW�WR�D�VXFFHVVIXO�ELG�IRU�PRUWJDJHV�VROG�DW�DXFWLRQ��7KLV�WDNH�RXW�RU�EDFNXS�ELG�DOORZV� 
PRUWJDJH�EDQNHUV�WR�ELG�RQ�WKH�SXUFKDVH�RI�PRUWJDJHV��REWDLQHG�IURP�*10$��WR�WKHLU�VHUYLFLQJ�SRUWIROLRV�� 
7KLV�WZR�SDUW\�DJUHHPHQW�KHOSV�*10$�WR�LPSOHPHQW�LWV�PDQDJHPHQW�DQG�LWV�OLTXLGDWLRQ�IXQFWLRQV��,Q�QHW� 
HIIHFW��WKH�PRUWJDJH�EDQNHU�LV�SXUFKDVLQJ�WKH�PRUWJDJH�FROODWHUDO�DQG�LV�ILQDQFLDOO\�EDFNHG�E\�WKH�*10$� 
GHDOHU�� 
� 
Taken (Lifted):�D�GHDOHU�LV��WDNHQ���OLIWHG��ZKHQ�WKH�RIIHULQJ�VLGH�RI�D�PDUNHW�ZKLFK�KH�KDV�PDGH�WR�D� 
FXVWRPHU�LV�DFFHSWHG�� 
� 
Taking a Position:�SXUFKDVLQJ�D�VHFXULW\�IRU�LQYHQWRU\�� 
� 
Term:����WKH�SHULRG�RI�WLPH�EHWZHHQ�WKH�FRPPHQFHPHQW�GDWH�DQG�WKH�WHUPLQDWLRQ�GDWH�RI�D�QRWH��PRUWJDJH�� 
OHJDO�GRFXPHQW��RU�RWKHU�FRQWUDFW�����D�SURYLVLRQ�LQ�D�FRQWUDFW�� 
� 
Theta:�D�PHDVXUH�RI�WKH�UDWH�RI�FKDQJH�LQ�WKH�YDOXH�RI�DQ�RSWLRQ��RU�SRUWIROLR��DV�D�UHVXOW�RI�WKH�SDVVDJH�RI� 
WLPH��7KH�YDOXH�RI�DQ�RSWLRQ�XVXDOO\�ZLOO�GHFOLQH�ZLWK�WKH�SDVVDJH�RI�WLPH�ZLWK�DOO�HOVH�UHPDLQLQJ�FRQVWDQW�� 
$OVR�FDOOHG�WLPH�GHFD\�� 
� 
Tick:�WKH�W\SLFDO�PLQLPXP�SULFH�LQFUHPHQW�LQ�FDVK�PDUNHW�TXRWDWLRQV��H�J���RQH�WKLUW\�VHFRQG�RI�RQH� 
SHUFHQW����������RU�����������LQ�86�7UHDVXU\�VHFXULWLHV�� 
� 
Time Value:�WKH�SDUW�RI�WKH�RSWLRQ�SUHPLXP�WKDW�UHIOHFWV�WKH�UHPDLQLQJ�OLIH�RI�WKH�RSWLRQ��7KH�WRWDO�RSWLRQ� 
YDOXH�LV�WKH�VXP�RI�LWV�LQWULQVLF�YDOXH�DQG�LWV�WLPH�YDOXH��7KH�PRUH�WLPH�WKDW�UHPDLQV�EHIRUH�WKH�H[SLUDWLRQ� 
GDWH��JHQHUDOO\�WKH�KLJKHU�WKH�SUHPLXP��EHFDXVH�PRUH�WLPH�LV�DYDLODEOH�IRU�WKH�YDOXH�RI�WKH�XQGHUO\LQJ� 
VHFXULW\�WR�PRYH�XS�RU�GRZQ�� 
� 
To Be Announced (TBA):�D�GHOD\HG�GHOLYHU\�FRQWUDFW��$�FRQWUDFW�IRU�WKH�SXUFKDVH�RU�VDOH�RI�D�PRUWJDJH� 
EDFNHG�VHFXULW\�WR�EH�GHOLYHUHG�DW�DQ�DJUHHG�XSRQ�IXWXUH�GDWH��EXW�WKDW�GRHV�QRW�VSHFLI\�DQ�LGHQWLILHG�SRRO� 
QXPEHU�DQG�QXPEHU�RI�SRROV��7UDGLQJ�LQ�WKHVH�VHFXULWLHV�LV�RIWHQ�GRQH�RQ�D�\LHOG�EDVLV�� 
� 
Total Return:�WKH�VXP�RI�LQWHUHVW�DQG�SULQFLSDO�SD\PHQWV��WKH�LQFRPH�HDUQHG�RQ�WKH�UHLQYHVWPHQW�RI�WKHVH� 
