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The Interpretations Committee observed that IAS 19 does not specify how to determine the
market yields on HQCB, and in particular what grade of bonds should be designated as high
quality.
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3 IFIRC Update, November 2013 (http://media.ifrs.org/2013/IFRIC/November/IFRIC-Update-November-2013 html#2)
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One Board member asked about the currency issue in relation to multinational companies
with several currencies. The Project manager responded that, according to the amendment
proposed in the 2012-2014 cycle of the annual improvements, the discount rate should be
determined in the same currency as the liability (if there are multiple currencies there will be
multiple discount rates).

PPN MYV DN Y3 INY 12X MPAVN ADNA DXTNYH NMNPNND 1Y TVR MY’ [ IMYd
ORIV NIYY YVINDT NAY 919 AT PIY .MAPTINNN YAVNRD DIRNND

VI NI ,DOTNR YAV MR MOVIN NINYWIA PNPAN NPY NPAPY NoNINN NINRD N2YWNN
NN DTN NIPON JPRA

The Committee agreed with the Staff’s proposal that in determining the discount rate an
entity shall include HQCB issued by entities operating in other countries, provided that these
bonds are issued in the currency the benefits are paid. The Committee also agreed that it
should recommend to the IASB to clarify paragraph 83 of IAS 19 by deleting the reference
to “countries”. There were no further comments raised on the proposed wording for the

amendment in IAS 19, as presented by staff.
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“deep and liquid markets are defined as markets where participants can rapidly execute

large-volume transactions with little impact on prices.”

VN PMIYY PIVN MYTI ,MPOYR MV MR P WY ROV VPN RIN T NITIN PN
NPY PN NRD DNNNRD W P TIanY 1o nwya *Emst & Young (EY, 2012) Sv qnona

277 4 Tyaand EY BIS Hw Y"1 namana

The Bank for International Settlement defines a deep and liquid market as follows:

® A liquid market is a market where participants can rapidly execute large-volume
transactions with a small impact on prices.

® A deep market denotes either the volume of trades possible without affecting prevailing
market prices, or the amount of orders on the order-books of market makers at a given time.
Mpna ,BIS H» nmann wrIa nyoinw “deep” nHIMN NVNWIN NMNYRIN NTIPIA D 1Y DIVWH IR
,oMNN %Y PavnY *Han YRaY INNY INDNI N NR AN PNy PIVYY NOIIN NNIVA NTIPIN NADI)
PR 279 RN NNIVN NTIPIN DY N'YaN .JIN1 N1 PV YVIY >v MTPa M901 MTIPAN NINI DR IR

RDY M ORIV NIPNRN I NN DY HHI YHAYN IR INDN NS DN DMIPN RXNH MIVAR
PV DIV YWY MYRNRI RDY NI PIVA DPPNN N7IRL INONN 217 PV PIY MY TITRY MIVAR

LN NPWY I TN VYR 1IN 123p MRMN ,0TC 2 0N YRV PIVD NI R INDN YV

.BIS % 1172 pnyn ,1vn nITn oy nomwnn MmN nITnY 0Mnn 1R 129

NTIPAN 9T P2 IWIP RIN 1OV DN YV MPNIN DTN PIYY RIN AR Y0IMNMDT INONN MINN PIY
WIDTY PORY XD AT I IIMYNYN MNia 0NY 19WN HTNY PINYNn YPYN Lnnn nTany
D12 DN 1YY 129 ,MTIPAN 790 YV INY MPINY GRI NIYWHWN ,NNVN MIVIN 1IN MNR
YIPVN NINTPRN NINADA NNIN NI PPYN .IM? IXP JAT NP NN NINDIN MNIAY YD INY
73920” YIPYVN ,NMYY ON MYTI INDN MY HY PN YINIAL PIAIRN RIM ™1Ya0 nYa”
DMYW PINAY NN MYIN DY MTIPON 1902 INW NNIVP MINY INONT MRND DR Hxe

J(Demsetz, 1968) D*wWN NNIYN TIY NIDIVAN NINTPRAN MITDI NTYINMD NIIN I IYAIN .0NN
The cost of ) "NyToRN MYY” 98P P12 NI MND NYWIIN NYINN NADNN MYYN NR NION TVR
JINA 911 ©INY MY HIN ANV NN T MYYY Y33 ,19Y (immediacy

WANNY MNII PN MIPNNI MRPOY NN YRIY DWPIN D27 DYPYN DIPNYI NPIND MApna
PV PMIYI MYMY PHRR TTAN DAXN IR 129 .(NYTND NN DR DYV DINN DH ,0N) PNna

* BIS: Recommendations for the design of liquid markets, Committee on the Global Financial System Publications
No 13, October 1999.

* Ernst & Young, The meaning of market consistency in Europe, 2012.
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NMT ,9392-1IPNN ,ANTN 1202 HRIWVN NARN PV PRIY DRI NYRYND ,1.2.17 PDI IMINYRY 1)
NN PINY PIY MION 1MITHIY MPTRI TTNIY MY IR PINY PIY 1ITNHIY MITN1 7T7TMY MY
DDIAN NINIP HIY TPV TVRI ,AIRNVAN PXIAN JOR DM MPTAN NRYYI 91D INRNYN 191N

:EY v 9pnnn n"7 Yy
4 MY

CEY »a9) pny mw 07p RY IR 0P 112 MY

2.1

D9INY MY’ PR 102 NN "DINY PIVT OMP N2 MIYN
ovor L1 mp .1

511 2 2R .2

ro .3 Mmvma 3

wopn 4 yv 4

P9 5 MNP ot LS

MRNIVH MIAVN N7AR YV PI1Y HY DLINNI - NP7aVY MM .6

1 7

Eurozone @

.5 MYa1 nvMon ,0”vva DY) Drarn 1Y T’ ,Eurozone -2 M990 MPTNN NNYWI TURI
5 mb

Eurozone 2 m"%in marn

IFRS Pension Discount rate, Worldwide survey of current practice, Ernst & Young, June 2013 :1pn ®
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Nominal GDP, World  Relative GDP of total  GDP per capita World

Adopted Population (2011-01-01) Bank, 2009, (million USD) (nominal) Bank, 2009, nominal (USD) Exceptions

Austria 01-01-99 8,404,252 384,908 3.09% 45,799

Belgium 01-01-99 10,918,405 468,522 3.76% 42,911

Cyprus 01-01-08 838,896 24,910 0.20% 30,966 Northern Cyprus|a]

Estonia 01-01-11 1,294,455 21,854 0.18% 16,883

Finland 01-01-99 5,375,276 237,512 1.91% 44,186

France 01-01-99 65,075,373 2,649,390 21.26% 40,713| New Caledonia
French Polynesia
Wallis and Futuna

Germany 01-01-99 81,751,602 3,330,032 26.73% 40,734

Greece 01-01-01 11,325,897 329,924 2.65% 29,130

Ireland 01-01-99 4,480,858 227,193 1.82% 50,703

Italy 01-01-99 60,626,442 2,112,780 16.96% 34,849, Campione d'ltalia

Latvia 01-01-14 2,008,700 28,374 0.23% 14,126

Luxembourg |01-01-99 511,840 52,449 0.42% 102,471

Malta 01-01-08 417,617 7,449 0.06% 17,837

Netherlands |01-01-99 16,655,799 792,128 6.36% 47,559| Aruba
Curagao
Sint Maarten
Caribbean Netherl.

Portugal 01-01-99 10,636,979 227,676 1.83% 21,404

Slovakia 01-01-09 5,435,273 87,642 0.70% 16,125

Slovenia 01-01-07 2,050,189 48,477 0.39% 23,645

Spain 01-01-99 47,190,493 1,460,250 11.72% 30,944

Eurozone 335,120,526 12,460,362 100% 37,535

VA1) ININN 102 ,NNNTY ,NVYNM PNVOR [,17A0Y ,1PPAIYD NI MITN PA DYTINN IR MR Hp
qR1,30 Y 1YY 117V ININN JN2,NAVTIPOI NAIPNRN NHTPR MPTN P27 MW 91T 20,000 N NI
v M993%0 NN 122% Y0190 NVPDN KV YT MNAN NTN P2 VPN NRY NIV AT 998 40
ToNN2 PINRND PMA NVANYN RYY R ,WH1Y NDIINM PIVD PRIY 172 721N DRNN R¥ND MANY
MmN 5 31 ,"pmy pv” mMITina My 26 Y910 DxINN 72T YV MDA INRNVIN MINNIN

Uy RY w7 1IN

%v Global Financial Development Database (GFDD) -n 9 voann »nwnnwn 12 02inin Ton
TP 1960 MIWN HYNN MITN 203 YV NPDIPS MITYN YV DIYMIY DN HI1 T TON NNYN PIan
1032 MM P2 MINARY DPVINYT NPAY D91 DPYN VR DIANVN MAIYY Y915 D2IMN ToN 2011
nrnay ’¥nn NP 399 (Cihak et al., 2012) piny 1R PIwA §02 NYRI a5 ,PINY PV DYPNN
93 NR 9Y9100) 4 MY 29 HY MNIAPN NVWH MIPNVNN MITAN DRN NPT NYRIAY NINRNVAIN
DY D”YI9I-1IPN DINYWN D0 HY PNAIN JAIRD N T NV (5 MY VNANI IR VI MITH
13 DPVDVVD DAV YY NTOPN PN NN MINAY DPVINDIN DANWNN NPT RIN VNRNN PN

I DI MIPNT NITO DRNN ,DINYA 172 TN MY DRNN 1TYN

NIAPY ARNYWNL NNR NP YW DYARNA NINIAY DINVNM DY DPVDVVD DANIAN NP
o7anann TR (Classification) 111% D7Nan Yw NNAwNI DYOR ONPNNY N2 NYYIN2 VR ,NINR

MY W NI PN Nan nR Y¥ad nn Yy Discriminant analysis X170 9012 02002177 D900
NIAPY MITRAN NNR Y9 NP0 TWRI ,PINY 71V TIIOM MY N0 YN MR 990N YV DM

DR PM2pY N7 D YY DTN Nan NprTan LEY YW 00 PR 7 Yy At napna ,urIn ;T

DPTPVYN M0 YV 937 NYwab NN IR K1Y MR YY Altman (1968) wanwn 12 19v 0279 1210 N1 jnan ®
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VN NXAPY ,PINY PIV DYPNN 112 MPTNN NXIAPY NIPY (ORIY? RI) DITRI 1YY RHW NN
AP DR TOYH ©Y IRY 1M NYVDIVVD MIN'IN YIAPY 171 RHY IR ,PINY P PR Na

ninN”a 0»vMvIn panwnn 3.1

NAN PN PIVD PNIY MINNAY DTAYIN DINYWN NN ,NNRI 5NN NINRNVAD 11NN DW? PN
90N NMRY 19, DINWNNN PYN2 MPTHIN PONY DINM ATYN YY M2ON DIANVN YV MaITH
NNXNVRN NNOVWIN THINN DINA .DNNDN DINYA P2 M) DRNN IR DINR DAINWH YV MpHRamn

J91% 6 MHYa DVMANN DPVINDT DANVN VWYY

6 MY
Discriminant analysis mn’1% 101219 Dnwn

Outstanding domestic public debt securities to GDP
Outstanding domestic private debt securities to GDP
Gross portfolio of debt assets to GDP

Stock market capitalization to GDP

Financial system deposits to GDP

Liquid liabilities to GDP

Sk L=

.2 NADI2 MIRXN) DINVNRAN TNR DI YV MYIaN MITIN

5% DPNIRNYN DNOWIN PIR MINAY 5710 DINYNRNN TR 93 S NYVINYIN DR YNNI mn Sy
Not ) pmy p1v MIoN NNV MM (wIna Deep 19n%) pmyn pwvn My 5mn SR

:NYR DIWINA (RO PWIN) BoxPlot myxnra (Deep

MIPAT PN NNOA DR 18N RONPN TR @
TP¥NN DR 1780 RDAIPA TN NNVA PN @
DPIN 7251 ;9012 N2INY/NMAIN XN DR PP¥n (INNM) 199 v Tip e

3-HY 1.5 P2 RN (PONNN IR) ]PYHYN PPN IPNINY D1IN AR NP ° -1 NINMDNY NYaxn e
21917 P20 NNVN DY

DAY 3-1 INY (PNNNN IR) JPOYN PPIINN IPNINY PN AN NN F -1 NINIDNY NaNn e
2113 P20 NNVN

,LM0PN MY MPTNN YW DPVDVVDN DIIPARNN NNYH 12 19IRD DR ARIN 197D 8 DN
2007-2008 ,(}"9 712 MRIN NAPN) ,2004-2006 :MAIPN NN VIYVA ,HRIY HV 191 ,;ny RYY piny
2NN Y021 MY INVRIN NAIPNIY MRIY HP .(12WNN INRY) 2009-2011 -1 ,ORIVRD 12VN NMIY)
IR, PINY PV RHY” MITTIND MPTRIY 1Y AMT 1°0 YRIWI 37nnY omra (NnIxnp N7aR) maan
10191 YRV NOR MR HY NPT NNV PINN AT NPYY DY INY MIMRND MNPNN 'Nva
TPOR JPDIVDIR DY NMIPIND NYaxny 2% DwH MR pIyn piwn M Hv Mmyain oinnd

.17 V1791 TYVNNA ONYNR

2070y



"nY-97p 0N

5.5.2014 2% 1T VYV

8 DVIN

Outstanding domestic private debt securities to GDP (%)

1207

1001
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Outstanding domestic private debt securities to GDP (%)

