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)RU� GHYHORSLQJ� DQG� WUDQVLWLRQDO� FRXQWULHV� ZH� H[SORUH� WUHQGV� LQ� UXUDO�XUEDQ�
LQWUDUXUDO� DQG� LQWUDXUEDQ� LQHTXDOLW\� RI� LQFRPH�� SRYHUW\� ULVN�� KHDOWK� DQG
HGXFDWLRQ�� ,Q� SDUWLFXODU�� ZH� DVN� ZKHWKHU� EHKLQG� JHQHUDOO\� ULVLQJ� LQHTXDOLW\
SRVW������ OLH� RIIVHWWLQJ� LQWHU� DQG� LQWUDVHFWRUDO� WUHQGV��ZLWK� QDUURZLQJ� UXUDO�
XUEDQ� JDSV²SHUKDSV� GXH� WR� DGMXVWPHQW²EHLQJ� PRUH� WKDQ� RIIVHW� E\� ULVLQJ
LQWUDVHFWRUDO� LQHTXDOLW\�� 2XU� PDLQ� ILQGLQJ� LV� WKDW� WKHUH� LV� QR� VXFK� SDWWHUQ�
5XUDO�XUEDQ�JDSV�LQ�PHDQ�FRQVXPSWLRQ�DQG�SRYHUW\�LQFLGHQFH�KDYH�QDUURZHG
LQ�$IULFD��ZLGHQHG�LQ�$VLD��EXW�VKRZ�QR�JOREDO� WUHQG��XVXDOO\�PRYLQJ�LQ� WKH
VDPH�GLUHFWLRQ�DV�RYHUDOO� LQHTXDOLW\��$Q\ZD\�GLYHUJHQFH� LQ�� VD\��SHU�SHUVRQ
FRQVXPSWLRQ�QHHG�QRW�PHDQ�WKDW�XUEDQ�ELDV�KDV�LQFUHDVHG��H[RJHQRXV�IDFWRUV
PLJKW� KDYH� UDLVHG� WKH� UHODWLYH� UHWXUQV� WR� XUEDQ� DFWLYLWLHV�� ,Q� FRQWUDVW�� RXU
ILQGLQJ� RI� ULVLQJ� XUEDQ�UXUDO� 
RGGV� UDWLRV
� LQ� HGXFDWLRQ� �DQG� WR� VRPH� H[WHQW
KHDOWK��LQGLFDWRUV�GRHV�VHHP�WR�LQGLFDWH�ULVLQJ�XUEDQ�ELDV�
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��� 7KH�27,�K\SRWKHVLV��DGMXVWPHQW��DQG�XUEDQ�ELDV

7KLV�VWXG\��UHYLHZV�WKH�HYLGHQFH�WKDW�RYHUDOO�ZLWKLQ�FRXQWU\�LQHTXDOLW\��DOWKRXJK
VKRZLQJ� QR� WUHQGV� DURXQG� ��������� KDV� LQFUHDVHG� DIWHU� �������� 7KLV� SDSHU�
ZKLFK�LV�FRQILQHG�WR�GHYHORSLQJ�DQG�WUDQVLWLRQDO�FRXQWULHV��H[SORUHV�WKH�WUHQGV�LQ
UXUDO�XUEDQ�� LQWUDUXUDO�DQG� LQWUDXUEDQ� LQHTXDOLW\�RI� LQFRPH��SRYHUW\� ULVN�� KHDOWK
DQG� HGXFDWLRQ�� DQG� WKH� RIIVHWWLQJ� WUHQGV� LQ� LQHTXDOLW\� K\SRWKHVLV� �27,��� 27,
FODLPV�WKDW�XQGHUO\LQJ�WKH�RYHUDOO�LQHTXDOLW\�WUHQG�KDV�EHHQ�D�WHQGHQF\�IRU�ULVLQJ
LQWUDVHFWRUDO�LQHTXDOLW\�WR�EH�RIIVHW�E\�IDOOLQJ�UXUDO�XUEDQ�LQHTXDOLW\�

$IWHU� ������ GHYHORSLQJ� FRXQWULHV� H[SHULHQFHG� PXFK� PRUH� 
DGMXVWPHQW
�� LQ
SDUWLFXODU�SULFH�OLEHUDOL]DWLRQ��WKDQ�SUHYLRXVO\��0DQ\�DUJXH�WKDW�WKLV��DSDUW�IURP
HQKDQFLQJ� HIILFLHQF\� DQG� JURZWK�� PXVW� KDYH� UHGXFHG� UXUDO�XUEDQ� LQHTXDOLW\��
3ULFH�OLEHUDOL]DWLRQ�UHGXFHV�SULFH�GLVWRUWLRQV�DJDLQVW�WUDGDEOHV�WKDW��LQ�GHYHORSLQJ
FRXQWULHV��DUH�XVXDOO\��RIWHQ�VXEVWDQWLDOO\��KDUPIXO�WR�DJULFXOWXUH��.UXHJHU�HW�DO�
������� +HQFH� FRUUHFWLQJ� WKHVH� GLVWRUWLRQV� VKRXOG� QDUURZ� WKH� VXEVWDQWLDO� �DQG
HFRQRPLFDOO\�DUWLILFLDO�DQG�G\VIXQFWLRQDO��JDSV�EHWZHHQ�WKH�XUEDQ�VHFWRU�DQG�WKH
SRRUHU� UXUDO� VHFWRU�� 7UHQGV� LQ� XUEDQ�UXUDO� LQFRPH� LQHTXDOLW\�� LQGXFHG� E\� VXFK
FRUUHFWLRQV� DIWHU������� VKRXOG� WKHUHIRUH� KDYH� WHQGHG� WR� UHGXFH�RYHUDOO� QDWLRQDO
LQHTXDOLW\��DQG�SRYHUW\��

2SSRVLQJ� WKLV� DUH� IDFWRUV�� VRPH� DVVRFLDWHG� ZLWK� OLEHUDOL]DWLRQ� RU� DGMXVWPHQW�
ZKLFK�PD\�KDYH�WHQGHG�WR�UDLVH�UXUDO�XUEDQ�LQHTXDOLW\�

�� 8UEDQ� SHRSOH�� EHLQJ� EHWWHU� HGXFDWHG�� DUH� EHWWHU� SODFHG� WR� H[SORLW� QHZ
HFRQRPLF�RSSRUWXQLWLHV�LQ�WKH�ZDNH�RI�SULFH�OLEHUDOL]DWLRQ�

�� 'HPRJUDSKLF� WUHQGV²IDVWHU� XUEDQ� IHUWLOLW\� WUDQVLWLRQ�� SOXV� WKH� VHOHFWLYH
WRZQZDUG� PRYHPHQW� RI� \RXQJ� SHRSOH�� HGXFDWHG� SHRSOH�� DQG� LQ� $VLD� DQG

������������������������������������������
��$�VKRUWHU�YHUVLRQ�RI�WKLV�SDSHU�DSSHDUV�LQ�&RUQLD��IRUWKFRPLQJ��
��7KLV�SDSHU�GRHV�QRW�VHHN�WR�H[SODLQ�LQWHU�FRXQWU\�
YDULDQFH�LQ�UDWHV�RI�FKDQJH�RI�UXUDO�XUEDQ
LQHTXDOLW\
� E\� 
YDULDQFH� LQ� WKHLU� GHJUHHV� RI� OLEHUDOL]DWLRQ
�� $SDUW� IURP� SUREOHPV� RI� GDWD� DQG
HFRQRPHWULFV�� WKDW� DSSURDFK� IDOOV� IRXO� RI� WKH� IDFW� WKDW� UHPRYDO� RI� PDUNHW� EDUULHUV� LQ� RQH
FRXQWU\� SURYLGHV� VWURQJ� SUHVVXUHV� WRZDUGV� VLPLODU� SULFH� RXWFRPHV� LQ� FRPSHWLWRU� FRXQWULHV�
UHGXFLQJ�WKH�YDULDQFH�DPRQJ�QDWLRQDO�OHYHO�PHDVXUHV�RI�WKH�UDWH�RI�OLEHUDOL]DWLRQ�
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$IULFD�PDOHV��(DVWZRRG�DQG�/LSWRQ������²PD\�KDYH�LPSURYHG�WKH�UHODWLYH
HDUQLQJ�SRZHU�RI�XUEDQ�SHRSOH�

�� 8UEDQ�DQG� IRUPDO�DFWLYLW\��EHLQJ�PRVW� UHJXODWHG� WR�EHJLQ�ZLWK��KDG�PRVW� WR
JDLQ�IURP�GHUHJXODWLRQ�

�� 7KH� VXFFHVVHV� RI� SRYHUW\� UHGXFWLRQ� LQ� �������� OHIW� EHKLQG� D� 
KDUG� FRUH
� RI
ORZ�LQFRPH�� LPPRELOH��RIWHQ�UHJLRQDOO\�DQG�HWKQLFDOO\�VSHFLILF� UXUDO�JURXSV�
ZKLFK��DV� LQ�&KLQD��KDYH�SURYHG�ZHDN� LQ� UHDSLQJ� UXUDO� 
VSUHDG�HIIHFWV
� IURP
QDWLRQDO�JURZWK��DQG�RU�LQ�SDVVLQJ�VXFK�JDLQV�WR�WKHLU�UXUDO�SRRU�

�� 7KHUH� PD\� EH� SHUVLVWHQW� DQG� VWDEOH� XUEDQ� ELDV�� DOORFDWLYH� RXWFRPHV�� DQG
SROLWLFDO�GLVSRVLWLRQV�� LQ�GHYHORSLQJ�FRXQWULHV�VXFK�WKDW�UXUDO�VKDUHV� LQ�PDQ\
VRUWV�RI�HQGRZPHQW��LQYHVWPHQW��KHDOWK��HGXFDWLRQ��SXEOLF�VSHQGLQJ��IDOO�ZHOO
EHORZ� ERWK� HIILFLHQF\� DQG� HTXLW\� RSWLPD� �/LSWRQ� ������� 6XFK� SROLWLFDO
GLVSRVLWLRQV²EHLQJ�QRUPDOO\�XQDIIHFWHG�E\�DGMXVWPHQW� LQ�SULFHV�RU� IRUHLJQ�
WUDGH� UHJLPHV²ZRXOG� RIIVHW� LWV� SUR�UXUDO� HIIHFWV� E\� SUR�XUEDQ� FKDQJHV� LQ
RWKHU�SROLFLHV��VXFK�DV�ORFDWLRQ�RI�SXEOLF�LQYHVWPHQWV�DQG�VFKRROV�

�� 8UEDQ�UXUDO� LQHTXDOLW\� PLJKW� EH� SXVKHG� XS� E\� WKH� FRQWLQXLQJ� JOREDO
GRZQWUHQG�RI�IDUP�SULFHV�YLV�j�YLV�QRQ�IDUP�SULFHV�

7KH� OLPLWHG�GDWD�DYDLODEOH�� UHYLHZHG� LQ� WKLV�SDSHU�� UHIXWH�27,� IRU� WZR� UHDVRQV�
)LUVW��WKH\�VKRZ�QR�RYHUDOO�WHQGHQF\�IRU�ZLWKLQ�FRXQWU\�UXUDO�XUEDQ�LQHTXDOLW\�WR
LQFUHDVH�RU�GHFUHDVH�VLQFH�WKH�����V��6HFRQG��ZKLOH�PRGHVW�QDWLRQDO�DQG�UHJLRQDO
WHQGHQFLHV� H[LVW�� WKH\�GR�QRW�� RQ� WKH�ZKROH�� RIIVHW� WUHQGV� LQ�RYHUDOO� LQHTXDOLW\�
5XUDO�XUEDQ�UDWLRV�RI�ERWK�PHDQ�FRQVXPSWLRQ�DQG�SRYHUW\�ULVN�KDYH�FRPPRQO\
ULVHQ�DORQJVLGH�WRWDO�LQHTXDOLW\��RIWHQ�VKDUSO\��ZLWK�UDSLG�EXW�XQEDODQFHG�FKDQJH�
JURZWK�LQ�&KLQD��GHFOLQH�LQ�5XVVLD���RU�IDOOHQ�DORQJVLGH�WRWDO�LQHTXDOLW\��HLWKHU�DV
LQ� =DPELD� ZKHQ� HFRQRPLF� GHFOLQH� UHQGHUHG� DUWLILFLDO� SURWHFWLRQ� IRU� XUEDQ
LQFRPHV� XQVXVWDLQDEOH�� RU� DV� LQ� ,QGRQHVLD� DORQJVLGH� ODERXU�LQWHQVLYH� JURZWK�
$QG� VRPH� FRXQWULHV�� VXFK� DV� ,QGLD�� KDYH� VHHQ� XUEDQ�UXUDO� UDWLRV� DQG� WRWDO
LQHTXDOLW\�ERWK�DOPRVW�WUHQGOHVV��RIWHQ�ZLWK�PXFK�IOXFWXDWLRQ���

��� 2XWOLQH

6HFWLRQ�,,�DVNV�KRZ�WKH�UXUDO�XUEDQ�GLVWULEXWLRQ�RI�PHDQ�LQFRPH�RU�FRQVXPSWLRQ
KDV�FKDQJHG��DV�EHWZHHQ�UHFHQW�KRXVHKROG�VXUYH\V�LQ�GHYHORSLQJ�DQG�WUDQVLWLRQDO
FRXQWULHV��:H�ILQG�QR�JOREDO�WUHQGV�LQ�HLWKHU�LQWHU��RU�LQWUDVHFWRUDO�LQHTXDOLW\��EXW

������������������������������������������
��0RUHRYHU��WUHQGV�ZLWKLQ�D�FRXQWU\�LQ�WKH�UDWLR�RI�XUEDQ�WR�UXUDO�
ZHOIDUH
�FDQ�GLIIHU�DFFRUGLQJ
WR�WKH�LQGLFDWRU�XVHG²H�J��SULPDU\�HQUROPHQWV��OLWHUDF\�UDWHV��ORQJHYLW\��(DVWZRRG�DQG�/LSWRQ
������
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WKHUH� LV� VRPH� HYLGHQFH�RI� UHJLRQDO� XQLIRUPLW\��27,� KDV� VRPH� VXFFHVV� LQ�/DWLQ
$PHULFD� LI� RQH� FRQVLGHUV�RQO\� FRXQWULHV� IRU�ZKLFK� WKHUH� LV� HYLGHQFH� H[WHQGLQJ
LQWR� WKH� ����V�� )RU� LQVWDQFH�� LW� ILWV� WKH� ODUJHVW� FRXQWU\�� %UD]LO�� RYHU� ��������
DOWKRXJK�QRQ�XQLIRUP�WUHQGV�ZLWKLQ�WKLV�SHULRG�PHDQ�WKDW�D�OLQN�IURP�DGMXVWPHQW
WR� 27,� FDQQRW� EH� DVVHUWHG�� 7KHUH� LV� QR� VXSSRUW� IRU� 27,� LQ� $VLD�� ZKLOH
LQWUDVHFWRUDO� LQHTXDOLW\� LV� WHQGLQJ� WR� ULVH� LQ� WKH� ����V� DQG� ����V�� WKHUH� LV� QR
HYLGHQFH� RI� DQ� RIIVHWWLQJ� IDOO� LQ� UXUDO�XUEDQ� LQHTXDOLW\�� ,QGHHG�� LQ� FRQWUDVW� WR
/DWLQ�$PHULFD��WKH�UXUDO�XUEDQ�JDS�LV�ULVLQJ�LQ�WKH�IRXU�$VLDQ�FRXQWULHV�IRU�ZKLFK
ZH� KDYH� HYLGHQFH� IRU� WKH� ����V� �7DEOH� ,,����� DQG� LQ� WKUHH� RI� WKHP�� LQFOXGLQJ
&KLQD��WKH�ULVH� LV�UDSLG��)RU�$IULFD�DQG� WKH� WUDQVLWLRQDOV��SDXFLW\�RI�GDWD�PHDQV
WKDW�QR�FOHDU�FRQFOXVLRQV�FDQ�EH�GUDZQ�

6HFWLRQ� ,,,� WXUQV� WR� WUHQGV� LQ� WKH� UDWLR� RI� UXUDO� WR� XUEDQ� SRYHUW\�� :H� FRQILQH
RXUVHOYHV��DV�LQ�6HFWLRQ�,,��WR�FRXQWULHV�ZLWK�KRXVHKROG�VXUYH\�GDWD�IRU�PRUH�WKDQ
RQH� \HDU�� ,Q� $VLD�� ZH� ILQG� QR� FKDQJH� LQ� ,QGLD�� VKDUS� UXUDO�XUEDQ� SRYHUW\
GLYHUJHQFH�LQ�&KLQD�VLQFH�������DQG�VRPH�GLYHUJHQFH� LQ�%DQJODGHVK�DQG�PRVW
RWKHU�FRXQWULHV�ZLWK�FRPSDUDEOH�VXUYH\�GDWD��RQO\�,QGRQHVLD�DQG�6UL�/DQND�VKRZ
SRYHUW\�FRQYHUJHQFH��1LQH�RI�WKH�WHQ�WUDQVLWLRQDO�HFRQRPLHV�ZLWK�DYDLODEOH�GDWD
VKRZ� 
IDUPHU�ZRUNHU
� SRYHUW\� GLYHUJHQFH�� DQG� WKHUH� LV� UXUDO�XUEDQ� SRYHUW\
GLYHUJHQFH�LQ�IRXU�RI�WKH�ILYH�FRXQWULHV�ZLWK�UHOLDEOH�KRXVHKROG�VXUYH\V�LQ�/DWLQ
$PHULFD��� 2QO\� LQ� $IULFD� GLG� XUEDQ� DQG� UXUDO� SRYHUW\� VKRZ� VRPH� PLOG
FRQYHUJHQFH� GXULQJ� DGMXVWPHQW�� EXW� GXH� WR� IDOOLQJ� LQWUDUXUDO� LQHTXDOLW\� UDWKHU
WKDQ�WR�FRQYHUJHQFH�EHWZHHQ�PHDQ�UXUDO�DQG�XUEDQ�LQFRPH�

6HFWLRQV� ,9�9� H[SORUH� UXUDO�XUEDQ� LQHTXDOLW\� WUHQGV� LQ� 
KXPDQ� GHYHORSPHQW

LQGLFDWRUV�RI�KHDOWK�DQG�HGXFDWLRQ��,Q�WKH�DEVHQFH�RI�XUEDQ�ELDV�WKHUH�ZRXOG�EH�D
VWURQJ�H[SHFWDWLRQ�RI� FRQYHUJHQFH��5XUDO� OHYHOV�RI�SURYLVLRQ� DQG�DWWDLQPHQW� LQ
KHDOWK� DQG� HGXFDWLRQ� ZHUH�� DURXQG� �������� XVXDOO\� IDU� EHORZ� XUEDQ� OHYHOV
�/LSWRQ� ������� +HQFH� ERWK� FRVW�HIIHFWLYHQHVV� DQG� UHWXUQV� VKRXOG� KDYH� EHHQ
KLJKHU�� VXEVHTXHQWO\�� WR� DFWLYLWLHV� IRU� UXUDO� WKDQ� IRU� XUEDQ� LPSURYHPHQW�� <HW
VLQFH� WKH� ����V� ZH� ILQG� GLYHUJHQFH²RQ� EDODQFH�� IDVWHU� KHDOWK� LPSURYHPHQWV�
DQG�VXEVWDQWLDOO\�IDVWHU�IDOOV�LQ�LOOLWHUDF\��LQ�XUEDQ�WKDQ�LQ�UXUDO�DUHDV��8UEDQ�UXUDO
GLYHUJHQFH� LQ�� VD\�� H[SHQGLWXUH� SHU� FDSLWD� QHHG� QRW� LQGLFDWH� LQWHQVLILHG� XUEDQ
ELDV�� EXW� PLJKW� EH� FDXVHG� E\� H[RJHQRXV� ULVHV� LQ� WKH� UHWXUQV� WR� XUEDQ� VHFWRU
DFWLYLWLHV��WKH�KHDOWK�DQG�HGXFDWLRQ�HYLGHQFH��LQ�FRQWUDVW��GRHV� VHHP�WR�SRLQW� WR
LQWHQVLILHG�XUEDQ�ELDV�LQ�SXEOLF�SROLF\�LQ�WKHVH�DUHDV��VLQFH�SODXVLEOH�DOWHUQDWLYH
K\SRWKHVHV�KHUH�GR�QRW�SUHVHQW�WKHPVHOYHV�

������������������������������������������
��)RU�GDWD�RI�XQNQRZQ�TXDOLW\��WKH�EDODQFH�LQ�/DWLQ�$PHULFD�LV�UHYHUVHG��KRZHYHU�
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6HFWLRQ� 9,� DVNV� KRZ� GHPRJUDSKLF� FKDQJH� LPSLQJHV� RQ� UXUDO�XUEDQ� LQHTXDOLW\
WUHQGV��$OUHDG\� LQ�6HFWLRQV� ,,�9�ZH�KDG� WR� VHSDUDWH� 
JHQXLQH
� FKDQJHV� LQ� UXUDO�
XUEDQ� LQHTXDOLW\� RI�PHDQ� LQFRPH�� SRYHUW\� ULVN�� OLIH� H[SHFWDQF\�� DQG� LOOLWHUDF\�
IURP�HIIHFWV�RI�GHPRJUDSKLF�FKDQJH��IRU�H[DPSOH�� LI� WKH�XUEDQ�SRSXODWLRQ�DJHV
IDVWHU� WKDQ� WKH� UXUDO�� LWV�RYHUDOO�GHDWK�UDWH�PRYHV�GLIIHUHQWO\��6HFWLRQ�9,� VKRZV
WKDW� GLIIHUHQWLDO� UXUDO�XUEDQ� GHPRJUDSKLF� FKDQJHV�� WRJHWKHU� ZLWK� XUEDQL]DWLRQ�
PD\� KHOS� WR� DFFRXQW� IRU� WKH� DEVHQFH� RI� UXUDO�XUEDQ� FRQYHUJHQFH� LQ� WKH
GHYHORSLQJ�ZRUOG�

��� 7UHQGV�LQ�DYHUDJH�UXUDO�DQG�XUEDQ�RXWFRPHV��ZK\�ZRUU\"

)LUVW�� UXUDO�XUEDQ� GLIIHUHQFHV� LQ� PHDQ� FRQVXPSWLRQ� RU� SRYHUW\� DUH� QRW� PHUHO\
UHIOHFWLRQV�RI�GLIIHUHQFHV�LQ�RWKHU�FKDUDFWHULVWLFV�VXFK�DV�OLWHUDF\��(YHQ�DOORZLQJ
IRU�GLIIHUHQFHV�LQ�FKDUDFWHULVWLFV�VXFK�DV�HGXFDWLRQDO�OHYHO��UXUDO�SHRSOH�VWLOO�WHQG
WR�EH� SRRUHU� �GH�+DDQ� DQG�/LSWRQ��������0RUHRYHU�� UXUDO� UHVLGHQFH�PD\� LWVHOI
UHGXFH�HGXFDWLRQDO�OHYHOV��H�J��EHFDXVH�VFKRRO�SURYLVLRQ�LV�OHVV�RU�ZRUVH�

6HFRQG�� WKH� DEVHQFH� RI� DQ\� JHQHUDO� GRZQZDUG� WUHQG� LQ� XUEDQ�UXUDO� UDWLRV� RI
ZHOIDUH�LQGLFDWRUV�LQ�GHYHORSLQJ�DQG�WUDQVLWLRQDO�FRXQWULHV�LV�RI�LQWHUHVW��EHFDXVH
LW�LV�FRQWUDU\�WR�ORQJ�UXQ�H[SHFWDWLRQV��7KHVH�UDWLRV�DUH�JHQHUDOO\�IDU�DERYH�XQLW\�
\HW� DUH� FORVH� WR� RU� EHORZ� XQLW\� LQ� 2(&'�� 6R� RQH� ZRXOG� H[SHFW� LQFUHDVLQJ
LQIRUPDWLRQ��HGXFDWLRQ��FDSLWDO�DQG�ODERXU�PRELOLW\��DQG�SROLWLFDO� UHSUHVHQWDWLRQ
DOO�WR�LQGXFH�IDOOV�LQ�DUELWUDU\�DQG�SHUVLVWHQW�UXUDO�GLVDGYDQWDJH��+RZHYHU��WKHUH
LV�QR� UHDVRQ�ZK\� WKLV� VKRXOG�EH� VWLPXODWHG�E\� WKH� VHW� RI� DGMXVWPHQW� SURFHVVHV
WKDW� KDYH� XQGHUSLQQHG� LQFRPH�GLVWULEXWLRQ� FKDQJH� VLQFH� WKH� ODWH� ����V�� 7KHVH
SURFHVVHV� GLG� UHGXFH� VRPH� DQWLUXUDO� SULFH� GLVWRUWLRQV�� EXW� PD\� KDYH� LQFUHDVHG
RWKHU�DQWLUXUDO�GLVWRUWLRQV��HVSHFLDOO\�JLYHQ�D�URXJKO\�
FRQVWDQW
�XUEDQ�SROLF\�ELDV
�VHH� DERYH��� 0RUHRYHU�� PDUNHW�IULHQGO\� DGMXVWPHQW� KDV� XVXDOO\� EHHQ
DFFRPSDQLHG�E\�DOO�URXQG�FXWV�LQ�SXEOLF�H[SHQGLWXUH�GXULQJ�LQLWLDO�VWDELOL]DWLRQ�
DQG� VRPHWLPHV� E\� D� IXUWKHU� SXVK� WRZDUGV� VPDOOHU� JRYHUQPHQW� ODWHU�� EXW�� WR
HQDEOH� UXUDO�XUEDQ�GLVSDULWLHV� WR� IDOO��QHZ�PDUNHW�RSSRUWXQLWLHV�PD\�QHHG� WR�EH
DFFRPSDQLHG�E\�PHDVXUHV�WKDW�KHOS�UXUDO�SHRSOH�WR�H[SORLW�WKHP��QRW�E\�DOO�URXQG
FXWV�

7KLUG��RXU�ILQGLQJ�RI�QRQ�FRQYHUJHQW�WUHQGV�LQ�UXUDO�DQG�XUEDQ�ZHOIDUH�GRHV�QRW
PHUHO\� UHIOHFW� SURGXFWLYLW\� WUHQGV�� ,QGHHG� LW� LV�� DW� ILUVW� VLJKW�� FRQWUDU\� WR� WKH
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WHQGHQF\� LQ� �������� WRZDUGV� D� IDOO� LQ� QRQIDUP�IDUP�QRPLQDO�� UDWLRV� RI� ODERXU
SURGXFWLYLW\�� 6XFK� UDWLRV� ZHUH� DURXQG� ���� LQ� QRZ�GHYHORSHG� FRXQWULHV� GXULQJ
HDUO\�PRGHUQ�JURZWK��XVXDOO\�LQ�WKH�QLQHWHHQWK�FHQWXU\���EXW�DERXW���LQ�WKH�HDUO\
����V� LQ� $VLD� DQG� /DWLQ� $PHULFD�� DQG� LQ� $IULFD� DURXQG� ��� 7KH� SRVVLEOH
LQHIILFLHQF\�RI� UDWLRV�VR� IDU�DERYH�XQLW\²VLQFH�WKH\�DSSHDU� WR�H[LVW� DOVR�DW� WKH
PDUJLQ��DQG� WR�EH�PLUURUHG�E\�QRQIDUP�WR�IDUP� UDWLRV�RI�DYHUDJH�DQG�PDUJLQDO
*'3� SHU� XQLW� RI� FDSLWDO� ZHOO� DERYH� XQLW\²OHG� WR� WKH� XUEDQ� ELDV� K\SRWKHVLV
�/LSWRQ��������+RZHYHU��QRQIDUP�WR�IDUP�UDWLRV�RI�DYHUDJH�*'3�SHU�ZRUNHU�LQ
�������� IHOO�� RIWHQ� GUDPDWLFDOO\�� LQ� PRVW� GHYHORSLQJ� FRXQWULHV� �%RXUJXLJQRQ
�������GHVSLWH�WKH�IDOOLQJ�ZRUOG�WUHQG��DURXQG���������SHU�FHQW�SHU�\HDU��RI�IDUP
UHODWLYH�WR�QRQ�IDUP�SULFHV��7KH�DEVHQFH�RI�FRUUHVSRQGLQJO\�GUDPDWLF�QDWLRQDO²
RU�DQ\� 
WKLUG�ZRUOG�ZLGH
²FRQYHUJHQFH�RI�UXUDO�DQG�XUEDQ�ZHOIDUH�LQGLFDWRUV�LV
WKHUHIRUH� VXUSULVLQJ�� HVSHFLDOO\� LQ� YLHZ� RI� WKH� ULVH� LQ� WKH� SURSRUWLRQ� RI� UXUDO
LQFRPH� GHULYHG� IURP� QRQ�IDUP� DFWLYLW\� �ZKLFK� VWLOO� DOPRVW� DOZD\V� JHQHUDWHV
VXEVWDQWLDOO\�KLJKHU�LQFRPH�SHU�ZRUNHU�WKDQ�IDUPLQJ��HYHQ�LI�OHVV�VR�WKDQ�LQ�����
WKDQ�LQ�������

)RXUWK�� WUHQGV� LQ� UXUDO�XUEDQ�GLVSDULWLHV�PDWWHU�� HYHQ� LI� UDSLG�JURZWK� LV�� IRU� WKH
WLPH�EHLQJ��HQVXULQJ� WKDW�HYHU\ERG\
V�HFRQRPLF�ZHOIDUH� LV� LQFUHDVLQJ��)LUVW�� DQ
XSWUHQG� LV� RIWHQ� LWVHOI� LQHIILFLHQW�� )RU� H[DPSOH�� DIWHU� UXUDO�XUEDQ� LQHTXDOLW\� LQ
SULPDU\�VFKRRO�SURYLVLRQ�SHU�SHUVRQ�KDV�ULVHQ�SDVW�D�FHUWDLQ�SRLQW��DQ�H[WUD�UXUDO
SODFH�LV�DW�RQFH�FKHDSHU��PRUH�HGXFDWLRQDOO\�SURGXFWLYH��DQG�PRUH�FRQWULEXWRU\
WR� *13� WKDQ� DQ� H[WUD� XUEDQ� SODFH�� 6HFRQG�� DQ� XSWUHQG� LV� RIWHQ� D� VLJQ� RI
LQHIILFLHQF\��,I�WKH�XQVNLOOHG�XUEDQ�ZDJH�NHHSV�ULVLQJ�UHODWLYH�WR�WKH�UXUDO��ZK\�LV
WKLV� WUHQG�QRW� UHYHUVHG� DV� ODERXU�PRYHV� IURP�YLOODJH� WR� WRZQ�� DQG�FDSLWDO� �DQG
HPSOR\HUV�� IURP� WRZQ� WR� YLOODJH"� 7KLUG�� KLJK� RU� ULVLQJ� UXUDO�XUEDQ� LQHTXDOLW\
PD\� GDPDJH� VXEVHTXHQW� HFRQRPLF� JURZWK� 7KH� EDODQFH� RI� HYLGHQFH� VWURQJO\
VXSSRUWV�D�QHJDWLYH�LPSDFW�IURP�RYHUDOO�LQHTXDOLW\��%pQDERX�������.DQEXU�DQG
/XVWLJ� ������� EXW� WKLV� LV� FRQWURYHUVLDO�� SHUKDSV� EHFDXVH� GLIIHUHQW� W\SHV� RI
LQHTXDOLW\�KDYH�RSSRVLWH�HIIHFWV�RQ�JURZWK�� ,QHTXDOLW\�RI�HDUQLQJV� WKDW� UHZDUGV
HIIRUW�� RU� SURYLVLRQ� RI� JURZWK�FRQVWUDLQLQJ� VNLOOV� LQ� LQFRPH�HODVWLF� VXSSO\�� LV
OLNHO\�WR�EH��DW�OHDVW�XS�WR�D�SRLQW��SUR�JURZWK��,QHTXDOLW\�RI�DVFULEHG�LQFRPH��RU
LQFRPH� GXH� WR� DVFULEHG� ZHDOWK²LQFRPH� RU� ZHDOWK� DFFUXLQJ� EHFDXVH� RI�� VD\�
LQKHULWDQFH��SULHVWO\�VWDWXV��RU�SRVLWLRQLQJ�WR�VHL]H�PRQRSRO\�UHQW�RU�WR�XQGHUWDNH

������������������������������������������
��7KXV� WKH�*'3�VKDUHV�EHORZ�DUH�PHDVXUHG�DW�FXUUHQW�SULFHV��7KLV� LV�DSSURSULDWH� LQ� VHHNLQJ

WKH�SURGXFWLYLW\�FRXQWHUSDUW�RI�ZHOIDUH�FKDQJH
�VLQFH�LW�LV�QRPLQDO��QRW�FRQVWDQW�SULFH��WUHQGV
LQ�D�VHFWRU
V�*'3�VKDUH�WKDW�FRUUHVSRQG�WR�WLPH�WUHQGV�LQ�LQFRPHV�UHFHLYHG�E\�IDFWRUV�LQ�WKDW
VHFWRU�
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SROLWLFDO�OREE\LQJ²UHZDUGV�LWV�EHQHILFLDULHV��QRW�DV�DFKLHYHUV��EXW�ZLWK�D�WD[�RQ
WKH�LQFHQWLYHV�SD\DEOH�WR�DFKLHYHUV��KHQFH�LW�LV�DQWL�JURZWK��5XUDO�XUEDQ�RU�RWKHU
VSDWLDO�LQHTXDOLW\� LV� OLNHO\� WR�EH�DVFULEHG�UDWKHU� WKDQ�DWWDLQHG��5XUDO�XUEDQ��DQG
IDUP�QRQIDUP��LQHTXDOLWLHV�DUH�JHQHUDOO\�IDU�OHVV�LQ�2(&'�WKDQ�LQ�GHYHORSLQJ�RU
WUDQVLWLRQDO�FRXQWULHV��RQH�ZRXOG�H[SHFW�WKH�UHGXFWLRQ�RI�VXFK�LQHTXDOLWLHV�WR�EH�D
FRQFRPLWDQW�RI�GHYHORSPHQW��DQG�WKH\�PD\�ZHOO�DOVR�DFFHOHUDWH�LW�

,, 585$/�85%$1�$1'�,175$6(&725$/�&2175,%87,216�72
&+$1*(6�,1�7+(�29(5$//�,1(48$/,7<�2)

&2168037,21�25�,1&20(

��� 2YHUYLHZ

'DWD� OLPLWDWLRQV� KDYH� IRUFHG� XV� WR� DGRSW� D� SLHFHPHDO� DSSURDFK�� )RU� PDQ\
FRXQWULHV�� HVSHFLDOO\� LQ�$IULFD�� WKHUH� DUH� IHZ�XVHIXO� GDWD�� )RU�PDQ\�RWKHUV��ZH
KDYH�*LQL�FRHIILFLHQWV��QDWLRQDO�� UXUDO�DQG�XUEDQ��DW�PRUH� WKDQ�RQH�GDWH��EXW�QR
LQIRUPDWLRQ� RQ� VHFWRUDO� PHDQ� LQFRPH� �RU� FRQVXPSWLRQ�� SHU� KRXVHKROG�� SHU
HTXLYDOHQW� DGXOW� RU�SHU� FDSLWD²WKLV�TXDOLILHU� VKRXOG�EH�XQGHUVWRRG� LQ�PXFK� RI
ZKDW� IROORZV��� 'DWD� RQ� WKH� VKDUH� RI� WKH� SRSXODWLRQ� LQ� XUEDQ� DUHDV� DUH� XVXDOO\
DYDLODEOH��2XU�K\SRWKHVHV�DUH�WKDW��D��LQ�WKH�����V�DQG�����V�XUEDQ�UXUDO�PHDQ
LQFRPH� RU� FRQVXPSWLRQ� LQHTXDOLW\� KDV� IDOOHQ� �SDUWO\� LQ� UHVSRQVH� WR� DGMXVWPHQW
SROLFLHV�� DQG� LQWUDVHFWRU� LQHTXDOLW\� KDV� ULVHQ� �27,��� DQG� �E�� WKLV� UHSUHVHQWV� D
FKDQJH�IURP�WKH�����V�DQG�����V��LQ�ZKLFK�WKHVH�LQHTXDOLWLHV�JHQHUDOO\�FKDQJHG
OLWWOH�

'DWD� OLPLWDWLRQV� PHDQ� WKDW� RXU� FRQFOXVLRQV� RQ� WKH� 27,� K\SRWKHVLV� PXVW� EH
WHQWDWLYH�� 1HYHUWKHOHVV�� WKH� WZR� UHJLRQV� IRU� ZKLFK� RXU� GDWD� DUH� EHVW²/DWLQ
$PHULFD�DQG�$VLD²RIIHU�DQ�LQWULJXLQJ�FRQWUDVW��27,�KDV�VRPH�VXFFHVV�LQ�/DWLQ
$PHULFD� LI� RQH� FRQVLGHUV�RQO\� FRXQWULHV� IRU�ZKLFK� WKHUH� LV� HYLGHQFH� H[WHQGLQJ
LQWR�WKH�����V��,W�ILWV�WKH�ODUJHVW�FRXQWU\��%UD]LO��RYHU����������WKDQNV�WR�D�YHU\
VKDUS� QDUURZLQJ� RI� UXUDO�XUEDQ� LQHTXDOLW\� GXULQJ� �������� LW� DOVR� ILWV�+RQGXUDV
RYHU����������,Q�&KLOH�� WKH�RQO\�RWKHU�FRXQWU\�IRU�ZKLFK�ZH�KDYH�GDWD�RQ�HDFK
LQHTXDOLW\�FRPSRQHQW�H[WHQGLQJ�LQWR�WKH�����V��ZH�DOVR�ILQG�WKH�UXUDO�XUEDQ�JDS
QDUURZLQJ�DQG�UXUDO�LQHTXDOLW\�ULVLQJ��EXW�KHUH�XUEDQ�LQHTXDOLW\�IDOOV��&RQYHUVHO\�
27,�GRHV�EDGO\� LQ�$VLD��ZKLOH� LQWUDVHFWRUDO� LQHTXDOLW\� LV� WHQGLQJ� WR� ULVH� LQ� WKH
����V� DQG� ����V�� WKHUH� LV� QR� HYLGHQFH� RI� DQ� RIIVHWWLQJ� IDOO� LQ� UXUDO�XUEDQ
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LQHTXDOLW\��,QGHHG��LQ�FRQWUDVW�WR�/DWLQ�$PHULFD��WKH�UXUDO�XUEDQ�JDS�LV�ULVLQJ�LQ
WKH�IRXU�$VLDQ�FRXQWULHV�IRU�ZKLFK�ZH�KDYH�HYLGHQFH�IRU�WKH�����V��7DEOH�,,����
DQG�LQ�WKUHH�RI�WKHP��LQFOXGLQJ�&KLQD��WKH�ULVH�LV�UDSLG�

+RZ� FDQ� ZH� MXGJH� WKH� 27,� K\SRWKHVLV� LQ� D� SDUWLFXODU� FDVH"�:H� LGHDOO\� ZDQW
WUHQG�GDWD�IURP������WR�WKH�SUHVHQW�RQ�XUEDQ�UXUDO�UHODWLYH�PHDQ�LQFRPH�WRJHWKHU
ZLWK�XUEDQ�DQG�UXUDO�LQHTXDOLW\�LQGLFHV��7R�JR�EH\RQG�TXDOLWDWLYH�VWDWHPHQWV�VR
DV�WR�LGHQWLI\�WKH�TXDQWLWDWLYH�LPSDFW�RI�LQWHU��DQG�LQWUDVHFWRUDO�LQHTXDOLW\�FKDQJH
RQ�RYHUDOO�LQHTXDOLW\�UHTXLUHV�PRUH�GDWD�DQG�UDLVHV�FRQFHSWXDO�GLIILFXOWLHV�VHW�RXW
EHORZ�� 7R� DQWLFLSDWH�� HYHQ� LI� LQHTXDOLW\� FDQ� EH� GHFRPSRVHG� LQWR� LQWHU� DQG
LQWUDVHFWRUDO�FRPSRQHQWV��QRW�WKH�FDVH�ZLWK�WKH�PRVW�FRPPRQO\�DYDLODEOH�LQGH[�
WKH�*LQL��� LWV�FKDQJH�RYHU�WLPH�KDV�D�FRPSRQHQW�GXH� WR�FKDQJHV� LQ� WKH�VHFWRUDO
SURSRUWLRQV�RI�SRSXODWLRQ��VR�WKDW�SRSXODWLRQ�VKDUH�GDWD�DUH�QHHGHG�DV�ZHOO��(YHQ
LI�WKH�PLQLPXP�GDWD�QHHGHG�WR�MXGJH�WKH�27,�K\SRWKHVLV�DUH�QRW�DYDLODEOH��WUHQGV
LQ�UHODWLYH�VHFWRUDO�PHDQ�LQFRPH�RU�VHFWRUDO�LQHTXDOLW\�WUHQGV�DUH�KHOSIXO�DQG�DUH
UHSRUWHG�

7KH�GHFRPSRVLWLRQV�WR�EH�GLVFXVVHG�DUH�DOO�DWKHRUHWLFDO��VR�FDXVDO�LQWHUSUHWDWLRQ
LV�SHULORXV��)RU�LQVWDQFH��WR�VD\�LQ�UHVSHFW�RI�WKH�G\QDPLF�GHFRPSRVLWLRQ�RI�WKH
FKDQJH� LQ� WKH�7KHLO�/� WKDW�;�SHU� FHQW�RI� WKH� FKDQJH� LV� FDXVHG� E\� D� FKDQJH� LQ
XUEDQ�UXUDO� LQHTXDOLW\�� <� SHU� FHQW� E\� D� FKDQJH� LQ� LQWUDVHFWRUDO� LQHTXDOLW\� DQG
�����;�<�� SHU� FHQW� E\� GHPRJUDSKLF� FKDQJH� ZRXOG� EH� DFFXUDWH� RQO\� LI� WKHVH
FKDQJHV�ZHUH�WKHPVHOYHV�H[RJHQRXV�DQG�LQGHSHQGHQW��,QGHSHQGHQFH�LV�D�VWURQJ
DVVXPSWLRQ�� 1RW� RQO\� GRHV� LW� QHJOHFW� IHHGEDFN� IURP� �IRU� LQVWDQFH�� XUEDQ�UXUDO
LQHTXDOLW\�WR�UXUDO�XUEDQ�PLJUDWLRQ��EXW�LW�UHTXLUHV�RI�UXUDO�XUEDQ�PLJUDWLRQ�WKDW
WKH�PLJUDQW�JURXS� �D�� OHDYH� UXUDO� VHFWRU� LQHTXDOLW\�XQDIIHFWHG�RQ�GHSDUWXUH�� �E�
OHDYH�XUEDQ�VHFWRU�LQHTXDOLW\�XQDIIHFWHG�RQ�DUULYDO���F��OHDYH�UHODWLYH�XUEDQ�PHDQ
LQFRPH�XQDIIHFWHG��:H�NQRZ�LQ�SUDFWLFH�WKDW�WKH�HGXFDWLRQ�DQG�HDUQLQJ�SRZHU�RI
WKH�W\SLFDO�UXUDO�WR�XUEDQ�PLJUDQW�LV�DERYH�WKDW�RI�WKH�W\SLFDO�YLOODJHU�EXW�EHORZ
WKDW� RI� WKH� W\SLFDO� WRZQSHUVRQ�� VR� WKDW� W\SLFDO� PLJUDWLRQ� WHQGV� WR� ORZHU� PHDQ
XUEDQ� DQG� UXUDO� LQFRPH�� ZLWK� DPELYDOHQW� HIIHFWV� ERWK� RQ� WKHLU� UDWLR� DQG� RQ
VHFWRUDO�LQHTXDOLWLHV��6R��D���F��DERYH�PLJKW�FRQFHLYDEO\�QRW�EH�WRR�LQDFFXUDWH�LQ
VRPH�FDVHV��1HYHUWKHOHVV��ZH�FRQFOXGH� WKDW�D� ODUJH�GHPRJUDSKLF�FRPSRQHQW� LQ
DQ�LQHTXDOLW\�GLVDJJUHJDWLRQ�LV�D�UHDVRQ�IRU�H[WUHPH�FDXWLRQ�LQ�LQWHUSUHWDWLRQ�

��� 5XUDO�XUEDQ�LQHTXDOLW\�GHFRPSRVLWLRQV��DQDO\WLFV

&DQ�ZH�GHFRPSRVH� LQHTXDOLW\�FKDQJHV� LQ�GHYHORSLQJ�DQG� WUDQVLWLRQDO�FRXQWULHV
LQWR� FRPSRQHQWV� DULVLQJ� IURP� FKDQJHV� LQ� LQWHUVHFWRUDO� �XUEDQ�UXUDO�� LQHTXDOLW\
DQG� LQWUDVHFWRUDO� �XUEDQ� DQG� UXUDO�� LQHTXDOLW\"� 7KH� FRPPRQHVW� PHDVXUHV� RI
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LQHTXDOLW\�DUH�WKH�*LQL��7KHLO�/�DQG�7KHLO�7��7KHVH�PHDVXUHV�GLIIHU�DFFRUGLQJ�WR
WKH�ZHLJKW�JLYHQ� WR� LQHTXDOLW\�DW�GLIIHUHQW�SDUWV�RI� WKH�GLVWULEXWLRQ�� WKH�7KHLO�/
EHLQJ�PRVW�VHQVLWLYH�WR�ORZ�HQG�LQHTXDOLW\�FKDQJHV��VHH��IRU�LQVWDQFH��/LWFKILHOG
DQG� )HUUHLUD� ������� 7KH\� DOVR� GLIIHU� LQ� WKHLU� GHFRPSRVDELOLW\� LQWR� SRSXODWLRQ
VXE�JURXS� FRPSRQHQWV�� 7KH�ZRUVW� LQ� WKLV� UHVSHFW� LV� WKH�*LQL�� ZKLOH� LQWHU�� DQG
LQWUDVHFWRUDO� FRPSRQHQWV� FDQ� EH� LGHQWLILHG�� WKHVH� DUH� QRW� LQGHSHQGHQW� RI� RQH
DQRWKHU�DQG��ZRUVH��WKHUH�LV�D�UHVLGXDO�FRPSRQHQW�UHIOHFWLQJ�WKH�RYHUODS�EHWZHHQ
LQFRPHV�LQ�GLIIHUHQW�VXE�JURXSV��/DPEHUW�DQG�$URQVRQ��������

7KH�7KHLO�/�DQG��7�LQGLFHV�DUH�WKH�VXPV�RI�GHYLDWLRQV�RI�ORJ�LQGLYLGXDO�LQFRPHV
IURP� ORJ� PHDQ� LQFRPH� GLYLGHG� E\� SRSXODWLRQ�� XQZHLJKWHG� DQG� ZHLJKWHG� E\
LQGLYLGXDO� LQFRPH� UHODWLYH� WR� WKH� PHDQ� UHVSHFWLYHO\�� %RWK� DUH� GHFRPSRVDEOH
ZLWKRXW� OHDYLQJ� D� UHVLGXDO�� VR��ZLWK� Y�� DQG�X�� UHSUHVHQWLQJ� VHFWRUDO� LQFRPH� DQG
SRSXODWLRQ�VKDUHV

7� �7%(7:((1���7:,7+,1� �7%(7:((1���>Y878���Y575@ ���
/� �/%(7:((1���/:,7+,1� �/%(7:((1���>Q8/8���Q5/5@ ���

7KH� 
EHWZHHQ
� WHUPV� KDYH� D� QDWXUDO� LQWHUSUHWDWLRQ� LQ� HDFK� FDVH�� WKH\� DUH� ZKDW
RYHUDOO� LQHTXDOLW\� ZRXOG� EH� LI� LQWUDVHFWRUDO� LQHTXDOLW\� ZHUH� HOLPLQDWHG� E\
UHGLVWULEXWLRQ��$Q�DWWUDFWLYH�IHDWXUH�RI�WKH�7KHLO�/��EXW�QRW�WKH�7KHLO�7��LV�WKDW�D
VLPLODU�LQWHUSUHWDWLRQ�KROGV�DOVR�IRU�WKH�
ZLWKLQ
�WHUP��LW�LV�ZKDW�RYHUDOO�LQHTXDOLW\
ZRXOG�EH� LI� LQFRPH�ZHUH� WUDQVIHUUHG� IURP� WKH�XUEDQ� VHFWRU� WR� WKH� UXUDO� VHFWRU�
VFDOLQJ�GRZQ�XUEDQ�LQFRPHV�DQG�VFDOLQJ�XS�UXUDO�LQFRPHV��VR�WKDW�VHFWRUDO�PHDQ
LQFRPHV� ZHUH� HTXDOL]HG��� 7KH� LQGHSHQGHQFH� RI� WKH� EHWZHHQ� DQG� ZLWKLQ
FRPSRQHQWV� LQ� WKH� FDVH� RI� WKH�7KHLO�/�PHDQV� WKDW�ZH� FDQ� FOHDUO\� VHSDUDWH� WKH

UXUDO�XUEDQ
�IURP�WKH�
LQWUDVHFWRUDO
�SDUW�RI�FKDQJHV��DV�ZHOO�DV�RI�OHYHOV��LQ�WRWDO

������������������������������������������
��6SHFLILFDOO\��*� ��Q5�Q8��P8�P5��P�����Q8�Y8�*8���Q5�Y5�*5����5��ZKLFK�ZH�FRXOG�ZULWH
*�  �*%(7:((1� ��*:,7+,1� �� 5��ZKHUH� Q8�Q5� DUH� SRSXODWLRQ� VKDUHV�� Y8�Y5� VKDUHV� LQ� QDWLRQDO
LQFRPH��P8�P5�VHFWRUDO�PHDQ�LQFRPHV��ZH�DVVXPH�P8!P5��DQG�*8�DQG�*5�DUH� WKH�VHFWRUDO
*LQLV�� *%(7:((1� LV� ZKDW� WKH� RYHUDOO� *,1,� ZRXOG� EH� LI� VHFWRUDO� LQFRPHV� ZHUH� HTXDOO\
GLVWULEXWHG�� *:,7+,1� LV� LQWUDVHFWRUDO� LQHTXDOLW\� DQG� 5� LV� WKH� 
RYHUODSSLQJ
� UHVLGXDO�� 7KH
LQWHUGHSHQGHQFH�RI� WKH� LQWHU�� DQG� LQWUDVHFWRUDO�FRPSRQHQWV�DULVHV�EHFDXVH�RI� WKH�SUHVHQFH�RI
WKH� LQFRPH� VKDUH� WHUPV� LQ� WKH� H[SUHVVLRQ� IRU�*:,7+,1�� 6R�� HYHQ�ZLWK� QR� RYHUODSSLQJ� �5 ���
*:,7+,1� LV�QRW�ZKDW�*�ZRXOG�EH� LI� LQWHUVHFWRUDO� LQHTXDOLW\�ZHUH�HOLPLQDWHG�� VLQFH� HTXDOL]LQJ
VHFWRUDO�PHDQ�LQFRPHV�ZRXOG�FKDQJH�WKH�ZHLJKWV�RQ�*8�DQG�*5�
��7KH�SUHVHQFH�RI�LQFRPH�VKDUHV�DV�ZHLJKWV�LQ�WKH�ZLWKLQ�WHUP�IRU�WKH�7KHLO�7�PDNHV�WKLV�WHUP
GHSHQGHQW� RQ� WKH� 
EHWZHHQ
� WHUP�� DV� IRU� WKH� *LQL�� 6R� WKH� 7KHLO�7� LV� VDLG� WR� EH� ZHDNO\
GHFRPSRVDEOH��ZKLOH�WKH�7KHLO�/�LV�VWURQJO\�GHFRPSRVDEOH��0XNKHUMHH�DQG�6KRUURFNV�������



�

LQHTXDOLW\��7KH�FKDQJH�LQ�/�EHWZHHQ�WZR�GDWHV�FDQ��WR�ILUVW�RUGHU��EH�ZULWWHQ��P8�
P5�DUH�VHFWRUDO�PHDQ�LQFRPHV��P�LV�QDWLRQDO�PHDQ�LQFRPH��

D/� �>Q8D/8���Q5D/5@���>�Y8²Q8��DOQ�P8�P5�@
��>�/8�/5�����P8�P²OQ�P8�P������P5�P²OQ�P5�P��@DQ8 ���

7KH� ILUVW� DQG� VHFRQG� VTXDUH�EUDFNHWHG� WHUPV� DUH� WKH� FRQWULEXWLRQV� RI� LQWUD� DQG
LQWHUVHFWRUDO� LQHTXDOLW\�FKDQJHV� UHVSHFWLYHO\�DQG�WKH� WKLUG� UHIOHFWV�GHPRJUDSKLF
FKDQJH��7KH� ILUVW� FRPSRQHQW�RI� WKLV� FKDQJH�� �/8�/5��DQ8�� LQGLFDWHV�KRZ�PXFK
RYHUDOO� LQHTXDOLW\� LV� LQFUHDVHG� E\� WKH� ULVLQJ� SRSXODWLRQ� VKDUH� DQ8� �GXH� WR
PLJUDWLRQ��VD\��LQ�WKH�QRUPDOO\�PRUH�XQHTXDO�XUEDQ�VHFWRU��7KH�UHPDLQLQJ�WHUPV
UHSUHVHQW� D� VRUW� RI� 
.X]QHWV
� FRPSRQHQW�� VLQFH� WKH\� XQGHUOLH� WKH� VWDQGDUG
H[SODQDWLRQ� RI� WKH� .X]QHWV� 
LQYHUWHG� 8
� K\SRWKHVLV� RI� WKH� UHODWLRQ� EHWZHHQ
GHYHORSPHQW�DQG�LQHTXDOLW\��5RELQVRQ�������$QDQG�DQG�.DQEXU��������VLQFH�LQ
WKH�DEVHQFH�RI� LQWUDVHFWRUDO� LQHTXDOLW\�����SHU�FHQW�XUEDQL]DWLRQ�RU� UXUDOL]DWLRQ
LPSOLHV� ]HUR� LQHTXDOLW\�� SRSXODWLRQ�PRYHPHQW� WRZDUGV� WKH� QXPHULFDOO\� VPDOOHU
VHFWRU� PXVW� �DW� OHDVW� LQLWLDOO\�� EH� LQHTXDOLW\�LQFUHDVLQJ�� XQOHVV� VHFWRUDO� PHDQ
LQFRPHV�DUH�HTXDO��

+RZ�XVHIXO�DUH�VWDWLF�GHFRPSRVLWLRQV�DORQH"�7DNH�WKH�FDVH�RI� WKH�7KHLO�/��7KH
GLIILFXOW\� LV� WKDW� LI�� VD\�� WKH� 
EHWZHHQ
� FRPSRQHQW� KDV� ULVHQ� DQG� WKH� 
ZLWKLQ

FRPSRQHQW�KDV� IDOOHQ�LQ�HTXDWLRQ������RQH�GRHV�QRW�NQRZ�IURP�WKLV�DORQH�ZKDW
KDV�KDSSHQHG� WR� WKH�XQGHUO\LQJ� LQWUD� DQG� LQWHUVHFWRUDO� LQHTXDOLWLHV�� ,W�PLJKW� EH

DOO� GHPRJUDSK\
�� VLQFH� FKDQJHG� SRSXODWLRQ� SURSRUWLRQV� ZLOO� DOWHU� ERWK� WKH
EHWZHHQ� DQG� ZLWKLQ� FRPSRQHQWV� HYHQ� LI� WKH� WZR� VHFWRUDO� 7KHLOV� DQG� UHODWLYH
PHDQ� VHFWRUDO� LQFRPH� DUH� XQFKDQJHG�� +RZHYHU�� LI� RQH� LV� RQO\� LQWHUHVWHG� LQ
TXDOLWDWLYH� HIIHFWV�� RQH� FDQ� VLPSO\� ORRN� GLUHFWO\� DW� ZKDW� KDV� KDSSHQHG� WR� WKH
WKUHH�XQGHUO\LQJ�LQHTXDOLWLHV²EXW� WKHQ��RI�FRXUVH�� WKH�VWDWLF�GHFRPSRVLWLRQV�DV
VXFK� KDYH� QRW� KHOSHG�� ,Q� DQ\� FDVH�� WKH� LQIRUPDWLRQDO� UHTXLUHPHQWV� RI� VWDWLF
GHFRPSRVLWLRQV� DW� WZR� GDWHV� DUH� WKH� VDPH� DV� WKRVH� IRU� WKH� G\QDPLF
GHFRPSRVLWLRQ�EHWZHHQ�WKRVH�GDWHV�� VR� WKHUH� LV� OLWWOH� UHDVRQ�QRW� WR�FRPSXWH� WKH

������������������������������������������
��7KH�.X]QHWV�FRPSRQHQW�RI�����FDSWXUHV�WKLV�HIIHFW��RWKHU�WKLQJV�HTXDO��XUEDQL]DWLRQ�ZLOO�ILUVW
UDLVH� /� DQG� WKHQ� HYHQWXDOO\� ORZHU� LW²LI� �P8�P5�� LV� VPDOO� �L�H�� LI� OQ���� �PL�P��P�� LV
DSSUR[LPDWHG�E\��PL�P��P�IRU�L 8�5��FURVVRYHU�FDQ�EH�VKRZQ�WR�RFFXU�ZKHQ�XUEDQ�DQG�UXUDO
SRSXODWLRQV�DUH�HTXDO�
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G\QDPLF� GHFRPSRVLWLRQ� DQG�ZH� KDYH� GRQH� WKLV� RXUVHOYHV� LQ� FDVHV� ZKHUH� RQO\
VWDWLF�GHFRPSRVLWLRQV�KDYH�EHHQ�UHSRUWHG��

��� 5XUDO�XUEDQ�LQHTXDOLW\�GHFRPSRVLWLRQV��HYLGHQFH

7DEOHV�,,����,,���DQG�,,���JLYH�HYLGHQFH�RQ��UHVSHFWLYHO\��G\QDPLF�GHFRPSRVLWLRQV
RI� WKH� 7KHLO�/� IRU� FRXQWULHV� IRU� ZKLFK� WKLV� KDV� SURYHG� SRVVLEOH�� LQWHU�� DQG
LQWUDVHFWRUDO�LQHTXDOLW\�GDWD�LQ�RWKHU�FDVHV��DQG�D�VXPPDU\�RI�WKH�ILQGLQJV�

����� (DVWHUQ�(XURSH�DQG�WKH�)68

/XQGEHUJ� DQG� 6TXLUH� �������� KHQFHIRUWK� /6�� VKRZ� D� URXJKO\� FRQVWDQW� PHGLDQ
H[SHQGLWXUH�*LQL�IURP�WKH�����V�WR�WKH�����V�DQG�D�ULVH�IURP������WR������LQ�WKH
����V�� 5HFHQW� DGGLWLRQV� WR� WKH� 'HLQLQJHU�6TXLUH� ������� GDWDVHW� VXJJHVW� YHU\
ODUJH� ULVHV� LQ� VRPH� )68� FRXQWULHV�� DV� GR� &RUQLD� DQG� .LLVNL� �&RUQLD�
IRUWKFRPLQJ���:H� KDYH� IRXQG�QR� TXDQWLWDWLYH� HVWLPDWHV� RI� KRZ�PXFK� RI� WKHVH
ULVHV�FDQ�EH�DWWULEXWHG�WR�FKDQJHV�LQ�XUEDQ�UXUDO�LQHTXDOLW\����DOWKRXJK�0LODQRYLF
������� ���� UHSRUWV� WKDW�� FRPSDULQJ� ������� ZLWK� �������� IDUPHUV� UHODWLYH� WR
ZRUNHUV�ZHUH�ZRUVH�RII�LQ���RI����FRXQWULHV�ZLWK�DYDLODEOH�GDWD��7KH�H[FHSWLRQ
ZDV� 5RPDQLD�� WKH� RQO\� FDVH� IRU� ZKLFK� ZH� KDYH� HYLGHQFH� RQ� XUEDQ�UXUDO
LQHTXDOLW\� DQG� VHFWRUDO� *LQLV� �7DEOH� ,,����� ,QGHHG�� IRU� �������� LQWHUVHFWRUDO
LQHTXDOLW\� IHOO�� EXW� ULVHV� LQ� ERWK� VHFWRUDO� *LQLV� WRJHWKHU� ZLWK� UXUDO�XUEDQ
PLJUDWLRQ�PHDQW�WKDW�WKH�DJJUHJDWH�*LQL�URVH�

����� /DWLQ�$PHULFD�DQG�WKH�&DULEEHDQ

/RQGRQR�DQG�6]HNHO\��������SRRO�GDWD�IRU�WKH�UHJLRQ�DV�D�ZKROH�WR�GHVFULEH�WKH
HYROXWLRQ� RI� LQHTXDOLW\� GXULQJ� ��������� 7KH\� GLVWLQJXLVK� WKUHH� SKDVHV�� �D�

������������������������������������������
��6LPLODU�SRLQWV�FDQ�EH�PDGH�ZLWK�UHVSHFW�WR�WKH�*LQL��DOWKRXJK�PDWWHUV�DUH�PDGH�HYHQ�PRUH
GLIILFXOW�E\�WKH�UHVLGXDO�WHUP�LQ������DQG�WKH�SUHVHQFH�RI�LQFRPH�VKDUHV�LQ�WKH�FRHIILFLHQWV�LQ�WKH
H[SUHVVLRQ�IRU�*:,7+,1��)RU�H[DPSOH��D�FKDQJH�LQ�*:,7+,1�PLJKW�EH�HQWLUHO\�GXH�WR�D�FKDQJH�LQ
XUEDQ�UXUDO� LQHTXDOLW\� �ZLWK� VHFWRUDO� *LQLV� DQG� SRSXODWLRQ� VKDUHV� QRW� FKDQJLQJ��� 6R� VWDWLF
GHFRPSRVLWLRQV�RI�WKH�*LQL�DUH�KDUG�WR�LQWHUSUHW�DQG�HYHQ�KDUGHU�WR�FRPSDUH��$JDLQ��LW�PDNHV
VHQVH�WR�SD\�PRVW�DWWHQWLRQ�WR�WKH�XQGHUO\LQJ�LQHTXDOLWLHV��WR�LQVLVW�RQ�DFFRXQWLQJ�IRU�FKDQJH�LQ
WKH�DJJUHJDWH�*LQL�LV�WR�FUHDWH�DUWLILFLDO��DQG�XVXDOO\�LQVROXEOH��GLIILFXOWLHV�WKDW�DUH�QRW�SUHVHQW
ZLWK�WKH�7KHLO�/��8QIRUWXQDWHO\��KRZHYHU��UHVHDUFKHUV�KDYH�KLVWRULFDOO\�FDOFXODWHG�*LQLV�UDWKHU
WKDQ�7KHLOV��FUHDWLQJ�
ORFN�LQ
�IRU�FXUUHQW�DWWHPSWV�WR�ORRN�DW�ORQJ�WHUP�WUHQGV�
��� $QDO\VWV� KDYH� WHQGHG� WR� SODFH� OLWWOH� HPSKDVLV� RQ� WKH� XUEDQ�UXUDO� GLYLGH�� )RU� LQVWDQFH�
0LODQRYLF�������VWUHVVHV��D��ULVLQJ�ZDJH�LQHTXDOLW\�DVVRFLDWHG�ZLWK�D�VKLIW�RI�ZRUNHUV�IURP�WKH
VWDWH� VHFWRU� WR� WKH� KLJK�LQHTXDOLW\� SULYDWH� VHFWRU�� �E�� WKH� HIIHFW� RI� D� VKLIW� DZD\� IURP� ZDJH
LQFRPH�WR�VHOI�HPSOR\PHQW�DQG�SURSHUW\�LQFRPH��HDFK�XQHTXDOO\�GLVWULEXWHG�



��

VWDELOLW\� DQG�JURZWK� WRJHWKHU�ZLWK� IDOOLQJ� LQHTXDOLW\� LQ� WKH� ����V�� WKH� UHJLRQDO
LQFRPH�SHU�KHDG�*LQL�IDOOLQJ�IURP������LQ������WR�D�PLQLPXP�RI������LQ������
�E��VWDJQDWLRQ�DQG�ULVLQJ�LQHTXDOLW\�LQ�WKH�����V��WKH�*LQL�ULVLQJ�EDFN�WR������E\
�������F��JURZWK�ZLWKRXW�FKDQJLQJ�LQHTXDOLW\�RYHU����������

2Q�WKH�27,�K\SRWKHVLV��ZH�KDYH�JRRG�HYLGHQFH�IRU�%UD]LO�DQG�&KLOH��DFFRXQWLQJ
IRU����SHU�FHQW�DQG���SHU�FHQW�RI�UHJLRQDO�SRSXODWLRQ�UHVSHFWLYHO\��IDLU�HYLGHQFH
IRU�+RQGXUDV�LQ�WKH�����V��DQG�RWKHUZLVH�RQO\�D�VFDWWHU�RI�XUEDQ�DQG�UXUDO�*LQLV
IURP�'HLQLQJHU�DQG�6TXLUH��WRJHWKHU�ZLWK�VRPH�7KHLOV�IURP�3DQXFR�/DJXHWWH�DQG
6]HNHO\����������

7R� VXPPDUL]H�� RXU� HYLGHQFH� RQ� %UD]LO� DQG� &KLOH� LV� FRQVLVWHQW� ZLWK� VLPLODU
SDWWHUQV� LQ� WKH� WZR�FRXQWULHV� DQG� LV�TXLWH� VXSSRUWLYH�RI�27,� IRU� WKH�����V� DQG
����V�DV�D�ZKROH��LQ�DGGLWLRQ��WKH�%UD]LOLDQ�HYLGHQFH�VXJJHVWV�WKDW�WKH�EUHDN�DW
WKH�HQG�RI�WKH�����V�LGHQWLILHG�E\�/RQGRQR�DQG�6]HNHO\�ZDV�DOVR�DVVRFLDWHG�ZLWK
FKDQJHV�LQ�WKH�EHKDYLRXU�RI�WKH�VHFWRUDO�FRPSRQHQWV�RI�LQHTXDOLW\��%HWZHHQ�����
DQG������WKHUH�ZHUH��D��D�VKDUS�HQRXJK�IDOO�LQ�UXUDO�XUEDQ�LQHTXDOLW\�WR�RXWZHLJK
LWV�ULVH�LQ�WKH�����V��DQG��E��DQ�HQG�WR�ULVLQJ�LQWUDVHFWRUDO�LQHTXDOLW\��ZLWK�XUEDQ
LQHTXDOLW\�DFWXDOO\�VWDUWLQJ�WR�IDOO��7KHVH�WUHQGV�PD\�EH�DVVRFLDWHG�ZLWK�UHGXFHG
LQIODWLRQ� DIWHU� ������ +RQGXUDV� ILWV� 27,� LQ� WKH� ����V�� ULVLQJ� XUEDQ� DQG� UXUDO
LQHTXDOLW\�EHLQJ�RIIVHW�E\�D�QDUURZLQJ�UXUDO�XUEDQ�JDS��1HYHUWKHOHVV��7DEOH�,,��
VKRZV�QR�XQLIRUP�WUHQGV�LQ�HLWKHU�LQWUDXUEDQ�RU�LQWUDUXUDO�LQHTXDOLW\�DIWHU������

������������������������������������������
���([SHQGLWXUH�SHU�SHUVRQ�*LQLV�IRU�WKLV�UHJLRQ�VHHP�WR�EH�ORZHU�E\�DERXW������WKDQ�LQFRPH
SHU�SHUVRQ�*LQLV��VHH�/XQGEHUJ�DQG�6TXLUH�������7DEOH����
���6XPPDU\� RI�*LQL� GDWD� LQ�'HLQLQJHU� DQG� 6TXLUH��$UJHQWLQD�*8� ULVHV� IURP� ����� WKURXJK
������&RORPELD��*8�GHFOLQHV�LQ�����V��ULVHV�D�OLWWOH�LQ�����V��*5�GDWD�QRW�FRQVLVWHQW��&RVWD
5LFD��*8� IDOOV� IURP������ WR� ����� DQG� ULVHV� VKDUSO\� IURP��������*5� ULVHV� VORZO\� ��������
3DUDJXD\�� *8� IDOOV� ��������� 3HUX�� *8� ULVHV� ������� IDOOV� ������� *5� IDOOV� D� OLWWOH� ������
8UXJXD\�*8�FDSLWDO��VORZ�GHFOLQH�LQ�����V��*5�QR�WUHQG�LQ�����V��7KHVH�QXPEHUV�WHOO�XV�RQO\
WKDW�WKHUH�LV�QR�FOHDU�SDWWHUQ�LQ�WKH�UXUDO�DQG�XUEDQ�*LQLV��7KH�XUEDQ�*LQLV�YHU\�DSSUR[LPDWHO\
IROORZ�WKH�UHJLRQDO�*LQL�LQ�&RORPELD��&RVWD�5LFD�DQG�3HUX��EXW�QRW�LQ�$UJHQWLQD��3DUDJXD\�RU
8UXJXD\��6LQFH�ZH�KDYH�QR�GDWD�RQ�XUEDQ�UXUDO�LQHTXDOLW\�QR�VWDWLF�GHFRPSRVLWLRQV�RI�WKH�WRWDO
*LQLV�DUH�SRVVLEOH��7KH�7KHLOV�IRU�0H[LFR�VXJJHVW�D�SDWWHUQ�VLPLODU�WR�WKDW�RI�3HUX�
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TABLE II.2
INTER- AND INTRASECTORAL INCOME/EXPENDITURE INEQUALITY

Country T TU TR MU/MR NU GINI GINI(U) GINI(R)

FSU/EE
Romania 1989 1.083 46.2 0.210 0.192 0.226

1993 1.018 54.4 0.225 0.211 0.241
Latin America
Colombia 1978 x 0.545 0.516 0.526

1988 1.26x 0.512 0.485 0.469
Costa Rica 1971 0.370

1974 0.452
1982 0.415 0.398
1984 0.484 0.406

Honduras 1989 0.540 0.450 0.480
1990 3.67/2.09
1993 2.37/1.71 0.540 0.530 0.510

Mexico* 1984 0.394 0.284 0.282
1989 0.506 0.354 0.290
1992 0.502 0.349 0.280

Peru 1986 0.428 0.320**
1991 0.390 0.370**
1991 0.353 0.371
1994 0.449 0.350 0.367

Uruguay 1981 0.436
1984 0.397
1987 0.391
1989 0.424

S. Asia/China
India 1963/4 1.77 0.365 0.290

1973/4 1.29 0.315 0.283
1983 1.42 0.334 0.301

1989/90 1.38 0.356 0.282
1997 1.31 0.361 0.301

Bangladesh 1984 1.33 0.117 0.255 0.295 0.243
1989 1.49 0.135 0.279 0.318 0.260
1996 1.80 0.165 0.310 0.360 0.264

China 1978 2.37 0.317 0.160 0.212
1983 1.70 0.284 0.150 0.246
1988 2.05 0.382 0.230 0.301
1991 2.18 n.a. 0.240 0.307
1995 2.47 0.430 0.280 0.340

Pakistan 1979 1.61 0.370 0.400 0.320
1985/86 1.55 0.360 0.350 0.330
1990/91 1.26 0.410 0.390 0.410
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Sri Lanka* 1970 0.184 0.2295 0.1661 1.45
1981 0.168 0.2163 0.1503 1.38

1985/86 1.47 0.208 0.320 0.357 0.299
1990/91 1.33 0.209 0.297 0.354 0.276

E. Asia
Indonesia 1984 1.71 0.324 0.334 0.293

1990 1.65 0.331 0.347 0.264
Korea 1966 0.340 0.400 0.200

1969 0.340 0.380 0.190
1972 0.330 0.380 0.220
1975 0.380 0.460 0.210
1978 0.380 0.430 0.210
1981 0.360 0.410 0.180
1984 0.380 0.430 0.150
1987 0.380 0.420 0.120
1990 0.400 0.440
1993 0.390 0.410

Thailand 1962 0.410 0.360 0.360
1969 0.322 0.338 0.253 2.73 0.109 0.420 0.440 0.390
1975 0.298 0.272 0.258 2.27 0.132 0.420 0.410 0.400
1981 0.335 0.308 0.290 2.09 0.133 0.440 0.430 0.420
1986 0.470 0.460 0.450

Malaysia 1957 0.450 0.440 0.410
1970 2.14 0.510 0.480 0.450
1973 0.510 0.490 0.450
1976 0.520 0.490 0.470
1979 0.500 0.480 0.470
1984 0.480 0.440 0.420
1987 0.460 0.430 0.420
1990 1.71 0.450
1995 0.460

Philippines 1957 2.45 0.480 0.440 0.380
1961 2.47 0.500 0.520 0.400
1965 2.52 0.30 0.510 0.510 0.420
1971 2.08 0.30 0.490 0.450 0.460
1975 1.75
1985 2.11 0.38 0.450 0.440 0.380
1988 0.420 0.380
1991 2.17 0.50 0.480 0.470 0.390

Middle East/N. Africa
Jordan 1986/7 0.361 0.362 0.319

1992 0.432 0.435 0.384
Morocco 1984/5 0.391 0.405 0.317

1990/1 0.392 0.382 0.312
SSA
Côte d'Ivoire 1985 1.81

1988 1.64
Lesotho 1986/7 0.570 0.570 0.550

1993 0.570 0.580 0.550
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Madagascar 1962 0.500 0.290
1980 0.487 0.435

Malawi 1968/69 0.620 0.203
1984/85 0.621 0.453

Tanzania 1991 0.570 0.460 0.600
1993 ?/1.21 0.410 0.420 0.350
1995 3.04/1.