FDVK�IORZV��DQG�WKH�FKDQJH�LQ�IDLU�YDOXH�RYHU�D�VSHFLILF�KROGLQJ�SHULRG��KRUL]RQ��IRU�D�VSHFLILF�VHFXULW\�� 
� 
Trade:�HLWKHU�D�SXUFKDVH�RU�D�VDOH�RI�D�VHFXULW\�� 
� 
Trade Date:�WKH�GDWH�RQ�ZKLFK�SDUWLHV�HQWHU�LQWR�DQ�DJUHHPHQW��RUDOO\�RU�LQ�ZULWLQJ��IRU�WKH�SXUFKDVH�RU�VDOH� 
RI�D�VHFXULW\�� 
� 
Trading:�WKH�DFW�RI�HQWHULQJ�LQWR�SXUFKDVHV�RU�VDOHV�RI�D�VHFXULW\�� 
� 
Trading Income:�LQFRPH�GHULYHG�IURP�WKH�WUDGLQJ�RI�D�SRUWIROLR�RI�VHFXULWLHV�� 
� 
Trading Profits or Losses:�SURILWV�RU�ORVVHV�UHVXOWLQJ�IURP�WKH�WUDGLQJ�RI�D�SRUWIROLR�RI�VHFXULWLHV�� 
� 
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Transfer:�ZKHQ�D�UHJLVWHUHG�LQVWUXPHQW�LV�DFTXLUHG��LW�LV�VHQW�WR�WKH�WUDQVIHU�DJHQW�IRU�WUDQVIHU��7KH�WUDQVIHU� 
DJHQW�UHFRUGV�WKDW�WKLV�FHUWLILFDWH�LV�QR�ORQJHU�RZQHG�E\�WKH�SUHYLRXV�KROGHU�EXW�LV�QRZ�RZQHG�LQ�WKH�QDPH� 
RI�WKH�LQGLYLGXDO�ZKR�KDV�DFTXLUHG�LW�� 
� 
Transfer Agent:�DQ�HQWLW\�DSSRLQWHG�WR�PDLQWDLQ�UHFRUGV�RI�VHFXULWLHV�RZQHUV��WR�FDQFHO�DQG�LVVXH� 
FHUWLILFDWHV�DQG�WR�DGGUHVV�LVVXHV�DULVLQJ�IURP�ORVW��GHVWUR\HG�RU�VWROHQ�FHUWLILFDWHV�� 
� 
Treasury/U.S. Government Obligations:�QHJRWLDEOH�GHEW�REOLJDWLRQV�RI�WKH�86�*RYHUQPHQW�VHFXUHG�E\�LWV� 
IXOO�IDLWK�DQG�FUHGLW�� 
� 
Treasury Bill (T-Bill):�D�GLUHFW�REOLJDWLRQ�RI�WKH�86�*RYHUQPHQW�LVVXHG�DW�UHJXODU�DXFWLRQV�RQ�D�GLVFRXQW� 
EDVLV�IURP�IDFH�YDOXH�IRU�RULJLQDO�PDWXULW\�SHULRGV�RI����ZHHNV�WR����ZHHNV�� 
� 
Treasury Bonds:�D�GLUHFW�REOLJDWLRQ�RI�WKH�86�*RYHUQPHQW�LVVXHG�DW�UHJXODU�DXFWLRQV��&XUUHQWO\�LVVXHG�LQ� 
RULJLQDO�PDWXULW\�RI����\HDUV��7UHDVXU\�ERQGV�DUH�FRXSRQ�LQVWUXPHQWV�ZLWK�VHPL�DQQXDO�LQWHUHVW�SD\PHQWV�� 
� 
Treasury Notes:�7UHDVXU\�QRWHV�KDYH�WKH�VDPH�FKDUDFWHULVWLFV�DV�7UHDVXU\�ERQGV�H[FHSW�WKDW�WKH�RULJLQDO� 
PDWXULWLHV�UDQJH�IURP�RQH�WR�WHQ�\HDUV�� 
� 
Twelve-Year Life:�KLVWRULFDOO\��DQ�DVVXPSWLRQ�WKDW�WKH�FDVK�IORZ�DVVRFLDWHG�ZLWK�D�PRUWJDJH�ZLOO�FRQVLVW�RI� 
OHYHO�SD\PHQWV�XQWLO�WKH�WZHOIWK�\HDU��ZKHQ�WKH�UHPDLQLQJ�SULQFLSDO�EDODQFH�LV�SDLG�LQ�IXOO�� 
� 
Uncovered Call Writer:�D�FDOO�ZULWHU�ZKR�GRHV�QRW�RZQ�WKH�XQGHUO\LQJ�ILQDQFLDO�LQVWUXPHQW�RQ�ZKLFK�WKH� 