YearPeriod
2003-2006 2007 -2008 2009-2011
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o Q
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o) United States Iretand
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]
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* Australia
* ) *
Australia Australia feAustralia
*
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-
=2 || O
= _ =
Poland Poland Poland
* * Poland®
Poland Poland
T T T T T T T T T
Mot Deep Desp ISR Mot Deep Deep IZR Mot Deep Desp ISR

WVIYY 29 YY ,pny RHYM PINYN ,IVN MPTRY ARNYANL HRIW? YV IMPN NR NMN 9 DWIN
HRIW AT TN Y QRY MIRIY Yp .37nnd ona MMIBRA 2INN 0 P2 O Y 9" Mapnn
VY 102 MPTHN RN YYN VYN R L,PINY DIV PR NI MPTNN YV MNYIIN DINND HPN NRIN)

9 D'YVIN

Outstanding domestic public debt securities to GDP (%)

MY
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Year Period
2004-2006 2007 -2008 2009-2011
;’_:': 25077
o
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wn -
8 wo
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Mot Deep Deep ISR Mot Deep Deep ISR Mot Deep Deep ISR

onY »7NNY YDA NIIPYNI MNTPAN O P2 NN YA HY HRIYW HY NMpN NR M1 10 DWIN
PIVN MPTN HYN NRENI HRIY MAIPNN VIYY THIRYY MRIY N2 .1HY3%3-19pn mbm Yy monn
mMonN»nNnn NXAPY DM’ NN NN INRYHVIY ,YIVDIR YYN D) DIVIN PHNY ,)Iny-RHN

YN DIV DY MPTNRN JPINY 2177 DIV 217 IRENI HRIY? 1YY
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10 DYYIN

Financial system deposits to GDP (%)

4007

200

200

1001

Year Period
2004-2006 2007 -2008 2009-2011
Luxembourg
* Luxembourg
*
Luxembourg u .
* Luxembourg

8_uxembourg

Luxembourg

Cyprus
=]
Yprus
Australia Aiﬁ"alga o
ol o] UST]
Australia — O - Australia -
Australial
? % Mexico
Qexico
Mexico
T T T T T T T T T

Mot Deep Deep ISR Mot Deep Deep ISR Mot Deep Deep ISR

broad 2179 MNON M1 NIN2PNNN YR ,”7HPNY MY NININD P2 DD DR IRIN 11 DYVIN

PINYN PIVD MPTNY AN AMT HRIW? AT TN 8% D) (2 NHDIA VIT’) M3 -5 MM money

Liquid liabilities to GDP (%)

Liquid liabilities to GDP (%)

11 DYYIN

Year Period
2004-2006 2007 -2008 2009-2011
Luxembourg
4007 * Luxembourg
. 0 o
Lux:mbow 9 Luxembourg
8_uxembourg
Luxembourg
3007
2007
China
China
o]
100 — = -
o
T T T T T T T T T
Mot Deep Desp ISR Mot Deep Deep ISR Mot Deep Deep ISR
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YN pPRAM 19IRA NN HRIYWY AT TTN A% AN NYIND Piv MY Pav YN NR M1 12 DWIN
7MY 7Y DY MY PR PNRTH YT 92WND NOPNA ;2004-2006 P2 PINY DIV JPRY NMIYTNN
97713 IRY YA ,(2007-2008 12 MIYAT AN DINNA NOANN NR IRI) PINY PV (PRY MIrmb
2V YYD NP NRYNI HRIY 72VNN INRY PINY PIY” JPRY MPTNN 29p2 AT TN HW 1MYrwa

MTINN MXAP MY YW Mpad Pan onnn

3007

2507

2007

150

1007

507

Stock market capitalization to GDP (%)

0

12 DYVIN
Stock market capitalization to GDP (%)
YearPeriod
2004.-20056 2007 -2008 2009-2011
Switzerlanc
*
Switzerland
o
Luxembaurg
Q
Ewizenand Switzerland
Luxembourg Lu>?embourg
tzerland
Australia
° H
T T T T T T T T T
Mot Deep Deep ISR Met Deep Deep ISR Mot Deep Deep ISR

5Yn 1apY 19182 NN HRIVIW MIRIY N2 27INY DNYA 23NN Y02 O P2 DN NR IRIN 13 DVIN
PIVN MPTN SV MMPIIN DINNN NPNNNDY L,PINY 71V MIDN TNV MPTRN HY YN 512N

7nyn
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13 DYVIN
Gross portfolio debt assets to GDP (%)
Year Period
2004-2006 2007 -2008 2009-2011
500
Ireland
+ Ireland
*
% Ireland
o 4007 +*
a
U]
=]
F=1
H
2 300
ﬂ Cyprus
% et Mattal
alta
b~ o - Cyprus Malta
.2 200 Malta LI
s o o] Malta
£
=]
o
wn
n
e 1007
o
Australia
— o) —
- L] = = - ztralia
T T T T T T T T T
Mot Deep Deep ISR Mot Deep Deep ISR Mot Deep Deep ISR

NRYNI HRIYWY 1 R¥N PV PRIV NPPTIY DYDIVAN DINWNAIN TNR Y31 7 TnYn YY5w mnin
NP2 NRYNI HRIYW? 2009-2011 DNAVWN P2 ,0792 91NN PIWD NXIAPY MIPWA MITNN N1IPa
RYY MPTNN YW 1PYXNN TIVN PRI J9IR Y921, 00NVNN 2172 PINYN PIVD MTH YW PIND TIVN

Ny ;v

Discriminant Analysis Y000V0 NN’ .3.2

mMoYa MPTNN NXIAPY PNIN J9IRI NIV HRIY? DRI PN NI HY 295 01H%I DMpa PINY 9
Discriminant Analysis NRIpPIN NPVDVVON NNTINAL NMVNNV ,NIVD NP IR PIY P
JIIRIINT NN WANVYAY NIRT DT TVPNL NVPYNY) 077200 DNINVAN 19002 NVNNYN TR (DA)
DA -0 .9RI1 MDY MXI1AP INY IR DPNVYH NPAXN YV YMIINDN MO YRAY Min HY (predictive

NYNNYN NMTRINNN ,ANY INRDY DIRAIND DANWND PN VINYY PN NMIRDY I8N INa
1210 N1NAN RPN (NIXTDI) WRIN ITTHNY MXIAPY DININ NP0 NNHXN NR PNaY mn Yy na

R¥n Altman (1968) ,nnNT DWY .JAYYW NYNPHRD MNAPY NYAXND YV M HINR MDY MH¥N
100 NNYRN NPYY DYVNN NIV 10 TY DITHN NOTIN INRY IR ,72% -I 7PN 1NN NNYRD MPIVY
PINN_NYaxn Y 0Ny yrav immw RN DA Yv 2ywn pan (Altman (2000) 80-90% -39 YN
NNON AT DITA DXYY) DITHN MNINI DDA HY 1IN T MYTIID NNDIRY MXIIAPIN NNRY DITNY
PINN NYAXNY IR DNIMIN VO Naxn Y35 (Score) ,”1R” NN NIRON PRPNAN ("anT DaTH”

MNP NNR Y39 NNMYONN MAXND TPYWH MIANDNN NR 2WNY N2 18N N1 9 HYY ,03TNnd
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IR PPN PIVD NP OR HRIW? TPVH MNVA NMIIN0NN DR R1Y RN 17000 117950 1Ipna
MYN NNR GRY NPTNRN YV NPD TWARY RY 1PNV MIVAR NNYPY 1210 .pmY RN 7wn nxiaph
4 MY MOVNAND MPTHN Pa M0 YR DA -0 MYRIN 1YV LD PN 19IRI MINIAPD
9PN 99 2y YR HY (RN WM PRID VN 25V ,5IpnNY NoN NYRPNS HY ooanna

Uy 7V’ NXIApY HRIW HY NOPYHI MNIINDNN YV 21WMN PXIAN

mYn ,091 .NYaxnNn P2 MYN-"R NNYpNn 3 NI Discriminant Analysis -0 ,N0NMIPR NN
DYPY DIYN NRN ,NNNDN NITR DY TNy 1970 NN Mna o'v%vo TWRI RYNN NNV NI
MNY NR MPYN ,DIVN THIRY NITON DRNIND DR IWINY MmN Yy .01wn 79 HY 'NITO DRNN
S® YXINN WN PN L,NNY Y% aANN NNNYNIN MNPN NN WMYYY ,2004-2011 ,D3TNI DNIVN
VN PPARN NPT MNVA YV 21X N2IN GR T APIYN ..MAPNN MNNN NNR YO PINa nyaxnn

179 YA MAIPN 'NNY NN .PINY PV 1NA PRY MPTNN NXIAPA NPAXND VYN NIRY

19732 MIRIN NOPN -2004-2006
MNYPN IRIYRN 72WN NOIPN -2007-2008
INTOURN 2VNN MYWIRNAN NOIPN -2009-2011  ®

2”702 ,9"10 MMPNN NN NNR Y3 M2y ,Nraxn viYYy nrnd MIINR oaTna 1T Yav ,100aH
(3 9195 M2 31) 93 NNY NNR DITNA NPAXNN 790N

mnyn 3.2.1

N2V RN NDON (VAN NIXIT 2 + 73) TaYa Nvaxn 75-1 wRNwn DA -0 L7 mYn mRIY innw 9

Pa pnam Y710 o»p 0 RN DA -n V59 (missing values) D'1IMA MONN 1N NYAXNN 18
DINVNN DI NIY ,PINY PV DYP RY N2 MPTHN YRINND PINY PV DYp 112 MPTN YRINN

79912 o NR YR ,Stock Market Capital to GDP 7250 norainn
7md

Not Deep -9 Deep -n n¥1ap 12 DIR2INN DINVND YV DIYXIND NRNVD

Tests of Equality of Group Means

Sig. df2 df1 F Wilks'
Lambda
Outstanding domestic  private  debt
011 & 1 6.858 914 securities to GDP (%)
Outstanding  domestic  public  debt
029 & ! 4.959 936 securities to GDP (%)
.01 73 1 6.795 .915] Liquid liabilities to GDP (%)
.000 73 1 19.214 .792 | Financial system deposits to GDP (%)
.002 73 1 10.203 .877 | Gross portfolio debt assets to GDP (%)
.382 73 1 T72 .990 | Stock market capitalization to GDP (%)
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172 MNWIN 35.5% -3 N1°20M (P-value<0.00) npnan nnn nYapnnw Discriminant Function -n
100% YW 1193 MO ANRIN Discriminant Function -0 YW 1vrnn nndsn Y9 nyna .mxiapn

Mwn JNot Deep -2 BMDY  NYAxNNN 46.7% P71 NRT nMyH  ,Deep -2 NRNDNY M1THNN

:8 ™MY2 MIRIY INIY 193 ,89.3% 1N 110N NNYXRNY YXINND
8 MY

Y9700IR DY — 11N MIRXIN

Classification Results®
Total Predicted Group Membership | Deep Classifier
Deep Not Deep
15 8 7 | Not Deep
Count
60 60 0| Deep
Original
100.0 53.3 46.7 | Not Deep
%
100.0 100.0 .0 | Deep
89.3%]of original grouped cases correctly classified.

" Y 1193 10 RY Not Deep nyipnn n1apnn (15 JiNN 8) M1 Naxny nvy MIRMINA MnNnn
99 1121 MND RY TVR ,1VIVOIR H232 P2 PN MV NPON D INYYN NPTPITR NPNa OTINN
IRINY DYDIVAN DITINN DI VYNI JAD HY ,NVYNY .MINR MITN YV NP0 NR DYDY HTINN
2192 NYY RN 19V L,PINY PV MYPI MTRN NNIAPY NIMY N1AY 1INR PHIVOIR ,DTIPN Y02

9 MYa PI9INY 93 ,7INY RN IVN NP MYV MITHN NP YV YXINNY YYn nanwnn

9mb

R IR PINY P MR 1225 MYIVOIR HY DDA DITTN P2 IRNVN

Liquid Gross Outstanding | Outstanding Financial | Stock market
liabilities to portfolio domestic domestic system capitalization
GDP (%) | debt assets | public debt | private debt | depositsto | to GDP (%)
to GDP (%) | securities to | securities to GDP (%)
GDP (%) GDP (%)
Mean Mean Mean Mean Mean Mean
70.35 3.07 30.39 12.20 39.79 50.30 | Not Deep
118.56 66.57 44.54 37.90 105.42 74.77 | Deep
87.89 11.95 17.08 56.59 84.36 119.21 | AUS

PV MITRN I’ SV YINNA NMYY DI TN Y32 12702 MIMN PHIVOIR LPNANY NIV 19
moya myInn YV yxinnn Syn NRXNI R 1PYIV0IR L0791 (NPNRD N7ARA T250) PINY RO
AXINY DN22 NPIND PV STIN NPVISN N7IRD 1132 DINYWN HY 12170 TWURI ,PINY MY
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- oN NYnY NMNR RN NTNdn Discriminant Function -1 797001 YW 02NN naxn
%9 Score -n YW ROMP DWIN XN 14 DWIN ,NVNNN DYY .92.6% YV mMAIanona ,Deep
DXWIN Y9 HY .MNaPN I YV Score-n YW RDAPN MYWIN 1720 (MAIPN 3 N9 HY TTNI) NHIVDIR

.PINY 7Y MY MPTNN NXIAPY DRNNA TIRN M2 Score NYaAPN NYHIVOIR AT
14 oowan

R IR PINY Piw NXIp T 1HIVOIR YV Discriminant Score -n YV ROM) DWIN

Ireland

Discriminant Scores

-4.07

T T T
Mot Deep Deep Australia

197 ,PINY P1Y MAIDNI MDY M TNN NXIAPL NPIN NAXN 11N MHIVDIRY MITAYN YR MRXIN
MPR’A NRT NRY .MNAIN NMR RN TP 7279971 ,11PNN MR IR NNNYPN 1T NIXIAPA INIRVD