29
>0.41

0
? 0.520

Uganda 1989 0.368 0.371 0.364
1992 0.383 0.439 0.353

Note: as Table II.1. T = Theil(T) except starred countries (Mexico and Sri Lanka), for which
the data are for the Theil (L). The ’x’ in the data for Colombia is there because the data
provided in the World Bank Poverty Assessment only permitted calculation of the change in
the ratio of sectoral mean incomes per capita. ’**’ means Lima only.

Sources: see Appendix 1.

%UD]LO����������)HUUHLUD�DQG�/LWFKILHOG���������/LWFKILHOG�SHUV��FRPP���7DEOH�,,�
���� %HWZHHQ� ����� DQG� ����� %UD]LOLDQ� LQHTXDOLW\� �RI� JURVV� LQFRPH� SHU� KHDG��
DOUHDG\�RQH�RI�WKH�KLJKHVW�LQ�/DWLQ�$PHULFD��URVH�IURP������WR������DFFRUGLQJ�WR
WKH�*LQL� �/RQGRQR�DQG�6]HNHO\�������� DQG� IURP� ����� WR� �����DFFRUGLQJ� WR� WKH
7KHLO�/��5LVLQJ� LQWUDVHFWRUDO� LQHTXDOLW\�DFFRXQWV� IRU�DOPRVW�DOO� ����SHU�FHQW��RI
WKH�ULVH� LQ� WKH�7KHLO�/�������SHU�FHQW�FRPHV�IURP�ULVLQJ�LQWHUVHFWRUDO� LQHTXDOLW\
�WKH�UDWLR�RI�XUEDQ�LQFRPH�WR�UXUDO�LQFRPH�URVH�IURP������WR������LQ�WKH�SHULRG�
DQG�PLQXV���SHU�FHQW�FRPHV�IURP�GHPRJUDSKLF�FKDQJH��WKLV�FDQ�EH�EURNHQ�GRZQ
LQWR�SOXV���SHU�FHQW�DVVRFLDWHG�ZLWK�PLJUDWLRQ�WRZDUGV� WKH�PRUH�XQHTXDO�XUEDQ
VHFWRU� DQG�PLQXV����SHU� FHQW� DVVRFLDWHG�ZLWK� WKH�.X]QHWV� HIIHFW²LQ� WKLV� FDVH�
PLJUDWLRQ�LV�WRZDUGV�WKH�VPDOOHU�VHFWRU��XUEDQL]DWLRQ�LQ�%UD]LO�ZDV�DOUHDG\����SHU
FHQW�LQ�������

%HWZHHQ������DQG������LQHTXDOLW\�IHOO�EDFN��WKH�7KHLO�IURP������WR��������%RWK
WKH�LQWUD��DQG�LQWHUVHFWRUDO�FRPSRQHQWV�FRQWULEXWHG�WR�WKLV��+RZHYHU�WKLV�ZDV�QRW
D� VLPSOH� SDUWLDO� UHYHUVDO� RI� WKH� �������� FKDQJHV�� &KDQJLQJ� LQWUDVHFWRUDO
LQHTXDOLW\� FRQWULEXWHG� SURSRUWLRQDOO\� IDU� OHVV� WKDQ� LQ� WKH� HDUOLHU� SHULRG� �UXUDO
LQHTXDOLW\�GLG�QRW� IDOO� DW� DOO���ZKLOH� UXUDO�XUEDQ� LQHTXDOLW\� IHOO� VKDUSO\� �UHODWLYH
PHDQ� LQFRPH� IHOO� IURP������ WR� ������'HPRJUDSKLF� FKDQJH� FRQWLQXHG� WR� ORZHU
LQHTXDOLW\�YLD�WKH�.X]QHWV�HIIHFW�

7KH�DV\PPHWU\�EHWZHHQ�WKH�VXE�SHULRGV�PHDQV�WKDW��IRU�WKH�ZKROH�SHULRG������
���� WKH� HYLGHQFH� ILWV� WKH� 27,� K\SRWKHVLV� TXLWH� ZHOO� �7DEOH� ,,����� 2YHUDOO
LQHTXDOLW\�URVH�E\�����SHU�FHQW��ZLWK�ULVHV�RI����SHU�FHQW�DQG����SHU�FHQW�LQ�XUEDQ
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TABLE II.3
INTER- AND INTRASECTORAL INEQUALITY: SUMMARY

Country R-
70s

R-
80s

R-
90s

U-
70s

U-
80s

U-
90s

UR-
70s

UR-
80s

UR-90s OTI?

FSU/EE
Romania + ++ -1 yes
Latin America
Brazil +++ 0 ++ - +2 -7 yes
Chile  + + - - - 2 partial
Colombia - - +2 no
Honduras ++ +6+ -43/-13 yes
Mexico 0 ++ ?
Peru 0 +++ ?
S.Asia/China
India 0 0 0 0 0 0 0 0 -1 slight
Bangladesh + 0 + ++ +3 +4 no
China ++ ++ ++ ++ -3 +6 78-83, yes

78-95, no
Pakistan ++ 0 -2 yes
Sri Lanka 0 - 0 0 -1 -1 no
E.Asia
Indonesia - 0 0 0 -1 +1 ?
Korea - --- 0 + ---
Thailand + ++ 0 ++ -6 + 18 no
Malaysia 0 -- 0 -- -2 -2 no
Philippines - 0 0 + +1 +1 no
M.East/N.Afr.
Jordan  +++ +++ ?
Morocco 0 - ?
SSA
Côte d'Ivoire -3 ?
Ghana - ++/- -12/-1 no
Lesotho 0 0 ?
Madagascar ++ 0 ?
Malawi    ++ + 0 0 ?
Tanzania 0 -? +6? no
Uganda -- +7+ +? no

Notes: (a) Gini changes: One + for .003/yr to .006/yr, two for .006-.009, etc; same for
minuses. 0 is between -.003 and +.003; for very sharp changes, we use +N+ to stand for N
plusses (b) UR gives per annum changes in mu as % of mr; (c) / shows numbers for capital
and other urban respectively; within-cell alignment indicates period within decade.(c)
Indications marked '?' for Tanzania and Uganda are very tentative.
Source: see Appendix.

DQG� UXUDO� VHFWRUV� EHLQJ� VRPHZKDW� RIIVHW� E\� D� �� SHU� FHQW� IDOO� LQ� LQWHUVHFWRUDO
LQHTXDOLW\� WRJHWKHU� ZLWK� FRQWLQXLQJ� .X]QHW]LDQ� HTXDOL]DWLRQ� YLD� PLJUDWLRQ�
+RZHYHU�� VLQFH�27,� IDLOV� LQ� HDFK� VXE�SHULRG� DQG� VLJQLILFDQW� DGMXVWPHQW� EHJDQ
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RQO\� LQ� ������ WKH� %UD]LOLDQ� FDVH� GRHV� QRW� VXSSRUW� WKH� WKHRU\� WKDW� DGMXVWPHQW
FDXVHV�27,��,Q�FRQVLGHULQJ�WKH�PDFURHFRQRPLF�FRUUHODWHV�RI�WKH�LQHTXDOLW\�WUHQGV
RI� WKH� ����V�� )HUUHLUD� DQG� /LWFKILHOG� ILQG� WKDW� LQIODWLRQ� �UDWKHU� WKDQ
XQHPSOR\PHQW� RU� *'3� JURZWK�� LV� WKH� YDULDEOH� PRVW� FORVHO\� DVVRFLDWHG� ZLWK
LQHTXDOLW\� 7KH� ILUVW� KDOI� RI� WKH� ����V� OHQGV� VRPH� VXSSRUW� WR� WKHLU� YLHZ�
DGMXVWPHQW�HOLPLQDWHG�K\SHULQIODWLRQ�DQG�RYHUDOO�� LQWHUVHFWRUDO�DQG� LQWUDVHFWRUDO
LQHTXDOLW\�DOO�IHOO�

)HUUHLUD� DQG� /LWFKILHOG� SHUIRUP� G\QDPLF� GLVDJJUHJDWLRQV� RI� WKH� 7KHLO�/� ZLWK
UHVSHFW�WR�DJH�DQG�JHQGHU�RI�KRXVHKROG�KHDG��UHJLRQ�DQG�HGXFDWLRQ��2QO\�IRU�WKH
XUEDQ�UXUDO� DQG� HGXFDWLRQ� GLVDJJUHJDWLRQV� GRHV� WKH� XQH[SODLQHG� �LQWUDVHFWRU�
FRPSRQHQW� DFFRXQW� IRU� OHVV� WKDQ� ���� SHU� FHQW� RI� WKH� WRWDO� FKDQJH�� ,W� LV
QRWHZRUWK\�WKDW��IRU�HGXFDWLRQ��LW�LV�WKH�.X]QHWV�HIIHFW��D�WHQGHQF\�RI�SRSXODWLRQ
VKDUHV� LQ�GLIIHUHQW� HGXFDWLRQDO� FDWHJRULHV� WR� EHFRPH�PRUH� HTXDO�� WKDW� DFFRXQWV
IRU�PRVW�RI� WKH�H[SODLQHG�FRPSRQHQW� �DERXW����SHU� FHQW�RI� WKH� WRWDO� LQHTXDOLW\
ULVH��

&KLOH� �������� �)HUUHLUD� DQG� /LWFKILHOG� �������� 7DEOH� ,,���� &KLOH
V� LQHTXDOLW\
WUHQG�VLQFH������DSSHDUV�WR�IROORZ�%UD]LO��DQG�DJJUHJDWH�/DWLQ�$PHULFD���DOEHLW
DW�D�ORZHU�OHYHO��H[FHSW�WKDW�WKHUH�LV�HYLGHQFH�RI�D�UDWKHU�HDUOLHU�SHDN�LQ�WKH�*LQL
DW�DERXW���������:H�KDYH�QR�HYLGHQFH�RQ�WKH�LQWUD��DQG�LQWHUVHFWRUDO�FRPSRQHQWV
GXULQJ� WKH� SHULRG� RI� ULVLQJ� LQHTXDOLW\�� ,Q� ������ ZLWKLQ�VHFWRU� LQHTXDOLW\
DFFRXQWHG� IRU� ��� SHU� FHQW� RI� WRWDO� LQHTXDOLW\�� 2YHU� ��������� WKH� 7KHLO�/� IRU
LQFRPH�SHU�HTXLYDOL]HG�DGXOW�IHOO�IURP������WR�������DERXW����SHU�FHQW�RI�WKH�IDOO
ZDV� DWWULEXWDEOH� WR� D� IDOO� LQ� LQWHUVHFWRUDO� LQHTXDOLW\� DQG� DOPRVW� DOO� RI� WKH
UHPDLQGHU�WR�D�IDOO�LQ�LQWUDVHFWRUDO�LQHTXDOLW\��,Q�&KLOH��WKH�QHW�IDOO�LQ�LQWUDVHFWRUDO
LQHTXDOLW\��LQ�FRQWUDVW�ZLWK�%UD]LO��FDQ�EH�WUDFHG�WR�WKH�XUEDQ�VHFWRU�DORQH��ZKHUH
LQHTXDOLW\� IHOO� HQRXJK� WR� VZDPS� ULVLQJ� UXUDO� LQHTXDOLW\�� %HKLQG� D� YHU\� VPDOO
GHPRJUDSKLF� FRQWULEXWLRQ� OLH� RIIVHWWLQJ� HIIHFWV� MXVW� OLNH� WKRVH� LQ� %UD]LO²
XUEDQL]DWLRQ�UDLVHV�LQHTXDOLW\�LQDVPXFK�DV�WKH�XUEDQ�VHFWRU�LV�PRUH�XQHTXDO�EXW
ORZHUV� LQHTXDOLW\�E\� WKH�.X]QHWV�HIIHFW��6R�&KLOH�SURYLGHV�RQO\�SDUWLDO�VXSSRUW
IRU� WKH� 27,� K\SRWKHVLV�� HVVHQWLDOO\� EHFDXVH� LQ� WKH� UHFRYHU\� SHULRG� XUEDQ
LQHTXDOLW\� ZDV� IDOOLQJ�� /LWFKILHOG� DQG� )HUUHLUD� ILQG� WKDW�� DV� LQ� %UD]LO�� WKH
HGXFDWLRQDO�SDUWLWLRQ�LV�LQIRUPDWLYH��'HPRJUDSKLF�FKDQJH�LV�DJDLQ�XQHTXDOL]LQJ�

������������������������������������������
��� 7KH� DJJUHJDWH� GDWD� LQ� 'HLQLQJHU� DQG� 6TXLUH� VXJJHVW� WKH� ����� SHDN�� )HUUHLUD�/LWFKILHOG
VKRZ�D�IDOO�IURP���������DQG�OLWWOH�FKDQJH�SRVW�������/RQGRQR�6]HNHO\�ILQG�D�FRQWLQXLQJ�IDOO
RYHU���������RQH�GLIIHUHQFH�EHWZHHQ�WKHVH�VWXGLHV�LV�WKDW�)�/�XVH�LQFRPH�SHU�HTXLYDOHQW�DGXOW
ZKLOH�/�6�XVH�LQFRPH�SHU�DGXOW�
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DV� SRSXODWLRQ� VKDUHV� LQ� GLIIHUHQW� VXEJURXSV� �HGXFDWLRQDO� FDWHJRULHV�� EHFRPH
PRUH� HTXDO�� EXW� WKLV� LV� VZDPSHG� E\� DQ� LPSRUWDQW� FRQYHUJHQFH� LQ� VXEJURXS
LQFRPH�PHDQV�WRJHWKHU�ZLWK�HTXDOL]LQJ�ZLWKLQ�VXEJURXS�FKDQJH�

+RQGXUDV����������:RUOG�%DQN��������������+2���DQG�7DEOH�,,����+RQGXUDV�LQ
WKLV�SHULRG�ILWV�WKH�/RQGRQR�6]HNHO\�FKDUDFWHUL]DWLRQ��ZLWK�WKH�LQFRPH�SHU�SHUVRQ
*LQL� URXJKO\� FRQVWDQW���� ,QHTXDOLW\� LQ�ERWK�XUEDQ�DQG� UXUDO� VHFWRUV� URVH��ZKLOH
LQWHUVHFWRUDO� LQHTXDOLW\� IHOO��PHDQ� LQFRPH� LQ� WKH� FDSLWDO� IDOOLQJ�E\� ���SHU� FHQW�
DQG�PHDQ� LQFRPH� LQ� WKH� XUEDQ� VHFWRU� IDOOLQJ� E\� ��� SHU� FHQW�� UHODWLYH� WR�PHDQ
UXUDO� LQFRPH�� 7KHVH� WUHQGV� DUH� FHUWDLQO\� FRQVLVWHQW� ZLWK� WKH� 27,� K\SRWKHVLV�
1RWHZRUWK\�DUH�WKH�IDOO� LQ� WKH�UHODWLYH�XUEDQ�UXUDO�ZDJH�E\����SHU�FHQW�DQG�WKH
UHODWLYH�SXEOLF�SULYDWH�VHFWRU�ZDJH�E\����SHU�FHQW�LQ�WKH�SHULRG�DQG�D����SHU�FHQW
UHDO�GHYDOXDWLRQ�RYHU������������SULPD�IDFLH��D�OLQN�IURP�DGMXVWPHQW�WR��DW�OHDVW�
WKH�LQWHUVHFWRUDO�FRPSRQHQW�RI�WKH�K\SRWKHVLV�VHHPV�SODXVLEOH�LQ�WKLV�FDVH�

����� 6RXWK�$VLD�DQG�&KLQD

/6�VXJJHVW��IRU�WKH�UHJLRQ��D�VHH�VDZ�SDWWHUQ��ZLWK�LQHTXDOLW\�IDOOLQJ�EHWZHHQ�WKH
����V�DQG�WKH�����V��ULVLQJ�LQ�WKH�����V�DQG�IDOOLQJ�EDFN�LQ�WKH�����V��7KH�WZR
$VLDQ� JLDQWV� SUHVHQW� D� VWDUN� FRQWUDVW�� ,QGLD�� ZLWK� ��� SHU� FHQW� RI� WKH� UHJLRQDO
SRSXODWLRQ�� KDV� H[SHULHQFHG� DOPRVW� QR� PRYHPHQW� LQ� HLWKHU� LQWHUVHFWRUDO� RU
LQWUDVHFWRUDO� LQGLFHV� RI� LQHTXDOLW\�� ,Q� &KLQD� ���� SHU� FHQW� RI� WKH� UHJLRQDO
SRSXODWLRQ��WKHUH�KDYH�EHHQ�VKDUS�PRYHPHQWV�LQ�DOO�RI�WKH�LQGLFHV�WKDW�DSSHDU�WR
UHIOHFW� WKH� SDUWLFXODU� VHTXHQFH� RI� SROLF\� UHIRUP� FKRVHQ� WKHUH�� 7KH� 27,
K\SRWKHVLV�ILQGV�VXSSRUW�LQ�WKLV�UHJLRQ�RQO\�LQ�WKH�FDVH�RI�3DNLVWDQ�LQ�WKH�����V
DQG�IRU�&KLQD�GXULQJ����������2WKHUZLVH�ZH�ILQG�WKH�LQGLFHV�PRYLQJ�WRJHWKHU²
XS�LQ�&KLQD�DIWHU������DQG�LQ�%DQJODGHVK�DQG�GRZQ�LQ�6UL�/DQND�

&KLQD� ��������� 7KH� UHODWLYH� LQFRPH� GDWD� DQG� *LQLV� LQ� 7DEOH� ,,��� UHIOHFW� WKH
FKDQJLQJ� IRFXV� RI� HFRQRPLF� UHIRUP� LQ� WKH� FRXQWU\� VLQFH� ������ )URP� ����� WR
������ ZLWK� HJDOLWDULDQ� TXDVL�SULYDWL]DWLRQ� RI� IDUPODQG� DQG� VRPH� UHGXFWLRQ� RI
SULFH� DQG� TXRWD� H[WUDFWLRQ� IURP� DJULFXOWXUH�� XUEDQ�UXUDO� LQHTXDOLW\� IHOO� VKDUSO\
�UHODWLYH� XUEDQ� LQFRPH� IHOO� E\� ��� SHU� FHQW��� XUEDQ� LQHTXDOLW\� DOVR� IHOO� D� OLWWOH�
'HVSLWH�ODQG�UHIRUP��WKH�UHJLRQDOO\�YHU\�VNHZHG�JURZWK�LQ�FHUHDOV�\LHOGV��DQG�WKH
JURZWK� RI� OHVV� ODERXU�LQWHQVLYH� UXUDO� QRQ�IDUP� HQWHUSULVHV�� PHDQW� WKDW� UXUDO
LQHTXDOLW\�URVH²EXW�QRW�E\�HQRXJK�WR�SUHYHQW�WKH�RYHUDOO�*LQL�IDOOLQJ�E\�DERXW

������������������������������������������
���7KH�SRYHUW\�DVVHVVPHQW��S�����QRWHV�WKDW�SURSHUW\�LQFRPH�LV�H[FOXGHG
���������+2�7DEOH�&���DQG�6WDWLVWLFDO�$SSHQGL[�



��

��� SHU� FHQW�� 3RVW������� WKH� IRFXV� RI� UHIRUP� VKLIWHG� WR� WKH� XUEDQ� VHFWRU�� ZLWK
DJJUHJDWH�HQWHUSULVH�ZDJHV�WLHG�PRUH�FORVHO\� WR� ODERXU�SURGXFWLYLW\�DQG�JUHDWHU
IUHHGRP�JLYHQ�WR�HQWHUSULVHV�WR�YDU\�ZDJHV�DPRQJ�HPSOR\HHV��=KDQJ����������
WKURXJKRXW���������ZH�REVHUYH�VXEVWDQWLDO�ULVHV�LQ�WRWDO��LQWUD��DQG�LQWHUVHFWRUDO
LQHTXDOLWLHV����=KDQJ
V�DQDO\VLV�RI�WKH�FKDQJH�LQ�WKH�7KHLO�/�RYHU���������VKRZV
�D��D�UHPDUNDEOH�ULVH�E\�JOREDO�VWDQGDUGV�RI������SHU�FHQW�LQ�WRWDO�LQHTXDOLW\���E�
WKDW� ��� SHU� FHQW� RI� WKLV� ULVH� LV� ZLWKLQ�JURXS� DQG� YLUWXDOO\� DOO� RI� WKH� UHVW� LV
EHWZHHQ�JURXS��7KH�*LQLV� WHOO�XV� WKDW� LQHTXDOLW\�ZDV� ULVLQJ� IDVW� LQ�ERWK� VHFWRUV
GXULQJ�WKLV�SHULRG��DOWKRXJK�IDVWHU�LQ�WKH�XUEDQ�VHFWRU��27,�LV�FOHDUO\�UHIXWHG� IRU
WKH�SHULRG�DV�D�ZKROH��,W�PLJKW�EH�KHOG� WKDW� WKLV�LV�XQVXUSULVLQJ�LQ�DQ�HFRQRP\
ZKHUH� FHQWUDO� GHFLVLRQV� KDYH� KDG� VR� JUHDW� DQ� LQIOXHQFH� ERWK� RQ� WKH� 
LQLWLDO
FRQGLWLRQV
�DQG�RQ�WKH�VHTXHQFLQJ�RI�UHIRUPV��1HYHUWKHOHVV��&KLQHVH�H[SHULHQFH
GRHV� FRQWUDGLFW� WKH� LGHD� WKDW� DGMXVWPHQW� DQG� OLEHUDOL]DWLRQ� PXVW� QDUURZ� WKH
XUEDQ�UXUDO�JDS��WKH�XQHTXDOL]LQJ�HIIHFWV�RI�LQGXVWULDO�OLEHUDOL]DWLRQ�KDYH�FOHDUO\
RXWZHLJKHG�WKH�HDUOLHU�HTXDOL]LQJ�HIIHFWV�RI�DJULFXOWXUDO�OLEHUDOL]DWLRQ�

,QGLD� ��������� 7KHUH� DUH� D� JUHDW� GHDO� RI� GDWD� DYDLODEOH� IRU� ,QGLD�� DQG
FRPSDUDWLYH�DQDO\VLV�RI� ,QGLDQ� UHJLRQV� FDQ�EH� LQIRUPDWLYH� �'DWW� DQG�5DYDOOLRQ
�������EXW�UHODWLYH�WR�PDQ\�RWKHU�FRXQWULHV�YHU\�OLWWOH�KDV�KDSSHQHG�VLQFH�����²
7DEOH�,,����DQG�PRUH�FRPSOHWH�GDWD�LQ�-KD���������8UEDQ�UXUDO�LQHTXDOLW\�FOHDUO\
IHOO� LQ� WKH�GHFDGH� WR������� DIWHU�ZKLFK�D� VORZ� ULVH� WR� D�SHDN�DURXQG������ZDV
PDWFKHG� E\� D� VLPLODU� VORZ� �DQG� QRQ�PRQRWRQLF�� IDOO� RYHU� �������� 8UEDQ
LQHTXDOLW\�KDV�ULVHQ�VORZO\�WKURXJKRXW�WKH�SHULRG�DQG�UXUDO�LQHTXDOLW\�KDV�KDUGO\
FKDQJHG��DOWKRXJK�WKHUH�LV�WKH�VXJJHVWLRQ�RI�D�VKDOORZ�WURXJK�FHQWUHG�RQ������
WKH� \HDU� WKDW� WKH� UHIRUP� SURFHVV� EHJDQ�� 'RHV� 27,� ZRUN� KHUH"� 7KHUH� LV� VRPH
HYLGHQFH� IRU� VOLJKW� 27,� SRVW������� EXW� WKH� H[WHQW� RI� \HDU�WR�\HDU� IOXFWXDWLRQ
HYLGHQW�LQ�-KD���������WDEOH����VXJJHVWV�FDXWLRQ�

%DQJODGHVK����������7KH�GDWD�LQ�7DEOH����EDVHG�RQ�:RGRQ���������UHYHDO�WUHQG
LQFUHDVHV�WKURXJK�WKH�SHULRG�LQ�UXUDO�XUEDQ�LQHTXDOLW\��D�ULVH�LQ� UHODWLYH� LQFRPH
RI����SHU� FHQW��� LQ� LQWUDVHFWRUDO� LQHTXDOLWLHV� DQG� LQ�RYHUDOO� LQHTXDOLW\��:RGRQ
V
GDWD�SHUPLW�GLVDJJUHJDWLRQV�RI�WKH�*LQL�D�OD�$URQVRQ�/DPEHUW��IRRWQRWH�����JLYHQ
EHORZ�

<HDU * *% *: 5
������� ���� ���� ��������������� ����

������������������������������������������
���6HH�=KDQJ��������IRU�D�UDQJH�RI�LQHTXDOLW\�GLVDJJUHJDWLRQV��ERWK�E\�SRSXODWLRQ�VXE�JURXS
DQG�E\�LQFRPH�VRXUFH�
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7KH�EUDFNHWHG� WHUPV�JLYH� WKH�GLVDJJUHJDWLRQ� LQWR�XUEDQ�DQG� UXUDO� FRQWULEXWLRQV
UHVSHFWLYHO\��$V�UHPDUNHG�HDUOLHU��WKHVH�GLVDJJUHJDWLRQV�DGG�OLWWOH�WR�WKH�DUUD\�RI
UHODWLYH� PHDQ� LQFRPHV� DQG� *LQLV� JLYHQ� LQ� 7DEOH� ,,���� 1HYHUWKHOHVV� WKH
TXDQWLWDWLYH�LPSRUWDQFH�RI�UDLVHG�LQWHUVHFWRUDO�LQHTXDOLW\�LV�YLVLEOH�DV�ZHOO�DV�WKDW
RI� UDLVHG� XUEDQ� LQHTXDOLW\�� L�H�� WKH� 27,� K\SRWKHVLV� LV� UHMHFWHG�� 7KH� IDOO� LQ� 5
SUHVXPDEO\� UHIOHFWV� UHGXFHG�RYHUODSSLQJ�DV� WKH�XUEDQ�DQG�UXUDO�PHDQV�GLYHUJH�
:KDW�LV�QRW�FOHDU��DQG�ZKDW�D�7KHLO�GLVDJJUHJDWLRQ�ZRXOG�UHYHDO��LV�WKH�HIIHFW�RI
PLJUDWLRQ�� UXUDO�XUEDQ� PLJUDWLRQ� KDV� EHHQ� VLJQLILFDQW� LQ� WKH� SHULRG� DQG� ERWK
FRPSRQHQWV�RI�LWV�LPSDFW�RQ�WKH�7KHLO�ZRXOG�EH�LQHTXDOLW\�LQFUHDVLQJ�

6UL�/DQND����������*OHZZH��������VKRZV�D� IDOO� LQ� WKH�7KHLO�/�DQG�HDFK�RI� LWV
FRPSRQHQWV� EHWZHHQ� ����� DQG� ������ 7RJHWKHU� ZLWK� WKH�:RUOG� %DQN� 3RYHUW\
$VVHVVPHQW�� WKLV� DOVR� VKRZV� WKDW� UHODWLYH� XUEDQ�UXUDO� FRQVXPSWLRQ� SHU� SHUVRQ
UHWXUQHG� WR� LWV� ����� OHYHO� GXULQJ� WKH� ILUVW� KDOI� RI� WKH� ����V�� 7KH� 3RYHUW\
$VVHVVPHQW�DOVR�SHUPLWV�D�/DPEHUW�$URQVRQ�GLVDJJUHJDWLRQ�RI�WKH�FRQVXPSWLRQ
SHU� SHUVRQ� *LQL� RYHU� ������� WR� �������� DV� IROORZV� �LQ� WKH� EUDFNHWV�� WKH� ILUVW
FRPSRQHQW�LV�WKH�VXP�RI�WKH�XUEDQ�DQG�HVWDWH�VHFWRU�FRQWULEXWLRQV��

<HDU * *% *: 5
������� ���� ���� ��������������� ����
������� ���� ���� ��������������� ����

'HPRJUDSKLF� FKDQJH� LV� LQVLJQLILFDQW� LQ� WKLV� FDVH��PDNLQJ� LQWHUSUHWDWLRQ� HDVLHU�
WKH� IDOO� LQ� WKH�*LQL� UHIOHFWV� IDOOV� LQ� XUEDQ�UXUDO� LQHTXDOLW\� DQG� UXUDO� LQHTXDOLW\�
XUEDQ�LQHTXDOLW\�EHLQJ�KDUGO\�FKDQJHG��,Q�VKDUS�FRQWUDVW�WR�WKH�%DQJODGHVK�FDVH�
XUEDQ�FRQVXPSWLRQ�SHU�SHUVRQ�LQ�6UL�/DQND�IHOO�GXULQJ����������E\�VRPH���SHU
FHQW��� 6R�� DV� UHJDUGV� XUEDQ�UXUDO� LQHTXDOLW\� GXULQJ� DGMXVWPHQW�� LW� PLJKW� EH
SHUPLVVLEOH� WR� YLHZ� WKH� XUEDQ� VHFWRU� DV� WKH� 
PRWRU
�� SXOOLQJ� PHDQ� VHFWRUDO
FRQVXPSWLRQV� DSDUW� LQ� %DQJODGHVK� �DQG� VWLPXODWLQJ� PLJUDWLRQ�� ZLWK� SRVLWLYH
UHVSRQVHV�WR�LQFHQWLYHV�LQ�WKH�HPSOR\PHQW�LQWHQVLYH�XUEDQ�JDUPHQW�LQGXVWU\��EXW
SXVKLQJ�WKH�VHFWRUDO�PHDQV�WRJHWKHU�DV�XUEDQ�LQFRPH�IHOO�LQ�6UL�/DQND�

3DNLVWDQ� ��������� &KDQJHV� LQ� RYHUDOO�� LQWUDUXUDO�� DQG� SUREDEO\� UXUDO�XUEDQ
LQHTXDOLW\� LQ� 3DNLVWDQ� LQ� ������������ ZHUH� ZHOO� ZLWKLQ� WKH� UDQJH� RI
PHDVXUHPHQW� HUURU� SOXV� KDUYHVW�UHODWHG� VKRFNV� �7DEOH� ,,����� $ORQJVLGH� WKH
VLJQLILFDQW� IDOO� LQ� WKH� LQWUDXUEDQ� *LQL�� WKHVH� FKDQJHV²GXULQJ� YHU\� PRGHVW
DGMXVWPHQW²VXSSRUW�QHLWKHU�27,�QRU�D�PDMRU�DGMXVWPHQW�LPSDFW�RQ�GLVWULEXWLRQ



��

RYHUDOO�� )URP� ������� WR� �������� KRZHYHU�� DORQJVLGH� PRUH� UDSLG� DGMXVWPHQW�
WKHUH�ZHUH� VXEVWDQWLDO� DQQXDO� IDOOV� LQ� UXUDO�XUEDQ� LQHTXDOLW\²RQO\�SDUWO\�RIIVHW
E\�YHU\�VXEVWDQWLDO�ULVHV�LQ�WKH�XUEDQ�DQG��HYHQ�PRUH��UXUDO�*LQLV��27,�DSSOLHG
VWURQJO\�LQ�WKLV�SHULRG��EXW�QHLWKHU�DGMXVWPHQW�QRU�RWKHU�SROLFLHV�DQG�HYHQWV�FRXOG
SUHYHQW�D�VKDUS�ULVH�LQ�WKH�RYHUDOO�*LQL��GHVSLWH�WKH�UXUDO�XUEDQ�HTXDOL]DWLRQ�

����� (DVW�$VLD��RWKHU�WKDQ�&KLQD�

/6�VXJJHVW��IRU�WKH�UHJLRQ��WKDW�LQHTXDOLW\�ZDV�URXJKO\�FRQVWDQW�IURP�WKH�����V
WR� WKH� ����V²DW� URXJKO\�6RXWK�$VLDQ� OHYHOV²EXW� WKDW� WKHUH�ZDV� D� GLVFHUQLEOH
LQFUHDVH�EHWZHHQ�WKH�����V�DQG�WKH�����V��VHH�DOVR�$KXMD�HW�DO���������:H�ILQG
QR�HYLGHQFH�IRU�WKH�27,�K\SRWKHVLV�LQ�WKLV�UHJLRQ��:KHUH�LQHTXDOLW\�KDV�FKDQJHG
UDSLGO\��LQ�7KDLODQG�RYHU�����������WKHUH�VHHPV�WR�EH�D�SDUDOOHO�ZLWK�&KLQD�DQG
%DQJODGHVK�� ZLWK� WKH� XUEDQ� VHFWRU� SXOOLQJ� DZD\� IURP� WKH� UXUDO� VHFWRU� DQG
LQWUDVHFWRUDO�LQHTXDOLW\�ULVLQJ�DW�WKH�VDPH�WLPH�

,QGRQHVLD����������'HLQLQJHU�DQG�6TXLUH�UHSRUW�D�VHULHV�RI�REVHUYDWLRQV�HYHU\���
��\HDUV�IRU�XUEDQ�DQG�UXUDO�*LQLV�RI�H[SHQGLWXUH�SHU�KRXVHKROG�DQG�WKH�QDWLRQDO
*LQL� RI� H[SHQGLWXUH� SHU� SHUVRQ�� IURP� WKH� VDPH� QDWLRQDO� VRXUFH�� IRU� ��������
7KHVH�LQGLFDWH�

�� ULVHV�LQ�DOO�WKUHH�*LQLV�GXULQJ��������
�� SRVW������� D� VWHDG\� IDOO� LQ� WKH� UXUDO�*LQL�� D�8�VKDSHG� SDWWHUQ� IRU� WKH� XUEDQ

*LQL�DQG�WKH�RYHUDOO�*LQL��WKH�IORRU�EHLQJ�DW�DERXW��������

)RU����������WKH�GDWD�LQ�$NLWD�HW�DO�� �������DOORZ�D�G\QDPLF�GHFRPSRVLWLRQ�RI
WKH�7KHLO�/��UHSRUWHG�LQ�7DEOH�,,����7KLV�LQGLFDWHV�D���SHU�FHQW�ULVH�LQ�LQHTXDOLW\
ZKLFK�LV�
DQWL�27,
��D�VPDOO�ULVH�LQ�WKH�UXUDO�XUEDQ�JDS�LV�PRVWO\�RIIVHW�E\�D�VPDOO
IDOO�LQ�LQWUDVHFWRUDO�LQHTXDOLW\����,Q�D�VWDWLVWLFDO�VHQVH��GHPRJUDSK\�DFFRXQWV�IRU
DOPRVW�DOO�RI�WKH�ULVH�LQ�LQHTXDOLW\��8UEDQL]DWLRQ�URVH�IURP����SHU�FHQW�WR����SHU
FHQW�DQG��VLQFH�PLJUDWLRQ�ZDV�WRZDUGV�WKH�VPDOOHU�DQG�PRUH�XQHTXDO�VHFWRU��ERWK
RI�WKH�GHPRJUDSKLF�FRPSRQHQWV�ZHUH�XQHTXDOL]LQJ�

������������������������������������������
���$NLWD��������VXJJHVW�WKDW�XUEDQ�LQHTXDOLW\�PD\�KDYH�VWDUWHG�WR�IDOO�DJDLQ�GXULQJ��������
���7DNHQ�WRJHWKHU�ZLWK�WKH�IDOO�LQ�UXUDO�XUEDQ�LQHTXDOLW\�RYHU����������RQH�PD\�FRQFOXGH�WKDW
WKH�UXUDO�XUEDQ�JDS�LV�OLNHO\�WR�KDYH�KDUGO\�FKDQJHG�RYHU���������



��

.RUHD� ��������� )URP� WKH�*LQLV� DORQH�ZH� FDQ� GLVFHUQ� ULVHV� LQ� WRWDO� DQG� XUEDQ
LQHTXDOLW\�EHWZHHQ� WKH�����V�DQG�����V��QR�VLJQLILFDQW�FKDQJHV� LQ�HLWKHU� VLQFH
WKHQ��EXW�VHFXODU�GHFOLQH�LQ�UXUDO�LQHTXDOLW\�SRVW������

7KDLODQG� ��������� 7KH� JURVV� LQFRPH�KRXVHKROG� *LQL� LQ� 7KDLODQG� URVH
FRQWLQXRXVO\� LQ� WKH� SHULRG�� DFFHOHUDWLQJ� DURXQG� ����� DQG� E\� ����� UHDFKLQJ� D
OHYHO���������DW\SLFDOO\�KLJK�IRU�WKH�UHJLRQ��3$�������7+���������'XULQJ������
��� �QRW� D� SHULRG� RI� DGMXVWPHQW�� WKH� 27,� K\SRWKHVLV� ILWV�� D� IDOO� LQ� XUEDQ�UXUDO
LQHTXDOLW\�ZDV�RXWZHLJKHG�E\�ULVHV�LQ�VHFWRUDO�LQHTXDOLWLHV��7DEOH�����7KHUHDIWHU
LW�DSSHDUV�WKDW�DOO� WKUHH�FRPSRQHQWV�RI� LQHTXDOLW\�URVH� WKURXJK�WR������DW� OHDVW�
7KH� G\QDPLF� GLVDJJUHJDWLRQ� LQ� 7DEOH� ,,��� VKRZV� WKDW� LQWUDVHFWRUDO� LQHTXDOLW\
LQFUHDVH�DOVR�FRQWULEXWHG�WR�WKH�KXJH�����SHU�FHQW��ULVH�LQ�WKH�7KHLO�/�RYHU������
���� EXW� ZH� FDQQRW� VD\� KRZ� WKLV� ZDV� GLYLGHG� EHWZHHQ� XUEDQ� DQG� UXUDO
FRPSRQHQWV��:KDW�LV�VWULNLQJ�LV�WKH�ODUJH�ULVH�LQ�XUEDQ�UXUDO� LQHTXDOLW\²���SHU
FHQW²EHWZHHQ������DQG�������7KLV�LV�UHIOHFWHG�LQ�WKH�G\QDPLF�GLVDJJUHJDWLRQ�RI
WKH� LQHTXDOLW\�FKDQJH�RYHU���������� WKH�PDUJLQDO�FRQWULEXWLRQ�RI� UDLVHG�XUEDQ�
UXUDO�LQHTXDOLW\�IDU�H[FHHGV�WKH�DYHUDJH��DV�LV�VXSSRUWHG�E\� 
H\H�HYLGHQFH
�RI�DQ
HPHUJLQJ�VXSHU�ULFK�%DQJNRN�HOLWH�� ,Q� WKH�FDVH�RI�7KDLODQG�� WKHUHIRUH�� WKH�27,
K\SRWKHVLV� ILWV� WKH�SUH�DGMXVWPHQW�SHULRG����������EXW� LV� UHMHFWHG� IRU� WKH�PRUH
UHFHQW� SHULRG� ��������� HVSHFLDOO\� LQ� ��������� ZKHQ� LQHTXDOLW\� URVH� IDVWHVW�
7KDLODQG�GHQLHV�WKH�K\SRWKHVL]HG�SDWWHUQ�RI�D�UHFHQW�27,� 
WDNH�RYHU
� WKDW�ZRXOG
PDNH�ZRUVHQLQJ�LQHTXDOLW\�WUHQGV�PRUH�VXUSULVLQJ��2Q�WKH�FRQWUDU\��DV�LQ�&KLQD
DQG�%DQJODGHVK��VR�LQ�7KDLODQG��UHFHQWO\�GHHSHQLQJ�RYHUDOO�$VLDQ�LQHTXDOLW\�LV�LQ
VXEVWDQWLDO�SDUW�DVVRFLDWHG�ZLWK�GHHSHQLQJ�UXUDO�XUEDQ�LQHTXDOLW\��,Q�&KLQD�DQG
7KDLODQG�� D� PDLQ� H[SODQDWLRQ� LV� SUREDEO\� WKDW�� LQ� UHFHQW� JURZWK�� ODUJHO\� UXUDO
UHJLRQV�RI�
FRUH�SRYHUW\
²QRUWKHUQ�DQG�ZHVWHUQ�&KLQD��QRUWKHDVWHUQ�7KDLODQG²
DUH�EHLQJ�OHIW�EHKLQG�

0DOD\VLD����������7KH�*LQLV� LQ�7DEOH��� VXJJHVW� IDOOLQJ� WRWDO�� LQWHUVHFWRUDO�DQG
XUEDQ�LQHTXDOLW\�LQ�WKH�SHULRG�RYHUDOO��7KH�H[FHSWLRQ�LV�WKDW�WKHUH�VHHPV�WR�KDYH
EHHQ�D�VPDOO�ULVH�LQ�WRWDO�LQHTXDOLW\�LQ�WKH�����V��DVVRFLDWHG�ZLWK�D�WHPSRUDU\�ULVH
LQ� UXUDO� LQHTXDOLW\�� *UDGXDO� OLEHUDOL]DWLRQ� DIWHU� ����� ZDV� DFFRPSDQLHG� E\� WKH
%KXPLSXWUD� SROLF\�� WKLV� SROLF\� IDYRXUHG� D� ORZ�LQFRPH� JURXS�� VR� ZRXOG� EH
H[SHFWHG�WR�KDYH�UHGXFHG�LQHTXDOLW\�RYHUDOO�DQG�E\�FRPSRQHQW�

3KLOLSSLQHV� ��������� )URP� WKH� PLG� ����V� WR� WKH� PLG� ����V�� WKH� HYLGHQFH� LQ
7DEOH�,,���VXJJHVWV���D��LQYHUWHG�8�SDWWHUQV�IRU�UXUDO��XUEDQ�DQG�WRWDO�LQHTXDOLW\�

������������������������������������������
���6DUQWLVDUW��������UHSRUWV�D�VOLJKW�IDOO�LQ�WKH�RYHUDOO�*LQL�GXULQJ��������



��

�E�� IURP� WKH�PLG�����V� WR� WKH�PLG�����V�D� VKDUS�QDUURZLQJ�RI� WKH�XUEDQ�UXUDO
JDS�� /DWWHUO\�� DOO� FRPSRQHQWV� RI� LQHTXDOLW\� VHHP� WR� KDYH� WXUQHG� XSZDUGV�� WKH
IORRU� IRU� LQWHUVHFWRUDO� LQHTXDOLW\� KDYLQJ� EHHQ� UHDFKHG� LQ� DERXW� ����� DQG� WKH
VHFWRUDO�DQG�DJJUHJDWH�IORRUV�LQ�DERXW������

)RU� ��������� 7DEOH� ,,��� UHSRUWV� G\QDPLF� GLVDJJUHJDWLRQV� EDVHG� RQ� (VWXGLOOR
V
DQDO\VLV� IRU� �������� DQG� �������� VHSDUDWHO\�� 7KHVH� GLVDJJUHJDWLRQV�� KRZHYHU�
DSSHDU� WR� FRQWDLQ� DQ� LQFRQVLVWHQF\���� 7KDW� DSDUW�� WKH� FKRLFH� RI� VXE�SHULRGV
VXSSUHVVHV�WKH�VXEVWDQWLDO�IOXFWXDWLRQ�LQ�LQWHUVHFWRUDO�LQHTXDOLW\�WKDW�LV�VKRZQ�LQ
7DEOH�,,���WR�KDYH�RFFXUUHG�LQ�WKH�����V��6R�WKH�FRQFOXVLRQ�WKDW�PLJKW�EH�GUDZQ
IURP� WKH�GLVDJJUHJDWLRQV²WKDW� LQWUDVHFWRUDO� LQHTXDOLW\� FKDQJH�ZDV�PRVW�RI� WKH
VWRU\²ZRXOG�EH�PLVOHDGLQJ�

����� �0LGGOH�(DVW�DQG�1RUWK�$IULFD

/6�VXJJHVW�D�VWHDG\�DQG�VLJQLILFDQW�GHFOLQH�LQ�PHGLDQ�*LQLV�VLQFH�WKH�����V��:H
FDQ� VD\� DOPRVW� QRWKLQJ� DERXW� XUEDQ�UXUDO� GLVDJJUHJDWLRQ� RI� LQHTXDOLW\�
2EVHUYDWLRQV� RQ�0RURFFDQ�*LQLV� IRU� ������� DQG� ������� KLQW� DW� IODW� LQHTXDOLW\
RYHUDOO�DQG�D�VOLJKW� IDOO� LQ�XUEDQ� LQHTXDOLW\� LQ�D�SHULRG�ZKHQ� WKHUH�ZDV�D�JRRG
GHDO�RI�DGMXVWPHQW�JRLQJ�RQ��7KH�VDPH�SHULRG�UHYHDOV�VKDUS�ULVHV�LQ�WRWDO��XUEDQ
DQG�UXUDO�H[SHQGLWXUH�SHU�SHUVRQ�*LQLV� IRU� -RUGDQ��DOVR�DQ�DGMXVWLQJ�FRXQWU\�DW
WKLV� WLPH�� $PRQJ� IDFWRUV� ZKLFK� PLJKW� SHUKDSV� DFFRXQW� IRU� WKH� FRQWUDVW� LV
UHODWLYHO\� KLJK� LQHTXDOLW\� RI� DFFHVV� E\� JHQGHU� WR� HFRQRPLF� RSSRUWXQLWLHV� LQ
-RUGDQ�

����� 6XE�6DKDUDQ�$IULFD

/6�ILQG�D�VKDUS�ULVH�LQ�WKH�PHGLDQ�*LQL��IURP������WR� ������EHWZHHQ�WKH�����V
DQG�WKH�����V��UHYHUVHG�LQ�WKH�����V��ZLWK�D�SHUFHSWLEOH�ULVH�EHWZHHQ�WKH�����V
DQG� WKH� ����V�� :H� KDYH� FRPSOHWH� HYLGHQFH� IRU� WZR� GDWHV� RQ� WKH� UXUDO�XUEDQ
LQHTXDOLW\�EUHDNGRZQ�RQO\�IRU�*KDQD��7DEOH�,,�����WRJHWKHU�ZLWK�SDUWLDO�HYLGHQFH
IRU�ILYH�RWKHU�FRXQWULHV��7DEOHV�,,����,,�����+RZHYHU��D�WHVW�RI�WKH�27,�K\SRWKHVLV
ZRXOG�UHTXLUH�HYLGHQFH�IURP�WKH�����V��DQG�ZH�KDYH�UHOLDEOH�HYLGHQFH�RQO\�IRU
*KDQD��ZKHUH�27,� LV� QRW� VXSSRUWHG��6XFK� WHQWDWLYH� LQGLFDWLRQV� DV�ZH� KDYH� IRU
7DQ]DQLD� DQG�8JDQGD� DUH� DOVR� QRW� VXSSRUWLYH� RI�27,�� IRU� LQVWDQFH� UXUDO�XUEDQ
LQHTXDOLW\� VHHPV�� LI� DQ\WKLQJ�� WR� KDYH� ZLGHQHG� LQ� WKH� HDUO\� ����V� LQ� WKRVH

������������������������������������������
���7KH�FRQWULEXWLRQ�RI� LQWHUVHFWRUDO� LQHTXDOLW\�FKDQJH�GXULQJ��������� LV� VKRZQ�DV�QHJDWLYH�
ZKLFK� LQ� YLHZ� RI� WKH� ULVH� LQ� UHODWLYH� XUEDQ� LQFRPH� �DQG� WKH� IDFW� WKDW� LW� H[FHHGV� ���� LV
LPSRVVLEOH�LQ�YLHZ�RI�HTXDWLRQ�����RI�WKLV�SDSHU�



��

FRXQWULHV�� 7KH� FDVH� RI� *KDQD� UDLVHV� WKH� LQWHUHVWLQJ� SRVVLELOLW\�� DOVR� YLVLEOH� LQ
+RQGXUDV�� WKDW� 
FDSLWDO� FLW\� YHUVXV� WKH� UHVW
� PLJKW� EH� DV� LQWHUHVWLQJ� D
GLVDJJUHJDWLRQ�LQ�VRPH�FLUFXPVWDQFHV�DV�
XUEDQ�YHUVXV�UXUDO
�

*KDQD����������7KLV�SHULRG�IRU�*KDQD�ZDV�RQH�RI�VWUXFWXUDO�DGMXVWPHQW��SDUWO\
DVVRFLDWHG� ZLWK� WKH� 
(FRQRPLF� 5HFRYHU\� 3URJUDP
� DGRSWHG� LQ� ������ 7KH
GLVDJJUHJDWLRQV�RI�WKH�7KHLO�/�DUH�EDVHG�RQ�D�WKUHH�ZD\�GLYLVLRQ�LQWR�$FFUD�RWKHU
FLWLHV�UXUDO�� QRQHWKHOHVV� DV� PXFK� DV� ��� SHU� FHQW� RI� LQHTXDOLW\� LV� LQ� WKH
XQH[SODLQHG�LQWUDVHFWRUDO�FRPSRQHQW�

,Q� WKH�SHULRG� LQHTXDOLW\� IHOO�E\� VRPH������SHU� FHQW�� RI�ZKLFK�����SHU� FHQW�ZDV
LQWHUVHFWRUDO������SHU�FHQW�LQWUDVHFWRUDO�DQG�PLQXV�����SHU�FHQW�GHPRJUDSKLF��6R
WKH�PDUJLQDO� LQWHUVHFWRUDO� FRPSRQHQW�ZDV� IDU� ODUJHU� WKDQ� WKH� DYHUDJH�� DQG� WKLV
FDQ� EH� WUDFHG� WR� WKH� VKDUS� IDOO� LQ� UHODWLYH� SHU� FDSLWD� H[SHQGLWXUH� LQ� $FFUD�
6WUXFWXUDO� DGMXVWPHQW� HQWDLOHG� FXWV� LQ�SXEOLF� VHFWRU� HPSOR\PHQW�� WKH� HIIHFWV� RI
ZKLFK� ZHUH� SDUWLFXODUO\� VWURQJ� LQ� $FFUD�� ZKHUH� DOWHUQDWLYH� HPSOR\PHQW
RSSRUWXQLWLHV�SURYHG�HVSHFLDOO\� LQDGHTXDWH� WR� WKH�YROXPH�RI�ZRUNHUV�GLVSODFHG�
7KXV� QRW� RQO\� GLG� UHODWLYH� PHDQ� H[SHQGLWXUH� IDOO� LQ� $FFUD�� EXW� LWV� SRSXODWLRQ
VKDUH� IHOO�� ZKLOH� WKDW� RI� RWKHU� FLWLHV� LQFUHDVHG� �E\� PRUH��� $V� UHJDUGV� WKH
LQWUDVHFWRUDO� FRPSRQHQW�� LQHTXDOLW\� XQVXUSULVLQJO\� URVH� LQ� $FFUD� EXW� WKLV� ZDV
RXWZHLJKHG�E\�IDOOV�LQ�WKH�RWKHU�WZR�VHFWRUV�

,,, &+$1*,1*�585$/�85%$1�329(57<�5$7,26
$1'�85%$1�%,$6

��� ,QWURGXFWLRQ

7KLV� VHFWLRQ� H[DPLQHV� WUHQGV� LQ� UXUDO� DQG� XUEDQ� SRYHUW\� LQGLFHV� DQG²LQ
SDUWLFXODU²WKH�UXUDO� WR�XUEDQ�UDWLRV�RI�VXFK� LQGLFHV��/HYHOV�DQG� WUHQGV�RI�VXFK
UDWLRV� DUH�� RI� FRXUVH�� OLQNHG� WR� OHYHOV� DQG� WUHQGV� LQ� LQWHU�� DQG� LQWUDVHFWRUDO
LQHTXDOLW\� LQGLFHV�� EXW� DUH� RI� LQGHSHQGHQW� LQWHUHVW� IRU� VHYHUDO� UHDVRQV�� )LUVW�
SROLF\�VKRXOG�FRQFHUQ�LWVHOI�PRUH�ZLWK�SRYHUW\�WKDQ�ZLWK�LQHTXDOLW\�DV�VXFK��IRU
LQVWDQFH�� WUDQVIHUV�DPRQJ�WKH�EHWWHU�RII� WKDW� UHGXFH�LQHTXDOLW\�ZLWKRXW� WRXFKLQJ
SRYHUW\�VKRXOG�EH�RI�VHFRQG�RUGHU�FRQFHUQ��6HFRQG��VXVWDLQHG�H[FHVV�RI�UHODWLYH
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�UXUDO�XUEDQ�� SRYHUW\� DERYH� XQLW\��� LV²LI� ORQJ�WHUP� GLIIHUHQFHV� LQ� WKH� LQQDWH
FKDUDFWHULVWLFV� RI� UXUDO� DQG� XUEDQ� LQKDELWDQWV� DUH� H[FOXGHG²D� VLJQ� ERWK� RI

DUELWUDU\
� LQHTXDOLW\�DVVRFLDWHG�ZLWK�DFFLGHQW�RI�ELUWKSODFH��DQG�RI� WKH�SUHVHQFH
RI� EDUULHUV� WR� WKH� UXUDO�XUEDQ�PLJUDWLRQ� RI� SHRSOH� DQG� WKH� XUEDQ�UXUDO� IORZ� RI
FDSLWDO��)XUWKHUPRUH��VXFK�D�UHODWLYH�SRYHUW\�H[FHVV�PD\�LQGLFDWH�WKH�SUHVHQFH�RI
XUEDQ� ELDV�� LQ� WKDW� WKHUH� DUH� LGHQWLILDEOH� FKDQJHV� LQ� SROLFLHV� RU� LQVWLWXWLRQDO
VWUXFWXUHV�WKDW�ZRXOG�ERWK�UHGXFH�WKH�UXUDO�XUEDQ�LPEDODQFH�DQG�UDLVH�HIILFLHQF\�
+RZ� LV� UHODWLYH� UXUDO� SRYHUW\� OLQNHG� WR� LQWHU�� DQG� LQWUDVHFWRUDO� LQHTXDOLW\"
&OHDUO\��UHODWLYH�UXUDO�SRYHUW\�ZLOO�WHQG�WR�IDOO�LI��D��UXUDO�XUEDQ�LQHTXDOLW\�IDOOV�
�E��XUEDQ�LQHTXDOLW\�ULVHV���F��UXUDO�LQHTXDOLW\�IDOOV����6R�WKHUH�LV�QR�QHDW�OLQN�WR
WKH�27,�K\SRWKHVLV��1HYHUWKHOHVV�� LW� LV�XVHIXO� WR�FRQVLGHU�ZKDW� LV�KDSSHQLQJ� WR
WKHVH� WKUHH� LQHTXDOLW\�PHDVXUHV� LQ� D�JLYHQ�FDVH��)RU� H[DPSOH�� D� IDOO� LQ� UHODWLYH
UXUDO�SRYHUW\�WKDW�LV�DVVRFLDWHG�ODUJHO\�ZLWK�D�IDOO�LQ�UXUDO�XUEDQ�LQHTXDOLW\�UDWKHU
WKDQ� FKDQJHV� LQ� VHFWRUDO� LQHTXDOLWLHV�PD\� LQGLFDWH� D� IDOO� LQ� XUEDQ� ELDV��&DUH� LV
QHHGHG� KHUH�� UXUDO�XUEDQ� LQHTXDOLW\� LV� DQ� LPSHUIHFW� LQGLFDWRU� RI� XUEDQ� ELDV
EHFDXVH� �D�� LW� FDQ� FKDQJH� IRU� GHPRJUDSKLF� RU� H[RJHQRXV� UHDVRQV�� DQG� �E�
LQWUDUXUDO� LQHTXDOLW\� WHQGV� WR� LQFUHDVH� QHW� RXWIORZV� RI� VDYLQJV�� VNLOOV� DQG
WUDGDEOHV� IURP�UXUDO� WR�XUEDQ�VHFWRU�DQG� LV� WKXV�DUJXDEO\� LQ� WKH� LQWHUHVWV�RI� WKH
ODWWHU� �/LSWRQ� ������� 1HYHUWKHOHVV�� DQDO\VLQJ� FRPSDUDWLYH� WUHQGV� LQ� UXUDO� DQG
XUEDQ�SRYHUW\� KHOSV�XV� WR� DVVHVV� DQ� LQIOXHQWLDO� FXUUHQW� 
GHYHORSPHQW� GLVFRXUVH

DERXW� WKH� OLQNDJH� EHWZHHQ� PDFUR�HFRQRPLF� SROLF\�� XUEDQ� ELDV�� DQG� SRYHUW\
UHGXFWLRQ��7KH�GLVFRXUVH� LV�ZHOO� H[HPSOLILHG�E\� WKH�:RUOG�%DQN
V�0DGDJDVFDU
3RYHUW\�$VVHVVPHQW�������3$�������0$*���������


�,�Q�WKH�PLG�����V�����LQWHUYHQWLRQLVW�HFRQRPLF�SROLFLHV��ZHUH��FKDUDFWHUL]HG
E\� ZLGHVSUHDG� QDWLRQDOL]DWLRQ�� H[WHQVLYH� SULFH� DQG� PDUNHWLQJ� FRQWUROV
ZKLFK� ZHUH� SDUWLFXODUO\� VHYHUH� LQ� WKH� DJULFXOWXUDO� VHFWRU�� H[WUHPHO\� KLJK
WDULIIV�� KLJK� WD[DWLRQ� RI� DJULFXOWXUDO� H[SRUWV�� D� FKURQLFDOO\� RYHUYDOXHG
H[FKDQJH� UDWH�� DQG� D� SXEOLF� LQYHVWPHQW� SURJUDPPH� WKDW� JDYH� SULRULW\� WR
ODUJH� FDSLWDO�LQWHQVLYH� SURMHFWV� ZLWK� ORZ� UHWXUQV�� ZKLOH� QHJOHFWLQJ
LQYHVWPHQWV� LQ� ���� UXUDO�LQIUDVWUXFWXUH�DQG�WKH�VRFLDO�VHFWRUV��7KHVH�SROLFLHV
IDYRXUHG�XUEDQ�RYHU�UXUDO�DUHDV��ZKHUH�PRVW�RI�WKH�SRRU�OLYH�����7KH�OHJDF\
RI�WKHVH�SROLFLHV�KDV�EHHQ�D�UHODWLYH�GHFOLQH�RI�DJULFXOWXUH�����ZKLFK�SURYLGHV

������������������������������������������
���2U�EHORZ�XQLW\��RI�FRXUVH�
��� 3DUDGR[HV� FDQ� DULVH�� HVSHFLDOO\� IRU� WKH� LQFLGHQFH� PHDVXUH� RI� SRYHUW\�� )RU� H[DPSOH�� LI
LQGLYLGXDOV� DUH� EXQFKHG� MXVW� EHORZ� WKH� SRYHUW\� OLQH� LQ� RQO\� RQH� VHFWRU�� WKHQ� D� VPDOO� ULVH� LQ
HYHU\ERG\
V� LQFRPH� LQ� WKDW�VHFWRU�FDQ�JUHDWO\� UHGXFH�SRYHUW\� LQFLGHQFH�� WKH�VDPH�ULVH� LQ� WKH
RWKHU�VHFWRU�ZRXOG�DFKLHYH�OLWWOH�
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D�OLYHOLKRRG�IRU�WKH�PDMRULW\�RI�WKH�FRXQWU\
V�SRRU�����DQG�SXEOLF�H[SHQGLWXUH
SURJUDPPHV�WKDW�IRU�VHYHUDO�GHFDGHV�KDYH�QHJOHFWHG�����DUHDV�����IURP�ZKLFK
WKH� SRRU� DUH� PDMRU� EHQHILFLDULHV��� 1RW� VXUSULVLQJO\�� QRW� RQO\� GLG� SRYHUW\
LQFUHDVH� LQ� WKLV�SHULRG�EXW�VR�GLG�LQHTXDOLW\� ����)URP������ WKH�JRYHUQPHQW
WRRN�PHDVXUHV�WR�VWDELOL]H�WKH�PDFUR�HFRQRPLF�VLWXDWLRQ�DQG�WR�UHIRUP�WKH
HFRQRP\� ���� 7KHVH� PHDVXUHV� KDG� VHYHUDO� SRVLWLYH� HIIHFWV�� 7KHUH� ZDV� DQ
HFRQRPLF�UHFRYHU\�����GRPHVWLF�WHUPV�RI�WUDGH��PRYHG��LQ�IDYRXU�RI�WKH�UXUDO
VHFWRU��/LEHUDOL]DWLRQ�UHVXOWHG�LQ�DQ�H[SDQVLRQ�RI�QRQ�WUDGLWLRQDO�DJULFXOWXUDO
H[SRUWV� ���� +RZHYHU�� WKH� GHWHULRUDWLRQ� LQ� UXUDO� LQIUDVWUXFWXUH� SUHYHQWHG� D
UHFRYHU\� RI� WUDGLWLRQDO� DJULFXOWXUH� DQG� �IROORZLQJ� SURWHVWV� LQ� ������ WKH
VWDELOL]DWLRQ� DQG� UHIRUP� SURJUDPPHV�ZHUH� GHUDLOHG� �DQG�*'3� SHU� SHUVRQ
IHOO�WKURXJK������
�

)HZ�ZRXOG�GHQ\� WKDW� SRYHUW\� UHGXFWLRQ� LQ�PDQ\� FRXQWULHV�� SUREDEO\� LQFOXGLQJ
0DGDJDVFDU�� KDV� EHHQ� LPSHGHG� E\� LQWHUYHQWLRQLVP� LQLPLFDO� WR� SURJUHVV� LQ� WKH
DJURUXUDO�HFRQRP\��DQG�WKDW�VXFK�SROLFLHV�UHIOHFWHG�XUEDQ�ELDV�DQG�FRQWULEXWHG�WR
RYHUDOO� �QRW� MXVW� UXUDO�XUEDQ�� LQHTXDOLW\��<HW�PDQ\�DQDO\VWV��VRPH� LQ� WKH�:RUOG
%DQN� LWVHOI�� ZRXOG� VHH� WKH� DERYH� DFFRXQW� DV� RQO\� KDOI� WKH� VWRU\�� $V� UHJDUGV
DJULFXOWXUDO�GHYHORSPHQW��LI�SRRU�IDUPHUV�DUH�WR�VKRZ�KLJK�VXSSO\�HODVWLFLW\��DQG
KHQFH�SRYHUW\�UHGXFWLRQ��LQ�UHVSRQVH�WR�WKH�QHZ�PDUNHW�LQFHQWLYHV��WKH�6WDWH�KDV
QRW� RQO\� WR� VODVK� LWV� GLUHFW� SURGXFWLRQ� DQG� SULFH� UHJXODWLRQ�� EXW� DOVR� WR� ERRVW
H[SHQGLWXUHV�WR�VSUHDG�DFFHVV�WR�ODQG��NQRZOHGJH�DQG�KXPDQ�FDSLWDO��WR�VXSSRUW
DJULFXOWXUDO�UHVHDUFK�DQG�LWV�DSSOLFDWLRQ��DQG�WR�UHGXFH�UXUDO�ULVN�DQG�LQVHFXULW\�
WKURXJK�PHDVXUHV�UDQJLQJ�IURP�ZDWHU�PDQDJHPHQW��WKURXJK�QXWULWLRQ�DQG�KHDOWK
SURJUDPPHV��WR�UXUDO�URDGV��$V�UHJDUGV�SROLWLFDO�HFRQRP\��VLPSO\�PRYLQJ�IURP�D
GLULJLVWH�WR�D�PDUNHW�RULHQWHG�HFRQRP\�GRHV�OLWWOH�WR�UHGXFH�WKH�SUR�XUEDQ�SRZHU
ELDVHV� WKDW� KDYH� SUHYHQWHG� DGHTXDWH� SXEOLF� IRFXV� RQ�� DQG� VSHQGLQJ� IRU�� UXUDO
GHYHORSPHQW�� 8QOHVV� WKRVH� ELDVHV� DUH� UHGXFHG�� WKHUH� LV� OLWWOH� SURVSHFW� IRU� WKH
VKLIWV�LQ�SXEOLF�H[SHQGLWXUH��UHTXLUHG�WR�PDNH�WKH�SRVW�UHIRUP�GLVSHQVDWLRQ�PRUH
DPHQDEOH� WR� SRYHUW\� UHGXFWLRQ� �YLD� UXUDO� IRFXV� DQG� KHQFH� JURZWK� DQG
HTXDOL]DWLRQ�� WKDQ� ZDV� WKH� ROG�� 7KH� QRQ�VXVWDLQDELOLW\� RI� VRPH� DGMXVWPHQW
SURJUDPPHV��DV� LQ� WKH�DERYH�DFFRXQW�RI�0DGDJDVFDU²DQG� WKH� OLPLWHG�JDLQV� WR
WKH�SRRU� IURP� 
VWUXFWXUDO� DGMXVWPHQW
�� HYHQ� LQ� WKH�TXLWH� IUHTXHQW� FDVHV�ZKHUH� LW
KDV� LPSURYHG� HFRQRPLF� SHUIRUPDQFH²LV� SUREDEO\� LQKHUHQW� LQ� WKH� RQH�VLGHG
QDWXUH�RI�WKH�UHIRUPV�
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��� &KRLFH�RI�SRYHUW\�YDULDEOH

:H� VKDOO� GLVFXVV� FKDQJHV� LQ� WZR� LQGLFDWRUV� RI� SRYHUW\�� WKH� SURSRUWLRQ� RI
SRSXODWLRQ�EHORZ�WKH�SRYHUW\�OLQH����LQFLGHQFH�RU�KHDGFRXQW��+��DQG�WKH�SRYHUW\�
JDS�LQGH[��3*,��LQFLGHQFH�WLPHV�LQWHQVLW\��+,��ZKHUH�,��
LQWHQVLW\
��DOVR�FDOOHG�WKH

LQFRPH�JDS�UDWLR
�RU�GHSWK��LV�WKH�SRRU
V�PHDQ�SURSRUWLRQDWH�VKRUWIDOO�EHORZ�WKH
SRYHUW\� OLQH�����7KH�XUEDQ�UXUDO� UDWLR�RI� 3*,� LV� RXU� SUHIHUUHG� LQGH[� RI� UHODWLYH
UXUDO� SRYHUW\�� IRU� UHDVRQV� GLVFXVVHG� EHORZ�� 1RW� PDQ\� FRXQWULHV� KDYH� VXUYH\V
VXIILFLHQWO\�IDU�DSDUW�IRU�WUHQGV�LQ�WKLV�UDWLR��RU�HYHQ�LQ�WKH�UXUDO�XUEDQ�LQFLGHQFH
UDWLR�� WR�EH� HVWLPDWHG��0RUHRYHU�� WUHQGV� LQ� WKH� UDWLR�RIWHQ� FDQQRW� EH� H[WUDFWHG�
'HVSLWH� WKH� JRRGZLOO� DQG� HIIRUWV� RI� PDQ\� LQGLYLGXDOV�� WKH� JRYHUQPHQWV� RU
DJHQFLHV� HLWKHU� UHIXVH� WR� UHOHDVH�JURXSHG�SRYHUW\� GDWD�� RU� DOORZ� DFFHVV� RQO\� DW
SURKLELWLYH� FRVW�� 
,QIRUPDWLRQ� REWDLQHG� DW� SXEOLF� H[SHQVH� VKRXOG� EH� SXEOLFO\
DYDLODEOH
� �6WLJOLW]� ������� 7KH� EHVW� LQGLFDWRU� RI� UHODWLYH� UXUDO� SRYHUW\�� IRU� RXU
SXUSRVHV��LV�WKH�FKDQJLQJ�UDWLR�RI�WKH�XUEDQ�WR�WKH�UXUDO�SRYHUW\�JDS�LQGH[��3*,��
7UHQGV� LQ� LQFLGHQFH� �KHDGFRXQW� LQGH[�� +�� FDQ� EH� DUELWUDULO\� DIIHFWHG� E\� WKH
GLVWULEXWLRQ� RI� SRRU� SHUVRQV� EHORZ� WKH� SRYHUW\� OLQH� �VHH� IRRWQRWH� ����� $EVXUG
FRQFOXVLRQV�DERXW�WUHQGV�LQ�WKH�XUEDQ�UXUDO�SRYHUW\�EDODQFH�FRXOG�EH�GUDZQ�IURP
WUHQGV� LQ� WKH� XUEDQ�UXUDO� UDWLR� RI�+�� HVSHFLDOO\� DV�ZH� NQRZ� WKDW� WKH� UXUDO� SRRU
WHQG�WR�OLH�IXUWKHU�EHORZ�WKH�SRYHUW\�OLQH�

$VVHVVLQJ�WKH�XUEDQ�UXUDO�SRYHUW\�WUHQGV�WKURXJK�WUHQGV�LQ�WKH�XUEDQ�UXUDO�UDWLR�RI
3*,� DYRLGV� WKLV� SUREOHP�� VLQFH� IDOOV� LQ� WKH� GHSWK� RI� SRYHUW\� DPRQJ� WKH� SRRU�
ZKLOH�QRW�DIIHFWLQJ�D�VHFWRU
V�+��GR�UHGXFH�LWV�3*,��0RUHRYHU��WKH�3*,�PHDVXUHV
WKH� 
EXUGHQ� RI� SRYHUW\
� DQG� WKH� FRVW�SHU�KHDG� RI� HOLPLQDWLQJ� LW�� LI� WKHUH� DUH
SHUIHFWO\�WDUJHWHG�WUDQVIHUV�DQG�QR�WUDQVDFWLRQV�RU�LQFHQWLYH�FRVWV��:KHQ�WKH�UDWLR
EHWZHHQ�XUEDQ�DQG�UXUDO�3*,�LV�XQLW\��FRVW�SHU�KHDG�RI�HOLPLQDWLQJ�SRYHUW\�LV�WKH
VDPH� LQ� WKH� WZR� VHFWRUV�� DV� WKH� UDWLR� WHQGV� WRZDUGV� �DZD\� IURP�� XQLW\�� VR� WKH

EXUGHQ� RI� SRYHUW\
� DV� EHWZHHQ� VHFWRUV� EHFRPHV� PRUH� �OHVV�� VLPLODU�� ,W� LV

������������������������������������������
��� 7KLV� LV� VRPHWLPHV� WKH� :RUOG� %DQN
V� VWDQGDUG� �FRQVWDQW� ����� SXUFKDVLQJ� SRZHU�
86����PRQWK� SRYHUW\� OLQH�� GHILQHG� IRU� FRQVXPSWLRQ� SHU� SHUVRQ�� EXW� VRPH� FRXQWULHV� XVH
QDWLRQDO� SRYHUW\� OLQHV�� DQG�RU� LQFRPH�� DQG�RU� SHU�HTXLYDOHQW�DGXOW� GDWD�� 6HQVLWLYLW\� WHVWV�
HVSHFLDOO\�WR�YDULDWLRQV�LQ�WKH�SRYHUW\�OLQH��GRPLQDQFH�WHVWV��IQ������DUH�VRPHWLPHV�FDUULHG�RXW�
6HH�VRXUFHV�FLWHG�KHUH��DQG�RQ�PHDVXUHPHQW�LVVXHV�5DYDOOLRQ��������DQG�/LSWRQ�DQG�5DYDOOLRQ
�������� ,QWHUQDWLRQDO� FRPSDULVRQV� RI� SRYHUW\� OHYHOV� DUH� ULVN\�� 7UHQG� FRPSDULVRQV�� KRZHYHU�
DUH�IHDVLEOH��HVSHFLDOO\�ZKHUH�GRPLQDQFH�WHVWV�KDYH�EHHQ�GRQH�
���,QWHQVLW\�LQ�LWVHOI�WHOOV�XV�OLWWOH�DERXW�SRYHUW\��ZH�QHHG�WR�NQRZ�KRZ�PDQ\�SHRSOH�VXIIHU�LW�
7KH� 3*,� LQGLFDWHV�� LQ� D� VHQVH�� WKH� DPRXQW� RI� SRYHUW\�� VLQFH� LW� LV� WKH� FRVW�� SHU� KHDG� RI
SRSXODWLRQ��RI�HQGLQJ�SRYHUW\�LI�WUDQVIHUV�FRXOG�EH�SHUIHFWO\�WDUJHWHG�
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HTXLWDEOH� IRU� D�SHUVRQ
V� ULVN� RI�SRYHUW\�� WLPHV� WKH�GHSWK� RI�SRYHUW\� LI� WKDW� ULVN
PDWHULDOL]HV�� WR� EH� XQDIIHFWHG� E\� DUELWUDU\� IDFWRUV� VXFK� DV�� VD\�� ILUVW� OHWWHU� RI
QDPH�� RU� XUEDQ� RU� UXUDO� UHVLGHQFH²RU� E\� PDUNHW�SRZHU�� RU� VWDWH� DFWLRQV�
GLVFULPLQDWLQJ�RQ�DQ\�RI�WKHVH�JURXQGV��,W�LV�DOVR�HIILFLHQW�IRU�VXFK�GLVFULPLQDWLRQ
WR�EH�UHGXFHG��HLWKHU�E\�WKH�EDODQFH�RI�SXEOLF�DFWLRQV�DJDLQVW�SRYHUW\��RU�WKURXJK
SULYDWH� DFWLRQ�� H�J�� DV� WKRVH� LQ� WKH�KLJK�SRYHUW\� VHFWRU� DFTXLUH� LQIRUPDWLRQ�DQG
VDYH�XS�WKH�IL[HG�FRVWV�RI�PLJUDWLRQ�WR�WKH�ORZ�SRYHUW\�VHFWRU��DEVHQW�RYHUULGLQJ
QHJDWLYH�H[WHUQDOLWLHV�IURP�VXFK�PLJUDWLRQ�� LW� LV�DOVR�HIILFLHQW�QRW� WR�LPSHGH�LW��
$OVR��DV�D�ILUVW�DVVXPSWLRQ��LW�LV�HIILFLHQW�DQG�HTXLWDEOH�WR�DOORFDWH�SXEOLF�SRYHUW\�
UHGXFLQJ�UHVRXUFHV�EHWZHHQ�VHFWRUV�LQ�ZD\V�WKDW��ZKLOH�UHGXFLQJ�WKHLU�3*,V��WHQG
WR�EULQJ� WKHP�GRZQ� WR� WKH� VDPH� OHYHO� �HYHQWXDOO\� QHDU� ]HUR�����$VVXPLQJ� WKDW
UXUDO� DQG� XUEDQ� VHFWRUV� FRQWLQXH� WR� HQMR\� URXJKO\� VLPLODU� UHWXUQV� WR� VXFK
UHVRXUFHV��LW�LV�WKHUHIRUH�UHDVRQDEOH�WR�VHH��D��VLPLODU�UDWHV�RI�GHFOLQH�LQ�UXUDO�DQG
XUEDQ�3*,�DV�D�VLJQ��QRW�SURRI���RI�XQFKDQJHG�HIILFLHQF\�DQG�HTXLW\��DQG�SHUKDSV
XQFKDQJHG�ELDV��LQ�UHVRXUFH�DOORFDWLRQ��LQFHQWLYHV�DQG�LQVWLWXWLRQV�EHWZHHQ�WKHVH
DUHDV��DQG��E��FRQYHUJHQFH��GLYHUJHQFH��EHWZHHQ�UXUDO�DQG�XUEDQ�3*,V�DV�D�VLJQ
RI�LQFUHDVLQJ��GHFUHDVLQJ��UXUDO�XUEDQ�HTXLW\�DQG�HIILFLHQF\���

7DEOH�,,,���VKRZV�QDWLRQDO�FKDQJHV�LQ�UXUDO��XUEDQ�DQG�QDWLRQDO�+�DQG�3*,��2QO\
LQ�%DQJODGHVK��&RORPELD�� ,QGRQHVLD�DQG�-RUGDQ�FDQ�ZH�DGG�GHFRPSRVLWLRQV�RI
VXFK� FKDQJHV� LQWR� WKH� HIIHFWV� RI� �D�� JURZWK� RI� WKH� JURXS
V� PHDQ� LQFRPH�� �E�
FKDQJHG� GLVWULEXWLRQ� ZLWKLQ� WKH� JURXS� �L�H�� LQWUDUXUDO�� LQWUDXUEDQ� RU
LQWUDQDWLRQDO���DQG��F��D�UHVLGXDO����7KH�VHYHUH�GDWD�VKRUWDJH��HVSHFLDOO\�IRU�ORQJ
������������������������������������������
��� 7KDW� DVVXPSWLRQ� FDQ� EH� RYHUWXUQHG�� H�J�� LI� D� SDUWLFXODU� W\SH� RI� 
UXUDO� SHUVRQ
� SURYHG
VSHFLDOO\� UHFDOFLWUDQW� WR� SRYHUW\�UHGXFLQJ� H[SHQGLWXUHV�� VR� WKDW� WKHLU� UHWXUQV� ZHUH
V\VWHPDWLFDOO\� ORZ�� �+RZHYHU�� WKH� ORZ�SURSHQVLW\�RI�D� UXUDO� UHJLRQ� WR�JHQHUDWH�KLJK�SRYHUW\
UHGXFWLRQ��SHU�PDUJLQDO�XQLW�RI�FDVK�� LV� DQ� HIILFLHQF\� DUJXPHQW�127� IRU� D� VPDOOHU� VSHQGLQJ
HIIRUW� UHODWLYH� WR� 3*,� IRU� LWV� LQKDELWDQWV� RQ� WKRVH� JURXQGV�� EXW� IRU� D� VLPLODU� UHODWLYH� HIIRUW
IRFXVHG�RQ�SRYHUW\�UHGXFWLRQ�YLD�PLJUDWLRQ�UDWKHU�WKDQ�LQ�VLWX��
���D��,I�WKH�3*,�LQ�RQH�VHFWRU��VD\�WKH�XUEDQ�VHFWRU��JHWV�FORVH�WR�]HUR��VD\�����SHU�FHQW��RQH
VKRXOG�SUREDEO\�H[SHFW�WKDW�RQ�HIILFLHQF\�DQG�HTXLW\�JURXQGV�UXUDO�3*,�VKRXOG�GHFUHDVH�IDVWHU
WKDQ� XUEDQ�� 7KH� UHVLGXDO� ���� SHU� FHQW� SUREDEO\� FRPSULVHV� SRRU� SHRSOH� ZKR� DUH� YLUWXDOO\
XQUHDFKDEOH�RU�XQDLGDEOH��DQG�RU�SHRSOH�ZLWK�XQXVXDOO\� ORZ�QHHGV��H�J�� IRU�IRRG��GXH� WR� ORZ
ERG\� VL]H� RU�PHWDEROLF� UDWH�� IRU�ZKRP� D� SRYHUW\� OLQH� EHORZ� WKH� QRUPDO� VWDQGDUG�ZRXOG� EH
DSSURSULDWH���E��,Q�SULQFLSOH��SROLF\PDNHUV�PLJKW�VHHN�XUEDQ�UXUDO�FRQYHUJHQFH�IRU�D�SRYHUW\
VHYHULW\� LQGLFDWRU� VXFK� DV� DOSKD�WZR�� LQVWHDG� RI� IRU� 3*,�� +RZHYHU�� XQOLNH� 3*,�� D� VHYHULW\
LQGLFDWRU�FDQQRW�PHDVXUH�WKH�FRVW�RU�EXUGHQ�RI�SRYHUW\�LQ�D�VHFWRU�
��� �L�� 7KH� SXEOLVKHG� GHFRPSRVLWLRQV� RI� FKDQJH� LQ� +� DQG� 3*,� DUH� LQWR� WKH� HIIHFW� RI� PHDQ
LQFRPH�JURZWK�DQG�RI�VKLIWV� LQ� WKH� ILWWHG�/RUHQ]�FXUYH��7KHUH� LV� LQHYLWDEO\�D� UHVLGXDO� LQ� WKLV
FDVH���LL��)RU�VRPH�FRXQWULHV�ZH�KDYH�LQIRUPDO� LQGLFDWLRQV�RI� WKH�H[WHQW� WR�ZKLFK�FKDQJHV�LQ



��

SHULRGV�DQG�IRU�$IULFD�DQG�WUDQVLWLRQDO�FRXQWULHV��LV�VWULNLQJ��PDQ\�VXUYH\V�GR�QRW
SXEOLVK�HYHQ�RQH�\HDU
V�PHDQ�UXUDO�DQG�XUEDQ�LQFRPH��OHW�DORQH�XUEDQ�DQG�UXUDO
WUHQGV�LQ�SRYHUW\��7KH�IROORZLQJ�GLVFXVVLRQ�JRHV�EH\RQG�WKH�IHZ�FRXQWULHV�ZLWK
3*,� WUHQGV� LQ� 7DEOH� ,,,���� :KHUH� RQO\� KHDGFRXQW� WUHQGV� FDQ� EH� FRPSDUHG
EHWZHHQ�XUEDQ�DQG�UXUDO�VHFWRUV��WKHUH�DUH�VRPHWLPHV�KLQWV�DERXW�VHFWRUDO�3*,V�
2WKHUZLVH��LQIHUHQFHV�RQ�UXUDO�DQG�XUEDQ�SRYHUW\�WUHQGV�IURP�+�RQO\�DUH�ZHDNHU�
KRZHYHU�� LQ� WKH� HLJKW� FRXQWULHV� ZKHUH� WUHQGV� LQ� WKH� XUEDQ�UXUDO� UDWLR� IRU
KHDGFRXQW� DQG� 3*,� DUH� ERWK� DYDLODEOH�� WKH\� PRYH� LQ� WKH� VDPH� GLUHFWLRQ�� 2XU
GLVFXVVLRQ�ZLOO�DOVR�FRQVLGHU�LQIRUPDWLRQ�IRU�FRXQWULHV�QRW�VKRZQ�LQ�7DEOH�,,,���
7KRXJK�WKH�LQIRUPDWLRQ�LV�VSRWW\�DQG�LPSHUIHFW��D�FOHDU�PHVVDJH�DFURVV�FRXQWULHV
EHJLQV� WR� HPHUJH�� DQG� WKHUH� LV� QR� UHDVRQ� WR� EHOLHYH� WKDW� WKH\� DUH� DIIHFWHG� E\
V\VWHPDWLF� GLVWRUWLRQV� �H�J��PLVPDWFK� RI� WUHQGV� LQ� UXUDO�XUEDQ� UDWLRV� LQ� +�ZLWK
WUHQGV�LQ�WKH�UDWLRV�IRU�3*,��

��� (YLGHQFH�RQ�WUHQGV�LQ�UXUDO�XUEDQ�SRYHUW\�UDWLRV

:KLOH�ZH�SUHIHU�WR�DVVHVV�WUHQGV�LQ�WKH�UHODWLYH�UXUDO�SRYHUW\�LQ�WHUPV�RI�WKH�3*,�
7DEOH� ,,,��� VKRZV� WKDW��ZKHUH� ERWK� 3*,V� DQG� LQFLGHQFHV� DUH� DYDLODEOH�� UHODWLYH
UXUDO� LQFLGHQFH� DQG� UHODWLYH� UXUDO� 3*,� PRYHG� LQ� WKH� VDPH� GLUHFWLRQ���� 8VLQJ
HLWKHU� 3*,V� RU� LQFLGHQFHV�� ZH� VHH� IURP� WDEOH� ,,,��� WKDW�� RI� WKH� IRXU� FRXQWULHV
ZKHUH� FKDQJHV� LQ� LQFLGHQFH� DQG�RU� 3*,� RI� XUEDQ� DQG� UXUDO� SRYHUW\� FDQ� EH
GHFRPSRVHG� LQWR� JURZWK� DQG� GLVWULEXWLRQ� HIIHFWV� �SOXV� D� UHVLGXDO��� UXUDO�XUEDQ
GLIIHUHQFHV�LQ�FKDQJHV�RI�WKH�PHDQ�DUH�GULYLQJ�FKDQJHV�LQ�UHODWLYH�UXUDO�SRYHUW\
LQ� -RUGDQ�� ,QGRQHVLD� DQG� %DQJODGHVK�� RQO\� LQ� &RORPELD� LV� LQWUDVHFWRUDO
GLVWULEXWLRQ� SOD\LQJ� WKH�PDLQ� UROH��$OVR�� FRPELQLQJ� WDEOH� ,,,��� �ODVW� FROXPQ� RI

������������������������������������������������������������������������������������������������������������������������������������
WKH� XUEDQ�UXUDO� SRYHUW\� UDWLRV� DUH� DVVRFLDWHG� ZLWK� FKDQJHV� LQ� LQWUDVHFWRUDO� GLVWULEXWLRQV� DV
DJDLQVW�FKDQJHV�LQ�VHFWRUDO�PHDQV�
���,Q�7DEOH�,,,���,QGLD�DSSHDUV�WR�EH�DQ�H[FHSWLRQ�RYHU�WKH�FRPSOHWH�SHULRG������������WKRXJK
QRW�RYHU�WKH�VXESHULRGV�EHIRUH�DQG�DIWHU�UHIRUPV��ERWK�WKH�3*,�UDWLR�DQG�WKH�LQFLGHQFH�UDWLR�IHOO
LQ� ���������������� DQG� WKHQ� URVH� WR� ������� UXUDO�XUEDQ� SRYHUW\� JDS� LQGH[HV� FRQYHUJHG� LQ
���������\HW�SRYHUW\�LQFLGHQFHV�DSSHDU�WR�KDYH�GLYHUJHG��7KDW��KRZHYHU�� LV�DQ�RGGLW\�GXH�WR
WKH�IDFW�WKDW�ZH�DUH�SUHVHQWLQJ�WKH�ORQJHVW�DYDLODEOH�DQG�FRPSDUDEOH�VHULHV��DQG�WKH�HQG�\HDU
�����LV�H[FHSWLRQDO�LQ�WKDW�WKH�UXUDO�XUEDQ�3*,�UDWLR�VKRZHG�D�VXGGHQ�IDOO�WR�������L�H��EHORZ
WKH��������OHYHO�RI�������%XW�WKH�UDWLR�ZDV������LQ��������DQG������LQ�ERWK��������DQG�������
�-KD�� 7DEOH� ��� LQ� &RUQLD�� IRUWKFRPLQJ��� L�H�� RQ� WKHVH� GDWD� WKHUH� ZDV� VOLJKW� UXUDO�XUEDQ� 3*,
GLYHUJHQFH�RYHU� WKH�ZKROH�SHULRG�IURP��������LQ�3*,��DV� LQ� LQFLGHQFH��1RWH�DOVR� WKDW������
��²ZLWK� WKH� UXUDO� 3*,� VXGGHQO\� SOXPPHWLQJ� IRU� MXVW� RQH� \HDU�� WR� RQO\� ��� SHU� FHQW� RI� WKH
XUEDQ�UDWLR²LV�XQLTXH��UXUDO�3*,�LV�RYHU�����SHU�FHQW�RI�XUEDQ�LQ�DOO�RWKHU�\HDUV��-KD��7DEOH���
LQ�&RUQLD��IRUWKFRPLQJ��



��

QXPEHUV��ZLWK� WKH� WDEOHV� LQ� VHFWLRQ����ZH�VHH� WKDW�� LQ�DOPRVW�HYHU\�FDVH�� UXUDO�
XUEDQ�LQHTXDOLW\�URVH��IHOO��DORQJVLGH�UHODWLYH�UXUDO�SRYHUW\�

����� $VLD

7KH�SLFWXUH� LV� GLYHUVH��EXW� RYHUDOO� WKHUH� LV� QR� FRQYHUJHQFH�EHWZHHQ�XUEDQ� DQG
UXUDO�SRYHUW\��:H�PXVW�SD\�VSHFLDO�DWWHQWLRQ�WR�&KLQD�DQG�,QGLD��ZKLFK�DUH�KRPH
WR�RYHU�KDOI�WKH�ZRUOG
V�
GROODU�SRRU
��ERWK�VHHP�LQFRPSDWLEOH�ZLWK�DQ\�SODXVLEOH
27,�VWRU\�

&KLQD��)RRG�SRYHUW\�IHOO�IURP������SHU�FHQW�LQ������YLD�����SHU�FHQW�LQ������WR
����SHU�FHQW�LQ�������XUEDQ�IURP�����SHU�FHQW�LQ������WR�����SHU�FHQW�LQ�ERWK�����
DQG�������UXUDO�IURP����SHU�FHQW�YLD������SHU�FHQW�WR������SHU�FHQW����0HDQZKLOH
WKH�XUEDQ�SRSXODWLRQ�VKDUH�URVH�IURP������SHU�FHQW�WR������SHU�FHQW��:RUOG�%DQN�
&KLQD� 3$� ������ L[�� ���� �������� 7KXV� ERWK� XUEDQ� DQG� UXUDO� SRYHUW\� IHOO�
XUEDQL]DWLRQ�UHGXFHG�QDWLRQDO�SRYHUW\�LQFLGHQFH����5XUDO�SRYHUW\�IHOO�LQ��������
DORQJVLGH� UDSLG�� HJDOLWDULDQ� DQG� HVVHQWLDOO\� LQGLYLGXDO� ODQG� UHIRUP�� GHFOLQLQJ
SULFH� UHSUHVVLRQ�RI�DJULFXOWXUH��DQG�PDMRU� WHFKQLFDO�SURJUHVV� LQ� ULFH�DQG�ZKHDW�
\HW�HYHQ� WKHQ�XUEDQ�SRYHUW\� IHOO� IDVWHU��0RUH� UHFHQWO\�� WKH� UDWLR�EHWZHHQ�XUEDQ
DQG�UXUDO�PHDQ�LQFRPH�URVH�IURP�����LQ������WR�����LQ�������ERWK�WKH�OHYHO�DQG
WKH� ULVH� DUH� PRUH�� LI� GLIIHUHQWLDOV� DQG� FKDQJHV� LQ� WKH� FRVW� RI� OLYLQJ� DQG� LQ
VXEVLGLHV� DUH� DOORZHG� IRU� �:RUOG� %DQN� ������ ����� 7KLV� PXVW� KDYH� UDLVHG
UXUDO�XUEDQ� SRYHUW\� UDWLRV�� DQG� ZDV� UHLQIRUFHG� E\� ULVLQJ� LQWUDUXUDO� LQHTXDOLW\
DIWHU�������DV�WRZQVKLS�DQG�YLOODJH�HQWHUSULVHV�UHSODFHG�DJULFXOWXUH�DV�WKH�HQJLQH
RI�UXUDO�JURZWK��DQG�EDFNZDUG�DUHDV�IHOO�IXUWKHU�EHKLQG��+RZHV�������*DQJ�HW�DO�
�������$IWHU�������RQFH�XUEDQ�SRYHUW\�KDG�IDOOHQ�DOPRVW�WR�]HUR��RQ�WKH�QDWLRQDO
SRYHUW\� OLQH�� LW� ZDV� DERXW� �� SHU� FHQW� RQ� WKH� %DQN
V� GROODU�D�GD\� OLQH�� UXUDO
SRYHUW\�DOPRVW�VWRSSHG�IDOOLQJ���/RFDO�VWXGLHV��FLWHG�LQ�WKH�3$�DQG�WKH�67,&(5'
VWXG\� �+RZHV� ������ HWF���� VXJJHVW� WKDW� VHFWRUDO� 3*,� DQG� +� VKRZHG� VLPLODU
WUHQGV��

$OVR��&KLQD
V� XUEDQ�UXUDO� SRYHUW\� UDWLRV� DUH� OLQNHG� WR� KLJK� DQG� ULVLQJ� UHJLRQDO
LQHTXDOLW\�� 6LQFH� ����� JURZWK� KDV� EHHQ� PXFK� IDVWHU� ZKHUH� WKHUH� ZDV� OLWWOH

������������������������������������������
��������SHU� FHQW�RQ� WKH� VDPH�QDWLRQDO� SRYHUW\� OLQH� LQ� ������:RUOG�'HYHORSPHQW� ,QGLFDWRUV
�����������
���7KLV�LV�DQ�DULWKPHWLFDO�VWDWHPHQW��LPSOLHG�E\�ORZHU�XUEDQ�SRYHUW\�UDWHV�SOXV�XUEDQL]DWLRQ��,W
GRHV�QRW�LPSO\�WKDW�WKH�SRRU�XUEDQLVHG��WKDW�WKRVH�ZKR�GLG�WKXV�UHGXFHG�WKHLU�ULVN�RI�SRYHUW\�
RU� WKDW� UXUDO� SRYHUW\� ZDV� UHGXFHG� EHFDXVH� XUEDQL]DWLRQ� PRGHUDWHG� WKH� SUHVVXUH� RQ� ODQG�
(PSLULFDOO\��DOO�WKUHH�VWDWHPHQWV�DUH��LQ�WKLV�FDVH��SUREDEO\�FRUUHFW�



��

SRYHUW\�OHIW�WR�HOLPLQDWH²WKH�XUEDQ�6(�FRDVWDO�EHOW�DQG�LWV�IDVW�XUEDQL]LQJ�
UXUDO

KLQWHUODQG�� +HQFH� XUEDQ�UXUDO� SRYHUW\� UDWLRV� KDYH� ZLGHQHG�� DQG� SRYHUW\� KDV
IDOOHQ�RQO\�VORZO\��*DQJ�HW�DO���������WKH�PRUH�VR�EHFDXVH�LQWUDUXUDO�LQHTXDOLW\
LV� ULVLQJ��GXH� WR� UHJLRQDO�GLYHUJHQFH� DQG� WR� WKH� JUHDWHU� ULVNV� WR�GHFROOHFWLYL]HG
IDUPHUV��H�J��IURP�PDUNHW�YRODWLOLW\��VSHFLDOL]DWLRQ�ZLWKLQ�DJULFXOWXUH��DQG�UDSLG
JURZWK� RI� QRQ�IDUP� LQFRPH�� ZKLFK� DFFUXHV� GLVSURSRUWLRQDWHO\� WR� EHWWHU�RII
SHRSOH��+RZHV�������+RZHV�DQG�+XVVDLQ��������,QWUDVHFWRUDO�LQHTXDOLW\�FDQQRW
EH� VHSDUDWHG� IURP� XUEDQ� ELDV�� WKLV� DIIHFWV� ERWK� WKH� UXUDO� VHFWRU� DQG�� ZLWKLQ� LW�
DUHDV�DQG�IDUPHUV�RI�OHVV�FRQFHUQ�IRU�XUEDQ�SXUSRVHV���

,QGLD�KDV�VXEVWDQWLDO�UXUDO�XUEDQ��DQG�UHJLRQDO��GLIIHUHQFHV�LQ�PHDQ�LQFRPH�DQG
SRYHUW\�� FORVH� WR� WKH� QRUP� IRU� GHYHORSLQJ� FRXQWULHV�� EXW� ZHOO� EHORZ� &KLQD�
%HWZHHQ� ������� DQG� ������ WKH� W\SLFDO� WRZQSHUVRQ
V� ULVN� RI� IDOOLQJ� EHORZ� WKH
�ORFDOO\�SULFH�DGMXVWHG��QDWLRQDO�SRYHUW\�OLQH�IHOO�E\����SHU�FHQW��DQG�WKH�W\SLFDO
YLOODJHU
V� E\� ��� SHU� FHQW�� RI� LWV� SUHYLRXV� OHYHO�� LPSO\LQJ� RYHUDOO� GLYHUJHQFH
�7DEOH�,,,����RQ�WKH�3*,��VHH�IQ����DERYH���7KHUH�DUH�WKUHH�SHULRGV��)URP�WKH�PLG
����V�WR�WKH�PLG�����V��UHDO��333��*'3�DQG�PHDQ�FRQVXPSWLRQ�SHU�SHUVRQ�DQG
RYHUDOO� SRYHUW\� VWDJQDWHG�� DV� GLG� ERWK� UXUDO� DQG� XUEDQ� SRYHUW\� LQFLGHQFH� DQG
KHQFH� WKH� UDWLR� EHWZHHQ� WKHP� �WKRXJK� ZLWK� KXJH� IOXFWXDWLRQV�� JUHDWHU� LQ� UXUDO
DUHDV���)URP�WKH�PLG�����V�WR�DURXQG�������LQFLGHQFHV�DQG�3*,V�FRQYHUJHG�DV
ERWK�XUEDQ�DQG�UXUDO�SRYHUW\�IHOO��WKH�UXUDO�XUEDQ�LQFLGHQFH�UDWLR�ZDV�DURXQG����
LQ�WKH�PLG�����V�DQG�EHORZ�����DURXQG�������ZKLOH�WKH�3*,�UDWLR�IHOO�IURP�FORVH
WR�����WR�EDUHO\�DERYH�XQLW\��7KLUG��DGMXVWPHQW�VDZ�XUEDQ�SRYHUW\�IDOOLQJ��UXUDO
SRYHUW\� WUHQGOHVV�� DQG� KHQFH� SRYHUW\� ULVNV� GLYHUJLQJ�� LQ� ������ ZLWK� D� VSRWW\
KDUYHVW�DFFRPSDQ\LQJ�HFRQRPLF�VOXJJLVKQHVV�GXH�WR�VWDELOL]DWLRQ��WKH�LQFLGHQFH
UDWLR� URVH� VKDUSO\� WR� ���� DQG� WKH� 3*,� UDWLR� WR� RYHU� �����%\� ������ GHVSLWH� HYHQ
IDVWHU�JURZWK�LQ�PHDQ�FRQVXPSWLRQ�LQ� WKH� UXUDO� WKDQ�LQ� WKH�XUEDQ�VHFWRU��XUEDQ
DQG� UXUDO� SRYHUW\� KDG� DJDLQ� GLYHUJHG²LQGHHG�� XUEDQ� SRYHUW\� RYHU� WKH� UHIRUP
SHULRG�IHOO�VKDUSO\��ZKLOH�UXUDO�SRYHUW\�DSSHDUV�QRW�WR�KDYH�EXGJHG��7DEOH�,,,���
$SSHQGL[���VRXUFHV��DQG�-KD��7DEOH����LQ�&RUQLD��IRUWKFRPLQJ��

*UHDW�FDXWLRQ�LV�QHHGHG�LQ� LQWHUSUHWLQJ�WKHVH�PXFK�GHEDWHG�,QGLDQ�GDWD��EXW�ZH
GRXEW� WKDW�RQH� FDQ�ZULWH�RII�� DV� DQ� DUWHIDFW� RI� WKH� GDWD�� HLWKHU� WKH� ULVLQJ� UXUDO�

������������������������������������������
���6RPH�����PLOOLRQ�&KLQHVH�
IORDWLQJ�PLJUDQWV
�ZRUN�LQ�WKH�WRZQV�EXW�DUH�UHJLVWHUHG�DV�UXUDO�
7KH\�ODFN�PRVW�XUEDQ�HQWLWOHPHQWV�DQG�VXEVLGLHV��DQG�DUH�VHOGRP�LI�HYHU�VXUYH\HG�DV�XUEDQ��6R
GDWD� VKRUWDJHV� SUHYHQW� ILUP� FRQFOXVLRQV� DERXW� WKHLU� SRYHUW\�� %XW� WKH\� DUH� SUREDEO\
LQWHUPHGLDWH�EHWZHHQ�UHJLVWHUHG�XUEDQ�DQG�VHWWOHG�UXUDO�SHRSOH�LQ�ERWK�LQFLGHQFH�DQG�VSHHG�RI
GHFOLQH�VLQFH�WKH�PLG�����V�



��

XUEDQ�SRYHUW\�JDSV�GXULQJ�DGMXVWPHQW²LQ�FRQWUDVW�WR�$IULFD²RU�WKH�DSSDUHQWO\
VKDUS� IDOO� LQ� WKH� HODVWLFLW\�RI� UXUDO�SRYHUW\� WR�PHDQ�FRQVXPSWLRQ��)LUVW�� WKRXJK
WKH�VDPSOH�LQ�VRPH�\HDUV�LV�
WKLQQHU
�WKDQ�LQ�RWKHUV��WKHUH�DUH�VXIILFLHQW�UXUDO�DQG
XUEDQ�REVHUYDWLRQV�HYHQ�LQ�WKH�
WKLQ
�\HDUV�IRU�QDWLRQZLGH�HVWLPDWHV�RI�PHDQ�UXUDO
DQG�XUEDQ�FRQVXPSWLRQ��DQG�DOPRVW�FHUWDLQO\�SRYHUW\�DQG�LQHTXDOLW\� LQGLFDWRUV�
WR�KDYH�PLQLPDO�VDPSOLQJ�HUURU��6HFRQG��'HDWRQ�DQG�7DUR]]L��������DUJXH�WKDW
LQ� ��������������� 166� RYHUHVWLPDWHG� LQIODWLRQ�� DQG� KHQFH� UDLVHG� WKH� SRYHUW\
OLQH�LQ�FXUUHQW�UXSHHV�WRR�PXFK��HVSHFLDOO\�LQ�UXUDO�DUHDV��WKH\�LQIHU�WKDW�SRYHUW\
GHFOLQHG�PRUH�WKDQ�WKH�166�GDWD�VXJJHVW��DQG�WKDW�QR�FRQFOXVLRQ�DERXW�WKH�UXUDO�
XUEDQ�SRYHUW\�GLYHUJHQFH��RU�RWKHUZLVH��PD\�EH� MXVWLILHG��+RZHYHU�� WKH�FKRLFH
RI� LQIODWLRQ� DGMXVWHU�� LQ� QXPHURXV� VLPLODU� SDVW� DUJXPHQWV� DERXW� ,QGLDQ�SRYHUW\
GDWD��KDV�KDUGO\�HYHU�PDGH�D�ELJ�GLIIHUHQFH�WR�SRYHUW\� WUHQGV�� OHW�DORQH�RQHV�DV
VKDUS�DV�WKH�DSSDUHQW�UHYHUVDO�RI�UXUDO�XUEDQ�SRYHUW\�FRQYHUJHQFH��DQG�LQGHHG�RI
UXUDO�SRYHUW\�GHFOLQH��VLQFH����������7KH�ORQJHU�GDWD�VHW�WR������QRZ�DYDLODEOH
PDNHV� LW� HYHQ�PRUH� OLNHO\� WKDW� WKH� UXUDO�XUEDQ�SRYHUW\� JDSV�ZLGHQHG�� DQG� WKDW
UXUDO� SRYHUW\� IHOO� OLWWOH�� RYHU� WKH� ZKROH� DGMXVWPHQW� SHULRG�� 1RWH�� KRZHYHU�
�6ULQLYDVDQ������� WKDW� �D�� WKLV�PD\�EH�GXH� WR� WKH� IDU� VORZHU�SDFH� RI� UHIRUP� LQ
DJULFXOWXUH��DQG�LQ�UXUDO�ILQDQFLDO�PDUNHWV��WKDQ�HOVHZKHUH��QRW�WR�UHIRUP�LWVHOI�
�E�� UXUDO� SRYHUW\� DSSHDUV� WR� KDYH� GRQH� ZRUVW� LQ� WKH� OHDVW�UHIRUPLQJ� 6WDWHV� RI
8WWDU�3UDGHVK��%LKDU��2ULVVD�DQG�5DMDVWKDQ��DQG�WR�KDYH�IDOOHQ�HOVHZKHUH��WKRXJK
OHVV�WKDQ�LQ�XUEDQ�DUHDV��:KHWKHU�WKH�EODPH�OLHV�ZLWK�GHOD\HG�UHIRUP��UHIRUP��RU
LQFRPSOHWH�UHIRUP²DQG�GHVSLWH�D�KHDOWK\�UHGXFWLRQ�LQ�RYHUDOO�SRYHUW\²WKHUH�LV
QR�GHFOLQH�LQ�XUEDQ�UXUDO�SRYHUW\�JDSV�LQ�,QGLD�RYHU�WKH�ORQJ�WHUP�DQG�SUREDEO\
DQ�LQFUHDVH�LQ�UHFHQW�\HDUV�

2I�RWKHU�ODUJH�$VLDQ�FRXQWULHV��,QGRQHVLD�LV�ZLGHO\�UHSXWHG�WR�KDYH�VKRZQ�YHU\
IDVW� IDOOV� LQ� SRYHUW\�� HYHQ� PRUH� VR� LQ� UXUDO� DUHDV�� HVSHFLDOO\� GXULQJ� WKH� UDSLG
SURJUHVV�ZLWK� KLJK�\LHOGLQJ� ULFH� YDULHWLHV� LQ� WKH� ����V�� 7KH� UHOLDEOH� ����� DQG
����� KRXVHKROG� VXUYH\V�� WRJHWKHU�ZLWK� QHFHVVDU\� SULFH� DGMXVWPHQWV���� FRQILUP
WKLV��5XUDO�3*,�IHOO�E\����SHU�FHQW�RI�LWV������OHYHO��DQG�XUEDQ�3*,�E\����SHU�FHQW
�+�IHOO�E\����SHU�FHQW�DQG����SHU�FHQW�UHVSHFWLYHO\��E\���������,Q�%DQJODGHVK�
KRZHYHU��LQ�WKH�VDPH�SHULRG��WKH�XUEDQ�3*,�IHOO�E\����SHU�FHQW��+�E\����SHU�FHQW�

������������������������������������������
���2IILFLDO�FRPSDULVRQV�VXEVWDQWLDOO\�RYHUVWDWH�WKH�H[WHQW�WR�ZKLFK�XUEDQ�SULFHV�H[FHHG�UXUDO
�WKXV�RYHUVWDWLQJ�XUEDQ�UHODWLYH�WR�UXUDO�+�DQG�3*,��DQG�VRPHZKDW�XQGHUVWDWH�SRYHUW\�RYHUDOO
�DW�WKH�QDWLRQDO�OLQH���5DYDOOLRQ�DQG�+XSSL�������
���)LUGDXV\��������IRU�WKH�ZKROH���������SHULRG��VKRZV�UXUDO�DQG�XUEDQ�+�IDOOLQJ�DW�VLPLODU
UDWHV� �UHVSHFWLYHO\� IURP� ������ WR� ������ DQG� IURP� ������ WR� �������� EXW� XVHV� WKH� IODZHG
RIILFLDO�SULFH�VHULHV�



��

DQG�UXUDO�3*,�E\�RQO\���SHU�FHQW� ���SHU�FHQW�� �7DEOH� ,,,����� ,Q�3DNLVWDQ�GXULQJ
����������������WKH�UDWH�RI�UHGXFWLRQ�RI�+�ZDV��DW�EHVW��QR�IDVWHU�LQ�XUEDQ�WKDQ
LQ� UXUDO� DUHDV��� �/LSWRQ� DQG� GH� +DDQ� ������� 3RYHUW\� LQGLFDWRUV� FRQYHUJHG
EHWZHHQ� XUEDQ� DQG� UXUDO� VHFWRUV� LQ� 6UL� /DQND� ��������������� EXW� GLYHUJHG� LQ
0DOD\VLD� ����������� WKH�3KLOLSSLQHV� ��������� DQG� ���������7KDLODQG��� ������
����DQG��LQ�VKDUS�HFRQRPLF�FRQWUDFWLRQ��-RUGDQ�������������

)RU� $VLD� RYHUDOO�� WKHVH� GDWD²PRVWO\� IRU� �������²VKRZ�� LI� DQ\WKLQJ�� VRPH
UXUDO�XUEDQ� SRYHUW\� GLYHUJHQFH�� 7KLV� FRUUHVSRQGV� WR�PHDQ� LQFRPH� GLYHUJHQFH�
H[SORUHG�LQ�VHFWLRQ���

����� $IULFD

7KH� UHJLRQ
V� XQLTXHO\� KLJK� XUEDQ�UXUDO� JDSV� LQ� ZHOIDUH� LQGLFDWRUV�� LQFOXGLQJ
SRYHUW\�� DURXQG� �������²GXH� ODUJHO\� WR� VWUXFWXUHV� RI� RXWOD\V�� SULFHV� DQG
LQVWLWXWLRQV�DVVRFLDWHG�ZLWK�XUEDQ�ELDV²SUREDEO\�GHFOLQHG� LQ������������6RPH
RI�WKH�LQHIILFLHQFLHV�EHFDPH�XQDIIRUGDEOH�DV�VRPH�RI�WKH�XQGHUSLQQLQJV�RI�XUEDQ
ELDV�ZHUH�FXW�DZD\�E\�
DGMXVWPHQWV
��RU�UDWKHU�FXWV��HQIRUFHG�QRW�E\�LQWHUQDWLRQDO
LQVWLWXWLRQV�EXW�E\�ILVFDO�DQG�IRUHLJQ�H[FKDQJH�FULVLV�DQG�HFRQRPLF�GHFOLQH��&XWV
LQ�SXEOLF�VHFWRU�MREV��DQG�ULVHV�LQ�IRRG�SULFHV�GXH�WR�GHYDOXDWLRQ��LPSLQJHG�PRUH
RQ� XUEDQ� WKDQ� RQ� UXUDO� DUHDV�� 5HGXFHG� SXEOLF� VSHQGLQJ�� LQFUHDVHG� KHDOWK� RU
VFKRRO�FKDUJHV��HWF���DIIHFWHG�WKH�UXUDO�DUHDV�OHVV�EHFDXVH�WKH\�KDG�HQMR\HG�PXFK
VPDOOHU�SHU�SHUVRQ�IORZV�RI�VXFK�UHVRXUFHV�LQ�WKH�ILUVW�SODFH�

7KXV�LQ�1LJHULD�LQ���������XUEDQ�LQFLGHQFH�PRUH�WKDQ�GRXEOHG��WR������SHU�FHQW�
ZKLOH�UXUDO�LQFLGHQFH�IHOO�VOLJKWO\��WR������SHU�FHQW���7KH�QXPEHU�RI�H[WUHPH�SRRU

������������������������������������������
���4XUHVKL�HW�DO���������VD\�WKDW�DIWHU���������WKH�SURSRUWLRQ�RI�WKH�SRRU�OLYLQJ�LQ�UXUDO�DUHDV
URVH�VOLJKWO\�
���7KH�GDWD�IRU�6UL�/DQND��KRZHYHU��H[FOXGH�WKH�HDVWHUQ�DQG�VRPH�QRUWKHUQ�DUHDV�DIIHFWHG�E\
FLYLO�ZDU�
��� ,QFLGHQFH� IHOO� IURP������ WR������ LQ�PXQLFLSDO� DUHDV� IURP������ WR������� LQ� �VHPLXUEDQ�

VDQLWDU\�GLVWULFWV
� IURP������� WR�������� DQG� LQ�YLOODJHV� IURP������� WR��������3RYHUW\� JDS
LQGLFHV�IHOO��UHVSHFWLYHO\��IURP������WR�������IURP������WR�������IURP������WR�������3$�����
��� 7KDW� LV� QRW� EHFDXVH� XUEDQ� SRZHU� ZHDNHQHG�� RU� UXUDO� SUHVVXUHV� EHFDPH� OHVV� ZHDN� DQG
GLIIXVH��*LYHQ�XQDOWHUHG�SRZHU�EDODQFHV��LW�LV�OLNHO\�WKDW�WKH�XUEDQ�6WDWH²FRPSHOOHG�WR�FRUUHFW
SULFH� ELDV� DJDLQVW� UXUDO� SHRSOH� �DQG� HVSHFLDOO\� GHILFLW� IDUPHUV�ZKR� GHOLYHUHG� QRWKLQJ� WR� WKH
FLWLHV���DQG�WKXV�WR�FXW�WKH�UDWLR�RI�XUEDQ�WR�UXUDO�SRYHUW\²ZLOO�JUDGXDOO\�RIIVHW�VXFK�HIIHFWV�E\
LQFUHDVLQJ�SXEOLF�H[SHQGLWXUH�ELDV�WRZDUGV�WKH�WRZQV�



��



��
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LQ�XUEDQ�DUHDV� VRDUHG²IURP�����PLOOLRQ� WR�����PLOOLRQ²DQG�DOVR� URVH� LQ� UXUDO
DUHDV��IURP�����WR�����PLOOLRQ��GH�+DDQ�HW�DO��������3$��1R�������

7KH�=DPELD�VWRU\� LV� WHOOLQJ���������ZDV�D�SHULRG�RI�QHJDWLYH�JURZWK��<HW�UXUDO
SRYHUW\�IHOO��SDUWO\�EHFDXVH�WKH�EUXQW�RI�DGMXVWPHQW�KDG�WR�OLH�LQ�WKH�XUEDQ�VHFWRU
ZKLFK�KDG�EHQHILWHG�IURP�PRVW�VXEVLGL]DWLRQ�DQG�
DUWLILFLDO
�SXEOLF�HPSOR\PHQW�
DQG�SDUWO\�EHFDXVH�RI�VXEVWDQWLDO�ULVHV�LQ�LQWUDUXUDO�HTXDOLW\�DV�LQSXW�DQG�PLOOLQJ
VXEVLGLHV� �EHQHILWLQJ�PDLQO\�VXUSOXV� IDUPHUV��ZHUH�SKDVHG�RXW� �0F&XOORFK�DQG
%DXOFK�������EDVHG�RQ�SHU�DGXOW�HTXLYDOHQW�LQGLFDWRUV��=DPELD�3$���7KH�SKDVLQJ
LQ�*KDQD�ZDV�GLIIHUHQW��WKH�XUEDQ�UXUDO�UDWLR�RI�PHDQ�LQFRPH�LQ�������DW������ZDV
PXFK� ORZHU� WKDQ� WKH�$IULFDQ�QRUP��FI��.HQ\D
V�������DQG� LPSORGHG� WR�XQLW\�RU
OHVV� LQ� �������� DV� XUEDQ� LQFRPH� FRQWUDFWHG� LQ� 
RQH� RI� WKH� PRVW� VSHFWDFXODU
GHFOLQHV� LQ� HFRQRPLF� IRUWXQH� WKDW� DQ\� FRXQWU\� KDV� NQRZQ
�� <HW� E\� ����� UXUDO
KHDGFRXQW�SRYHUW\�ZDV�ZHOO�DERYH�XUEDQ��UHVSHFWLYHO\����DQG����SHU�FHQW���,Q�WKH
UHFRYHU\�RI���������WKH�XUEDQ�UXUDO�PHDQ�LQFRPH�UDWLR�URVH�DJDLQ��&DQDJDUDMDK
HW�DO���������+HQFH�WKH�ELJ�IDOO�LQ�WKH�UDWLR�RI�UXUDO�WR�XUEDQ�SRYHUW\��7DEOH�,,,����
UHIOHFWV�WKH�ELJ�ULVH�LQ�LQHTXDOLW\�ZLWKLQ�WKH�FLWLHV��HVSHFLDOO\�$FFUD��DQG�SHUKDSV
D� IDOO� LQ� LQWUDUXUDO� LQHTXDOLW\�� LQ� WKH� UHFRYHU\� \HDUV�� .HQ\D
V� SKDVLQJ� LV
LQWHUPHGLDWH��ZLWK��������QHLWKHU�DV�XQIDYRXUDEOH�DV�LQ�=DPELD�QRU�DV�UHFRYHU\�
RULHQWHG�DV�LQ�*KDQD��EXW�WKHUH�LV�VWLOO�D�PLOG��SHUKDSV�QRW�VWDWLVWLFDOO\�VLJQLILFDQW
�.DNZDQL��������IDOO�LQ�WKH�UDWLR�RI�UXUDO�WR�XUEDQ�SRYHUW\�KHDGFRXQWV�

&{WH� G
,YRLUH� ������� VDZ� HFRQRPLF� DGMXVWPHQW�� IROORZHG� E\� 
DEDQGRQPHQW� RI
WKH�HIIRUW����D�SHULRG�RI�GHVWDELOL]DWLRQ
��*URRWDHUW�������[LLL���:KLOH�ERWK�XUEDQ
DQG�UXUDO�SRYHUW\�LQFUHDVHG��WKH�UXUDO�XUEDQ�SRYHUW\�JDS�QDUURZHG��DV�GLG�UXUDO�
XUEDQ�LQHTXDOLW\��7DEOH�,,�����7KLV�PLUURUV�*KDQD
V�H[SHULHQFH��GHFOLQLQJ�UHODWLYH
UXUDO� SRYHUW\� VLJQDOOHG� RYHUDOO� HFRQRPLF� FRQWUDFWLRQ� WKDW� KLW� WKH� WRZQV� KDUGHU�
+RZHYHU��LQ�ERWK�FDVHV�WKH�FDSLWDO�FLW\�pOLWHV�SUREDEO\�DYRLGHG�WKH�HIIHFWV�RI�WKH
FORVLQJ� RYHUDOO� UXUDO�XUEDQ� JDSV�� LQ� &{WH� G
,YRLUH�� EHFDXVH� PHDQ� LQFRPH� LQ
$ELGMDQ� �LQ� VKDUS� FRQWUDVW� WR� RWKHU� WRZQV�� IHOO� QR�PRUH� WKDQ� LQ� UXUDO� DUHDV�� LQ
*KDQD�� EHFDXVH� LQ� $FFUD�²GHVSLWH� PXFK� IDVWHU� IDOOV� LQ� PHDQ� LQFRPH� WKDQ� LQ
UXUDO� DUHDV²WKH� ELJ� ULVH� LQ� LQHTXDOLW\� SUREDEO\� PHDQW� WKDW� WKH� SRRU� ERUH� WKH
EUXQW�



��

����� /DWLQ�$PHULFD

$�UHYLHZ����&RVWD�5LFD�3$��$QQH[HV������7DEOH����HVWLPDWHV�WUHQGV� LQ�SRYHUW\
LQFLGHQFH� LQ� ��������� 'LIIHUHQW� QDWLRQDO� OLQHV� DUH� XVHG�� VR� WKDW� DJJUHJDWLRQ� LV
SUREOHPDWLF��EXW�� IRU�ZKDW� LW� LV�ZRUWK�� LQFLGHQFH�DERYH�WKHVH� OLQHV� URVH�� IRU� WKH
WHQ�FRXQWULHV�WRJHWKHU��IURP������SHU�FHQW�WR������SHU�FHQW��L�H��WKH�ULVN�RI�SRYHUW\
URVH�E\����SHU�FHQW��LQ�XUEDQ�DUHDV��DQG�RQO\�IURP������SHU�FHQW�WR������SHU�FHQW
�E\� ��� SHU� FHQW�� LQ� UXUDO� DUHDV�� VR� WKH� RGGV� UDWLR� FRQYHUJHG� WRZDUGV� XQLW\�
+RZHYHU��ZH�KDYH�QR� HYLGHQFH�RI� WKH� TXDOLW\� RU� FRPSDUDELOLW\� RI�PRVW� RI� WKH
VXUYH\V��:H� IRXQG� RQO\� ILYH� FRXQWULHV�ZLWK� FOHDUO\� FRPSDUDEOH� VXUYH\V� LQ� WKH
:RUOG� %DQN� VFUHHQHG� GDWDEDVH�� 2I� WKHVH�� DOO� EXW� +RQGXUDV� VKRZ� WKH� UDWLR� RI
XUEDQ�WR�UXUDO�SRYHUW\�LQFUHDVLQJ��7DEOH�,,,������

����� 7UDQVLWLRQDOV

2QO\�5RPDQLD�KDV�GDWD�LQ�WKH�IUDPHZRUN�RI�7DEOH�,,,����EXW�WKUHH�SRLQWV�UHODWH�WR
XUEDQ�UXUDO�SRYHUW\�WUHQGV�

�� 3$V� IURP� WZR� $VLDQ� WUDQVLWLRQDOV� �/DRV�� 0RQJROLD�� VKRZ� UXUDO� SRYHUW\
VOLJKWO\�EHORZ�XUEDQ��YHU\�HTXDO�UXUDO�GLVWULEXWLRQ��ZLWKRXW�WKH�KXJH�UHJLRQDO
LQHTXDOLWLHV� FKDUDFWHUL]LQJ� &KLQD�� RXWZHLJKHG� WKH� HIIHFWV� RI� H[WUDFWLYH
SROLFLHV�� �+RZHYHU� LQ� ����� WKH� UXUDO� KHDGFRXQW� EHORZ� WKH� QDWLRQDO� SRYHUW\
OLQH�LQ�9LHWQDP�ZDV������SHU�FHQW��DV�DJDLQVW������SHU�FHQW�LQ�WKH�XUEDQ�DUHDV�
�:',������������

������������������������������������������
���&RVWD�5LFD�3$��$QQH[HV������7DEOH����7KH�KHDGFRXQW�WUHQGV���������DUH��$UJHQWLQD��PHWUR
����������� UXUDO� ������������ �������� %ROLYLD�� XUEDQ� ������������� UXUDO� ������������
%UD]LO�� XUEDQ� ������������� UXUDO� ������������� &KLOH�� XUEDQ� ������������ UXUDO� ������
������� &RORPELD�� XUEDQ� ������������ UXUDO� ������������� &RVWD� 5LFD�� XUEDQ� ����������
UXUDO� ������������ (O� 6DOYDGRU�� XUEDQ� ������������� UXUDO� �������������*XDWHPDOD�� XUEDQ
������������� UXUDO� ������������� +RQGXUDV�� XUEDQ� ������������� UXUDO� ������������
0H[LFR��XUEDQ�������������UXUDO�������������
��� +RZHYHU�� ILUVW�� WKH� GDWD� IRU� RQH� RI� WKH� FRXQWULHV� �%ROLYLD�� VKRZ� LQLWLDO� UXUDO� SRYHUW\
LQFLGHQFH�EHORZ�XUEDQ��SUREDEO\�EHFDXVH�RI�DQ�LQDSSURSULDWHO\�KLJK�XUEDQ�UXUDO�FRVW�RI�OLYLQJ
GLIIHUHQWLDO��DQG�ULVLQJ�DW�DOPRVW�H[DFWO\� WKH�VDPH�PRGHVW�UDWH��6HFRQG�� LI�SRYHUW\� WUHQG�GDWD
IRU� &KLOH� ZHUH� DYDLODEOH�� WKH\� ZRXOG� SUREDEO\� VKRZ� FRQYHUJHQFH� EHWZHHQ� WKH� WZR� JRRG
VXUYH\V� RI� ����� DQG� ������ VLQFH� UXUDO� DQG� XUEDQ� PHDQ� LQFRPH� FRQYHUJHG� DQG� ORZ�HQG
LQHTXDOLW\�LQ�ERWK�VHFWRUV�IHOO�DW�URXJKO\�VLPLODU�UDWHV��)HUUHLUD�DQG�/LFKILHOG�������



��

�� 2I� WHQ� 
(XURSHDQ
� WUDQVLWLRQDOV� UHYLHZHG� E\� 0LODQRYLF� �������� PHDQ� UXUDO
LQFRPH��RU�H[SHQGLWXUH�� IHOO�GXULQJ�WKH� WUDQVLWLRQ�� UHODWLYH� WR�XUEDQ�� LQ�HLJKW
DQG� VWD\HG� XQFKDQJHG� LQ� WZR�� ,Q� 3RODQG�� IDUPHUV²WUDGLWLRQDOO\� WKH� JURXS
ZLWK� WKH� KLJKHVW� SRYHUW\� LQFLGHQFH²VDZ� LW� ULVH� IURP� DERXW� ��� SHU� FHQW� LQ
���������WR�DERXW����SHU�FHQW� LQ�������������PXFK� IDVWHU� WKDQ�RWKHU�JURXSV
�0LODQRYLF������������<HW��JLYHQ�WKH�ZLGHO\�REVHUYHG�DQG�VXEVWDQWLDO�ULVH�LQ
XUEDQ� LQHTXDOLW\�� XUEDQ� SRYHUW\� PD\� KDYH� RXWSDFHG� UXUDO� LQ� WKH� IHZ
WUDQVLWLRQDOV��5RPDQLD��$OEDQLD��$UPHQLD��WKDW�XQGHUWRRN�UDGLFDOO\�HJDOLWDULDQ
SULYDWH�GLVWULEXWLRQ�RI� IRUPHUO\� FROOHFWLYH� DQG�RU� VWDWH� ODQGV�� ,Q�5RPDQLD� LQ
�������� UXUDO� SRYHUW\� LQFLGHQFH� WULSOHG� �WR� RYHU� ��� SHU� FHQW�� EXW� XUEDQ
LQFLGHQFH� VKRW� XS� IDVWHU�� IURP� �� SHU� FHQW� WR� ��� SHU� FHQW�� (YHQ� LQ� VRPH
WUDQVLWLRQDOV� ZLWK� ODUJHO\� XQUHIRUPHG� FROOHFWLYH� RU� VWDWH� IDUPV� �QRWDEO\� WKH
8NUDLQH�� WLQ\� 
IDPLO\� SORWV
� KDYH� SURYLGHG� PRUH� VXSSRUW� IRU� ORZ�LQFRPH
JURXSV�LQ�UXUDO�WKDQ�LQ�XUEDQ�DUHDV�

�� +RZHYHU�� JLYHQ� WKH� VPDOO� VFDOH� RI� DJULFXOWXUDO� UHIRUP� RU� GHYHORSPHQW� LQ
5XVVLD� DQG� PRVW� RWKHU� WUDQVLWLRQDO� HFRQRPLHV� DQG� WKH� GLYHUJHQFH� RI� XUEDQ
IURP�UXUDO�PHDQ�LQFRPHV��PRVW�UXUDO�DQG�XUEDQ�3*,V��DQG�KHDGFRXQWV��KDYH
SUREDEO\�GLYHUJHG��WKRXJK�PRUH�UHVHDUFK�LV�QHHGHG�

7KHUH� LV� QR� HYLGHQFH� IRU� D� JOREDO� GHFOLQH� LQ� WKH� 
RGGV� UDWLR
� RI� UXUDO� WR� XUEDQ
SRYHUW\�� HLWKHU� VLQFH� DGMXVWPHQW� RU� LQ� WKH� ORQJHU� WHUP�� ,Q� VHYHUDO� $IULFDQ
FRXQWULHV�WKH�UDWLRV�KDYH�LQGHHG�GHFOLQHG��YHU\�KLJK�SDVW�UDWLRV�KDG�EHHQ�GXH�WR
UXUDO� SULFH� UHSUHVVLRQ� DQG� XUEDQ� MRE� SURWHFWLRQ� WKDW� SURYHG� LQFUHDVLQJO\
XQDIIRUGDEOH�� ,Q�6RXWK�DQG�(DVW�$VLD� WKHUH� LV�� LI� DQ\WKLQJ��GLYHUJHQFH�RI�XUEDQ
DQG� UXUDO� SRYHUW\� ULVN²LQ� &KLQD� D� PDMRU� FRQWULEXWRU� WR� ULVLQJ� RYHUDOO
LQHTXDOLW\²DQG� LQ� ,QGLD� UXUDO�XUEDQ� SRYHUW\� ULVN� FRQYHUJHQFH� LQ� ��������ZDV
DSSDUHQWO\�UHYHUVHG�GXULQJ�WKH�DGMXVWPHQW�SHULRG��WKRXJK�ZH�PDNH�QR�FODLP�RI
FDXVH� DQG� HIIHFW��� ,Q� WKH� WUDQVLWLRQDOV� WKH� YHU\� OLPLWHG� HYLGHQFH� DOVR� VXJJHVWV
ULVLQJ� UXUDO�XUEDQ�SRYHUW\� UDWLRV��)RU�/DWLQ�$PHULFD� WKH�HYLGHQFH� LV�PL[HG�DQG
LQFRQFOXVLYH��*OREDOO\�� FKDQJLQJ� 
RGGV� UDWLRV
� DSSHDU� DV�PXFK��RU�PRUH�� GXH� WR
ZLWKLQ�VHFWRU� UHGLVWULEXWLRQ�EHWZHHQ�SRRU�DQG�QRQ�SRRU�� DV� WR�GLIIHUHQW� UDWHV�RI
XUEDQ�DQG�UXUDO�PHDQ�LQFRPH�JURZWK�

+RZ�GRHV�WKH�UHODWLYH�UXUDO�SRYHUW\�VWRU\�UHODWH�WR�WKH�PHVVDJH�RI�6HFWLRQ��"�,Q
$VLD� DQG� WKH� 7UDQVLWLRQDOV�� YHU\� FORVHO\�� H[FHSW� LQ� ,QGRQHVLD�� ZH� VHH� QR
FRQYHUJHQFH� EHWZHHQ� UXUDO� DQG� XUEDQ� SRYHUW\� RU�PHDQ� LQFRPH��(OVHZKHUH� WKH
VWRULHV�GLIIHU�VOLJKWO\��/DWLQ�$PHULFD�VKRZV�VRPH�FRQYHUJHQFH�LQ�PHDQ�LQFRPH�
EXW�QR�JHQHUDO� UHGXFWLRQ� LQ� UHODWLYH� UXUDO� SRYHUW\�� SHUKDSV�EHFDXVH� ULVLQJ� UXUDO



��

SRYHUW\�KDV�SXOOHG�WKH�RWKHU�ZD\��5HODWLYH�UXUDO�SRYHUW\�IDOOV� LQ�$IULFD��EXW�WKH
RYHUDOO� GLVWULEXWLRQ� GDWD� LQ� 6HFWLRQ� �� DUH� QRW� JRRG� HQRXJK� WR� DOORZ� WKLV� WR� EH
OLQNHG�WR�D�WUHQG�LQ�DQ\�RQH�FRPSRQHQW�RI�LQHTXDOLW\�

,9 75(1'6�,1�585$/�85%$1�+($/7+�,1(48$/,7<

2QFH�XUEDQ�PRUWDOLW\�DQG�PRUELGLW\� UDWHV�KDYH�FRPH�GRZQ�� WKH�FRVW�RI� IXUWKHU
UHGXFWLRQV�EHFRPHV�YHU\� ODUJH�� FRPSDUHG� WR� WKH�FRVW�RI� VWDUWLQJ� WR�EULQJ�GRZQ
UXUDO� UDWHV�� +HQFH� LW� LV� VXUSULVLQJ� WR� ILQG� SHUVLVWHQW� GLYHUJHQFH� LQ� PDQ\� NH\
LQGLFDWRUV�LQ�$VLD��/LSWRQ�DQG�2VPDQL�������

7KH�VWDQGDUG�81�GDWD�VRXUFHV�UHVW�RQ�RIILFLDO�UHSRUWV��RIWHQ�IURP�FRXQWULHV�ZLWK
OLWWOH� RU� QR�PDFKLQHU\� IRU� UHJLVWUDWLRQ� RI� ELUWKV� DQG� GHDWKV�� HVSHFLDOO\� LQ� UXUDO
DUHDV��(YHQ�ZKHUH�WKH�PDWHULDOV�DUH�EDVHG�RQ�VXFFHVVLYH�FHQVXV�DJH�GLVWULEXWLRQV�
WKH�PHWKRG�RI�HVWLPDWLQJ�DJH�VSHFLILF�ELUWK�DQG�GHDWK�UDWHV�IURP�WKHVH²DQG�WKH
DVVXPSWLRQV�DERXW�PLJUDWLRQ²FDQ�JUHDWO\�DIIHFW�WKH�RXWFRPH��7KH�PRVW�FDUHIXO
ZRUN� RQ� UXUDO� DQG� XUEDQ� PRUWDOLW\�� DQG� LQ� VRPH� FDVHV� PRUELGLW\�� LV� IURP� WKH
'HPRJUDSKLF�DQG�+HDOWK�6XUYH\V��'+6���IURP�LQWHQVLYH�QDWLRQDO�VDPSOHV�VXFK
DV�,QGLD
V�6DPSOH�5HJLVWUDWLRQ�6XUYH\��656���DQG�IURP�VSHFLILF�FDVH�VWXG\�ZRUN�

��� &KLOG�VXUYLYDO

%DVHG�RQ�WKH�'+6�ZRUN��IRU����GHYHORSLQJ�FRXQWULHV��WKH�VXUYLYDO�DGYDQWDJH�IRU
XUEDQ�YV��UXUDO�XQGHU�ILYHV�URVH�IURP�DQ�DYHUDJH�RI�����LQ�WKH�PLG�����V�WR�����LQ
WKH�PLG�����V� �6DVWU\����������$V� IRU� LQIDQW�PRUWDOLW\��656�GDWD� VKRZ� WKDW� LQ
,QGLD��IURP��������WR��������� WKH�UXUDO�,05�IHOO�E\������SHU�FHQW��WR������DQG
WKH�XUEDQ�,05�E\������SHU�FHQW��WR������5DMDQ�������������EXW�E\������WKH�UDWHV
ZHUH����DQG����UHVSHFWLYHO\��VR�WKDW�LQ�WKH�����V�UXUDO�,05�GHFOLQH�DFFHOHUDWHG
�*R\DO������������� ,Q�&KLQD�� 
RIILFLDO
�XUEDQ�DQG� UXUDO� LQIDQW�PRUWDOLW\� UDWHV� LQ
��������IHOO��UHVSHFWLYHO\��IURP������WR������DQG�IURP������WR�������L�H��DW�VLPLODU
UDWHV� �RXWVLGH� HVWLPDWHV� DUH� KLJKHU�� EXW� DUH� QRW� GLVDJJUHJDWHG� LQWR� XUEDQ� DQG
UXUDO���%KDOOD�������������,Q�0DODZL�UXUDO�FKLOG�PRUWDOLW\�GHFOLQHG�IURP�����WR
����LQ����������ZKLOH�XUEDQ�UDWH�IHOO�IDVWHU��IURP�����WR������3DODPXOHQL������
�����,Q�&DPHURRQ�LQ���������WKH�UHPRWH�UXUDO�DUHDV�DQG�WKH�FDSLWDO�FLW\�VKRZHG

������������������������������������������
���6DVWU\�DGGV�%UD]LO�IURP�WKH������'+6��WKH�UDWLR�RI�XUEDQ�WR�UXUDO�FKLOG�PRUWDOLW\�IHOO�IURP
���������������WR����������������DQG���������������
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WKH�VORZHVW�,05�IDOOV�LQ����������'HIR�������������,Q�WKH�&RQJR�LQ����������D
PDLQ� SUHGLFWRU� RI� FKLOG�PRUWDOLW\� ULVN�� ORZ� ELUWKZHLJKW�� LQFUHDVHG� IURP� ��� SHU
FHQW� WR����SHU�FHQW� LQ� UXUDO�DUHDV��EXW�PRUH�VORZO\�� IURP����SHU�FHQW� WR����SHU
FHQW��LQ�XUEDQ�DUHDV��3$��������7KXV��DOO�LQ�DOO��WRR�IHZ�GDWD�DUH�DYDLODEOH�WR�VD\
PXFK�DERXW�WKH�XUEDQ�UXUDO�EDODQFH�LQ�WKH�����V��EXW�XQWLO�WKH�ODWH�����V²ZKLOH
ERWK� XUEDQ� DQG� UXUDO� FKLOG� PRUWDOLW\� ZDV� LQ� GHFOLQH²WKH� RGGV� UDWLR� EHWZHHQ
XUEDQ� DQG� UXUDO� FKLOGUHQ� DSSHDUV� WR� KDYH� EHHQ�� LQ� PRVW� GHYHORSLQJ� FRXQWULHV�
ODUJH�DQG�HLWKHU�VWDEOH�RU�ZLGHQLQJ�

��� 5XUDO�DQG�XUEDQ�OLIH�H[SHFWDQF\

7UHQGV�DUH�DYDLODEOH�IRU�IHZ�GHYHORSLQJ�RU�WUDQVLWLRQDO�FRXQWULHV��,Q�0DODZL�UXUDO
OLIH� H[SHFWDQF\� DW� ELUWK� URVH� IURP� ����� LQ� ����� WR� ����� LQ� ������ XUEDQ� OLIH
H[SHFWDQF\� URVH� IDVWHU�� IURP� ����� WR� ����� �3DODPXOHQL� ������ ����� )RU� ,QGLD�
*R\DO�������������UHSRUWV�
LPSURYHPHQW�LQ�OLIH�H[SHFWDQFLHV�VXEVWDQWLDOO\�ODUJHU
LQ� UXUDO� DUHDV� DW� DOO� SULPH� OLIH� VWDJHV
� LQ� ������������� EXW� IRU� �������������
1DYHHQDWKDQ�������������DOVR�XVLQJ�656�GDWD��VKRZV�WKDW�OLIH�H[SHFWDQF\�DW�ELUWK
URVH�PRUH�LQ�XUEDQ�WKDQ�LQ�UXUDO�DUHDV�ERWK�IRU�PHQ��UHVSHFWLYHO\�����SHU�FHQW�DQG
���� SHU� FHQW�� DQG� IRU� ZRPHQ� ����� SHU� FHQW� DQG� ���� SHU� FHQW��� ,Q� RWKHU� ZRUGV�
UHODWLYH� UXUDO� OLIH� H[SHFWDQF\� VHHPHG� WR� LQFUHDVH�� EXW� WKLV�ZDV�PRUH� WKDQ� IXOO\
H[SODLQHG�E\�GLIIHUHQW� FKDQJHV� LQ� UXUDO� DQG� XUEDQ�PDOH�IHPDOH� UDWLRV� �WRJHWKHU
ZLWK� GLIIHUHQW� OLIH� H[SHFWDQFLHV� E\� JHQGHU��� IRU� HDFK� JHQGHU� VHSDUDWHO\�� XUEDQ
LPSURYHPHQW�ZDV�IDVWHU�WKDQ�UXUDO�

��� 7KH�VWUXFWXUH�RI�GHDWKV�E\�DJH

7KLV�FRQILUPV�D�ZLGHQLQJ�JDS�LQ�OLIH�FKDQFHV�EHWZHHQ�XUEDQ�DQG�UXUDO�����\HDU
ROGV��)RU�H[DPSOH��LQ�XUEDQ�(J\SW��EHWZHHQ������DQG�������WKH�SURSRUWLRQ�RI�DOO
GHDWKV�RFFXUULQJ�DW�WKHVH�DJHV�IHOO�IURP����SHU�FHQW�WR����SHU�FHQW��ZKLOH�LQ�UXUDO
DUHDV� WKH� SURSRUWLRQ� IHOO� IURP����SHU� FHQW� WR� ���SHU� FHQW�� 7KLV� ODUJH� HPHUJLQJ
XUEDQ�UXUDO�JDS�LV�H[SODLQHG�RQO\�WR�D�VPDOO�H[WHQW�E\�FKDQJLQJ�XUEDQ�YLV�j�YLV
UXUDO� DJH�VWUXFWXUHV� �DQG�QRW�DW� DOO�E\� FKDQJLQJ�JHQGHU�VWUXFWXUHV��� DQG�(J\SW
V
H[SHULHQFH� LV� QRW� DW\SLFDO���� ,W� SDUWO\� UHIOHFWV� UHFODVVLILFDWLRQ� RI� ODUJHU�� IDVWHU�

������������������������������������������
���81�'HPRJUDSKLF�<HDUERRNV�����������������������6SHFLDO� ,VVXH�����������������������
��������������������������������������'HDWK�HVWLPDWHV� LQ�GHYHORSLQJ�FRXQWULHV�DUH�HLWKHU� �D�
GHSHQGHQW� RQ� DVVXPSWLRQV�PDGH� LQ� LQWHUFHQVDO� LQWHUSRODWLRQV� IURP� FHQVXV� DJH�VWUXFWXUHV�� RU
�E��HVSHFLDOO\�LQ�UXUDO�DUHDV��VXEVWDQWLDOO\�XQGHUUHFRUGHG��H[FHSW�ZLWK�FRPSUHKHQVLYH�VDPSOHV
VXFK�DV�,QGLD
V�656�²GHFUHDVLQJO\�VR�RYHU�WLPH��DV�D�ULVLQJ�SURSRUWLRQ�RI�WKH�FULWLFDOO\�LOO�JHWV
PHGLFDO�FDUH��+RZHYHU�� WKHUH� LV�QR�UHDVRQ� WR�H[SHFW�DQ\�RI� WKLV� WR�DFFRXQW� IRU� WKH�GLYHUJHQW
UXUDO�XUEDQ�WUHQGV�
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JURZLQJ� YLOODJHV� �ZLWK� EHWWHU� KHDOWK� SURYLVLRQ�� DV� WRZQV²EXW� PDLQO\� VORZHU
LPSURYHPHQW�LQ�KHDOWK�SURYLVLRQ�RU�DFFHVV�LQ�UHPDLQLQJ�UXUDO�DUHDV�FRPSDUHG�WR
WKH�WRZQV�

��� +HDOWK�SURYLVLRQ

7KHUH�DUH�IHZ�GDWD�FRPSDULQJ�UXUDO�DQG�XUEDQ�WUHQGV�LQ�KHDOWK�SURYLVLRQ��%KDOOD
������� ����� FRPSDUHV� &KLQD� DQG� ,QGLD� LQ� ��������� 3HU� WKRXVDQG� LQKDELWDQWV�
GRFWRU� SURYLVLRQ� IHOO� LQ� UXUDO�&KLQD� �IURP������ WR� ������ZKLOH� LW� URVH� LQ� XUEDQ
DUHDV� �IURP����� WR� ������� SURYLVLRQ�RI� QXUVHV�� KRZHYHU�� H[SDQGHG�PXFK� IDVWHU�
HVSHFLDOO\�LQ�UXUDO�DUHDV��IURP������SHU������WR��������ILQLVKLQJ�DERYH�WKH�XUEDQ
SURYLVLRQ� UDWH� �H[SDQVLRQ� IURP� ����� WR� ����� SHU� ������� ,Q� ,QGLD� LQ� WKH� VDPH
SHULRG�� WKH� H[SDQGHG� SURYLVLRQ� RI� UXUDO� GRFWRUV� �IURP� ����� WR� ����� SHU� �����
VOLJKWO\�RXWSDFHG�XUEDQ� ������������DQG� WKLV�ZDV�HYHQ�FOHDUHU� IRU�QXUVHV� ������
�����SHU������YLOODJHUV������������SHU������WRZQVSHRSOH���$V�LQ�&KLQD��WKH�HIIHFW
KDV� EHHQ� WR� SULRULWL]H� QXUVH� SURYLVLRQ� LQ� UXUDO� DUHDV� DQG� GRFWRU� SURYLVLRQ� LQ
WRZQV��(YHQ�LI�WKLV�UHIOHFWV�FRVW�FRQVLGHUDWLRQV��LW�KDV�QRW�HQDEOHG�WKH�YLOODJHV�WR
FDWFK�XS�ZLWK�ULVLQJ�KHDOWK�VWDQGDUGV�LQ�WKH�FLWLHV��WKRXJK�&KLQD
V�RYHUDOO�UHFRUG
LQ�UHGXFLQJ�LQIDQW�PRUWDOLW\�LV�RXWVWDQGLQJ��WKH�XUEDQ�UXUDO�UDWLR�KDV�QRW�IDOOHQ�

9 75(1'6�,1�585$/�85%$1�('8&$7,21$/�,1(48$/,7<

:LWK�IHZ�H[FHSWLRQV�7DEOHV�9�����VKRZ�FOHDU� ULVHV� LQ� UXUDO�XUEDQ� LQHTXDOLW\���
7KH�
RGGV�UDWLR
�RI�UXUDO�WR�XUEDQ�LOOLWHUDF\�
VKRXOG
�EH�FORVH�WR�XQLW\��LI�ERWK�WKH
FRVWV�RI�REWDLQLQJ� OLWHUDF\�DQG� WKH�EHQHILWV� IURP� LW� DUH�GLVWULEXWHG�PRUH�RU� OHVV
LQGHSHQGHQWO\�RI�XUEDQ�RU�UXUDO�UHVLGHQFH��,Q�IDFW��DW�WKH�VWDUW�RI�WKH�REVHUYDWLRQV
LQ� WDEOH�9��� �W\SLFDOO\� LQ� WKH�HDUO\�����V��� WKH� UDWLR�ZDV�DURXQG������� LQ�1RUWK
$IULFD�DQG�$VLD��H[FHSW�WKH�3KLOLSSLQHV���EXW�DW�������LQ�/DWLQ�$PHULFD��DQG�WKH
3KLOLSSLQHV��

������������������������������������������
���$OO�GHYHORSLQJ�FRXQWULHV�ZLWK�WUHQG�UXUDO�DQG�XUEDQ�LOOLWHUDF\�GDWD�LQ�WKH�VWDQGDUG�81(6&2
VRXUFH� �LQFOXGLQJ� QR� VXE�6DKDUDQ� $IULFDQ� FRXQWULHV�� DUH� VKRZQ�� 7KH� IHZ� WUDQVLWLRQDOV� ZLWK
GDWD��<XJRVODYLD�)5<��IRUPHU�8665��%\HORUXVVLD��8NUDLQH��UHSRUW�XQLIRUPO\�QHJOLJLEOH�UXUDO
DQG�XUEDQ�PDOH�DQG�IHPDOH�LOOLWHUDF\�
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TABLE V.1
RURAL AND URBAN ILLITERACY TRENDS: N. AFRICA + L. AMERICA

Percentage of over-15s illiterate  Notes on rowCountry
Total Male Female

U R U R U R

Algeria 1971 58.8 81.1 42.0 66.5 74.2 94.0
1987 42.9 71.2 29.5 55.8 56.2 87.2

Egypt 1976 39.7 70.6 28.5 55.5 51.8 86.9 % of over-10s
1986 40.1 68.7 30.0 54.3 50.8 83.5

Morocco 1971 61.3 88.5 45.6 78.1 75.8 98.7
1994 41.1 79.3 27.7 65.5 53.8 92.3

Sudan 1983 41.2 76.2 29.7 65.1 54.4 86.1
1993 32.7 59.0 22.3 41.1 44.0 71.8

Tunisia 1975 49.5 75.4 36.9 61.9 62.1 89.2
1989 31.9 60.0 21.9 44.9 42.4 75.1

Bolivia 1976 16.0 55.3 6.6 37.7 24.3 67.8
1992 8.9 36.1 3.7 23.0 13.5 49.4

Brazil 1976 14.4 40.6 12.0 39.4 16.6 41.9 % of over-10s
1991 10.7 31.1 .. .. .. .. % of over-10s

Costa Rica 1950 8.1 27.9 6.1 26.7 9.7 29.3
1973 4.9 17.0 4.0 16.6 5.7 17.5

El Salvador 1961 28.8 66.3 21.0 61.3 35.0 71.5 % of over-10s
1980 15.5 42.2 10.3 39.0 19.6 45.5

Guatemala 1973 28.2 68.6 20.0 59.9 35.5 77.6
1994 16.8 47.8 11.2 38.5 21.6 56.9

Uruguay 1975 5.2 11.0 5.1 12.6 58.2 8.6
1996 2.9 6.6 3.2 8.1 2.6 4.4

Source: UNESCO, Statistical Yearbooks 1965, 1970, 1980, 1990, 1994 and 1998.

2QH� ZRXOG� H[SHFW� GHYHORSPHQW�� LQIRUPDWLRQ�� LQFUHDVLQJ� IDFWRU� PRELOLW\�� DQG
GLPLQLVKLQJ�UHWXUQV�WR�EULQJ�D�IDOO�WRZDUGV�XQLW\��LQ�WKH�������\HDUV�FRYHUHG�E\
7DEOH�9������ LQ� WKH�XUEDQ�UXUDO� 
LOOLWHUDF\�RGGV� UDWLR
��<HW� LW� LQFUHDVHG� LQ� DOO� ��
FDVHV��PDOH��IHPDOH�DQG�WRWDO��IRU���FRXQWULHV�� LQ�$VLD��LQ����RI� WKH����FDVHV�LQ
/DWLQ�$PHULFD�� DQG� LQ� ��� RXW� RI� WKH� ��� FDVHV� LQ�$IULFD����2I� WKH� ��� FDVHV� RI
ULVLQJ�RGGV� UDWLRV� LQ�7DEOHV�9������ WHQ� VKRZHG� ULVHV�RI�RYHU� ���SHU� FHQW� DQG� D
IXUWKHU����RI�������SHU�FHQW��5LVHV�LQ�WKH�UDWLR�ZHUH�XVXDOO\�ODUJHU�IRU�IHPDOHV��LQ
VRPH� FDVHV� GUDPDWLFDOO\� VR�� 7KHUH� LV� QR� HYLGHQFH� IRU� DQ� LPSURYHPHQW� RU
ZRUVHQLQJ�LQ�WKH�WUHQGV�DIWHU�WKH�HDUO\�����V�

������������������������������������������
���7KH�H[FHSWLRQV�� VKRZLQJ� �YHU\� VOLJKW�� UXUDO�XUEDQ�FRQYHUJHQFH�� DUH�� DOO� LOOLWHUDF\� UDWHV� LQ
(J\SW��PDOH�DQG�WRWDO�UDWHV�LQ�6XGDQ��DQG�PDOH�UDWHV�LQ�&RVWD�5LFD�
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TABLE V.2
RURAL AND URBAN ILLITERACY TRENDS: ASIA

Percentage of over-15s illiterate  Country
Total Male Female

Notes on row

U R U R U R

China 1982 17.6 37.8 9.5 23.1 26.4 53.2
1990 12.0 26.2 6.1 15.7 18.4 37.1

India 1971 40.1 73.6 27.9 60.4 55.1 87.5
1991 26.7 55.3 18.9 42.1 35.9 69.4 % of over-7s

Iran 1976 44.0 83.0 32.7 72.3 56.5 93.4
1991 23.6 49.3 16.9 37.9 30.9 61.4

Nepal 1981 52.6 81.3 40.3 70.4 67.0 92.4
1995 35.8 64.2 22.7 49.9 49.5 77.6 % of over-6s

Pakistan 1961 63.3 84.2 52.6 74.7 78.9 94.6
1981 52.6 83.2 43.1 73.9 64.1 93.4

Philippine
s

1970 7.2 21.3 6.0 19.8 8.2 22.8 % of over-10s

1990 2.7 10.3 2.4 9.6 3.0 11.0
Sri Lanka 1971 14.1 25.0 9.4 15.5 19.7 34.9

1981 6.6 15.2 4.4 10.0 8.9 20.5
Thailand 1970 12.3 22.9 6.3 13.9 18.1 31.6

1990 3.3 7.5 1.9 5.0 4.5 9.9

Sources: as Table V.1.

9, 85%$1�585$/�,1(48$/,7,(6��'(02*5$3+<
$1'�85%$1,=$7,21

6LQFH�GLIIHUHQW� UHJLRQV� DQG� FRXQWULHV� H[SHULHQFHG�GLIIHUHQW�� WKRXJK� VXEVWDQWLDO�
WUHQGV�DQG�WLPLQJV�RI�FKDQJH�LQ�GLIIHUHQW�W\SHV�RI�UXUDO�XUEDQ�LQHTXDOLW\��LW�VHHPV
XQOLNHO\� WKDW� VXFK� FKDQJH� LV� PDLQO\� H[SODLQHG� E\� 
LQIHFWLRXV
�� URXJKO\
V\QFKURQL]HG�� JOREDO� SKHQRPHQD� VXFK� DV� OLEHUDOL]DWLRQ�� 0RUH� SUREDEO\�� ZH
VKRXOG� ORRN� IRU� RWKHU� H[SODQDWLRQV�� ELJ� WUHQGV�� SURFHHGLQJ� LQ�PRVW� GHYHORSLQJ
FRXQWULHV��EXW�VWDUWLQJ�PXFK�VRRQHU�LQ�VRPH�WKDQ�LQ�RWKHUV��QRW�
LQIHFWLRXV
�DFURVV
ERUGHUV�� DQG�ZLWK�GLVWLQFW� UXUDO� DQG�XUEDQ�RXWFRPHV��$PRQJ� VWURQJ�FDQGLGDWHV
�DSDUW�IURP�VNLOO�XVLQJ�WHFKQLFDO�FKDQJH��DUH� WZR�GHPRJUDSKLF�IRUFHV��DIIHFWLQJ
DOPRVW�DOO�GHYHORSLQJ�FRXQWULHV�VLQFH�WKH�����V�EXW�DW�GLIIHUHQW�WLPHV�DQG�VSHHGV�
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��� 'HPRJUDSKLF�WUDQVLWLRQ

'HPRJUDSKLF�WUDQVLWLRQ�EULQJV�GRZQ�ILUVW�FKLOG�PRUWDOLW\��DQG�ODWHU�DJH�VSHFLILF
IHUWLOLW\�DQG�DGXOW�PRUWDOLW\����7KHUH�DUH�VWURQJ��RIWHQ�KHDYLO\�ODJJHG��HIIHFWV�RQ
DJH�VWUXFWXUH��FKLOG�DGXOW��DQG�KHQFH�ZRUNHU�GHSHQGDQW�� UDWLRV� ILUVW� ULVH�� WKH� IDOO
VKDUSO\�� WKHQ� OHYHO�RII����7KHVH� HIIHFWV� VWDUW�� SHDN�� DQG� OHYHO�RII� ILUVW� LQ�XUEDQ�
WKHQ� LQ� UXUDO�� DUHDV�� DQG�� LQ� HDFK�� ILUVW� IRU� WKH� EHWWHU� RII�� 7KHVH� FRPSOH[
GHPRJUDSKLF� G\QDPLFV� HYLGHQWO\� HQWDLO� FRPSOH[� G\QDPLFV� LQ� LQFRPH
GLVWULEXWLRQ�ZLWKLQ�DQG�EHWZHHQ�VHFWRUV��+RZHYHU��D�VLPSOLILFDWLRQ�LV�VXJJHVWHG
E\� UHFHQW� FURVV�QDWLRQDO� VWXGLHV� RI� WKH� HFRQRPLF� HIIHFWV� RI� IHUWLOLW\� WUDQVLWLRQ
DORQH�� XVLQJ� LQGLFDWRUV� RI� GHPRJUDSKLF� VWUXFWXUH� VXFK� DV� WKH� ELUWK� UDWH�� WKH
FKLOG�DGXOW�UDWLR�DQG�DJH�VWUXFWXUH�E\�ILYH�\HDU�JURXSV�

7KHVH� VWXGLHV� VXJJHVW� WKDW� IDVWHU� IHUWLOLW\� WUDQVLWLRQ� LV� DVVRFLDWHG� ZLWK� IDVWHU
JURZWK� LQ� *'3� SHU� FDSLWD� �.HOOH\� DQG� 6FKPLGW� ������ ������ %ORRP� DQG
:LOOLDPVRQ� ������ DQG� PRUH� HTXDO� LQFRPH� GLVWULEXWLRQ� �(DVWZRRG� DQG� /LSWRQ
�������,I�WKHVH�UHVXOWV�IRU�FRXQWULHV�DOVR�DSSO\�WR�UXUDO�DQG�XUEDQ�UHJLRQV�ZLWKLQ�D
FRXQWU\�� WKHQ� D� SDUWLFXODU� SURILOH� RI� UXUDO� DQG� XUEDQ� LQHTXDOLW\� LV� VXJJHVWHG
�7DEOH�9,�����8UEDQ�IHUWLOLW\�WUDQVLWLRQ�WHQGV�WR�ZLGHQ�WKH�UXUDO�XUEDQ�JDS�ZKLOH
UHGXFLQJ� XUEDQ� LQHTXDOLW\�� WKXV� UDLVLQJ� UHODWLYH� UXUDO� SRYHUW\�� VXEVHTXHQW� UXUDO
IHUWLOLW\�WUDQVLWLRQ�QDUURZV�WKH�UXUDO�XUEDQ�JDS�DQG�UHGXFHV�UXUDO�LQHTXDOLW\��WKXV
UHGXFLQJ�UHODWLYH�UXUDO�SRYHUW\��7KLV�WLPH�VHTXHQFH�LPSOLHV�ILUVW�D�ULVH�DQG�ODWHU�D
IDOO�LQ�ERWK�UXUDO�XUEDQ�LQHTXDOLW\�DQG�UHODWLYH�UXUDO�SRYHUW\�

��� 8UEDQL]DWLRQ

8UEDQL]DWLRQ��WKH�ULVH�LQ�WKH�VKDUH�RI�SRSXODWLRQV�OLYLQJ�LQ�SODFHV�DERYH�WKH�UXUDO�
XUEDQ�ERUGHUOLQH��KDV�IRXU�FRPSRQHQWV��
JUDGXDWLRQ
�RI�YLOODJHV�LQWR�WRZQV��GXH�WR
QDWXUDO� LQFUHDVH�� XUEDQ� ERUGHUOLQH� H[SDQVLRQ�� VORZHU� XUEDQ� WKDQ� UXUDO� QDWXUDO
LQFUHDVH��ZKLFK�FRQWULEXWHV�QHJDWLYHO\��UHGXFLQJ�XUEDQL]DWLRQ���DQG�QHW�UXUDO�WR�
XUEDQ� PLJUDWLRQ�� :LWK� PXFK� YDULDWLRQ� DPRQJ� FRXQWULHV�� WKHVH� FRPSRQHQWV

������������������������������������������
���7KH�PRUWDOLW\� WUDQVLWLRQ� VWDUWHG�ZLWK� LPSURYHG� KHDOWK�QXWULWLRQ� HQYLURQPHQWV� DIWHU� �����
DQG� KHQFH� ELJ� IDOOV� LQ� LQIDQW� DQG� FKLOG�PRUWDOLW\�� 7KH� 
VDYHG
� FKLOGUHQ� LQLWLDOO\� DQG� VKDUSO\
UDLVHG� WKH� FKLOG�DGXOW� UDWLR�� ,Q� WKLV� SURFHVV� WRZQV� SUHFHGHG� UXUDO� DUHDV�� DQG� WKH� EHWWHU� RII
SUHFHGHG� WKH� SRRU�� W\SLFDOO\� E\� ����� \HDUV� LQ� HDFK� FDVH�� 7KH� QDWLRQDO� FKLOG�DGXOW� UDWLR� KDG
VWRSSHG� ULVLQJ� E\� �������� LQ� WKH� FRXQWULHV� OLVWHG� LQ� WDEOH�9,���7KH� IHUWLOLW\� WUDQVLWLRQ²DQG�
SULRU�WR�WKDW��WKH�DJLQJ�RI�WKH�
VDYHG
�XQGHU�ILYHV�LQWR�DGXOWKRRG²WKHQ�ORZHUHG�WKH�FKLOG�DGXOW
UDWLR��ZLWK�VLPLODU�VHTXHQFHV�DQG�ODJV�DV�LQ�WKH�HDUOLHU�SKDVH�
���2QO\�LQ�WKH�OHYHOOLQJ�RII�VWDJH�GRHV�WKH�SURSRUWLRQ�RI�ROG�SHRSOH�VWDUW�ULVLQJ�VKDUSO\�
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W\SLFDOO\�DFFRXQWHG��UHVSHFWLYHO\��IRU�VRPH����SHU�FHQW�����SHU�FHQW������SHU�FHQW�
DQG����SHU�FHQW�RI�XUEDQL]DWLRQ�LQ����������/LSWRQ��������������1HW�PLJUDWLRQ�LV
FRQFHQWUDWHG��HVSHFLDOO\�LQ�SRRUHU�JURXSV��RQ�SHRSOH�DJHG��������IHPDOH�LQ�/DWLQ
$PHULFD��PDOH�HOVHZKHUH��WKH�XUEDQ�DJH��DQG�JHQGHU�LPEDODQFHV��DQG�KHQFH�KLJK
ZRUNHU�GHSHQGDQW� UDWLRV�� DUH� PRVW� PDUNHG� LQ� WKH� SRRUHU� JURXSV²DV� LV� WKHLU
VXEVHTXHQW� FRUUHFWLRQ�� /RQJ�WHUP� QHW� UXUDO�WR�XUEDQ� PLJUDQWV� WHQG� WR� KDYH
HGXFDWLRQ� DQG� OLIHWLPH� LQFRPH� DERYH� WKH� UXUDO�PHDQ�� EXW� VRPHZKDW� EHORZ� WKH
XUEDQ�PHDQ�

6HYHUDO�RI� WKH�DERYH�SURFHVVHV� FDQ�EH� ORRVHO\�GHVFULEHG�DV� WKH� DEVRUSWLRQ� LQWR
WKH�XUEDQ�ORZHU�PLGGOH�FODVV�RI�WZR�FDWHJRULHV�RI�YLOODJHUV��VRPH�DOUHDG\�DERYH
WKH� UXUDO� PHDQ�� DQG� RWKHUV� ZLWK� UHODWLYHO\� JRRG� HDUQLQJ� SRWHQWLDO�� 7KHVH
SURFHVVHV�DUH�PLJUDWLRQ��JUDGXDWLRQ��DQG�XUEDQ�ERUGHUOLQH�H[SDQVLRQ��7KHLU�HIIHFW
RQ�UXUDO�XUEDQ�LQHTXDOLW\�LV�DPELJXRXV��ERWK�PHDQ�LQFRPHV�IDOO���WKH\�SUREDEO\
UDLVH�XUEDQ�DQG�ORZHU�UXUDO� LQHTXDOLW\²PLJUDWLRQ�EHFDXVH�RI�ZKR�WKH�PLJUDQWV
DUH�� JUDGXDWLRQ� DQG� ERUGHUOLQH� H[SDQVLRQ� EHFDXVH� WKH\� PDLQO\� DIIHFW� ODUJHU� RU
VHPL�XUEDQ��DQG�WKHUHIRUH�EHWWHU�RII��YLOODJHV�

7KH� KLJKO\� VHOHFWLYH� VWUXFWXUH� RI� PLJUDWLRQ� E\� DJH� DQG� JHQGHU� PRGLILHV� WKHVH
HIIHFWV��7KH�DGXOW�FKLOG��DQG�KHQFH�ZRUNHU�GHSHQGDQW�� UDWLR� ULVHV� LQ�XUEDQ�DUHDV
DQG�IDOOV�LQ�UXUDO�DUHDV��PRVW�VKDUSO\�DPRQJ�ORZHU�LQFRPH�JURXSV��7KLV�WHQGV�WR
UDLVH� UXUDO�XUEDQ� DQG� LQWUDUXUDO� LQHTXDOLW\�� DQG� ORZHU� LQWUDXUEDQ�� 7KHVH� DJH
HIIHFWV�DUH�VWUHQJWKHQHG�E\�WKH�PDOH�VHOHFWLYH�VWUXFWXUH�RI�PLJUDWLRQ�LQ�$VLD�DQG
$IULFD�EXW�ZHDNHQHG�E\�D� IHPDOH�VHOHFWLYH� VWUXFWXUH� LQ�/DWLQ�$PHULFD�� ,Q� ODWHU
XUEDQL]DWLRQ��IRU�H[DPSOH��DV�PLJUDQW�IDPLOLHV�LQ�WKH�WRZQV�DUH�FRPSOHWHG��WKHVH
LPEDODQFHV� WHQG� WR� EH� UHYHUVHG�� 7KH� SUREDEOH� HIIHFWV� LGHQWLILHG� LQ� WKLV� WDEOH²
ZKLFK�UHVW�RQ�VXEVWDQWLDO�HYLGHQFH²OHDG�WR�WKH�IROORZLQJ�FRQFOXVLRQV��LI�ZH�FDQ
DVVXPH� WKDW� WKH� HDUOLHU� VWDJHV� RI� WKH� IHUWLOLW\� WUDQVLWLRQ��� DQG� RI� DFFHOHUDWHG
XUEDQL]DWLRQ� DUH� URXJKO\� V\QFKURQRXV�� DQG� VLPLODUO\� IRU� WKH� ODWHU� VWDJHV�� 7KH

HDUO\
� HIIHFW�RI� IHUWLOLW\� WUDQVLWLRQ� DQG�XUEDQL]DWLRQ� LV� FOHDUO\� WR� LQFUHDVH� UXUDO�
XUEDQ�LQHTXDOLW\�DQG� WR� UHGXFH� LQWUDUXUDO� LQHTXDOLW\�� D� UHDVRQDEOH�FRQMHFWXUH� LV
WKDW� WKH� VLJQV� LQ� 7DEOH� 9,��� ZLOO� WHQG� WR� EH� UHYHUVHG� VXEVHTXHQWO\� DV� D� QHZ
GHPRJUDSKLF� HTXLOLEULXP� LV� DSSURDFKHG�� 7KURXJKRXW�� WKH� HIIHFW� RQ� LQWUDXUEDQ
LQHTXDOLW\�LV�DPELJXRXV�

������������������������������������������
��7KH�PRUWDOLW\�WUDQVLWLRQ��ZLWK� 
VDYHG
�LQIDQWV�DQG�ULVLQJ�FKLOG�DGXOW�UDWLRV��XVXDOO\�LQ�WRZQV
EHIRUH�YLOODJHV���LV�ODUJHO\�FRPSOHWH�EHIRUH�WKH�HYHQWV�LQ�WKH�FKDUW��DQG�LQ�7DEOH�9,����EHJLQ�
DQG� DJHLQJ� �D� ULVLQJ� VKDUH� RI� XUEDQ�� WKHQ� RI� UXUDO�� SHUVRQV�� QRQ�SRRU� EHIRUH� SRRU�� RYHU� ���
EHFRPHV�LPSRUWDQW�RQO\�DIWHUZDUGV�
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TABLE VI.1
FERTILITY TRANSITION AND URBANIZATION:

PROBABLE EFFECTS ON INEQUALITY

Type of process Rural-urban
inequality

Urban
inequality

Rural
inequality

Relative rural
poverty

Urban fertility
transition

+ - 0 +

Rural fertility
transition

- 0 - -

Urbanization ?(+) +(-) -(-) +

Note: bracketed symbols in the last row indicate the additional effect due to the age and
gender structure of migration.

Source: authors’ construction.

7DEOH�9,���SUHVHQWV�HYLGHQFH�IRU�WKH�IHZ²LQ�VRPH�FDVHV�SRSXORXV²GHYHORSLQJ
FRXQWULHV�ZLWK�FHQVXV�GDWD�RQ�ORQJ�WHUP�FKDQJHV� LQ�XUEDQ�DQG�UXUDO�DJH�JHQGHU
VWUXFWXUHV�� ,Q�DOO� WKH�FRXQWULHV�ZLWK�DYDLODEOH� ORQJ�WHUP�GDWD��ZH�ILQG�WKH�XUEDQ
VHFWRU�UDLVLQJ�LWV�SURSRUWLRQ�RI�SHUVRQV�DJHG��������DQG�ORZHULQJ�LWV�SURSRUWLRQ
RI� XQGHU���V�� IDVWHU� WKDQ� WKH� UXUDO� VHFWRU�� 7KH� &KLQHVH� GDWD� ZRXOG� DOPRVW
FHUWDLQO\� VKRZ� WKH� VDPH� UHVXOW�� EXW� IRU� WKH� IDFW� WKDW� LQ� WKH� ODWHU� \HDU� D� ODUJH
QXPEHU� RI� 
XQRIILFLDO
� PLJUDQWV²XVXDOO\� HVWLPDWHG� DW� RYHU� ���� PLOOLRQ�
RYHUZKHOPLQJO\�\RXQJ�ZRUNLQJ�DGXOWV²ZHUH�UHJLVWHUHG�DV�UXUDO��DOWKRXJK�OLYLQJ
DQG� ZRUNLQJ� LQ� WRZQV�� 7DEOH� 9,��� WKHUHIRUH� EURDGO\� FRQILUPV� WKDW� WRZQV
LPSURYHG� WKHLU� SURSRUWLRQ� RI� ZRUNHUV� DQG� VDYHUV�� DQG� UHGXFHG� WKDW� RI� \RXQJ
GHSHQGDQWV�� IDVWHU� WKDQ�YLOODJHV� �WHQGLQJ��ZH�K\SRWKHVL]H�� WR�ZLGHQ�XUEDQ�UXUDO
JDSV���,Q�WKH�ODWHU�VWDJHV�RI�WKH�REVHUYDWLRQV�LQ�7DEOH�9,���DQG�VXEVHTXHQWO\��WKH
ODWHU� GHPRJUDSKLF� DQG� XUEDQL]DWLRQ� SURFHVVHV�PD\�ZHOO� KDYH� EHJXQ� WR� UHYHUVH
WKH� 
XQHTXDOL]LQJ
� WHQGHQFLHV� RI� WKH� HDUOLHU� VWDJHV�� :H� FDQQRW� HVWLPDWH� WKH
VWUHQJWK�RI�WKHVH�GHPRJUDSKLF�FRPSRQHQWV�RI�WUHQGV�LQ�XUEDQ�UXUDO�GLVWULEXWLRQ�
%XW�WKHLU�SUHVHQFH�DIIHFWV�RQH
V�LQWHUSUHWDWLRQ�RI�WKH�LPSDFW�RI�RWKHU�WUHQGV��)RU
H[DPSOH�� LI� D� JURXS� RI� FRXQWULHV� UHGXFHV� XUEDQ�UXUDO� DQG� LQWUDUXUDO� LQHTXDOLW\
GHVSLWH�XQHTXDOL]LQJ�LQIOXHQFHV�LQ�HDUO\�IHUWLOLW\�WUDQVLWLRQ�DQG�XUEDQL]DWLRQ²RU
LQFUHDVHV� LW�� GHVSLWH� HTXDOL]LQJ� ODWH� GHPRJUDSKLF� LQIOXHQFHV²WKDW� VXJJHVWV
JUHDWHU�GLVWULEXWLYH�LPSDFW�IRU�QRQ�GHPRJUDSKLF�IDFWRUV�VXFK�DV�DGMXVWPHQW�
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TABLE VI.2
TRENDS IN RURAL AND URBAN POPULATION STRUCTURES

Country Year Urban
pop.(m)

%of urban population aged: Rural
population

(m)

% of rural population aged:

0-14 15-59 all (M,F) 60+ 0-14 15-59 all (M,F) 60+
Brazil 1960 32.47 38.9 55.6 (26.3,

29.3)
5.6 37.65 46.0 49.7 (25.5,

24.2)
4.3

1991 110.99 32.9 59.7 (28.4,
31.3)

7.4 35.83 40.4 52.7 (27.7,
25.0)

7.0

China 1982 206.31 26.8 66.1 (35.7,
30.4)

7.2 797.60 35.4 56.9 (29.3,
27.6)

7.8

1990 296.14 22.4 69.5 (36.5,
33.0)

8.2 834.37 29.6 61.7 (31.7,
30.0)

8.8

Egypt 1960 9.86 43.6 51.3 (25.8,
25.5)

5.1 16.12 42.2 51.1 (24.8,
26.3)

6.7

1985 20.41 37.1 57.4 (29.6,
27.8)

5.6 25.50 42.2 51.0 (25.3,
25.7)

6.8

India 1961 78.93 39.2 56.0 (31.5,
24.5)

4.8 359.85 41.5 52.7 (26.8,
25.9)

5.8

1993 232.20 32.7 61.7 (33.3,
28.4)

5.6 651.71 36.2 56.7 (29.2,
27.5)

7.1

Indonesia 1971 20.47 42.1 54.2 (26.8,
27.4)

3.7 97.9 44.4 51.0 (24.3,
26.7)

4.7

1995 69.94 31.0 63.3 (31.1,
32.2)

5.8 124.82 35.5 57.1 (28.3,
28.8)

7.4

Source: UN, Demographic Yearbooks, 1979: 240-266; 1979 (Special Issue): 288-372; 1985: 210-45; 1996: 218-61.
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7DEOH�,,���VRXUFHV

&KLQD�� =KDQJ� �������� ,QGRQHVLD�� ,�+�� DXWKRUV
� FDOFXODWLRQV� EDVHG� RQ�$NLWD
�������
7KDLODQG� ������7+� ���� UHODWLYH� PHDQV� DUH� XUEDQ�UXUDO� LJQRULQJ� 6'V�
3KLOLSSLQHV��,�+��DXWKRUV
�FDOFXODWLRQV�EDVHG�RQ�(VWXGLOOR���������&KLOH��(�3�
)HUUHLUD�/LWFKILHOG�� %UD]LO�� *,�3� )HUUHLUD�/LWFKILHOG�� DXWKRUV
� FDOFXODWLRQV
EDVHG� RQ� XQGHUO\LQJ� DJJUHJDWH� GDWD� IURP� /LWFKILHOG� �SHUV�FRPP���� *KDQD�
DXWKRUV
�FDOFXODWLRQV�EDVHG�RQ�&DQDJDUDMDK�HW�DO����������(�3��XQLQGH[HG�

7DEOH�,,��

:%� 3RYHUW\� $VVHVVPHQWV� DUH� MXVW� UHIHUUHG� WR� E\� WKHLU� FRGHV� DQG� ��GLJLW
GDWHV��'6� �'HLQLQJHU�6TXLUH�������GDWDVHW��ODWHVW�:HE�DFFHVVLEOH�YHUVLRQ��,
 �LQFRPH��*,� �JURVV�LQFRPH��(� �H[SHQGLWXUH��+� �KRXVHKROG��3� �SHUVRQ

)68�((��5RPDQLD��������52����

/$7,1� $0(5,&$�� &RORPELD�� ������&2� ���� &RVWD� 5LFD�� '6�� *,�+�
+RQGXUDV�� ������+2� ���� ,�3�� 0H[LFR
�� 3DQXFR�/DJXHWWH� DQG� 6]HNHO\
��������,�3�IRU�/��,�+�IRU�/8�DQG�/5��FRQWULEXWLRQ�RI�EHWZHHQ�FRPSRQHQW�LV
VDLG�WR�ULVH�IURP������SHU�FHQW�WR������SHU�FHQW�RYHU����������3HUX��'6��(�3�
ILUVW� WZR� XUEDQ� QXPEHUV� DUH� /LPD� RQO\�� 8UXJXD\�� '6�� ,�+�� *,1,�5�� LV