RSWLRQ�LV�ZULWWHQ��$OVR�FDOOHG�D�QDNHG�FDOO�ZULWHU�� 
� 
Underlying:�WKH�VHFXULW\��FDVK�FRPPRGLW\��IRUZDUG��IXWXUHV��VZDS��RU�RWKHU�FRQWUDFW�RU�LQVWUXPHQW�WKDW�LV� 
WKH�VXEMHFW�RI�D�GHULYDWLYHV�FRQWUDFW�RU�LQVWUXPHQW�� 
� 
Underwriting:����DQ\�SHUVRQ�ZKR�KDV�SXUFKDVHG�IURP�DQ�LVVXHU�ZLWK�D�YLHZ�WR�GLVWULEXWH�DQ\�VHFXULW\�� 
6HFXULWLHV�GHDOHUV�XVH�WKLV�WHUP�WR�GHVLJQDWH�WKH�LVVXH�RI�RULJLQDWLRQ�RI�QHZ�VHFXULWLHV�����WKH�SURFHVV�XVHG�E\� 
D�0RUWJDJH�%DQNHU�WR�DQDO\]H�ULVN�DQG�WKH�PDWFKLQJ�RI�ULVN�WR�DQ�DSSURSULDWH�UDWH�DQG�WHUP�� 
� 
Uniform Commercial Code (UCC):�D�FRPSUHKHQVLYH�PRGHO�VWDWXWH�WR�VLPSOLI\�DQG�FODULI\�WKH�ODZ� 
JRYHUQLQJ�FRPPHUFLDO�WUDQVDFWLRQV��GHVLJQHG�WR�PDNH�XQLIRUP�WKH�ODZV�RI�WKH�VWDWHV��,W�KDV�EHHQ�DGRSWHG�� 
ZLWK�PRGLILFDWLRQ��E\�PRVW�VWDWHV�� 
� 
Unit Investment Trust:�DQ�LQYHVWPHQW�FRPSDQ\�VLPLODU�WR�D�PXWXDO�IXQG��EXW�ZKLFK�LVVXHV�RQO\�UHGHHPDEOH� 
VHFXULWLHV��XQLWV���HDFK�RI�ZKLFK�UHSUHVHQWV�DQ�XQGLYLGHG�LQWHUHVW�LQ�D�SRUWIROLR�RI�VHFXULWLHV�� 
� 
Up-Front Fee:�VHH�³)HH´�� 
� 
Variation Margin:�LQ�IXWXUHV�WUDGLQJ��D�SD\PHQW�PDGH�RQ�D�GDLO\�RU�LQWUDGD\�EDVLV�E\�D�FOHDULQJ�PHPEHU�WR� 
WKH�FOHDULQJ�RUJDQL]DWLRQ�EDVHG�RQ�DGYHUVH�SULFH�PRYHPHQW�LQ�SRVLWLRQV�FDUULHG�E\�WKH�FOHDULQJ�PHPEHU�� 
9DULDWLRQ�PDUJLQ�LV�D�FDVK�SD\PHQW��DV�RSSRVHG�WR�PDLQWHQDQFH�PDUJLQ��ZKLFK�LV�D�YDOXH��LQ�FDVK�RU�HOLJLEOH� 
VHFXULWLHV��ZKLFK�PXVW�EH�PDLQWDLQHG�RQ�GHSRVLW�DV�D�SHUIRUPDQFH�ERQG��,QGLYLGXDOV�PD\�EH�VXEMHFW�WR�D� 
PDUJLQ�FDOO�WR�UHSOHQLVK�WKH�SHUIRUPDQFH�ERQG�WR�WKH�LQLWLDO�PDUJLQ�OHYHO�LQ�WKH�HYHQW�WKH�YDOXH�GURSV�EHORZ� 
WKH�PDLQWHQDQFH�PDUJLQ�OHYHO�� 
� 
Vega:�D�PHDVXUH�RI�WKH�FKDQJH�LQ�DQ�RSWLRQ¶V�SULFH�IRU�D�JLYHQ�FKDQJH�LQ�WKH�YRODWLOLW\�RI�WKH�XQGHUO\LQJ� 
VHFXULW\�� 
� 
Volatility:�D�PHDVXUH�RI�D�VHFXULW\¶V�DFWXDO�RU�H[SHFWHG�SULFH�PRYHPHQW�RYHU�D�VSHFLILF�WLPH�SHULRG��8VXDOO\� 
WKLV�LV�WKH�VWDQGDUG�GHYLDWLRQ�RI�SURSRUWLRQDO�FKDQJHV�LQ�WKH�DVVHW¶V�SULFH�� 
� 