MIND RY RN 11N) POIYNY ININD NND DHIVOIR YV NYaxn 12 Qo1 Discriminant Analysis
Py PIv PR 1N MPTNN NXIAPY RO 7Y pw Mdya myTnn nXapy

51008 NS5 vy 3.2.2

18 MY MAPN IRXNI NPAXN 72 193NN TWRI DA -5 10100 (1DI0VDIR RHY) MmN nyaxnn

9720 0»p 0 AR 10 MY2 DA -0 vYa  (missing values ,0°3N12 TONN 2PY NIND NPAXNN
DINWNRN 93 MNIY LY 7Y 0P”P RY 102 MPINRD 7INY pIw mMOHYa myTnn vyXInn Pa pham
WD L,pnam 1 RY 199 oMpw ,Stock Market Capital to GDP  nys 5 25 Dywi v1921 ,D'R2IN0N

.0=0.1 112y pnam Nnwn
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10 MY

(M908 RHYY) Not Deep -H Deep -0 n¥12p 122 DR2INN DANWNN HV DIYRIND NRNVN

Tests of Equality of Group Means
Sig. df2 df1 F Wilks' Lambda

Outstanding domestic private debt
.001 70 1 13.183 .842 securities to GDP (%)

Outstanding domestic public debt
087 70 L 3.012 959 securities to GDP (%)
.012 70 1 6.615 .914 ] Liquid liabilities to GDP (%)
.000 70 1 21.871 .762 | Financial system deposits to GDP (%)
.005 70 1 8.578 .891 ] Gross portfolio debt assets to GDP (%)
.078 70 1 3.206 .956 | Stock market capitalization to GDP (%)

172 MNVAN 45.7% -3 Naom (P-value<0.00) npnam nyn nnonn Discriminant Function -n

Mo MNRIN Discriminant Function -n Y9 7879110 .011WRIN MiNYA 35.5% 2 IRNWN) MXapn

-0 NXIAPY MWD NYAXNN YV 121 N0 66.7% -2 ,Deep -2 NHNDNY NYAXNIN 100% SV 1)

J909 11 MY VNHANI ,NANHRN TINR 94.4% -3 HY TMY 9931 NPON 1INR TWRI ,Not Deep

11 MY

YIVDIR RHY — N MIRNIN

Classification Results®

Total Predicted Group Membership | Deep Classifier
Deep Not Deep

12 4 8] Not Deep

60 60 0] Deep Count

15 9 6 ] Ungrouped cases -
100.0 33.3 66.7 | Not Deep Original
100.0 100.0 .0] Deep %
100.0 60.0 40.0 ] Ungrouped cases

a. 94.4% of original grouped cases correctly classified.

DIV DIANWNRN YRINN 29 HY RIN MY NVNAN ,MHIVDIR RHH MNVN MXIAPY HRIW NRIVN
19N DYMAX ,2009-2011 ,ANINRD 1MIPNA IPKYAYT HRIW YV DMNMWA DTTRN D TNRON Mdn
NR D2YARNA DY (NVNYN 2179) AN DAY ,PINY PV (12 PRY MITHN YRINND "MPNVN

.PINY PV DPP N2 MPTNN
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12 MY

PRIV (MHIVDIR RHH) NPON MINIAP YV NN DYDIVAN DIANWNN HYRING P2 IRNIVN

Financial | Outstanding | Outstanding Gross Liquid
Stock market | system domestic domestic portfolio liabilities

Group Years Range | capitalization | deposits private debt public debt debt to GDP

to GDP (%) to GDP securities to | securities to | assets to (%)
(%) GDP (%) GDP (%) GDP (%)

2004-2006 35.95 39.86 11.78 29.18 3.17 45.95

Not Deep | 2007-2008 54.30 41.05 14.51 31.66 3.17 52.03

2009-2011 47.46 47.85 18.71 31.57 2.09 59.50

2004-2006 64.47 83.92 31.67 38.32 40.86 92.29

Deep 2007-2008 80.16 94.17 30.87 35.33 46.64 105.31
2009-2011 48.99 99.78 35.13 44.67 49.69 112.07

2004-2006 83.48 84.82 11.13 40.64 13.33 93.39

Israel 2007-2008 114.02 88.07 18.86 39.73 12.67 97.81
2009-2011 83.03 89.54 26.09 44.84 11.71 101.84

Smwin mnan nprra 3.2.3

:Low Multicollinearity -n nnan .1

DXNRIND DXR1IN DINYN 7901 12w axn ,Multicollinearity 01 n»ya NN MI201 INT Y2
-1 NNTRIY DIVN NRD DX NNTXIION YV NPDN PN  NNYH T PP JVRI DA

NRXYNN T YA ,0191 on DwY Covariance - N¥MYN HY novann Discriminant Analysis

» Amn R L Discriminant Analysis -0 9 M2WNN MNNHN NNR DR DIMD RNY DIVN

.DPR2INN DINYNN P2 N2IN1 Multicollinearity nn»p

Financial System Deposits to GDP nanwni 12 1max n'xYp nn»p o mRIN mnin RN

DMVNN I Pa NYRH NP NR V9NN 13 M2 PNand Y *ad Liquid Liabilities to GDP -

R MoYnY Y% 199 NP2 MY NaYMIN L0.911 YY NTMY YN DInwnNn Y Pa wRvmpn
210N MIRNIN
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13 MY
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DYRIIND DINVNAN YV NPXRINP NXMIVN

Stock Gross Financial Liquid Outstanding | Outstanding
market portfolio | system | liabilities domestic domestic
capitalizati debt deposits | to GDP public debt private debt
onto GDP | assets to GDP (%) securities to | securities to
(%) to GDP (%) GDP (%) GDP (%)
(%)
Outstanding domestic private
244 133 -.129 -.144 .084 1.000 debt securities to GDP (%)
Outstanding domestic public
-.020 -.159 439 .358 1.000 .084 debt securities to GDP (%)
181 .250 911 1.000 .358 -.144 ] Liquid liabilities to GDP (%)
Financial system deposits to
114 .246 1.000 911 439 -.129 GDP (%)
Gross portfolio debt assets to
-.052 1.000 .246 .250 -.159 133 GDP (%)
Stock market capitalization to
1.000 -.052 114 181 -.020 244 GDP (%)

DNV PPNV NN .2

nMY) Covariance N N¥XVN D HIMN N11d NN Discriminant Analysis -1 nMTIM9
poon Discriminant Analysis -0 V99 .NMIYVA NPON MRIAPN NNR HIH MY (MOMWN-MNNV)
N2ND MRXIN NNV MRIVN NY P2 PNVA NIYYH DR P2 IWR ,Box's M 2007000 jnan
27NN NIa D prond I RY 3% (P-value<0.00) »vorvvon YW PR HTIN HY MTYN

Ralaliivlslal

14 MY

NNV NRIVN PPNIY NIYWN Np*1aY Box's M jnan

Test Results

155.908
8.564

Box's M
Approx.

15 df1
1498.772
.000

df2

Sig.

Tests null hypothesis of equal
population covariance matrices.

:7WRI Discriminant Analysis -1 Y® NavI NXIN NYRIAIVHN MRNIND NIRD

Liquid Liabilities IR Financial Systems Deposits to GDP Danwnn TnR nr¥n 1mad v X
Liquid nx ®¥n5 nmen nodnnn nr napna .Multicollinearity -n »iond nin %y to GDP

.0V Pan Y% pn MY MY VP NNa RINY Dwn Liabilities
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NYMYN A% NPMYN NI ©oa YY Byam Discriminant Analysis -0 jnan IR W PIAY W .2

(Separate Group Covariances) 72wn NNAPN YV 1N NNY MRAPIN NNR Y3 SV NMNMYN

Separate Group Covariances 712y Liquid Liabilities 855 mxyin  .3.2.4

an Valid 100 72%2 nyaxn 74-3 19100 9wRI DA -H 101010 (M9700IR RHH) mMamian nyaxnn
9720 o»p 03 RN 15 MY2 DA -0 VY9 (missing values) D’IN12 7ONN 2PY NND NPANNN
27 MY L,PNY PV (N2 0Yp RYY MPINY Iy ;v mhya mrIn Yv yXIinnn Pa phnam
MaY) PN NnY 1P IWR MNwn N Stock Market Capital to GDP  nys .0'R21n0 Danwnn
Sv Ny apnyn nrna JP-value=0.1 v nm1a P31 pnam Domestic Public Debt 191 ,(0=0.1
Deep -n nx12p 172 110Y NP2 DYAWND DINVYNNY INRIN Structure Matrix -n 8% DINWNN

(Discriminant Function -0 oy 71°%971pn N3N 0»Ixno3) ;030 ,Not Deep -2

(0.751) Financial System Deposits to GDP (%) .1
(0.568) Outstanding domestic private debt securities to GDP (%) .2
(0.473) Gross portfolio debt assets to GDP (%) .3

15 MY

Liquid Liabilities »1922 (77570018 R5Y) DIR2IND DIANWNN YYRIND NRNVN
Tests of Equality of Group Means

Sig. df2 df1 F Wilks' Lambda

Outstanding domestic
.001 72 1 11.764 .860 | private debt securities to

GDP (%)

Outstanding domestic public
100 2 1 2775 963 debt securities to GDP (%)

Financial system deposits to
.000 72 1 20.526 778 GDP (%)

Stock market capitalization
12 72 1 2.594 .965 to GDP (%)

Gross portfolio debt assets
.006 72 1 8.150 .898 to GDP (%)

172 MNVNN 33.6% -3 N1Paom (P-value<0.00) npnam nyn nnonn Discriminant Function -n
YV NYAxNIN 91.9%% YW 1121 NPO ANRIN Discriminant Function -n Y9 noxmHnn .mxapn

YO0 NPON 1INR VR ,Not Deep -0 n¥1ap Yw nyaxnnn 1121 Mo 75% -9 ,Deep -0 n¥1ap
D2AINVWNN P2 1210 7PXDP IRIN DINWND DY NYRINPN NRMION .ANYRN TINR 89.2% -3 HY TMY

.n»pnn Low Multicollinearity -0 nmnw 7
PO 1IN0 ,HIVOIR RYY DA min 3.3

qr ,Not Deep -3 1'p21901 1712150 NR anon DA -0 971 3 1IRIN,DTIPN YDA MRXIND TYNNa
172150 Sw D»VIYAN DITINN YV NPYn NrNaa LEY n"T 09 Y Deep -3 nanona jnw 0o Yy

-0 NXIAPY NV NN MDIP YR MPTN D 727 1R ,Deep -n NXIAPA MPTNN I KN pAIvD
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D»D1AN DITTAN 2172 .16 MY DVINNY NNV 293 NIN1Y D»0Ivan 071NN 931 Not Deep
9nna ,Not Deep -0 n¥1apaw myInn Imn? »pxinnn any mami R 1’pa1vo) 1711190 YY MRXINN
1mreIN Gross Debt Assets -1 Financial systems deposits : D771 2w31 ' DR ,mMNYN Mapnn
AN PRINND 1271 19N MPINT M TRN 'NY ,NRT DY T° Not Deep -n n¥1ap yXINNN INY MM
NMPIN NYaxn (10 PPV 17IY0 D 937 IR MRNIN N0 HY .Deep -n n¥IApa MTHN
YR My Mo nwYnd .Deep - 7wRnN Not Deep -0 n¥1aph any mnRnn 10 19v ,03TNa
PNV NYAY 1NN DRYN NP RHR ,0PDIAN DNIARN HY DOIAN R Deep -0 nXIaph

APDN NWITI L DOTIPYY NININNNN PIVNY NNTH PIVNL INPRD VNN DY DIPINYN

16 MY

NYON MR HY TN DPVIVAN DINVNN YYRING 12 IRNIVD

(PMYn PV MXIAPY IRNVWNL NPAIYDY N72IYD ,1PVIVOIR)

Stock Financial O‘ijtstand_lng Outstandllng Gross Liquid
Years market system .omestlc domeSt'C ortfolio debt | liabilities
Group R e ySte private debt | public debt P
ange capltallzatolon deposﬂos to securities to | securities to assetsoto to ?DP
to GDP (%) GDP (%) GDP (%) GDP (%) GDP (%) (%)
2004-2006 36.46 36.85 9.38 29.45 3.47 65.15
Not Deep 2007-2008 64.62 39.53 11.85 30.35 3.37 68.05
2009-2011 49.84 42.99 15.38 31.37 2.38 77.85
2004-2006 81.60 99.25 37.04 44.75 70.78 109.26
Deep 2007-2008 91.83 111.32 41.65 45.10 75.72 123.13
2009-2011 64.96 121.29 44.19 50.66 66.32 134.95
2004-2006 122.72 70.52 51.83 14.11 9.07 74.10
Australia 2007-2008 123.85 87.20 62.75 12.23 11.88 90.68
2009-2011 111.06 95.36 55.20 24.90 14.91 98.89
2004-2006 26.72 51.54 4.71 17.40 5.98 54.49
Slovenia 2007-2008 43.78 49.97 4.63 14.64 25.15 56.86
2009-2011 20.64 56.30 6.48 11.05 25.12 66.48
lovak 2004-2006 712 49.78 2.59 23.22 5.80
gggjbnc 2007-2008 7.13 49.26 4.41 20.83 5.74 .
2009-2011 5.06 54.28 5.35 28.85 30.15 65.39