LQWHULRU
�IRU����DQG����

6�$6,$� $1'� &+,1$�� ,QGLD�� -KD� �������� &�3� DGM��� %DQJODGHVK�� :RGRQ
��������&�3DGM���FDOFXODWLRQV�XVHG�ORZHU�SRYHUW\�OLQHV�LQ�KLV�7DEOH����&KLQD�
=KDQJ� �������� GLVSRVDEOH� ,�3�� '6� JLYHV� *,�3� DJJ�� *LQLV� ZKLFK� FRQILUP
ULVLQJ�WUHQG��3DNLVWDQ��2VKLPD���������,�+��6UL�/DQND��������������*OHZZH
��������&�3��ZLWKLQ�FRPSRQHQW� LQ������ LV������SHU� FHQW�RI�7KHLO�/��������
������ ������&(� ������ EHW�ZLWK�UHV�  � ��������������� ����������  
�������������������������

($67�$6,$��,QGRQHVLD��(�3��-D\DUDMDK�HW�DO����������UHODWLYHV�DUH�UHODWLYH�WR
VHFWRUDO� SRYHUW\� OLQHV�� .RUHD�� 2VKLPD� �������� ,�+�� ��\U� DYV� FHQWUHG� RQ� \U
JLYHQ��7KDLODQG��7KHLOV��,NHPRWR�/LPVNXO�������*,�+��*LQLV��2VKLPD������
*,�+��18�H[FOXGHV� 
VDQLWDU\�GLVWULFWV
��0DOD\VLD��08�05��,�+�� ,VKDN�6KDUL
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�������� *LQLV�� ,�+�� 2VKLPD� �������� 3KLOLSSLQHV�� (VWXGLOOR������� IRU� 18�
08�05��7HUDVDNL��������IRU�H[WUD�08�05�GDWD�FRQVLVWHQW�ZLWK�(VWXGLOOR��
2VKLPD�������IRU�*LQLV�

0,''/(�($67�1257+�$)5,&$��-RUGDQ���������-$�����(�3��0RURFFR�
'6��WRWDOV�DUH�(�3�������DQG�������VHFWRUDOV�DUH�(�+�������DQG������

68%�6$+$5$1�$)5,&$��/HVRWKR��������/62��������0DGDJDVFDU��3U\RU
�������� XUEDQ� QXPEHUV� QRW� UHDOO\� FRPSDUDEOH�� 
ODUJHVW� �� WRZQV
� �����

VHFRQGDU\� XUEDQ� FHQWUHV
� ������0DODZL�� 3U\RU� �������� UXUDO VPDOOKROGHUV�
HVWDWH�IDUPV�DQG�VPDOO�WRZQV�H[FOXGHG��7DQ]DQLD��������7$��������8JDQGD�
������8*

7DEOH�,,,���VRXUFHV

-RUGDQ������������ 3$������������SS��������
&KLQD���������� 3$��L[�����������
,QGRQHVLD���������� -D\DUDMDK�HW�DO�������������
0DOD\VLD���������� /LSWRQ�	�GH�+DDQ�������,VKDN�6KDUL�����
3KLOLSSLQHV���������� 3$��GDWD�IRU�IDPLOLHV���
3KLOLSSLQHV���������� )DMDUGR�'XND����
%DQJODGHVK���������� -D\DUDMDK��SS�������������
,QGLD�������������� -KD�����
6UL�/DQND���������������� 3$��SS�����
&RORPELD����������� 3$�YRO������
&RORPELD���������� 3$��SS����
(FXDGRU��������� 3$��SS���
*XDWHPDOD�������������� 3$��DQQH[����KRXVHKROGV�URZ���

LQGLYLGXDOV�URZ��
+RQGXUDV���������� 3$��SS����
*KDQD���������������� &DQDJDUDMDK�SS����
.HQ\D��������� .DWXPDQ\D
1LJHULD���������� 3$�������
=DPELD��������� 0F&XOORFK�	�%DXOFK�����
5RPDQLD���������� 3
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5()(5(1&(6

$KXMD��9���0��:DOWRQ�HW�DO��������� 
(YHU\RQH
V�PLUDFOH"�5HYLVLWLQJ�SRYHUW\
DQG�LQHTXDOLW\�LQ�(DVW�$VLD
��'LUHFWLRQV�LQ�'HYHORSPHQW�6HULHV��:RUOG�%DQN�
:DVKLQJWRQ��'&�

$NLWD��7���5��/XNPDQ�DQG�<��<DPDGD�������� 
,QHTXDOLW\� LQ�WKH�GLVWULEXWLRQ
RI�KRXVHKROG�H[SHQGLWXUHV�LQ�,QGRQHVLD��D�7KHLO�GHFRPSRVLWLRQ�DQDO\VLV
��7KH
'HYHORSLQJ�(FRQRPLHV��-XQH��

$QDQG�� 6�� DQG� 6�� 0�� +�� .DQEXU� ������� 
7KH� .X]QHWV� SURFHVV� DQG� WKH
LQHTXDOLW\�GHYHORSPHQW� UHODWLRQVKLS
�� -RXUQDO� RI� 'HYHORSPHQW� (FRQRPLFV�
1R�������������

%pQDERX��5���������
,QHTXDOLW\�DQG�JURZWK
��1%(5�0DFURHFRQRPLFV�$QQXDO�
9RO������0,7�3UHVV��&DPEULGJH��0$�

%KDOOD�� $�� 6�� ������� 8QHYHQ� GLVWULEXWLRQ� LQ� WKH� 7KLUG� :RUOG�� D� VWXG\� RI
&KLQD�DQG�,QGLD���QG�HG����0DFPLOODQ��%DVLQJVWRNH�

%ORRP�� '�� DQG� -�� :LOOLDPVRQ� ������� 
'HPRJUDSKLF� WUDQVLWLRQV�� KXPDQ
UHVRXUFH� GHYHORSPHQW�� DQG� HFRQRPLF� PLUDFOHV� LQ� HPHUJLQJ� $VLD
�� +,,'
:RUNLQJ� 3DSHU�� +DUYDUG� ,QVWLWXWH� IRU� ,QWHUQDWLRQDO� 'HYHORSPHQW�
&DPEULGJH��0$�

%RXUJXLJQRQ��)�� DQG�&��0RUULVRQ� ������� 
,QHTXDOLW\� DQG�GHYHORSPHQW�� WKH
UROH�RI�GXDOLVP
��-RXUQDO�RI�'HYHORSPHQW�(FRQRPLFV�1R�������������

&DQDJDUDMDK��6��DQG�'��0D]XPGDU��������
(PSOR\PHQW��ODERXU�PDUNHWV��DQG
SRYHUW\� LQ� *KDQD�� D� VWXG\� RI� FKDQJHV� GXULQJ� HFRQRPLF� GHFOLQH� DQG
UHFRYHU\
��:RUOG�%DQN��$IULFD�5HJLRQ��3ROLF\�5HVHDUFK�:RUNLQJ�3DSHU�1R�
�����

&DQDJDUDMDK�� 6��� '�� 0D]XPGDU� DQG� <�� ;LDR� ������� 
7KH� VWUXFWXUH� DQG
GHWHUPLQDQWV�RI�LQHTXDOLW\�DQG�SRYHUW\�UHGXFWLRQ�LQ�*KDQD���������
��:RUOG
%DQN�:RUNLQJ�3DSHU��$XJXVW��

&RUQLD��*��$���HG����IRUWKFRPLQJ���,QHTXDOLW\��JURZWK�DQG�SRYHUW\�GXULQJ�WKH
:DVKLQJWRQ�&RQVHQVXV��ZRUNLQJ�WLWOH��
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'DWW��*��DQG�0��5DYDOOLRQ��������
:K\�KDYH�VRPH�,QGLDQ�6WDWHV�GRQH�EHWWHU
WKDQ� RWKHUV� DW� UHGXFLQJ� UXUDO� SRYHUW\"
��:RUOG� %DQN� 3RYHUW\� $QDO\VLV� DQG
3ROLF\�'LYLVLRQ��:RUNLQJ�3DSHU�1R��������:RUOG�%DQN��:DVKLQJWRQ��'&�

GH�+DDQ��$��DQG�0��/LSWRQ�������� 
3RYHUW\�LQ�HPHUJLQJ�$VLD��SURJUHVV�DQG
VHWEDFNV
��$VLDQ�'HYHORSPHQW�5HYLHZ�

GH� +DDQ�� $�� HW� DO�� ������� 7KH� UROH� RI� JRYHUQPHQW� DQG� SXEOLF� SROLF\
DOOHYLDWLRQ� LQ� VXE�6DKDUDQ� $IULFD�� $IULFDQ� (FRQRPLF� 5HVHDUFK� &RXQFLO�
1DLUREL�

'HIR��%��.���������
,QIDQW�DQG�FKLOG�PRUWDOLW\�LQ�&DPHURRQ
��6RFLDO�6FLHQFH
DQG�0HGLFLQH�1R���������������

'HLQLQJHU�� .�� DQG� /�� 6TXLUH� ������� 
$� QHZ� GDWD� VHW� PHDVXULQJ� LQFRPH
LQHTXDOLW\
��:RUOG�%DQN�(FRQRPLF�5HYLHZ�1R��������

(DVWZRRG�� 5��.�� DQG�0�� /LSWRQ� ������� 
7KH� LPSDFW� RI� FKDQJHV� LQ� KXPDQ
IHUWLOLW\�RQ�SRYHUW\
��-RXUQDO�RI�'HYHORSPHQW�6WXGLHV�1R�������������

(VWXGLOOR�� -��3�� ������� 
,QFRPH� LQHTXDOLW\� LQ� WKH�3KLOLSSLQHV�� �������
��7KH
'HYHORSLQJ�(FRQRPLHV��;;;9���

)DMDUGR�'XND�� 0�� ������� 
3RYHUW\� PHDVXUHPHQW� DQG� GHFRPSRVLWLRQ� RI
DJJUHJDWH� SRYHUW\� FKDQJH� LQ� WKH� 3KLOLSSLQHV
�� 3KLOLSSLQH� 5HYLHZ� RI
(FRQRPLFV�DQG�%XVLQHVV��;;,;������������

)HUUHLUD��)��+��*��DQG�-��$��/LWFKILHOG��������
&DOP�DIWHU�WKH�VWRUPV��LQFRPH
GLVWULEXWLRQ�LQ�&KLOH���������
��:RUOG�%DQN�35(0�1HWZRUN�3ROLF\�5HVHDUFK
3DSHUV�1R�������

)HUUHLUD�� )�� +�� *� DQG� -�� $� /LWFKILHOG� ������� 
(GXFDWLRQ� RU� LQIODWLRQ"� 7KH
UROHV� RI� VWUXFWXUDO� IDFWRUV� DQG� PDFURHFRQRPLF� LQVWDELOLW\� LQ� H[SODLQLQJ
%UD]LOLDQ�LQHTXDOLW\�LQ�WKH�����V
��7KH�7R\RWD�&HQWUH�'LVWULEXWLRQDO�$QDO\VLV
5HVHDUFK�3URJUDPPH�'LVFXVVLRQ�3DSHUV�1R��'$53����0DUFK��

)LUGDXV\�� &�� 0�� ������� 
8UEDQ� SRYHUW\� LQ� ,QGRQHVLD�� WUHQGV�� LVVXHV� DQG
SROLFLHV
��$VLDQ�'HYHORSPHQW�5HYLHZ�9RO������1R�����������
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*DQJ�� )��� '�� 3HUNLQV� DQG� /�� 6DELQ� ������� 
&KLQD
V� HFRQRPLF� SHUIRUPDQFH
DQG� SURVSHFWV
�� SDSHU� IRU� WKH� $VLDQ� 'HYHORSPHQW� %DQN
V� (PHUJLQJ� $VLD
3URMHFW��PLPHR��

*OHZZH�� 3�� ������� 
,QFRPH� GLVWULEXWLRQ� LQ� 6UL� /DQND
�� -RXUQDO� RI
'HYHORSPHQW�(FRQRPLFV��1R�����

*R\DO�� $�� ������� 
0RUWDOLW\� LQ� ,QGLD�� WUHQGV� DQG� SURVSHFWV
�� 'HPRJUDSK\
,QGLD��1R�����������������

*URRWDHUW�� &��� /�� 'HPHU\� DQG� 5�� .DQEXU� ������� $QDO\]LQJ� SRYHUW\� DQG
SROLF\�UHIRUP��WKH�H[SHULHQFH�RI�&{WH�G
,YRLUH��$YHEXU\��$OGHUVKRW�

+RZHV�� 6�� ������� 
,QFRPH� LQHTXDOLW\� LQ� XUEDQ� &KLQD� LQ� WKH� ����V�� OHYHOV�
WUHQGV�DQG�GHWHUPLQDQWV
��67,&(5'�3URJUDPPH�RI�5HVHDUFK�LQWR�(FRQRPLF
7UDQVIRUPDWLRQ�DQG�3XEOLF� )LQDQFH�1R�� ��� /RQGRQ� 6FKRRO� RI� (FRQRPLFV�
/RQGRQ�

+RZHV��6�� DQG�$��+XVVDLQ� ������� 
5HJLRQDO�JURZWK�DQG� LQHTXDOLW\� LQ� UXUDO
&KLQD
�� 67,&(5'� 3URJUDPPH� RI� 5HVHDUFK� LQWR� (FRQRPLF� 7UDQVIRUPDWLRQ
DQG�3XEOLF�)LQDQFH�1R������/RQGRQ�6FKRRO�RI�(FRQRPLFV��/RQGRQ�

,NHPRWR��<��DQG�.��/LPVNXO��������
,QFRPH�LQHTXDOLW\�DQG�UHJLRQDO�GLVSDULW\
LQ�7KDLODQG���������
��7KH�'HYHORSLQJ�(FRQRPLHV��9RO��;;9���

-DLQ�� /�� 5�� DQG� 6�� '�� 7HQGXONDU� ������� 
,QWHU�WHPSRUDO�� LQWHU�IUDFWDO�JURXS
DQG� UXUDO�XUEDQ� GLIIHUHQWLDO� LQ� WKH� FRVW� RI� OLYLQJ�� UHDO� OHYHOV� RI� OLYLQJ�
LQHTXDOLW\� DQG� SRYHUW\� IRU� DOO�,QGLD�� �������� WR� �������
�� -RXUQDO� RI� WKH
,QGLDQ�6FKRRO�RI�3ROLWLFDO�(FRQRP\��9RO��,9������������

-D\DUDMDK�� &��� :�� %UDQVRQ� DQG� %�� 6HQ� ������� 6RFLDO� 'LPHQVLRQV� RI
$GMXVWPHQW�� :RUOG� %DQN� ([SHULHQFH�� ��������� 2SHUDWLRQV� (YDOXDWLRQ
'HSDUWPHQW��:RUOG�%DQN��:DVKLQJWRQ��'&�

-KD��5��������� 
5HGXFLQJ�SRYHUW\�DQG�LQHTXDOLW\� LQ� ,QGLD��KDV� OLEHUDOL]DWLRQ
KHOSHG
�� SDSHU� SUHVHQWHG� DW� FRQIHUHQFH� RQ� ,QFRPH� ,QHTXDOLW\� DQG� 3RYHUW\
5HGXFWLRQ��'HFHPEHU���818�:,'(5��+HOVLQNL�
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.DNZDQL�� 1�� ������� 
0HDVXULQJ� SRYHUW\�� GHILQLWLRQV� DQG� VLJQLILFDQFH� WHVWV
ZLWK�DSSOLFDWLRQ�WR�&{WH�G
,YRLUH
�� LQ�0��/LSWRQ�DQG�-��YDQ�GHU�*DDJ��HGV���
,QFOXGLQJ�WKH�3RRU�

.DQEXU��5�� DQG�1��/XVWLJ� ������� 
:K\� LV� LQHTXDOLW\�EDFN�RQ� WKH� DJHQGD"
�
:RUOG�%DQN�$QQXDO�%DQN�&RQIHUHQFH�RQ�'HYHORSPHQW�(FRQRPLFV��:RUOG
%DQN��������$SULO�

.HOOH\�� $�� DQG� 5�� 6FKPLGW� ������� 
3RSXODWLRQ� DQG� LQFRPH� FKDQJH�� UHFHQW
HYLGHQFH
��:RUOG�%DQN�'LVFXVVLRQ�3DSHU�1R�������:RUOG�%DQN��:DVKLQJWRQ�
'&�

.HOOH\�� $�� DQG� 5�� 6FKPLGW� ������� 
$JJUHJDWH� SRSXODWLRQ� DQG� HFRQRPLF
JURZWK� FRUUHODWLRQV�� WKH� UROH� RI� WKH� FRPSRQHQWV� RI� GHPRJUDSKLF� FKDQJH
�
'HPRJUDSK\��9RO�����1R�����������

.KDQ�� =�� ������� 
,PPXQL]DWLRQ� DQG� LQIDQW�PRUWDOLW\� LQ� 3DNLVWDQ
��3DNLVWDQ
'HYHORSPHQW�5HYLHZ�9RO�����������������

.UXHJHU�� $��� $�� 9DOGHV� DQG� 0�� 6FKLII� ������� 
$JULFXOWXUDO� LQFHQWLYHV� LQ
GHYHORSLQJ� FRXQWULHV�� PHDVXULQJ� WKH� HIIHFW� RI� VHFWRUDO� DQG� HFRQRP\�ZLGH
SROLFLHV
�� LQ� *�� 3HWHUV� �HG��� $JULFXOWXUDO� (FRQRPLFV�� (GZDUG� (OJDU�
$OGHUVKRW�

/DPEHUW��3��-��DQG�-��5��$URQVRQ�������� 
,QHTXDOLW\�GHFRPSRVLWLRQ�DQDO\VLV
DQG�WKH�*LQL�FRHIILFLHQW�UHYLVLWHG
��(FRQRPLF�-RXUQDO�9RO�����������������

/LSWRQ�� 0�� �������:K\� 3RRU� 3HRSOH� 6WD\� 3RRU�� 8UEDQ� %LDV� DQG� :RUOG
'HYHORSPHQW��$YHEXU\��$OGHUVKRW�

/LSWRQ��0��DQG�$��GH�+DDQ�������� 
3RYHUW\� LQ�$VLD��SURJUHVV�DQG�VHWEDFN
�
$VLDQ�'HYHORSPHQW�5HYLHZ�

/LSWRQ�� 0�� DQG� 6�� 2VPDQL� ������� 
4XDOLW\� RI� OLIH� LQ� HPHUJLQJ� $VLD
�
EDFNJURXQG�SDSHU�IRU�$VLDQ�'HYHORSPHQW�%DQN��0DQLOD�

/LSWRQ��0��DQG�0��5DYDOOLRQ��������
3RYHUW\�DQG�SROLF\
��LQ�-��%HKUPDQ�DQG
7��1��6ULYDQDVDQ��HGV���+DQGERRN�RI�'HYHORSPHQW�(FRQRPLFV�
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/RQGRxR�� -�/�� DQG� 0�� 6]pNHO\� ������� 
3HUVLVWHQW� SRYHUW\� DQG� H[FHVV
LQHTXDOLW\�� /DWLQ� $PHULFD� �������
��2IILFH� RI� WKH� &KLHI� (FRQRPLVW�� ,QWHU�
$PHULFDQ�'HYHORSPHQW�%DQN��:RUNLQJ�3DSHU�1R������

/XQGEHUJ��0�� DQG�/��6TXLUH� ������� 
*URZWK� DQG� LQHTXDOLW\�� H[WUDFWLQJ� WKH
OHVVRQV�IRU�SROLF\PDNHUV
��SURFHVVHG��0D\��:RUOG�%DQN��:DVKLQJWRQ��'&�

0F&XOORFK�� 1�� DQG� 5�� %DXOFK� ������� 
3RYHUW\�� LQHTXDOLW\� DQG� JURZWK� LQ
=DPELD
��GUDIW����-XQH���,QVWLWXWH�RI�GHYHORSPHQW�6WXGLHV��%ULJKWRQ�

0LODQRYLF�� %�� ������� 
3RYHUW\�� LQHTXDOLW\� DQG� VRFLDO� SROLF\� LQ� WUDQVLWLRQ
HFRQRPLHV
��PLPHR��

0LODQRYLF�� %�� ������� 
,QFRPH�� ,QHTXDOLW\� DQG� 3RYHUW\� GXULQJ� WKH� 7UDQVLWLRQ
IURP� 3ODQQHG� WR� 0DUNHW� (FRQRP\
�� :RUOG� %DQN� 5HJLRQDO� DQG� 6HFWRUDO
6WXGLHV��:RUOG�%DQN��:DVKLQJWRQ��'&�

0XNKHUMHH��'��DQG�$��)��6KRUURFNV���������
$�GHFRPSRVLWLRQ�DQDO\VLV�RI�WKH
WUHQG�LQ�8.�LQFRPH�LQHTXDOLW\
��(FRQRPLF�-RXUQDO�9RO��������������

2VKLPD�� +�� ������� 
,QFRPH� GLVWULEXWLRQ� SROLFLHV� LQ� (DVW� $VLD
�� 7KH
'HYHORSLQJ�(FRQRPLHV��;;;9,���

3DODPXOHQL�� 0�� (�� ������� 
0RUWDOLW\� OHYHO�� WUHQGV� DQG� GLIIHUHQWLDOV� LQ
0DODZL
��(DVWHUQ�DQG�6RXWKHUQ�$IULFDQ�*HRJUDSKLF� -RXUQDO�9RO�� ��� ��� ���
���

3DQXFR�/DJXHWWH�� +�� DQG� 0�� 6]pNHO\� ������� 
,QFRPH� GLVWULEXWLRQ� DQG
SRYHUW\�LQ�0H[LFR
��LQ�9��%XOPHU�7KRPDV��HG���7KH�QHZ�HFRQRPLF�PRGHO�LQ
/DWLQ�$PHULFD�DQG�LWV�LPSDFW�RQ�LQFRPH�GLVWULEXWLRQ�DQG�SRYHUW\��,QVWLWXWH�RI
/DWLQ�$PHULFDQ�6WXGLHV��/RQGRQ�

3U\RU�� )�� /�� ������� 
&KDQJHV� LQ� LQFRPH� GLVWULEXWLRQ� LQ� SRRU� DJULFXOWXUDO
QDWLRQV�� 0DODZL� DQG� 0DGDJDVFDU
�� (FRQRPLF� 'HYHORSPHQW� DQG� &XOWXUDO
&KDQJH�1R��������������

4XUHVKL��6��� ,��1DEL�DQG�5��)DUXTXHH� ������� 
5XUDO� ILQDQFH� IRU�JURZWK�DQG
SRYHUW\� DOOHYLDWLRQ� LQ� 3DNLVWDQ
��:RUOG� %DQN� 3ROLF\� 5HVHDUFK� 3DSHUV� 1R�
������:RUOG�%DQN��:DVKLQJWRQ��'&�
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5DMDQ��$���������
0RUWDOLW\�LQ�,QGLD���������
��'HPRJUDSK\�,QGLD�1R��������
�������

5DYDOOLRQ�� 0�� DQG� 0�� +XSSL� ������� 
0HDVXULQJ� FKDQJHV� LQ� SRYHUW\�� D
PHWKRGRORJLFDO� FDVH� VWXG\� RI� ,QGRQHVLD� GXULQJ� DQ� DGMXVWPHQW� SHULRG
�� 7KH
:RUOG�%DQN�(FRQRPLF�5HYLHZ�9RO�����������

5RELQVRQ��6���������
$�QRWH�RQ�WKH�8�K\SRWKHVLV�UHODWLQJ�LQFRPH�LQHTXDOLW\
DQG�HFRQRPLF�GHYHORSPHQW
��$PHULFDQ�(FRQRPLF�5HYLHZ�1R������������

6DVWU\��1���������
:KDW�H[SODLQV�UXUDO�XUEDQ�GLIIHUHQFHV�LQ�FKLOG�PRUWDOLW\�LQ
%UD]LO"
��6RFLDO�6FLHQFH�DQG�0HGLFLQH�1R������������������

6KDUL�� ,�� ������� 
1DWLRQDO� DJULFXOWXUDO� SROLF\�� UXUDO� SRYHUW\� DQG� LQFRPH
LQHTXDOLWLHV�� D� FULWLFDO� HYDOXDWLRQ
�� 7KH� 0DOD\VLDQ� -RXUQDO� RI� $JULFXOWXUDO
(FRQRPLFV�1R����

6WLJOLW]�� -��(�� ������� 
$PQHVW\�/HFWXUHV
�� FLWHG� LQ�2[IRUG�0DJD]LQH��+LODU\
7HUP�

7HUDVDNL�� <�� ������� 
,QFRPH� GLVWULEXWLRQ� DQG� GHYHORSPHQW� SROLFLHV� LQ� WKH
3KLOOLSLQHV
��7KH�'HYHORSLQJ�(FRQRPLHV�;;,,,���

:RGRQ��4��7���������
0LFUR�GHWHUPLQDQWV�RI�FRQVXPSWLRQ��SRYHUW\��JURZWK�
DQG� LQHTXDOLW\� LQ� %DQJODGHVK
��:RUOG� %DQN� :36� 1R�� ������ :RUOG� %DQN�
:DVKLQJWRQ��'&�

:RUOG� %DQN� ������� &KLQD� ������ 6KDULQJ� 5LVLQJ� ,QFRPHV�� :RUOG� %DQN�
:DVKLQJWRQ��'&�

:RUOG�%DQN�3RYHUW\�$VVHVVPHQWV� �3$V���%HODUXV��������%<��������%UD]LO
��� YROV���� ������%5�� ������ &RORPELD� ��� YROV���� ������&2�� ������ &RQJR�
������&2%�� ������ &{WH� G
,YRLUH�� ������,9�� ������ &RVWD� 5LFD�� 3$�� �����
(FXDGRU�� ������(&�� ������ *XDWHPDOD�� ������*8�� ������ +DVKHPLWH
.LQJGRP�RI�-RUGDQ����YROV�����������-2��������+RQGXUDV��������+2�������
,QGLD�� ������,1�� ������ /DR� 3'5�� ������/$�� ������ /HVRWKR�� ������/62�
������0DGDJDVFDU� ��� YROV���� ������0$*�� ������0DXULWDQLD�� ������0$8�
������0RQJROLD�� ������02*��������1LFDUDJXD� ��� YROV���� ������1,�� �����
1LJHULD�� :RUOG� %DQN� �������� ������81,�� 3DUDJXD\�� ������3$�� �����
3KLOLSSLQHV�� ������3+�� ������ 5RPDQLD�� ������52�� ������ 5XVVLD�� ������
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58�� ������ 6UL� /DQND�� ������&(�� ������ 7DQ]DQLD�� ������7$�� ������ 7RJR�
������72��������7KDLODQG��������7+��������8JDQGD��������8*�������9LHW
1DP��������91��������=DPELD��������=$�������

=KDQJ�� 3LQJ� ������� 
,QFRPH� GLVWULEXWLRQ� GXULQJ� WKH� WUDQVLWLRQ� LQ� &KLQD
�
:,'(5�:RUNLQJ�3DSHUV�1R�������818�:,'(5��+HOVLQNL�
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TABLE II.1
URBAN-RURAL DYNAMIC DISAGGREGATIONS OF THE THEIL-L

Country L(0) L(1) %
within

LU(0) LU(1) LR(0) LR(1) rel
M(0)

rel
M(1)

NU(0) NU(1) DL %DL %
within

%
between

%
demog

China 88-95 0.258 0.378 61.8 2.05 2.47 0.120 46.51 38.6 7.7 0.20
Indonesia 87-93 0.228 0.239 77.7 0.22 0.23 0.16 0.15 2.00 2.06 0.26 0.32 0.011 4.82 -1.36 1.84 4.50
Thailand 88-92 0.365 0.478 82.7 2.90 3.62 0.113 30.96 11.55 19.22 0.2
Philippines 65-71 0.190 0.200 83.0 0.21 0.16 0.14 0.16 2.52 2.07 0.30 0.30 0.010 5.26 3.50 1.76 0.00
Philippines 71-85 0.200 0.150 80.0 0.16 0.15 0.16 0.11 2.07 2.11 0.30 0.38 -0.050 -25.00 -24.50 -3.33 2.78
Philippines 85-91 0.150 0.170 83.0 0.15 0.17 0.11 0.11 2.11 2.17 0.38 0.50 0.020 13.33 12.28 2.04 -1.02
Chile 87-94 0.527 0.485 95.0 0.53 0.47 0.35 0.40 2.06 1.91 0.80 0.83 -0.042 -7.98 -6.60 -1.20 -0.10
Brazil 81-90 0.614 0.705 83.0 0.54 0.62 0.44 0.53 3.00 3.23 0.71 0.74 0.091 14.82 14.20 1.70 -1.00
Brazil 90-95 0.705 0.66 88.6 0.62 0.6 0.53 0.53 3.23 2.88 0.74 0.78 -0.045 -6.40 -2.21 -2.75 -1.43
Brazil 81-95 0.614 0.66 83.0 0.54 0.6 0.44 0.53 3.00 2.88 0.71 0.78 0.046 7.49 10.37 -1.06 -1.83
Ghana 88-92 0.209 0.187 93.3 .185/

.202
.214/
.189

0.194 0.179 1.74/
1.14

1.27/
1.09

.082/
.263

.071/
.281

-0.022 -10.53 -5.20 -7.45 2.13

Notation: ’0’, ’1’ refer to beginning and end of period; L, LU, LR = total urban, rural Theil-L; relM = relative urban income or expenditure; NU= urban population share. For
Ghana Theils and urban population shares are Accra/other cities, relative means are ’Accra to rural/ other cities to rural. Elaboration: The first block of three data columns
shows overall inequality at the beginning and end of the period, together with the percentage of intrasectoral inequality at the beginning; the next block of eight columns
shows beginning and end values of intraurban, intrarural and urban-rural inequalities and urban population shares; the final block of five columns shows the change in
overall inequality, absolute and as a percentage of initial inequality, and the breakdown of the percentage change into contributions from intrasectoral, intrasectoral and
demographic components.

Source: see Appendix 1.
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TABLE III.1
CHANGES IN POVERTY AND THEIR DECOMPOSITION INTO GROWTH AND DISTRIBUTION COMPONENTS

Country and period Poverty incidence
 change [initial-final]
(growth component, inequality component, residual)

Poverty gap index
change [initial-final]
(growth component, inequality component,
residual)

The ratio of rural
to urban poverty
initialÅfinal
 I=incidence,
PGI=pov. gap

Rural Urban National Rural Urban

W ASIA Jordan, 1986/7-92 +17.3
 (12.5, 1.4, 3.4)

+10.4
(7.1, -2.1, 5.4)

+11.9
 (8.3, -1.3, 5.0)

SE ASIA China, 1978-90 -21.5 [33.0-11.5] -4.0 [4.4-0.4] -19.4 [28.0-8.6] 7.5Å28.7 I
Indonesia, 1984-90 -19.1 [45.7-26.6]

(-15.28, -2.42, -1.44)
-4.64 [15.9-11.2]

(-6.26, 2.53, -0.91)
-7.53 [12.8-5.3]

 (-5.52, -2.24, 0.23)
-1.67 [3.5-1.8]

 (-1.54, 0.20, -0.33)
3.87Å2.37 I

3.66Å2.94 PGI
Malaysia, 1973-89 -36.0 [55.3-19.3] -30.5 [44.8-14.3] -30.5 [44.8-14.3] 1.23Å1.35 I

Philippines, 1961-88
       1985-88

-11 [64-53]
-6.6 [69.4-62.8]

-28 [51-23]
-7.3 [56.8-49.5]

-22 [59-37] -4.7 [27.3-22.6] -4.6 [21.6-17.0] 1.25Å2.30 I
1.22Å1.27 I.

1.26Å1.33 PGI
S ASIA Bangladesh 1984-90 -0.9[53.8-52.9]

 (-2.50, 1.60, 0.00)
-7.3 [40.9-33.6]

(-10.8, 3.6, -0.1]
-0.4 [15.0-14.6]
(-1.0, 0.6, 0.0)

-3.0 [11.4-8.4
(-3.9, 1.3, -0.4)

1.32Å1.57 I
1.32Å1.74 PGI

India, 1957/8 –1989/90
 1989/90 - 1997

-20.9 [55.2-34.3]
-0.1 [34.3-34.2]

-14.4 [47.8-33.4]
 -5.5 [33.4-27.9]

-11.2 [19.0-7.8]
 +0.3 [7.8-8.1]

-7.4 [16.0-8.5]
-1.3 [8.5-7.2]

1.16Å1.03 I
1.19Å0.92 PGI

1.03Å1.23 I
0.92-1.13 PGI

Sri Lanka, 1985-6-1990-1 -7.3 [31.7-24.4]
{Estate:- 1.7 [14.3-12.6]}

+1.9 [16.4-18.3] -2.4 [7.7-5.3]
{Estate: -0.8 [1.4-0.6)]}

+0.7 [3.5-4.1] 1.93Å1.33 I
2.20Å1.27 PGI

��
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Country and period Poverty incidence
 change [initial-final]
(growth component, inequality component, residual)

Poverty gap index
change [initial-final]
(growth component, inequality
component, residual)

The ratio of rural
to urban poverty
initialÅfinal
 I=incidence,
PGI=pov. gap

Rural Urban National Rural Urban

LATIN
AMERICA

Colombia, 1977-92
         1978-92:

extreme poverty line

-7.2 [38.4-31.2]
-5.3

(0.4, -6.5, 0.8)

-4.1 [12.1-8.0]
-4.1

(-1.2, -2.2, -0.7)

-3.1 [16.6-13.5]
-2.8

(0.4, -3.1, -0.05)

-2.2 [4.6-2.4]
-2.1

(-0.5, -1.7, 0.1)

3.17Å3.90 I
3.61Å5.62 PGI

Ecuador, 1990-4 -38.0 [85.0-47.0] -22.7 [47.7-25.0] 1.78Å1.88 I
Guatemala,1980-

1986/7
-7.2 [79.2-72.0]
-4.0 [83.7-79.7]

+13.7 [40.7-54.4]
+13.3 [47.0-60.3]

+2.2 [65.4-67.6]
+2.1 [71.9-73.2]

1.95Å1.33 I
1.78Å1.32 I

Honduras, 1989-93 -7 [56.1-39.7] +4 [51-55] -2 [55-53] 1.10Å0.72 I
AFRICA Côte d'Ivoire, 1985-8 15.0[41.6-56.6] 15.2[13.8-29.0] 15.9[30.0-45.9] 5.0[13.8-18.8] 2.7[4.2-6.9] 3.01Å1.95 I

3.3Å2.7 PGI
Ghana, 1987-8/1991-2 -8.0 [41.9-33.9] -0.9 [27.4-26.5] -5.4 [36.9-31.5] 1.53Å1.28 I

Kenya, 1992-4 +0.4 [46.3-46.7] -0.3 [29.3-28.9] 1.59Å1.62 I
Nigeria, 1985-92 -0.7 [16.1-15.4] +6.0 [4.9-10.9] 3.29Å1.41 I
Zambia, 1991-6 -4.2[79.1-74.9] +6.8 [27.2-34.0] +4.3 [55.5-59.8] -12.3 [50.1-37.8] +1.9 [9.5-11.4]a 2.91Å2.20 I

5.27Å3.32 PGI
TRANSITIONAL Romania, 1989-93 +17.5 [5.9-23.4] +15.8 [1.2-17.0] +16.3 [3.7-20.20] 4.92Å1.38 I.

Note: the first row of the table indicates how the data are presented. Gaps in the cells indicate data unavailability. Example: in the
rural sector in Colombia between 1977 and 1992, poverty incidence fell by 7.2%, from 38.4% to 31.2%; a growth/inequality
disaggregation is not available. a: National change in PGI was -0.81 (40.9-40.1).

Sources: Appendix 1.
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