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Warehousing:�WKH�ERUURZLQJ�RI�IXQGV�E\�D�PRUWJDJH�EDQNHU�RQ�D�VKRUW�WHUP�EDVLV�DW�D�FRPPHUFLDO�EDQN�� 
XVLQJ�SHUPDQHQW�PRUWJDJH�ORDQV�DV�FROODWHUDO��7KLV�IRUP�RI�LQWHULP�ILQDQFLQJ�LV�XVHG�XQWLO�WKH�PRUWJDJHV�DUH� 
VROG�WR�D�SHUPDQHQW�LQYHVWRU��,W�LV�D�IRUP�RI��OLQH�RI�FUHGLW��ILQDQFLQJ�� 
� 
Weighted-Average Coupon (WAC):�WKH�DULWKPHWLF�PHDQ��GROODU�ZHLJKWHG��RI�WKH�FRXSRQ�UDWH�RI�WKH� 
XQGHUO\LQJ�PRUWJDJHV�WKDW�FROODWHUDOL]H�D�VHFXULW\�DV�RI�LWV�LVVXH�GDWH��7KLV�LV�WKH�VDPH�FDOFXODWLRQ�XVHG�IRU� 
:$0�H[FHSW�XVLQJ�WKH�PRUWJDJH�FRXSRQ�� 
� 
Weighted Average Life:�WKH�DULWKPHWLF�PHDQ��GROODU�ZHLJKWHG��RI�WKH�WLPH�WR�SULQFLSDO�UHSD\PHQW�RI�D� 
VHFXULW\��:$/V�IRU�&02V�DQG�PRUWJDJH�SDVV�WKURXJK�VHFXULWLHV�DUH�FDOFXODWHG�XQGHU�D�SUHSD\PHQW� 
DVVXPSWLRQ��7KH�:$/�LV�D�FRPPRQO\�XVHG�PDWXULW\�PHDVXUH�LQ�WKH�PRUWJDJH�PDUNHW��6LQFH�WKH�ZHLJKWHG� 
DYHUDJH�OLYHV�RI�7UHDVXULHV�DUH�HTXDO�WR�WKHLU�PDWXULWLHV��WKH�SDU�\LHOG�FXUYH�IRU�7UHDVXULHV�SURYLGHV�D�QDWXUDO� 
EHQFKPDUN�IRU�SULFLQJ�PRUWJDJH�EDFNHG�VHFXULWLHV�RI�YDULRXV�SURMHFWHG�DYHUDJH�OLYHV�� 
� 
Weighted-Average Maturity (WAM):�WKH�DULWKPHWLF�PHDQ��GROODU�ZHLJKWHG��RI�WKH�UHPDLQLQJ�WHUP�RI�WKH� 
XQGHUO\LQJ�PRUWJDJHV�WKDW�FROODWHUDOL]H�D�VHFXULW\�DV�RI�LWV�LVVXH�GDWH��7KLV�LV�WKH�VXP�RI�WKH�SULQFLSDO� 
EDODQFH�RI�HDFK�PRUWJDJH�LQ�WKH�SRRO�WLPHV�LWV�PRQWKV�WR�PDWXULW\�GLYLGHG�E\�WKH�WRWDO�SULQFLSDO�EDODQFH�RI� 
WKH�PRUWJDJHV�LQ�WKH�SRRO��6XEVHTXHQW�WR�LVVXDQFH��HVWLPDWHV�DUH�PDGH�RI�WKH�H[SHFWHG�DYHUDJH�UHPDLQLQJ� 
WHUP�DVVXPLQJ�QR�SUHSD\PHQWV�� 
� 
When Issued (WI):�VKRUW�IRU�ZKHQ��DV��DQG�LI�LVVXHG��7UDQVDFWLRQV�SULRU�WR�LVVXDQFH�RI�D�VHFXULW\�DUH�RQ�D� 
:,�EDVLV��EHFDXVH�WKH�WUDQVDFWLRQ�LV�FRQGLWLRQDO�RQ�LVVXDQFH��DOWKRXJK�WKH�VHFXULW\�KDV�EHHQ�DXWKRUL]HG��7KH� 
ZKHQ�LVVXHG�WUDGLQJ�SHULRG�LQ�86�7UHDVXU\�VHFXULWLHV�LV�QRUPDOO\�WKUHH�WR�WHQ�GD\V��+RZHYHU��LQWHUHVW�GRHV� 
QRW�DFFUXH�GXULQJ�WKH�ZKHQ�LVVXHG�SHULRG��DQG�SD\PHQW�LV�QRW�UHTXLUHG�XQWLO�WKH�VHWWOHPHQW�GDWH��:KHQ� 
LVVXHG�WUDGLQJ�LQ�7UHDVXU\�VHFXULWLHV�RFFXUV�RQ�D�\LHOG�EDVLV�SULRU�WR�WKH�DXFWLRQ��VRPHWLPHV�GHQRWHG�Z�Z�L��� 