DYXINND Y MPaVn 10 199 ,DA -0 97N nTmRa 00 MY 519 Deep -3 198 My YV 1o
1% 13 MYHY 16 MHYa MRIND P2 IRNMYNA .Deep -N NP2 INYNIN R™ HY 1pNN NYVOD
nMYY pAYDY 1Y NR NYN1D WK Deep - N¥IAp YV DYXINNL 1221 HTAN DYP 1D MIRIY
711 Financial Systems Deposits minwnn May ,nwnnn owh %R mTn 8YY Deep -0 n¥1ap
NR DRININ TWRI 121.29% -2 99.78% -nN NNY Deep -nN n¥1ap YV yxInnn ,2009-2011 DIV 2

.Deep -n n¥1apn Mpa1vor 712190
5w Y N AR Haph nn HY 5N myTnn ®RYS qon DA min yia 1OR mMR¥IN 0o Yy
nm 5y Liquid Liabilities to GDP nanwnn K52 230 19 03 momn DA -0 SR H» o

.Separate Group Covariances - N2 191 ,Multicollinearity -n »anmnY
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1P2150) 1723150 ,7175900I8 KOS minvin .3.3.1

NPAxN 68-3 123NN TR DA -5 101010 (17p21YD) 7712190 ,iHIvmIR RHD) MmN nyaxnn 86

17 mbYa DA -n v%9 .(missing values) D2IN32 970NN 2pY NN NYaxnn 16 I Valid 1300 7a%1
PV 102 DYP ROHY MPTNY 7Y 71V MHYY2 MTN YV DYNINND P2 PN YTIN DPP 0D IRIN

N nyd IR Stock Market Capital to GDP 72y vi91) ,0oR2100 DINWNN 117 My piny
T NI pRam nnY 7p IR Domestic Public Debt by 15 91 ,a=0.05 M2y pham mnwn
DINVYNN (XM RY) Structure Matrix -0 A0 Yy ,NRT DY T .0Tpn DA -h mina nmyh
Financial System (%) :17» nrn ,Not Deep -2 Deep -0 nx11p P2 »1oY INya Dy avnn
-1 (0.534) Outstanding domestic private debt securities to GDP (%) ,(0.651) Deposits to GDP

(0.395) Gross portfolio debt assets to GDP (%)
P2 MNVNN 47% -3 naom (P-value<0.00) npnam nn mnoan Discriminant Function -n
NMINDNY NPAXNIN 98.2% YW 1123 NP0 NNRIN Discriminant Function -0 YW 78190 .mxapn

%Y MY 19931 NN 1INRY ,Not Deep -0 nXI2pH MI»WR NPAXNAN 1193 M0 100% -1 ,Deep -2
70 DANWNA P2 NN RDNP IRIN DAINVWNN YV NPRYNPN NXI0N (1) INYXD TINR 98.5% -

.m»pnn Low Multicollinearity -0 nninw
17 MY
Not Deep -2 Deep -n nX12p P2 DIR2INN DINYNND HY DIPYXIND NRNVN

(MP2150) 1712150 ,1HI0DIR RHY)
Tests of Equality of Group Means

Wilks' F df1 df2 Sig.
Lambda

Outstanding domestic private debt

securities to GDP (%) 798 16.667 ! 66 000
Outstanding domestic public debt

securities to GDP (%) 946 3.741 ! 66 057
Ezfnmal system deposits to GDP 797 24779 1 66 000
(S()}oo)ck market capitalization to GDP 939 4.992 1 66 042
g/zt))ss portfolio debt assets to GDP 878 9132 1 66 004
Liquid liabilities to GDP (%) .894 7.809 1 66 .007

1WVIM SR Y® Score -0 awn 9"n Discriminant Function -n Y9 mxrxnn o Yy
ROOIPN MIVIN P2 ARNVA IRIN 15 DWIN .PINYN PIVN NXIAPY HRIY HV NNPDY NN

200 MRAP N YV Score - YV RDAPN MWIN NMYH HRIWY YV Score -n HY
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15 DYVIN

R IR PINY PIw NXIAP TN HRIW HW Discriminant Score -0 Y® R0 DWIN

(MP2150) 1712150 ,71PHIVOIR RHY)

3.000007]

2.00000-]

1.00000-]

RUNO iy
-1.00000-] i

-2.00000=]

Discriminant Scores

-3.00000=]

T T T
Mot Deep Deep lsrael

19IR 9321 ,71NY PIvw MY MITNRN N2IP2 R¥M I HRIW YV Score -N '3 MIRIY N7 D*WIN2
587 YV MAANDNN .Y PV RYY MPTNN HW RDAIPH DWIN HV NPT AN NNV YN NN
.2009-2011 DNIWN 12 (1) 99% -2 YYN 13°0 Deep -N MO NXAPHY NINYY NND

P2150) 1222150 71757008 855 SNTw? 10D . 3.3.2

mMPTRAN NNR 93 YW ANPDY NMPIANDAN NR ARIM ,PINYA PIVD MPTH DR 77 7M1 16 DWVIN
TN PINY IANDA PATY (TPNNR DYTR 1) HRIW? 73 PRany ima gntn 1R 18 Y Deep -0 n¥I1apy
NP1 YR LN PRI YRIW YW N9WN Nmn DR MR N2 07192 .Deep -1 MY NP
HRIWVY MPONRN DR MPINN YR MRIN 2MPHRN PIVA 9P DIAN NP NYavn Mapya npya

DYDIVAN DTN HYXINNY ATIIPN R DY :PNyn MIYH MIPVN MPTRN NXIAP PN NRINI
LDITRNN PYOY 1IAYD NRNIN INRYD) 9271 19IRL DT PINYN 7IvN NP YV DYXINND

2009- DIVN 72,0791 .pNAIMN 19182 Deep -N MITN N2201 NRY¥NI HRIY MIMIANDN NININ

,TI%9 100 MIINR MR NMYY Deep -n N¥Iapyh WYY INY 1M MIINDN NYYA HRIYY 2011
(NNRNN2 0.99 -1 0.98 ,0.92 YV MNIINDN) MHVIRI NV
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16 D*VIN

AP MPINRN INYY HRIY 12 DEEP-n naph »1oY nmaanonn Yv aRNwn

(MP2190) 1712150 ,7HIVDIR RHY)

1.000-]

0280

02607

0.2407

Probabilities of Membership in Group 1

0.920~

——————

0200

]
2004-2004

|
2007- 2008 2009-2011

Years Range

Country

— Austria
Belgium
Canada

— Cyprus
Firland

——France
Germany
Greece
Ireland

== lsrael
ltaly
Japan

— HKorea, Rep.
Malta

—— MNetherlands
Morway

— Portugal
Spain
Sweden

— Switzerland
United States

IRY IR "PINY MY :HRIY? MO

3.4

JV¥N 2w 3.2.4 yoa mmann (Discriminant Function) nN1nann m¥pnan myyn qno Sy

IRIN 17 DVIN PPN DIV NXIAPY HRIWY HY NNPDY MNIANDNN 1AVIM YR YV ,Score

mY YY Score -N YV ROMPN MIWIN NMIYY HRIW? YV Score -N YV ROMPN MIWVIN A NRNYN

NNR 93 72 1aWINY Scores NVIYY Y DOANN HRIY? YV RDMPN DWIN .MINRAN MNP

MV YPN PRAIN 1IN RXNI HRIW? YW Score -n '3 MRIY M1 AT DWIN N0 YY .MAPNNN

PIRY PV WY N2 MPTHN YV MMPIT PAN DINDN NP ,PINY PIV 102 PRY MINN

36710y
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17 DYYIN

(MYIVOIR RHY) PINY RY PIVY PNy 7w MNP HIN HRIV YV PRand RN

307

Discriminant Scores
=
1

=

-3.07]

Not Decp Deep el
Deep -0 myIn n¥1apH na»w nrnd HRIW YV MIINDIN NAVIN ,NIN2ND IR TIY Mn 5y
DIVN P2 (1) 99% YY NTRY T MIANDAY R¥N) INRD Discriminant Analysis -n 9 voanna
Deep -n n¥1aph 587w Y1, 007N MTH SV DY NMIANDAN NR IRIN 18 DIWIN .2009-2011
-0 YT NP PPN VNI 19IRI MINDN (TPIN DITR IP) HRIW? % PRANY N0 Rt PR 19 HY

%Yn N190 ,2004-2006 NAIPNIY LTIV HYN VYN ,PTIV HVY NI MINTH HRIW nwynh .Deep
mMNNM PR 100% 5% MIANDNA T IXIAPY NNNDNDT M2 MPTRY 19 DMWY NRI) . DHVR
(100% ,1.0 H® NP2 MVN HY TR DY DMNPN HIV DIVN DVINA

Deep -2 NHNDN Y9192 VR PO MDD NI MY PWY RN MNANY nyn amm
YR 102 pPnan R Discriminant Analysis-n 9Tn BYIR YPRA WA MR NYD 99NN
Deep 1 n¥12pH oM ,jN%W DWHNN 1IPRN ANVNA NRY (MRNNZ 0.34) 0.5 YV MN1INDN)

IRIWY IRNMWYWNY ,Deep -5 MINDN 1PN RY YR MIPTN JNOY 1IPNRN NNVN JH0 HY . MINR DY
MmN YY MNYW NNINA 18 DWIN PNANY N2 ,90N2 .pmY 7MW YW 1PN TN Y2 mmm N
RN PR 9 YY (NNRNN IPNIPN DINDY DIN IP) 21723 PO PId MINNANN
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Mean Probabilities of Membership in Group DEEP

P orn

5.5.2014 2% 1T VYV

18 DYYIN

(M9700IR RHY) Deep-n NXIAPY HRIYW? 111PDY MIINDN YV N'NYY MINNANN

087

0.1

lsrael - -
Sweden

Finland

[taly

Greece

Brazil

China

()

T
2004- 2006

T
2007-2008

Years Range

T
2009-2011

Country
Austria
Belgium
Brazil

— Canada
China

— Cyprus
Finland
France
Germany

— Greece
Ireland

- lsrael

— ftaly
Japan
Korea, Rep.
Mafta

— Mexico
Metherlands
Morway
Poland
Portugal

— Slovak Republic
Slovenia

—— Spain
Sweden
Switzerland
United States

DOYXINND P2 ARNVYA DPADN 19 MY (MM DYY 21V RI RN ,13 MY LYY avIN TVR) 18 MY
TN MOIPN 229 HY HRIVN NPDN MNP YV NN DIRAIND DINVNN YV (NARNNI) 1NN 13

nWYY 951 Not Deep -n N¥1apa oyxinna nmys HRIYW ¥ DM DIIPA PNIANY N0 .MV

PNIN NRYNI RY HRIW? Deep - NXIAPY IRNVAL 1D NI .MAPNN 93 19 HY DMIPIYN DIANVNN

AYR DINVYN HY XN IITPH NP VI YRINNIN

18 MY

(MYIVDIR RHY) NPON MRNAPY HRIYW? HY DPDIVAN DANWN IPRIND DRIV

Gross Outstanding | Outstanding Financial
Liquid : domestic domestic Stock market
e portfolio debt . . system o
liabilities to public debt | private debt - capitalization to | Years Range | Group
o assets to o . deposits to o
GDP (%) GDP (%) securities to | securities to GDP (%) GDP (%)
° GDP (%) GDP (%) °
65.15 3.47 29.45 9.38 36.85 36.46 2004-2006 Not
68.05 3.37 30.35 11.85 39.53 64.62 2007-2008 De?a
77.85 2.38 31.37 15.38 42.99 49.84 2009-2011 P
106.98 65.59 42.71 34.13 95.36 76.63 2004-2006
120.25 70.90 42.72 38.42 106.18 86.72 2007-2008 Deep
128.95 63.10 48.10 41.00 115.55 60.95 2009-2011
93.39 13.33 40.64 11.13 84.82 83.48 2004-2006
97.81 12.67 39.73 18.86 88.07 114.02 2007-2008 Israel
101.84 11.71 44.84 26.09 89.54 83.03 2009-2011

38|70y




"nY-97p 0N

5.5.2014 2% 1T VYV

19 MY
(MHIVDIR RHY) NN MNIAPY HRIW HY DP’DIAN DINVNHN YV (1NN 19T NRNVN
o Gross Outstandling Outstand'ing Financial
' L'I('].UId ortfolio debt domestlc QOmestlc svstem Stgck mgrket
liabilities to | P s t public debt | private debt d Y its t capitalization to | Years Range | Group
GDP (%) asse SO 0 securities to | securities to epost OS 0 GDP (%)
GDP (%) GDP (%) GDP (%) GDP (%)
45.95 3.17 29.18 11.78 39.86 35.95 2004-2006 Not
52.03 3.17 31.66 14.51 41.05 54.30 2007-2008 Deep
59.50 2.09 31.57 18.71 47.85 47.46 2009-2011
92.29 40.86 38.32 31.67 83.92 64.47 2004-2006
105.31 46.64 35.33 30.87 94.17 80.16 2007-2008 Deep
112.07 49.69 44.67 35.13 99.78 48.99 2009-2011
93.39 13.33 40.64 11.13 84.82 83.48 2004-2006
97.81 12.67 39.73 18.86 88.07 114.02 2007-2008 Israel
101.84 11.71 44.84 26.09 89.54 83.03 2009-2011

NMRIY N2 V1921 ,0NVNRN 172 NAIPNY NNPNN NI N NNINA HRIY? ) PNaANY jn% ,qona
NPVIAN N7ARN YV JPYNNN TV TV .aNNNN DINRI YRV NPVIAN NIRD MYV 1YY