DQG�RQ�D�SULFH�EDVLV�IROORZLQJ�WKH�DXFWLRQ��GHQRWHG�Z�L���� 
� 
Wooden Tickets:�D�WUDQVDFWLRQ�LQLWLDWHG�E\�D�GHDOHU�IRU�D�FOLHQW�ZLWKRXW�DXWKRUL]DWLRQ��6HH�µ6WXIIHG�3LJ¶�� 
� 
Writer:�WKH�JUDQWRU�RI�DQ�RSWLRQ�FRQWUDFW��$OVR�FDOOHG�WKH�³0DNHU´�� 
� 
Yield:�WKH�\LHOG�RQ�D�ERQG�LV�WKH�DQQXDO�SHUFHQWDJH�RI�UHWXUQ�WKDW�LW�SD\V��W\SLFDOO\�EDVHG�RQ�D�VHPL�DQQXDO� 
FRXSRQ�FRQYHQWLRQ��%\�ZD\�RI�FRPSDULVRQ��WKH�DQQXDO�SHUFHQWDJH�\LHOG��$3<��LV�EDVHG�RQ�DQ�DQQXDO� 
FRPSRXQGLQJ�FRQYHQWLRQ��,Q�UHDO�HVWDWH��WKH�WHUP�UHIHUV�WR�WKH�FXUUHQW�\LHOG��WKDW�LV��WKH�HIIHFWLYH�DQQXDO� 
DPRXQW�RI�LQFRPH�ZKLFK�LV�EHLQJ�DFFUXHG�RQ�DQ�LQYHVWPHQW��H[SUHVVHG�DV�D�SHUFHQWDJH�RI�WKH�SULFH� 
RULJLQDOO\�SDLG��6HH�DOVR�³1HW�<LHOG´�� 
� 
Yield Curve:�D�JUDSK�LOOXVWUDWLQJ�WKH�OHYHO�RI�LQWHUHVW�UDWHV�DV�D�IXQFWLRQ�RI�WLPH�WR�PDWXULW\��7KH�PRVW� 
FRPPRQ�\LHOG�FXUYH�SORWV�7UHDVXU\�VHFXULWLHV�IURP�WKH���PRQWK�7UHDVXU\�ELOO�WR�WKH����\HDU�7UHDVXU\�ERQG�� 
<LHOG�&XUYHV�PD\�EH�GHVFULEHG�DV�D��D�QRUPDO�\LHOG�FXUYH��VKRUW�WHUP�UDWHV�DUH�ORZHU�WKDQ�ORQJ�WHUP�UDWHV��� 
E��DQ�LQYHUWHG�\LHOG�FXUYH��VKRUW�WHUP�UDWHV�DUH�KLJKHU�WKDQ�ORQJ�WHUP�UDWHV���DQG����D�IODW�\LHOG�FXUYH��OLWWOH� 
GLIIHUHQFH�EHWZHHQ�VKRUW�WHUP�DQG�ORQJ�WHUP�UDWHV��� 
� 
Yield on Average Life:�KLVWRULFDOO\��*10$�\LHOGV�ZHUH�TXRWHG�IURP�WDEOHV�ZKLFK�FDOFXODWHG�WKH�\LHOG�RQ�D� 
VLQJOH�ORDQ�SUHSDLG�DW�WKH�HQG�RI����\HDUV��,W�ZDV�DVVXPHG�WKDW�VXFK�D�\LHOG�FDOFXODWLRQ�ZDV�IDLUO\� 
UHSUHVHQWDWLYH�RI�D�SRRO�RI�ORDQV�ZKHUHLQ�WKH�DYHUDJH�ORDQ�OLIH�ZDV�WKRXJKW�WR�EH����\HDUV��1R�ORQJHU�D�EDVLV� 
RI�WUDGLQJ�� 
� 
Yield Maintenance Contract:�FRQFXUUHQW�FRPPLWPHQW�WR�SXUFKDVH�D�VHFXULW\�YLD�D�FDVK�IRUZDUG�DJUHHPHQW� 
DQG�WR�VHOO�WKH�VDPH�VHFXULW\�RQ�WKH�VDPH�VHWWOHPHQW�GDWH�YLD�D�VWDQGE\�FRPPLWPHQW��$OVR�UHIHUV�WR�D� 
IRUZDUG�FRQWUDFW�ZULWWHQ�ZLWK�WHUPV�ZKLFK�PDLQWDLQ�WKH�\LHOG�DW�D�IL[HG�UDWH�XQWLO�WKH�GHOLYHU\�GDWH�� 
� 
Yield to Call:�WKH�ERQG�HTXLYDOHQW�\LHOG�WKDW�DQ�LQYHVWRU�ZRXOG�UHFHLYH�RQ�KLV�LQYHVWPHQW�LI�KH�ZHUH�WR�EX\� 