-5 30.87% -n) 72WVNN INRYY NOPNY 12VNAN NP P2 1P 13.8% -1 1Y Deep -n MrTNa

(26.09%-Y 18.86%-1) 2171°p2 38% -N NP2 NNY HRIWI INININ NPVIAN NTIRD TINR ,(35.13%

.Deep -0 MY NIPY HRIW SV INPH DR NPIMN T NTIY

M”Mp’Y NMIPOM P97 DI’D

3.5

,9999-99pNN ,aNTN VN2 PV PPIY NPNAY DPVINDIN DINYND I PPONY NN AT P9 DYDY
POMY MAINYY IRT PN J2IRA PINY PIVA N2 NITHI MINDN NYNY ANNR HRIY? 1D DITYN

MNVY TNV PINN AT TIYNY M (17121901 1PPAIYD HY WITI) YR V2 MIANDT MPTNIN

PR AR MPTN AT N7W RHNORY M0 ,INOYW NMNYDIAN MNPNNNN YIVLN ,1IR1 D'AIPIN 2N

PIYD NR WRNIN DR R 2D IR ORIV PIVAN MNS PINY WPNY mMoY’a mavm

YTV PRI AN AN NINN ANAPN 12299 ,PINY PIY D7) 102 MPTNN NXNIAPN NN21H0)
DAY DIRNNND .2009-2011 NMIPNA 99% HY NLIY PINYN 7IVN NXAPY HRIYW’ 11PDY MIANONN
N7RD PV YW YOMIN IDTNN PP DOYIAN INXY MITL MHIVIIPNRN VN PINY IHRIVIN PIVN

DA PYWNI 21NN YD1 TOM L3"HNY DA DYDIAN MNTPAN 9PN L,3"NNY DA NIINNIPN
"N
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YRV MYININ NN NTNR 4

N”IvIAN NN MVR NN NN YYD VNI MYTIN NPT DR PNAY TYYN AT P9
NPIIXNPN N7RL MYTIN NPNIS AN TMAN AR HRIWIA NPIIRNPD NIRD PV MAIN0IN
0212 MINR MTN ITTNIV NINIAY NNRNVM YRV

mon-R N 4.1

TINY 2PY? ‘9179 YT HY M PV PRIYY NHY WP M1 NTTRY DAIVN AN DITTND TNR
PNV YV DMYT PN DYIYI N1 DININM DINWNN DTTRN TAR NPNY 790 TRNY 2002 MWA
N1 DDA HY 2WINN RINY NT2IPAN NP TTHN YV Nnmoan (Amihud, 2002 1H905) Dr»oIrs
M2TIN R TTN .AI NVIVA MYITIN DTN 1YY 1YY N9HIYIN IRIRIVIRM ,1IWVMY K RIN ;7Y

:79 2wnn XM ILLIQ Xpa Tinomy Y

D
1 2[R,

@) ILLIQ,,, = >
Q=0 ZVOLM,M

iM =1

50 "IIDIRA NRIVAN TP R [R,,

,JND1 7 D31 DN2 M WTINa DM’ 720N RIN Dl.’M IWRD
£ 011 D) YV (DHPY) DPHDI DNNNL INDND N RIN VOLI.J’M -, VTN HNNa £ DY [ DI

99590 19307 .07I9DRN IR MM A2 RIPY mn Y 10° 2 710 R 99909 N .wTnn Hnna
TINRA NN IR AYYN IRIVNN NYPY DR DAY NIN Y INDY W 12 29090 TN YY TRYN 71PN YV
oy TN’ ,N10N2 MRPOYN TN MYXNRI MIPNOMN PIvD PRy T NR 25wn Nt 7 ,19Y .TNR

AW NN 7Y :Price impact YW 770 0T MINR D22NA .N1INA L0310 NRIVN HY INOND NYAVN
%0 nroren mmay (Kyle, 1985 %9 575 nmiT Nt awm) MRPOY YIXan ARXINI NN
ILLIQ 711 730 MR Avramov and Kedar-Levy (2013) 197 Hauser and Kedar-Levy (2011)

D»”N1T DYTIN DV NN NINNY YR VIPIAN NPXPNA DY NYONN MYININN Y TIimy Hv
M MR YW 1IpnY Dy MYPa Hr1990Y 102 DMIR NN NN S

mYn Mk My gmpa 4.2

L TTRN .MYTIN-IRY NOWNN 1792 WINT PIPYVNY NN 121,091 YV MRS 71 12 Pnanh 1wn
2N MVR IR NN HY MTIN-IRY R¥NI DR RHYANI RY NNNTY T2 .MYMNIN-IR NNT DR TTIN ,INWI
NYRPMINRM NPYRIVN 2NN MR ,DNIR .PIV-11 HY 1D DIMT DO HW 1IN 1A YRV

Order-driven market MTIpan 1IN PIVA P87 INON 777N HY MPAVYNRN MNY MYWI MINDI
2721 2”79RA ask -1 bid NN DvYVENN PV CVIY DY 11 NIRY OTC 7w NMYH HRIWVWN?

NI DY TaNY DY DN DINRY YR DYTANY NN .Quote-driven market 10 ,09YN
1R N1PY NP2 NIVNN NYRYA LY .DITNR DINNNA NINRNIVAN NINAN DR NOIY 2wN TR0
DIRPINRD INNIYH IRNVAL D10 MYTI-IRN IRXIND TOAN HRIVIN PPYNN DDA MTIPI NN
021N M1 R 1732 IRIWN ToaNY *axn 3 Amihud and Mendelson (1991) yR¥n 777 P19 9pnna
MAND MPTIN IR YY DNRY NR MXAY 791 DIDN MYP'WA DN PNN DR TNIY DYPYNY NN
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Liquidity ) "m%mn n»mia” nmiaoa anann ,m»m-r a1 ypond nwan Rin oo mw

YT L NAR HY MAPN N9 HY 191 ,DPNY P2 ,0°091 P2 MPTIN NN NRNYI (premium

ILLIQ 7712 1R NWYRY WIWN .MYTIN 'R YV MINWND 7NN Y MR NN 1YaYI1 npIvm
R1D DWIND .JAT 219 HYI DD P2 PIVD PRIV YV YHIYIN PNNN MINVYN NND TV TR 13Y N

2°20 IR ,DYD1AN DIPNVA NPINN 2ANNY MPN 20910 [LLIQ HY ooiann mHYmn 711 2 RN

lambda

12

10

-2

.2008 1 ,Lehman Brothers no»py Bear-Stearns nwra9
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2008 1 YDI1AN T2VNN MINRI 719 ,27NIR2 MYITIN IR TN
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Fama and MacBeth (1973) nowa vinw nwyl 1Non p1wva MY nn-R NrPnia Nk awno mn Yy
:R27 10NN NN NP0 PN W2 Nann TNxY

)

J

Ri,M,Y =, yyt Zﬂj,M,YXj,i,Yfl +& yy

J=

1

41|70y



NP ON 5.5.2014 2% 1T VYV

NN I ora X, LY MY 5w M wmna i 031 %Y AN YW RN R, TORD
19% 2550 PN Y 1O DTN 8RB, ) (Y-1) ITnmpn ngpn’ Ty 07NN DYV

DAV DVTIND NR 95NNY 1N7IY 12395 .Y-1 2 D070 299 1Nrna ARV YV 21227 1030 HTIiN
97NN N N (DMVPA) DNPIBN DTIN LTNNN 0D DY MIPIaw) DY D ANy mMAaRp mapna

0192 Eugene Fama 131 1232 90°0 1°21,/90 1 NNW NYNN IRN PINNA TN MWVINYWA IPANIRD
MIPIVN 90% D D*20N DN NWIYYY IR¥N Fama and French (1993) -w InrY ,n%3535 Han
D17 R DYMAPYA Amihud and Mendelson (1991) IRXN N”ARN PV .N7RMN NPIND NRIVN
N”NI9 NR INNNY 1T DO NYR DI w2 3 Fleming (2003) ,Johnson (2008), 115 ,0NR

JINOWNN N7R1 AR RHR NINa pa RY MHYMIN-IR

MY IV NITIND L27NIRL DTTMY 1PNI9Y INNWAY MmN %Y HRIVIA MYITIN NPYNIS NR NTHR
1915 VNONI MNRNN 7201 DY ,2PY (3) -1 (2) MRNVYVA HY NDVIAN NTNRD NVIY

oo oy oo Ton 4.3.1

TV 172004 1’2 YRV 1INDIYV NYNYVNINT MNIXNPA NN MR Y9 DR HH1D Dmn Ton
2393 TV ,N0 WY ,0°01 WY NN 1YY Y913 DINIMIN TOM TN RN DM MITN .1/2014
LNIPNN TN NIMIND NV T HY NPT ,ATHRA TN L1011 0NN 01N 1799 ARIYVN ,DRINN

I 340,000 HYN DIININ TON 99 9”7AD 2N INDN NAN 2IPI TV NITO DT ,IDTY PIw MY

17795 TY MY MNaY 1Y ¥, NRWYI N7IR NITHN RN DR PN YTINA DITHR2 1YHI1 1IN NN

(MMTNR-0TIN Y nbym Aa3 R) mYyn S&P 7y any max IR AA- MT R ,(0"pn vynd)
(D372 NRMTN RY N7R 1991 RY) IRIWVND NTTNY DTIPN WTINA

MARN NR IN2Y NIVN PN 19 NN T HY MINGY ,MOYN 1T Y NRNMTH MAITON 1Y INRN
ARV RIN,MOYN HW 17T D7) NIRY DR :RAD 19N TAR NPT DN NI NPT 29 HY 002N
79NN MY 29 %Y M5YN YW OYI0H IMN NYY NITN NPT ,MOYYN NPT PR NBRY DR IR ,RINY 29

:R2N
20 M>
NP Moody’s S&P
Prime Aaa AAA
High Grade Aal AA+
Aa2 AA
Aa3 AA-
Upper Al A+
Medium Grade A2 A
A3 A-

PHNNN HAPNNY TNMRD NTH DYID NR NIND POWIL MMNI NINVWNY NPT DR AL nan Yy

"+751°02 MAVNND RYY 1Y) J AAA=1, AA=2, A=3 :Ran TP *aY M90Nn DYDY Y10 NInnn
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NPITN P2 DYV TVPY MAXY ©r K711 20NN TITPN NRHY 29 DIVWH MR .DIPYN DINTPT -7 IR
J1T785 IRIVNY Ma0NN

7991 7T 1YY ("TNR” Y Baal, 2, 3) "mYyn” »aY (1) R (+) Y31 R oy BBB mmIw n”R
DYTOIND DYPVNN NYPYNY TP 2WNNY TINRN DI RY IR ,PWNI IRTVRA NPDY JTNIR WIVY
m7200 RN 9% npyn non (Investment grade) "nypwn M1T NITINA WNTNY MY
125 (ONYIYN NTH DD DDA HY RHY IRTNI) "DPMIR” DD 12VN? RY NHRI NIRY NN

RY01 NI RIN PNDN P'N2 1R DO YV BHPYN ,6 DWINI TPRINY a3 JAS-19 1pn

1T79Y TIRMIR (NI NMNNN HY Yavnd 5120 MTINY 390 10D VY 1IN MR DITNL 1YY RY
MTINR R TTNY MTING N7AR P2 ONTION .PNPVY 1PTH IR ,MNIND 7NN ,MNYN N2 ,0TPINn
DTN 19922 RY 9T YavNY MTINRD N7AR .1HNY IRINY 79I T19) DPTIR NPY DYWY TTNH

NN NPvovVD 4.3.2

DN NR ARIN 21 MY .DNIMN TON HY MNIRN-YVDVVD YN DPADNN MM 1901 1HnH
111 9995 .ATNRRNN TN A HPY,DWH IRINNI DTNRA DTN 29 HY 117TAY IRIVN HY DYXINNN

TNN NPT IRNIN Y0 DY LAAA HY 1Ipna VYN NPT NYYY DY T ARV NPYVY MRS
.MM MRIVD INYVNY INRY MR

21mY

(10172) DXINRA TAY NRIVN PYXINN

yxinn AAA AA+ AA AA- A+ A h aTANn
3.12 3.12 n"im
2.71 2.71 NTINY Ywnn / 79
4.32 4.32 npw Ywnn / iy
3.33 3.63 2.94 3.38 3.39 3.04 9.53 TN TinY NNan
4.68 6.39 4.15 4.63 4.79 4.45 13.23 “7Pw nNan

PV ATINA DIN'NNN 21T LATARD AN a9 NPT Y N"NND YXINND NR ARIN RaN MYN
NPT NNIY ORNN2 INY DAY 117D TINXD N2 DN"NNN TVRI L, 3.98-4.64 NIV )
.(4.80 YW 9919 yxINn)

22 mb

(112) n”Nn yxinn

yxinn AAA AA+ AA AA- A+ A hd aTan
0.50 0.50 n"pn
4,94 4.94 nTmy 7unn / 7'
4.88 4.88 n'7pw 2wnn / Ny
4.80 4.43 4.45 5.05 4.77 5.10 4.38 TTn TIn¥ nNan
4.38 4.64 3.98 4.44 4.54 4.51 2.73 7w NNan

43 |70y



NP ON 5.5.2014 2% 1T VYV

AMINIAY DTN M TINND TN MIAND N7IRD PRINHAN NN INDND NNIY ARIN 23 MY
NYNY5WNNN N”IR1 DYXINNN INDND PNITNN ,NRT NNIYY 70 mna Hd 29 Yy Hpwn
7PN INDNN NN TIVH 2 29) ,TINXD ITINT INDNRN NAIN TIVY 479 DM NVHPVD

23 MY

(N"Ww) MY YXINN INON N

yxinn AAA AA+ AA AA- A+ A hd aTan
58,102,068 58,102,068 n"pn
28,760,718 28,760,718 nTmy unn / 7'
116,131,447 116,131,447 nYpw Ywnn / ny
2,656,853 2,639,138 2,933,824 3,216,106 1,966,470 2,558,983 1,516,220 TN TInY NNan
1,952,989 698,261 2,035,517 2,885,652 1,407,031 1,934,284 617,784 77w nnan
19,106,434 2,295,645 2,705,139 3,161,176 1,851,131 2,356,750 1,392,634 56,331,226 yxinn

MITON HTN NPNYYNNM NYIIXNPN NIRD YV YXINND PIVD MY DR DRI RIN MON
P2 97200 9221 19 MD NYIIRNPN MAITON HY YRINND 1DTHN IMYNYN 19IR2 1T NPYNYVNINN
VHPWNN 50% -2 DITF MTINRN MITON HTIF TWRI POPVWM TINRD 21INNPN TN

24 MY

(M 119M) YN PV MY

yxinn AAA AA+ AA AA- A+ A hd aTAn
8,125 8,125 n"pn
6,135 6,135 NTINY Ywnn / 79
12,741 12,741 nYpw Ywnn / ny

966 1,058 1,059 1,097 751 1,026 561 T TinY NNan

645 228 699 798 498 807 164 7Pw NNan
3,137 912 967 1,047 699 955 506 8,157 yxinn

PXINN NP INDA NOI) ONPA INDHNA MNN DR AVNY Hp ATIPA MMYn MY DA Yy
NPYNY NRRNA INRY YRINRN PIVA MMV PYINA ,MYY YRINNI TINDN Y 240 9193
J9PVN NYWNNRN TN R¥NI NP 112N 0NN INDAA NINNY MRIY NN (DYPY
1IN 10 .NPIINNPN N7AR DONDN TMYAVA YA ,TINXD NYVNRNRA N7AR ,N"PNR PINR

.70% 3 9 TRIY YONN INDARN MINN ,YPVYIA 1 IR MI¥NPN

25 mY

YNV YON? INON NN

yxinn AAA AA+ AA- AA A+ A aTANn
172% 172% n"pn
113% 113% NTINY Ywnn / 79
219% 219% n'9w 2wnn / Ny
66% 60% 66% 63% 70% 60% 65% TN TINY Nhan
73% 73% 70% 68% 87% 57% 91% 77w nNan
146% 60% 67% 64% 72% 59% 66% 166% y¥Inn
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o 44
or7Tn 4.4.1

IRIVNN I NPT NP HI2 .ATNRRD Y LA LB, Nnenp n”aR 5w axiap Yo% arRwn rTTNn may
DN7RD Y9 5V PIVN MYY DM ,NTTNRN YTIND N0TYN Piwn VA YHIvNn n7aRn Yv j1Tab
10 VR L(NTNXN Y DY R” B LA) DMIWN DMIRY DIDPTIR NPIIR NYH P NPT NP2
t D2 k Non mRD SY ARWVNN TTRY .0TPN VTINA 1AV NPT MM OPTPR 93% DIMIRD

Y (K)e Rp)

(0°1029) 0271300 DINYH 4.4.2

TERM, DEF ,nvaxnp n”%R mnmwnd omops 7w mayy Fama, French (1993) mapya
vionn RN TERM(k); mopan ORIVRD 1127021 P1dyn 11202 DMAX N1 D7MPY DI0INY
(DPMY DNNNI) PTAY ARIVND P27 MNIR NPNYVAN N7IR 12 (DPNIY DINNINI) (1789 NRIVNA
Not ) mminx 8 (Indexed) mmmx MR M1y k=(I,NI) 9wR ,0007IN 3 -3 M179 IYINY 17PN HY

.1912 (Indexed

PAOYYINY IR A- NVT NIAY DYPY NYIINNDP NAR 0 YY 11T1ab arwnn R0 DEF(k) mopan
VR ,NIPNYVNRN N7R YY IRIVNN P25 (01 RY IR ,0198 H519) BBB 211707 07p (07nys 'npTa)
n2on) k=(I,NI) |83 D3 .mWw 30 YV NYNoWNN N7R P2 MYY N7PN A YRINNI 2WVINN PIINRN

N2 DY NPIIXNP NR HY NYXINAN ARIVIN NTTAY 1P M0INVNPR AT PRINDY RN YINNY
(MY MR W

NIPY MO»Yn MNRD Y3 S® (GHPIVYN) YXINN NNN NIAVIN ,NWVR I HY NNNN MITY INRN
DUR(K); R9p3 At nanwn

RATE(K); R7p3 t DV2 kK 0N MMRA NPT DR THND DN YW 19000 1979 71019

mbirysmwn 4.4.3

70y Hw ILLIQ Yy nooviann nRan nRMVNN % HY MWTIN M1 771 'Nawn nuR Yab

() Liq;, = L3Pt _og (1 4 rial )

Daysi; a=1 Pia*Voliq

07PN 0N A 1901 RN Days; . ,t WTNa i narY yxina mYnn Tm R0 Lig;, ORI
1,d D12 i DR YV NN ARIVYNN YV VOMND TIYN RIN |Ti,a| L WTIN PHN2 1 DR NN

nraxn on My HYw TTa nr 1w .d oY1 i nR1 DYpYwa nonn nay R Py * Vol 4

JI0Y 301 121N INRY TVR) MNPNN TTNI VIV INY 1IN DTNHR IVARN 12991 MmN
(DN
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mooy mvps 4.4.4
93 MR NI VTIN 932 :RAN 1IN MY NVPA NITIN NNR HIY HVTINA MY 1IN T DA HY
M TN Lig; ; YINNN WTINA MYTIN TN 299 (17T NNIPY NTRXA NN 93H T1912) MIRA
NN 9797 TINR Y ,(DINR DONN D) 12WIN 3 OR) DRI VWY DaTHN NR pHm (L) 7nin 75 (H)
NYN TNRY NPV “MON” NBR Y3 .0Mpn WTINA Lig;, 29NnY A ) 071y 07020 190mn
yImnn  Lig;, 172 0900 T Yy MYTIN NOPA DR 2WNI PN INROY WTIN2 DY Y911 ,DRYNN
NR VT ,IMH WD TXNNN YV Lig; , YXINN MING ,MNVRIN IXNNY MI»wn MIHRD 93 Hv

:73 (k n¥1pY) NVPan
(5) .qu(k)t = (LiQi,t)ieH - (Liqi't)iEL
:IRIN NYOIATIN DR P DY

Yije = & + Bjrerma) TERM (k)¢ + Bj pero)DEF (K) ¢ + Bj rareao RATE (k) +
6) BjpurayDUR (k) + BjLiqioyLiq(k)e + & ¢

2011k 000 1 N7R 59 117795 ARVNN MY RIN Y TORD

M?1N MOVP SV YINNA T (6) ARNVNN N2APNNY B 1iqk) N?9INI 2VIND MPTIN NPMIO
IRI) DTIPN P9 TTNNY MAPNIN NXPHRI MNY DT PI92 ATHRD MAPN .ATHR NAPN HI2
:(2014 VYNY JaANNT TY

179712 MIRIN NOPN — 2004-2006

92VNN NYYPN — 2007-2009

73VNNN MYVIRNDNN NYPN — 2010-1/2014

HRIVN PIVNN DIRYNN 4.5

DR D007 DNINNN TINR Y3 I3 7'NIa0 2I1WMY 1IN 190D 10N NPDIIIN NMIRNIN
YT TPNRT? 11TH APY DMATN YAV IINAIY DODIIN MRAPI AT 2NN 29 HY 11T7aY ARIwNN
.2010-1/2014 ,NNINRN NAIPN PINY PV MITHY INRNIVM HRIVIA M0 NI HY

23N 7021 P2 NINAN PN DNIVN 1IN D212 701N MITP YV DIDINN NRYPN NTMY DMIATH YpIa
DPNYVNN 1IN D2 1PDIAN MITP MPINN DR VI9N PNY 26 MY .(1I¥1P) D”VIAY DPNYYNN
MR 5P .2013 92021 NOY P VD PHNA YRV NPT DMINNH 1IN Y00 HYN phna
WYY IR 10 L TINYM 17.5 -3 ,0YIap NM2) DTN RYD DPYNOWNNN DONA JIMMIPINRY
MTINEN NPNYVNRNRA MPINRA YPWN (TINYN 54 -2) TN MTINE NPNYVNIN NN JPMPINRD
%5V 25 DWH NRT .3.6% MTINX RO NYNYVYNNI MPIMRIY Ta ,11.2% RN JIYD M7 Jon

46 |11y



"nY-97p 0N

5.5.2014 2% 1T VYV

mMI1 PPNn 50% -3 NNAN 1 ,TTAY MTIN LTIV PN 0N ,MIN0 NYan nenbwnnn n”arn
.DMPDION DAV YV TN

26 MY

30/11/2013 ,N"® 95R ,2I1N YDA NYDIAN MITP MPINN

¥79) 701 HNN 30-11-2013 (r 2958) 12939 57n0
100.0% 482,909,646 799 M1 10
67.7% 326,744,735 NNYUNN MAPHNN MTYN (1
66.7% 322,287,250 INIVI N
16.7% 80,497,674 MPNY (X
11.2% 54,141,580 193 0N
3.6% 17,517,669 AYAP 2292 TN NY
1.0% 4,924,931 MINVN 3592 TINY XY
0.0% 0 N0 TNy
0.8% 3,913,493 0790
50.1% | 241,789,576 MRS - MIPHO NY (2
11.6% 55,828,763 99977 TN 1IN
10.0% 48,380,113 | 4.86% :92%9 = /71997 1P NN
2.7% 13,198,097 | 5.05% 15254 - 749977 M1 NN
25.8% 124,382,603 DYINR MTYN 29N MIIN
10.8% 52,119,175 939897 N/7AN (2
8.5% 40,949,398 SN N
4.6% 22,387,798 MIPHO (R
2.1% 10,311,024 991 -AA W41 - 1
2.0% 9,533,788 119 Y
0.2% 727,093 1Y NY
0.0% 50,143 701 1Ny
2.4% 11,369,928 +A 13 -BBB M9+ - 2
2.1% 9,936,695 119 1IN
0.3% 1,409,984 1IN NY
0.0% 23,250 n709 Ny

IANIRN TIVN PNPN NAT PN

NP NP R NYYM -AA NRMTAN NPIIRNPA N7IRL MTINMN NPV MPINRD 12 NINIRAD

LTINDM 9.5 -2) TINXD N MPIMRIN 7.6% PI INAN (PPN 727 -2) TINX RHN NN TWVRD

BBB-) nypwnn 1T MY Y52 MTINED NPIRNPI APINND LTI MI712 Mpmry oY RN

manb YN AT YR LNNN 0.5% P NNNIN MTNR RYIY YW pRnn 4.1% nn (YYm

JHPWN NY IRNYN ,TINRD N2 MY 1IN YV 1IN NTMYYN

7108 I ,AA T 4.5.1

(M5YM -AA) NN N7IR DYPVIND DOYPYVN TINYM 10.3 NN 9.5 1aY R¥NNN NRY
MNN RN NYMIR NARL PIVA PRI NIPNAY YOMPIN IWNNY N ,MTINY N7AR1 DYPVIN
N7R Y 11799 IRIVNN NYY DR DYPN DMNINNN TNR Y3 132 NPHRION NR VIAN 27 MY TN
79 .09IPN NMIRA 1PTAY NYXINHNN ARIVNN DR 2230 70 Y32 NPNIaN DIDDY 1Y WY IR LAOR
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VR ,2.58% NN’ 2010-1/2014 12 ,A NI 1NN MR Y935 nyxnnn 11785 ARwNN ,AnnTH

IR RIN DT RN (=2.37) NPVDVVD NPNAINT ,DIDI MTIPI 6 NN'D MP’TI IR 1732 1NN NINN

,21709R2 IRRMIYV NPNIAY NMITY ,NPONY 1IN NPNI HY TN RIN 1PV NN 7152 NP VNN
JVUNNA 2MIRWY 93

27 MY

1981 299 MYITI Y, TINN NN LA TR NN

707390 INWYN t- stat P00 NYNY NYnia
2004-  2007- 2010- 2004- 2007- 2010-
2006 2009 1/2014 2006 2009 1/2014
Intercept 1.46 -0.43 -10.20 0.75 -1.22 -4.45
TERM -13.41  -3.69  -17.00 026 -0.29 -0.58
DEF A Minus 7.90 10.65 16.27 026  3.07 0.72
RATE 1.79 -1.72 =513 0.00 -0.03 -0.03
DUR 5.18 1.45 15.81 2.66  3.92 6.87
LIQ 9.12 0.79 2.37 -0.11  0.20 0.06
Total Yield 3.83 5.65 2.58
N 2,047 6,929 10,513 Spread 090 192 0.77
R (%) 17.9 26.8 13.9 LIQ/Spread % -122 104 7.8

20 NIPN 2VND NAIPNI MY IR NNV NTNYN DITHI MINRD MAIPNY N1 R¥NN NRNVN
MRIN NAIPNI ,2004-2006 P2 MITIN NPNRIY ,ANMIYY .PNAIN PR RY AT R¥NDN ) DR ,0'02 MNP
TTN YW TNINY MAIN JIPXNN P2 NARNN TIAN P02 WISN HY TYN DT RN .ODHW RN 17572
932 M"MYON N7IRN YV 1PTAY ARVNNY RIN 72 MWAR 7200 .(5) IRNVYNY DRNNA MY TIN R
qRI DD MTIPA 26 YV NID HDPY) MAVRA NPT PID ,DINR DNINVN NAYAVIN NPXNNIN NNR
,JIPTA5 ARIVNA P25 NTN P NaRD MYYVN VPN DYPNN RY Y1191 ambI ,pnam N RY RN