D�SDUWLFXODU�VHFXULW\�DW�WKH�TXRWHG�DVNHG�SULFH�DQG�WKH�ERQG�ZDV�FDOOHG�RQ�WKH�FDOO�GDWH�� 
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� 
Yield to Maturity:�WKH�ERQG�HTXLYDOHQW�\LHOG�WKDW�DQ�LQYHVWRU�ZRXOG�UHFHLYH�RQ�KLV�LQYHVWPHQW�LI�KH�ZHUH�WR� 
EX\�D�SDUWLFXODU�VHFXULW\�DW�WKH�TXRWHG�DVNHG�SULFH�DQG�KROG�WR�PDWXULW\�� 
� 
Zero Coupon Bond:�D�VHFXULW\�WKDW�PDNHV�QR�SHULRGLF�LQWHUHVW�SD\PHQWV�DQG�LV�VROG�DW�D�GLVFRXQW�IURP�IDFH� 
YDOXH��=HUR�FRXSRQ�ERQGV�WKDW�PDWXUH�PRUH�WKDQ�WHQ�\HDUV�IURP�VHWWOHPHQW�GDWH�DUH�QRW�SHUPLVVLEOH�XQGHU� 
3DUW������ 
� 
Zero Coupon CMOs:�&02�ERQGV�WKDW�DUH�HLWKHU�WUXH�]HUR�FRXSRQ�LQVWUXPHQWV�RU�DFFUXDO�ERQGV��$Q� 
DFFUXDO�ERQG��RU�FRPSRXQG�LQWHUHVW�ERQG��LV�D�FRXSRQ�ERQG�WKDW��GXULQJ�VRPH�SDUW�RI�LWV�OLIH��DFFXPXODWHV� 
DFFUXHG�LQWHUHVW�DV�LQFUHDVHG�SULQFLSDO�UDWKHU�WKDQ�DV�FDVK�SDLG��7KLV�DFFXPXODWLRQ�LV�FDOOHG�DFFUHWLRQ�� 
� 
Zero Coupon Treasury Bonds (STRIPS, Stripped Treasuries):�D�7UHDVXU\�VHFXULW\�ZLWK�D�VLQJOH�FDVK� 
IORZ�DW�PDWXULW\��7KHVH�VHFXULWLHV�UHVXOW�IURP�WKH�VHSDUDWLRQ�RI�WKH�SULQFLSDO��FRUSXV��DQG�LQWHUHVW��FRXSRQ�� 
SRUWLRQV�RI�86�*RYHUQPHQW�REOLJDWLRQV��0RVW�]HUR�FRXSRQ�7UHDVXU\�VHFXULWLHV�DUH�LQ�WKH�)HGHUDO�5HVHUYH� 
ERRN�HQWU\�V\VWHP�XQGHU�WKH�675,36�SURJUDP��6HSDUDWH�7UDGLQJ�RI�5HJLVWHUHG�,QWHUHVW�DQG�3ULQFLSDO�RI� 
6HFXULWLHV��7KH�KROGHU�RI�D�corpus strip KDV�WKH�ULJKW�WR�UHFHLYH�WKH�SULQFLSDO�EDODQFH�RQ�tKH�PDWXULW\ GDWH�� 
7KH�KROGHU�RI�D�FRXSRQ�VWULS�KDV�WKH�ULJKW�WR�UHFHLYH�WKH�SHULRGLF�LQWHUHVW�SD\PHQW�RQ�WKH�FRXSRQ�SD\PHQW� 
GDWH��7KHVH�LQVWUXPHQWV�DUH�VROG�DW�D�GLVFRXQW�IURP�WKH�YDOXH�WR�EH�UHFHLYHG�RQ�WKH�GXH�GDWH��3ULRU�WR�WKH� 
675,36�SURJUDP��:DOO�6WUHHW�ILUPV�LVVXHG�RZQHUVKLS�LQWHUHVWV�LQ�WUXVWV�WKDW�VWULSSHG�7UHDVXU\�VHFXULWLHV� $V� 
D�WUDQVLWLRQDO�PHDVXUH��WKH�)HGHUDO�5HVHUYH�UHJLVWHUHG�VWULSSHG�SK\VLFDO�FRXSRQV�DV�&8%(6��&RXSRQV� 
8QGHU�%RRN�(QWU\�6\VWHP�� 
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REVIEWING THE AUDIT OF DERIVATIVE 
INSTRUMENTS, HEDGING ACTIVITIES, AND 
INVESTMENTS IN SECURITIES – APPENDIX 12B 

Derivatives are broadly defined as an instrument or financial contract with cash 
flows that receives its value from the performance of underlying assets, interest 
or currency exchange rates, or indices. The most common derivatives are 
swaps, futures, forwards, and options. 

Hedging is a position that reduces some type of risk, usually at the expense of 
expected return. Typically, hedging involves entering into an opposite position to 
a position held in the cash market to minimize the risk from adverse price 
changes. 

Before beginning an examination, the examiner may benefit from reviewing the 
audit documentation regarding derivatives, hedging, and investments to assist in 
developing the scope and risk assessment. The examiner may explore regional 
procedures to obtain assistance for reviewing this complex area from a Capital 
Market Subject Matter Examiner or the Regional Capital Market Specialist. 

Portions of the Statement on Auditing Standards (SAS) No. 92 of generally 
accepted auditing standards (GAAS) provide guidance to the licensed 
professional auditors in planning and performing audits of derivative instruments, 
hedging activities, and investments in securities. 

When an auditor plans the derivative audit, the complexity and extent of the 
review determines the relevant scope and level of associated risk. SAS 92 
identifies six areas that the auditor must consider when planning and auditing 
derivatives and securities. These areas are discussed below. 

1. The need for special skill or knowledge to plan and perform the auditing 
procedures. The auditor may need special knowledge to plan and perform 
auditing procedures for derivatives and securities. Specialized knowledge 
may include: 

x	 Understanding information systems for derivatives and securities including 
third party provider systems and related system controls; 
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x Understanding generally accepted accounting principles (GAAP) relative 
to derivatives (i.e., the accounting treatment, estimating fair value); 

x Understanding fair value determination (i.e., valuation concepts and 
models); 

x Assessing inherent and control risk, (i.e., understanding general risk 
management concepts and typical asset and liability management 
strategies) appropriately; 

x Deciding whether to seek and use the assistance of others with the 
necessary knowledge, skills, and abilities to perform the audit; and 

x Identifying controls placed in operation by a third-party vendor. 

2. Audit risk and materiality. The auditor must design procedures that provide 
reasonable assurance of detecting misstatements that, when aggregated with 
other misstatements, could cause a material effect on the financial 
statements. 

x	 Inherent risk is the susceptibility of the instrument to material 
misstatement. Areas that may affect the auditor’s assessment of 
derivatives and securities with respect to inherent risk include: 

- Complexity of the derivative’s features (may increase the complexity of 
measurement and disclosure required by GAAP); 

- Management’s objective (i.e., hedging, not hedging, and accounting 
treatment); 

- Whether cash was exchanged in the transactions (those that do not 
involve cash can contain more risk); 

-	 The credit union’s experience with derivatives and securities; 
- Whether a derivative is freestanding or an embedded feature of an 

agreement (management may less likely identify embedded 
derivatives); 

- Whether external factors affect the assertion (e.g., credit, market, 
basis, and legal risk); 

-	 The evolving nature of derivatives and the applicable GAAP; and 
-	 Significant reliance on outside parties. 

x	 Control risk relates to obtaining an understanding of internal controls that 
will enable the auditor to plan the audit. This may include controls over 
transactions from initiation to inclusion in the financial statements. It may 
also include controls in operation by third parties, in which case, the credit 
union’s auditor may require audit reports, contracts, user manuals, and 
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other resources. This understanding of controls could also include an 
assessment of a regular review by senior management (or an 
independent group) of the identified controls to determine the 
effectiveness of their implementation. 

Areas that can affect the auditor’s assessment of derivatives and 
securities with respect to control risk may include: 

- Monitoring by control staff that is independent of derivative activities; 
- Obtaining management’s approval before derivative personnel exceed 

limits; 
- Addressing by senior management any limit excesses and 

divergences from approved strategies; 
- Transmitting accurate derivatives positions within risk measurement 

systems; 
- Performing reconciliations to ensure data integrity; 
- Defining constraints on derivative activities by traders, risk managers, 

and management; 
- Performing regular reviews of identified controls and financial results to 

determine whether staff adheres to established controls; 
- Reviewing limits within the context of strategy, risk tolerance, and 

market conditions; and 
- Reviewing the controls of service organizations, where applicable. 

After obtaining an understanding of internal control over derivatives and 
securities transactions, the auditor should assess control risk and test, 
where necessary, considering the credit union’s size, organizational 
structure, frequency and complexity of derivatives, and controls over 
transactions. 

3. Designing substantive procedures based on risk assessments. In addition to 
using professional judgment, the auditor should use the assessed levels of 
inherent risk and control risk to determine the nature, timing, and extent of 
substantive procedures needed to detect material misstatements. The auditor 
should also consider whether the results of other audit procedures conflict 
with management’s assertions. The use of a third-party service organization 
(including data processors, investment advisers, holders of securities, record 
keepers, etc.) may affect the nature, timing, and extent of the substantive 
procedures for assertions and whether an auditor needs to visit and test 
controls of the provider. Evaluation of audit risk should include a review of 
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controls by data processors and third parties that initiate transactions and/or 
hold and service the derivatives. 