9.(3=A, ... ,1=AAA M1 "NV
(117795 MM MRV PIAIRNA) N ANV NXNND YW OM? TIN NPTV 19N AT 7200 29 Y
N7RN AWRI WNINAY Y120 ATV NIpN 2POVN YWIANY DY DT RIN NYT MINAN nxnnY ona

MR MINY MY MINN N AMA NPDDIVIRI MINDI (A NP PITYY) TN NNTHN
2004- NOIPNA PYXINNA XNV INOND NNN NR NPT W AIPVA PNIAY MmN HY .Y¥INna nmnan
1R 7 TN 19nY 28 MY .23 MY ANINY 292,03 7NN NAOPN Y2 INDNRA NTNNY IMR TNV ,2006

% RNV 63% ,AA NPT HY NN -AA T M DT NAIPNL TMIVA YONN INONN NN
YRINNN INIVN INONN MNNNND IMPYNYN 19IR2 NN ,60% ,+AA NPT NN INYT 1PN RIN ;40%

7291 36% HY NOIpN NMIRA TRYW AAA »Ta

PO D3 T IMYNVA 19IRT AT NPV DM PR 119 ,50% Y 119 1YY RS D00 DIAnwnRn Pa neevmpn O
5v DTN 5 DY ,NIR YD YV PIvN MYWA NYARND NYPY MY MY 0N DI DN DMNPYIIL WINY NI ,NYavn
JRI MINNTAN AYRN ININNI MNY PN RY MIRNINA NN NYayn
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28 MY

2004-2006 ,TINX 1IN ,A 217TN DN7ARL NIV YON? INDN NINN

vxinn AAA AA+ AA AA- 'munn aTAN
202% 202% n"pn
72% 72% TNy 7unn / 7'
176% 176% n'7pw twnn / N
49% 36% 60% 40% 63% T TINX NNan
47% 51% 27% 69% 7w ninan
130% 37% 59% 41% 63% 142% yxInn

INDN MAI HY TAYNN R¥NNN DY TN7,11TAY IRIVNN 72002 INA MNR NPT HY MPHNINN 0N

NIPARY DIN12°DN MNYYNNM P NAIRA TWVIND DY 72pY A NP2 NPMIR MNON N7IR1 DM
2VNY ARTPY NOPNI YIRIVN NARN PV NR

2opw 1 ,AA 20T 4.5.2

RIN ,NP019N NP YV 299NN PINA HYPYN NRY NNV IMDVN D DR LIRI NIV VN ININN
TRY TINNA IINNN DT MNG AT INNY NNINY 20 I1IAR LA DYPYAN T Y1 Opwn NN

R MNINRD DAY MPAIND 2577 ,3 MHYA IRIVY 79 ) MIPNIVN (9IRI 1NN JOP RINY NTIIVN
LJINTIPN 0D AMITH DMWY HY MRNIN NR V397 197 29 MY (4 DWIN) AN NR DINYN

MmN DI WM ,AA NPTH MRS on*a avin DEF 9'20nn nanwnn 9uRy nyea 1w ROHR
" NYRNNn MNY DIPHRI ,DPNVPN DNYIIN DD HY 2vIn

NIPR 2004-2006 ,NNVRIN NOIPNI MYTIN NP”RTD IR D) ,DTIPN NIPRY MNITAY DYTRYNR DIRXNNN
NAPNA ,NRT NMYY .0YYPVWA DDA MNANY PRAIN PADR DN AN RY RN 1M NP RY
,12VNRN PYY INRY (=3.27) NPRAIN ARYNN DD MTPI 123 Y AppT MYNIN PRI 1avnn

nNNA IR L((=6.59) MVDVVD NIPNIAN NV NPHIN 1IN MY TN NPNPI 2010-1/2014 NAPN2
.02 MTPI 24 YV NI NI NP

NPT DI IPTI MPHRVYN MR DT NPVN MNP 21N L45% DY 1YY RY DPADNN DINVNA P2 NIRYNPN H

5W TN YA DY ,NNR Y KW PIwn MY NAXNA NYPY ,MYNY 0N DI NPXNNA NV VINY NI ,Nravn
JRI MINNTAN AYRN IMINN2 MNY PN RY MIRNINA NN NYayn
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29 MY

D”2INP DINYPIT WION 29D MY IV PHPY NN LA NPT NMIR

NOIIN NNYN - stat 707390 NNYNY NnIg
2004-  2007- 2010- 2004- 2007-  2010-
2006 2009 2014 2006 2009 12014
0.09  1.78 8.6 0.24 785  4.00
Intercept
043 - ] ;
TERM 137 545 0.25 1.48  1.71
1.93 _
DEF AA 498 17.84 0.49 245 071
RATE 047 -093  0.74 0.00 -0.02 0.00
DUR 2.16 -0.86 -4.84 654  -321 -2.49
LIo 093 327 659 0.06 123 024
Total Yield 5.62 683  4.17
N 170 951 4501 Spread 0.29 160  0.74
2 0
R” (%) 6.7 148 258  LIQ/Spread % 21 77 32

mInd ,mMapnn wibwn NNR 951 PN NYI R¥NI MNRD NPT HPVA DNV XY PaYn
DNITN NARNA OR RIN Y MWAR 9200 .NPRIN ORIVR 119°0 n»naa Yy yn DEF Mopaw

mMYTNY MIINDNN YV RPN RIN L1.3 QPO IRINY 293 AT NNIN TYRI IV NARIN NNINY
MAPNN NV NPNAIN RN MPNIN NPNIOY INRN .MYTIN NI ,NAVAN NPV NIV

19w RY NPT MIanY a0 ,DEF 0730 1 5 pnam Rin R RRNI ORIVRN 1201 ,MNINRA
V1A MYTNY N0 NAVN MYY M1 NN :DY22INN NWIZYW NR 1ITY IR/ PNTN 191N

TPINSYZ ANNYA .4.5.3

PV MINDIN NYIINNPN 2NN MR DR RN NP NORWIN NORVN 970 DIRININD NIRD
AT NORY YY nayh nan Yy 20pmn 1211) TAS-19 190 12399 MymaR” 2awnn mn 1HRIWN
DN’ NP2 MITYN NONTPRN MIADI INNTY NPNRIAY NPHRIVIN MPTIN NPNRI9 DR 1NVN 1R
M TN NYNIS NRNVA PPIVMP NYAPY 8D MIRT .0YIYA NP 7INYN PIwn IR ,27NIRD

ny»aph IFRIC 5w 9nva pnnnn v11an oy "apy mny piw movHya mavnin my m HRIwna
7Y22PY IMT 12102 O R MOVINIDIR NN MYTIN NPYNRIS NTTN 9V ,VIVIDIR IRNIVA TN
DNYNN PRNY PAD PR W PRNN AT WITO MR 2wN1 1YYm AA+ MIRDIA TN NIR

20N TTRY R, MR HW 191N TIN5 ONYNN ) Many | OII0aR” NN o mpnn TS

Journal of ,DINN2 DYMXRN NYN *ANIN TNR2 2012 -1 DONAY INRNND NPYI 1HNY 30 MY

N7RD DITAY NMTI VR NPRPINR DR 5,376 Y Y¥I1a 9pnnn Financial Economics, JFE
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D'919°0 DINR DNIYARN IR ,NINNY N7IR ,NPIOIR DY N7IR 1219991 RY pnwnnwn 12 NrOHRIVAN
JIRPINRD DIRRNND MNIN HINNR INNND HY yavnd

2005 YV NWRIN PIYIAIN P DYINNA MYTIN NP9 noNan ,Panel A ;Mm% Y® vHYn pHnma
NIYNIJY ARIN MY NN 7YY 1ONON 17970 NYIan MYwnnw ab ;2007 SV PYRIN 1YY

VAN PIR T TVIND ,TIVH AA HY HRIW NTY 0 vpRn ,BBB 1172 n7ar Yy mbYman
4.0 YV MYTI NPNYD MY 0NV 2-5 9NV MIXP TR MMT 1R .00 MNP 4.7 5y Thy “Dnw

DD MITIPY 2.5-3.2 P2V NIYNI NPY A NPT NPRPMINK N"IR D02 MM

NVN 11929Y 2007 YW WD PPN P2 ,72WNN SV IMNYaw RN ,Panel B ,m%1 Yw pnnnn iphn
LDIRNNIND Y TN TWRI |00 MTIPI 115.6-98.1 Y BBB 117772 n”ar Yy nmvan npat 2009 Hv
NPT MR 1DARY 2" 51-74.5 10DV A NPT N7R ANV IMAN 1NN DR DY INY MNP

JPT79% D1vW3A NYN , 002 MNP 37.1-64.7 1N21W MY NN NV AA
30 MY

DD MTIPI,72WNN INRY 18Y 2"NIR MM NI

Panel A: Liguidity o nrpatient @ basis points, pre-sebprime (200500 =2007:01)

Average Licguiadlity component, basis points Mumbser of observations
0=y 1= 3y 5=y D=2y =3y =50y
AAS 0.8 0.8 0.5 1.1 ({7 178 (435 ]
18 1.0 8y Ly [LEL R BT
AA 1.0 1] I."I |4 :J_ ; 1.3 Jod4 67T 4498
191 ] [1e] s [Lile =)
A 214 1.5 2.5 3.2 15400 1345 1260
a2 AEEL] M44%
BBHE 39 2.8 4.0 d.; als L0 203
PRy ol [FEEET
Spec 7.6 45.0 44.0 R 270 324 450
EIRIAST. 4 W15 560 TR T
Panel & Liguidity component in basis points, post-subprime | 2007:02-2009:02)
Average Liquidity component, basis points Mumber of observations
0-2y 2-5y 53y -2y 2-5y 5-30y
AAA 4.4 25 4.5 7.9 (R L] 149 155
[LER T i I Ea.00 i
AA 41.8 235 37.1 547 493 572 483
[LFL A 218 & LR
A 3.7 266 51.0 T4.5 762 57H a0
159; 890 204749 4L B Ty
BBE 92.7 1156 981 123 159 256
Vi 5 P A 957 Mg
Spec 1968 116 e N} 2427 133 129 am
ML 15T 3 S8 ) TEST 4506 1

SRRV 7Y 935 PNYAN MY N 071 Dick-Nielsen et al. (JFE 2012) :799pn
onYNN MY YV YYD IPHT WY NN PN HINRD MPTIN NPNI NYY DR ARIN 31T MY
NYNI9 MPPVY MRIY N7 72900 NAPNY DNYIN PNNND IPOHNY TV 12WnY INTPY napny
IR ,72awnn 21a8% AA Y BBB 12w oannr7a n”aRY niann qon 4-119% 172 TIRI NN nn mYran

22VNN NAPNA 26-42% 9 19Y NHR DINYPY

.50 1123 YXINNA 7P0 1T DIVN 1901 129 ,4.80 HY THY TINXN 1N YXINNN 1NRN 19 MY 8Y 1w
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NNINN TON NINR ,I2VNN INRI 2185 277N MY NS

Panel A: Liguidity component in froction of spread, pre-suhprime { 2005:01-2007:01)

Maturity 0-1y 1-2y -3y I-4y &Sy 5-By Bty 10-3iy
Fraction im pet 3 3 (] 13 11 10
P24 [E 511 invh [LRL [t 3 k] TS = (e E
Mumber of observations 1 586 1613 1241 B9 G441 1187 578 1218
Rating AAA Ady A BEB Spec
Fraction in pot 3 A 24
i2:58) [ESH LRI i1n (X1
Mumber of observations 533 1869 4148 1340 1075
Prared B: Liguiadity cormponent in fraction of spread, posh-subprime {2007 02= 200902
Mlanuriny 0=y 1=2y =3y I~y #=35y 3-8y B-10w 1 0=30y
Fraction in pct 11 20 23 27 11 - EE! 43
T {E3ET VIR 1534 (3 (2880} (31 4 2853
Mumber of observarions 8o B19 675 B57 556 E17 SGE 5494
Ratimg AAA Al A BB Sper
Fraction in pet 7 42 26 Fa) 23
PR F] Pl R (AN 1R
Humber of observations 414 1549 253 539 AG4

STARIY IV 939 PNYIAN MY DNen o1 Dick-Nielsen et al. (JFE 2012) :pn

mMo%nIn 1IN MRL MYTIN NPNIA NNIND NMYY DR 973 19IRI WNNN 19NY 20 DWIN

21892 MIRIY N2 .(PNNN YIR) MVLIPAD NPT 1HYN YIRAa (*HYM BBB) "nypwn »177a
5NN PR L,DMMIND DR 1YNN DYYN 2007 PIN-IRINIAN HNN MVYND NINN TR YYD
NN YN T 2009 YV PIWVRID PPN ITY MPTIN NYNIS DY NYNNN 2007 J2IVPIRN
91N NYNRI9 NTIVY 19N INRD
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Fig. 3. Liquidity premiom and total spread for investment grade and specolative grade bonds, This graph shows for investment grade and speculative
grade yield spreads the variation over time in the amount of the spread that is doe to illiquidity and the total yield spread. On a monthly basis, the
fraction of the yield spread that is due to illiquidity is calculated as explained in Section 4.3, This fraction multiplied by the median yield spread is the

amount of the spread due o illiquidity and plotted along with the median yield spread. Thedata are U S, corporate bond transactons from TRACE and the
sample period is from 2005:Q1 to 2009: Q2.