4. Financial statement assertions. These assertions concern the existence, 
occurrence, completeness, valuation, presentation and disclosure, and rights 
and obligations of derivatives and securities. 

x	 Existence or occurrence assertions address whether the instruments 
existed at the date of the statement of financial position while occurrence 
assertions address whether reported transactions actually occurred. 
Examples of documents the examiner may see include confirmations from 
issuers of securities, holders of securities, brokers of settled transactions, 
or copies of significant contracts. One characteristic of derivatives is that 
they may involve only a commitment to perform under a contract, and not 
an initial exchange of tangible consideration. Therefore, tests should not 
focus exclusively on evidence relating to cash receipts and 
disbursements. 

x	 Completeness assertions determine whether these instruments were 
included in the financial statements. The auditor may obtain information 
from external parties, inspect documents for embedded derivatives, read 
meeting minutes, compare previous and current account detail, etc., while 
maintaining that not all transactions require an initial cash outlay. 

x	 Rights and obligations assertions relate to whether the credit union has 
the rights and obligations associated with the derivatives and securities. 
The external auditor may confirm terms with the counterparty, inspect 
underlying agreements, and other relevant data. 

x	 Valuation addresses whether the derivatives and securities were reported 
in accordance with GAAP, which may require that the basis for valuing a 
derivative or security be one of the following: 

- Cost. The auditor should evaluate the need to recognize an 
impairment loss3 below cost. 

������������������������������������������������������ 
��,PSDLUPHQW�ORVV�IDFWRUV�LQFOXGH�IDLU�YDOXH�VLJQLILFDQWO\�EHORZ�FRVW�DQG�WKH�GHFOLQH�LV�DWWULEXWDEOH�WR� 
DGYHUVH�VHFXULW\�RU�PDUNHW�FRQGLWLRQV�DQG�KDV�H[LVWHG�IRU�DQ�H[WHQGHG�SHULRG�RI�WLPH��DQG�PDQDJHPHQW�GRHV� 
QRW�SRVVHVV�WKH�LQWHQW�DQG�DELOLW\�WR�KROG�WKH�VHFXULW\�IRU�ORQJ�HQRXJK�WR�UHFRYHU�IDLU�YDOXH��2WKHU�IDFWRUV� 
PD\�LQFOXGH�WKH�GRZQJUDGLQJ�RI�WKH�VHFXULW\�E\�D�UDWLQJ�DJHQF\��GHWHULRUDWHG�ILQDQFLDO�FRQGLWLRQ�RI�WKH� 
LVVXHU��ORVVHV�IURP�VHFXULWLHV�RU�UHGXFHG�RU�HOLPLQDWHG�GLYLGHQGV��� 
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- The investee’s financial results (including, but not limited to, the equity 
method). The auditor should obtain and review the audited financial 
statements, the accompanying report of the investee, and additional 
materials as needed. The auditor may expand the review to include 
the investee’s committee minutes, budgets, cash flow information, 
interim financial statements, etc., if a time lag in reporting exists 
between the investee and credit union, or differences in accounting 
principles, changes in ownership, or a significant purchase between 
reporting dates, etc., have occurred. 

- Fair value. If valuation is based on fair value, audit evidence may exist 
supporting management’s contention about fair value, whether the 
valuation method is consistent with accounting principles, and how the 
valuation determination method was derived (national exchanges, over 
the counter, broker-dealer, valuation model). If the determination of fair 
value requires the use of estimates, the auditor should consider the 
guidance in section 342, Auditing Accounting Estimates. Estimates 
from broker-dealers or other third parties based on valuation models 
may suffice when quoted prices are not available. The auditor should 
understand the method used in developing the estimate and be aware 
that the relationship with the third party may impact or impair objectivity 
(e.g., involvement of the pricing source in selling the product). 

Presentation and Disclosure assertions address whether derivatives and 
securities conform with GAAP (i.e., are the securities held to maturity or 
available for sale). 

5. Additional considerations about hedging activities. GAAP requires 
management to designate the derivative as a hedge at its inception. 
Management should document and the auditor should review the hedging 
relationship, risk management objective and strategy for undertaking a 
hedge, and the method of assessing the hedge’s effectiveness. Reviewing 
the audit documentation will enable the examiner to determine that the 
auditor collected sufficient data to conclude that the credit union complied 
with GAAP. Audit documentation must also support management’s 
expectation that the hedging relationship will be highly effective and they are 
performing a periodic assessment as required by GAAP. 

6. Assertions about securities based on management’s intent and ability. The 
auditor must consider management’s intent and ability in classifying securities 
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as held to maturity, available for sale, or trading. The documentation should 
show that the auditor: 

x	 Obtained an understanding of the process management used to classify 
securities; 

x	 Determined whether management has the ability to exercise influence 
over the financials of the investee when using the equity method; 

x	 Evaluated and disclosed reasons for deviating from the accounting 
methodology if the presumption was that management should be using 
the equity method of accounting; 

x	 Considered whether management’s activities reconciles to their intent 
(review historical security documentation); 

x	 Considered whether management’s activities, contractual agreements, or 
the credit union’s financial condition provides evidence of its ability to hold 
to maturity (i.e., the credit union’s financial position may provide evidence 
of its ability). 

References x	 Statement of Auditing Standard (SAS) No. 92, Auditing Derivative 
Instruments, Hedging Activities, and Investments in Securities [AU Section 
332] 
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