STARIY IV 93% PNYVIAN MY DR D1 Dick-Nielsen et al. (JFE 2012) :pn

M”™MpY NMIpoM Pran m’o 4.6

IRIW2 TINXD NN YD Mapon .4.6.1

HRIVIN DITNA 2010-1/2014 P2 TINXD TN MHYNIN NN D PONY N7 Y10 DIRXNIND NRD
UMY 1w’ awnend %130 HRIVWI TINRD IMNNY O YY 1TYN ,0°01 MTIPI 6 NNANWY AT Ipnna
PV TTMIY NMIVY IMIT ,7.8% 9 TNY 2010-1/2014 NOIPNI NNIND NN MPTIN NN WY
N7 1IN D02 MTIPI 20 HY NTNY 72WND NAPNI MHYTIN NPNMIS 1A% RXNNND .(4-11%) IRPMINRA
PV 1TTMY N1YRY MINMT MY AY7n RY MYTIN NPNIAY DIVN O PINY NN PIVNY TYN
,27NORA 26-42% TR ORIV 20% 71PN NNINA PINN MYTIN NYNID NMPY T NAIPNA DIRPIINRD
971 9KV PIVNIY NYIY DAN T2VNN NNYWA DWIANN ORIV PIVN MY HY 210 TYNN R¥NN
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NPT 92VNN PPN N ORPINRA PIVIY 92 DM2DIN NPAY D91 IRPUINRD 7IVIN Ny
TN AN DM MPT NN DIRPIINRD DIPPYVNN TWIT T NIPNIAY 720 125 NPy Muwnn
.DPORIY DYIPVN IWVITY

YRV YRV NN Y23D Nupon .4.6.2

NAYPNA 271 123 9 ,2010-1/2014 NMPNA 2™ 24 HY NTHY HPWN NI HRIVIA MPTIN NPNI
PV NTTMIVY NPRI9IN DM DINR DITAY NNINRD NAPNA 2 24 YV 71NIA .2007-2009 ,72VNN
YRINN POINA 2.5-4.7% HW M1 Nrnia mH»w BBB 7Y A 17972 n7aR PINY 9D DY RPINKRD
N7R INDVY YNIANN DI MPNVN 121N 2" 24 HY NPIS 0NN NPHRIVIN MIRY M7
NYYPVYN NIINNPN NARNY NMT 19 YY .21 44.0-83.9 ,72WNY NTPY DIV 2"NIR2 NYDVNIPHD
PIV” PIYY NPYMIR MITHN NPRY M RY NY NMRL IR ,N1PVNPAD NIRY MIMT RY DINR
MNY) NNIND PN MYITIN NN MPY RIN 915N 117I07P N2 DR AT PI0MIP 29 HY "piny
329% -1 72VNN NAPNA 77% NNV ,OVINDIRN DYTVA DNV ORPINRM TINXD ,OpwA NIINN
NYRPINRD N7R TTAIY NPVAN NIMYNVN MY 77% W 0 ,2010-1/2014 ,NNINRD NN
TTNIY NYWIN TIMYNYN M 32% 729 AMIT NI 26-42% ,1AVNN NAPNL IYPWN N7
MPVWN ANNNY MY 1NN RYY IMT 139 5" DMNTY 4-11% Y230 NOIPNI NPRPIINRD N7INA

PINPN PV IRIN DR DYPN INRYHVI

D”MY? DM NNIPON D10 .5

napom 01’0 5.1

:MIRIN MYRVWA HY MY TYPNHN IPNN PRIY HRIWIA IIRNIVN NP9 TOINN PP YY Nwpam
2(high quality corporate bonds) 11123 MR NPIIXNP 1IN MR HRIWVIA N AN X
70M2) MR NIINNP 1IN MBR YW (deep market) Py v YRIWA DYp DR .2

DNIRAY AT NAIPN NMIRD ,YIVN IMIRA JN HRIVIA AN MR NPIINNPD NN MR DR )
991 DYTAN DY TTINNND WY T¥ HRIWIA MNIAIN NVDIAN MNINNN NI NTAND IRIN
200700 TNR

MI90a DYIPNN PV PRIYI MY HY DN NY P2 ONINAN YN MYRYWA KY NMIYY min Yy
NYDIYAN NIIYND NKI 1P MM HY IHIVI-ITIPNN 1IN RIN PYRIN 2NN .DINNI NINTPRN
LIV 1230 .NPINNA DMV PNN IPIVY 1IPNRL ORI POYN MOPDN YV IRIVRA 1IIX NR pavh
MRPOY YINAN MIPIND MNP 1722 N0 I 712 YPpYN WNTY NMNI90 NR TN ,HI53-19pnn
— 05N MY 0N DDA TIDY HY 1AVIN MY DTN MY (Price impact) 179N N Np
MNI HHY VM PNNYN P1ann 02”Y355-19pN DYDIYS DN HY DPMY DNIM YY) PYRIN
MIYNY Nman Yy 15N 'NHYa 19IR1 0AN TNR HI2 NYWHRNYN .MIND NPYRIY? N"IR1 DN NIRPDY

1PN PIYY Py PV 1Na PR IR WY Yap Ernst & Young ,Whw D13 TWR MY YR NR
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MYRYY MWD NPT 99791 'NIaN 210N MPNIN YMIX'D DHMN MmN 1o Yy JIAS-19

2NPYTI 10 INORVIVY
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N5V 7IVN MIYIN 2% MPAITNN Y0190 NP ,26 MY TIRINY 293 .MNAYNNNN TNA
TINE RY NNNpa (TIRN 0.7) 0.2% PN L(TINDM 9.5) MTING NN N"IRA

M7NON NPNYVYNNN N"IR DIV INRN

N7ARD SV 11795 NN NNV DR PIN2Y W 73 YRV N1 NAIpn IMIRY 20990 Payh
MNI LY MINRY 95w ROR  .MMAPTINNN DIYVUNY NN MMV SN NPINNpN
DYDIIN PN 11T79Y 1NN MMNMVY N2IRY ROYR Y M RY 19% ;000NN DR MNPNNNN
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DYMY” DY0IN
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VN ,0M2TH DR AR IR 12 ]ORN NIR PRR DT QYDA .DNIAIR 790N NIPOND NR DYWIY
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JRIIVN DIV 1NN YINNH

X
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IAS 19 — Discount rate: High Quality Corporate Bonds and regional market / currency
zone

http://www.iasplus.com/en/meeting-notes/ifrs-ic/2013/ifrs-ic-july-2013/ias19-discount-rate

Date recorded: Jul 16, 2013
Discount rate: High Quality Corporate Bonds

Background

In October 2012, the Committee received a request for guidance on the determination of the rate used to discount
post-employment obligations. The main concerns of the submitter were that:

a. according to paragraph 83 of IAS 19 Employee Benefits the discount rate should be determined by reference

to market yields at the end of the reporting period on high quality corporate bonds (HQCB);

b. 1AS 19 did not specify which corporate bonds qualify as HQCB.

In particular, the submitter asked the Committee whether corporate bonds with an internationally recognised rating
lower than “AA” could be considered to be HQCB. The submitter noted that two views existed in practice:

a. only AA bonds were considered HQCB; or

b. corporate bonds with a rating lower than AA could be considered HQCB.

At the January 2013 meeting, the Committee requested the Staff to consult with the IASB:

o to confirm that the underlying principle for the determination of the discount rate is set out in paragraph 84 of
IAS 19 (2011), and is described as “the discount rate reflects the time value of money but not the actuarial or

investment risk”;
o to clarify about this sentence in paragraph 84;

o to ask whether this sentence in paragraph 84 means that the objective for the discount rate for post-employment

benefit obligations should be a risk-free rate; and

o to confirm that IAS 19 should be amended to clarify that when government bonds are used to establish the

discount rate in the absence of HQCBs, those government bonds used must themselves be high quality.
At the February 2013 IASB meeting, the majority of IASB members agreed.

At the March 2013 Committee meeting, the Staff noted that their proposed next steps were:

o to bring to the May 2013 Interpretation Committee meeting a draft amendment to IAS 19 (narrow scope

amendment) that will reflect the tentative decisions of the IASB in the February 2013 meeting;

o to clarify in the draft amendment that in determining the discount rate an entity shall include corporate bonds
with minimal or very low credit risk issued in other countries, provided that these bonds are issued in the

currency in which the benefits are to be paid.
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May 2013 meeting

Based on the previous discussions, the Staff provided recommended that:
a. paragraph 84 of IAS 19 is amended to provide an objective for the discount rate assumptions; and

b. paragraph 83 of IAS 19 is replaced with non-authoritative implementation guidance to support the objective
in (a).

The discussion started with the proposed wording in paragraph 84, but it soon became apparent that there were
several views from the Committee members on what the objective of the discount rate was. It was acknowledged that
IAS 19 was not a new standard and the Committee had to work within its remit; also, the guidance about HQCB had
originally come from the US.

Some Committee members liked the proposed wording of paragraph 84 and some did not. One Committee member
believed that removal of paragraph 83 would represent a fundamental change.

After a certain amount of general discussion during which some Committee members mentioned practical difficulties,
the Chairman posed a question to the Committee about whether it should continue working on this given the amount
of time and work the Committee and Staff had already spent on it. What the way forward might be?

Majority of the Committee members believed that the best way forward would be to focus on the narrow question of
the original submission (i.e. whether AA and lower rated bonds can be considered as HQCB) instead of the
fundamental changes to IAS 19.

The Staff was asked to go back to the November 2012 decisions and to prepare a new paper about what was
considered a ‘high quality’ in the context of HQCB taking into account the fact that the economic dynamics and rates
change over time. The paper will be discussed in the July 2013 meeting.

There was also a comment that the discussion about HQCB resembled a discussion about most reliable fair value
measurement (i.e. Levels 1-3). In other words, the principle was clear but obtaining data seemed to be a problem.

In the July 2013 meeting, staff presented their view and the Committee members made various comments on the
concept being an absolute concept rather than a relative concept. The Committee’s view was that it had applied
enough resources to this issue and there was a clear majority of members who opted to stop the project but to
amend the wording of the agenda decision to make it more robust. This included:

o making clear the concept and explain that it is an absolute,
o including paragraph regarding the discourse of extra information that may be advisable,
o deleting the paragraph relating to quality bonds classification, and

o revisit the paragraph relating to judgment as it should not change from period-to-period and should be

consistent.
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Discount rate: Regional market

Background

In June 2013, Committee received a request to address explicitly as part of the “discount rate project” the issue of a
regional market sharing the same currency. At the May 2013 meeting, the Committee requested the staff to refocus
their work on whether corporate bonds with a rating lower than ‘AA’ can be considered to be high quality corporate
bonds (HQCB).

The concern was that the Committee does not plan to issue a formal clarification regarding the application of the
requirements of IAS 19 Employee Benefits to determine the discount rate to a regional market sharing the same
currency (e.g. the Eurozone). The issues noted are:

the valuation of post-employment benefit obligations, notably in the current environment of low interest rates in

Europe;

consistency of application of the requirements of IAS 19 in relation to the determination of the discount rate with
reference to HQCB and with reference to a regional market sharing the same currency or currencies pegged to this

regional currency;

according to paragraph 83 of IAS 19 in countries where there is no deep market for HQCB the market yields on

government bonds shall be used;

the reference to ‘in a country’ could reasonably be read as including high quality corporate bonds that are available
in a regional market to which the entity has access, provided that the currency of the regional market and the
country were the same (e.g. the euro).”

In January 2013 the Committee confirmed this position and clarified that “for a liability expressed in euro, the
deepness of the market of high quality corporate bonds should be assessed at the Eurozone level”.

At the July 2013 meeting, a Committee member raised the issue of the scenario where the economic environment is
unstable and if that were the case which Government Bond should be used. In such as case should preparers use
Corporate Bonds on a currency basis or a country basis. The Committee members acknowledge there is dis-connect
between currency and country and therefore proposed clarification of the wording of key concepts within the
standard. There was general support for bonds to be kept at currency zone level; however there was reservation of
whether government bonds should be used instead. Committee members ultimately agreed that High Quality refers
to High quality within currency zone.

Conclusion

The Committee agreed with the Staff's proposal that in determining the discount rate an entity shall include HQCB
issued by entities operating in other countries, provided that these bonds are issued in the currency the benefits are
paid. The Committee also agreed that it should recommend to the IASB to clarify paragraph 83 of IAS 19 by deleting
the reference to “countries”. There were no further comments raised on the proposed wording for the amendment in
IAS 19, as presented by staff.
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Discriminant Analysis MN’2 DR300 DANWVHRN M

Ratio of liquid liabilities to GDP. Liquid liabilities are also known as
broad money, or M3. They are the sum of currency and deposits in
the central bank (MO0), plus transferable deposits and electronic
currency (M1), plus time and savings deposits, foreign currency
transferable deposits, certificates of deposit, and securities
repurchase agreements (M2), plus travelers checks, foreign currency
time deposits, commercial paper, and shares of mutual funds or
market funds held by residents.

Liquid liabilities to
GDP (%)

Total value of all listed shares in a stock market as a percentage of
GDP.

Stock market
capitalization to GDP
(%)

Total amount of domestic private debt securities (amount
outstanding) issued in domestic markets as a share of GDP. It covers
data on long-term bonds and notes, commercial paper and other
short-term notes.

Outstanding domestic
private debt securities
to GDP (%)

Total amount of domestic public debt securities (amount
outstanding) issued in domestic markets as a share of GDP. It covers
long-term bonds and notes, treasury bills, commercial paper and
other short-term notes.

Outstanding domestic
public debt securities
to GDP (%)

Ratio of gross portfolio debt assets to GDP.

Gross portfolio debt
assets to GDP (%)

Demand, time and saving deposits in deposit money banks and other
financial institutions as a share of GDP.

Financial system
deposits to GDP (%)
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