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7KLV�VWXG\�KDV�EHHQ�SUHSDUHG�ZLWKLQ�WKH�818�:,'(5�SURMHFW�RQ�3RYHUW\�DQG
:HOO�%HLQJ� LQ� $VLD� GXULQJ� WKH� 7UDQVLWLRQ� �D� FRPSRQHQW� RI� WKH� UHVHDUFK� RQ
3RYHUW\�� ,QFRPH�'LVWULEXWLRQ�DQG�:HOO�%HLQJ�GXULQJ� WKH�7UDQVLWLRQ���ZKLFK� LV
FR�GLUHFWHG�E\�'U�$LJXR�/X��,QVWLWXWH�RI�:RUOG�(FRQRP\�DQG�3ROLWLFV��&KLQHVH
$FDGHP\�RI�6RFLDO�6FLHQFHV��%HLMLQJ��DQG�'U�0DQXHO�)��0RQWHV��6HQLRU�)HOORZ
DW�WKH�,QVWLWXWH�RI�6RXWKHDVW�$VLDQ�6WXGLHV��,6($6���6LQJDSRUH�

818�:,'(5� JUDWHIXOO\� DFNQRZOHGJHV� WKLV� FRQWULEXWLRQ� E\� 'U� 3DXO� *OHZZH
DQG� 'U� -HQQLH� /LWYDFN� RI� WKH� :RUOG� %DQN�� DQG� WKH� ILQDQFLDO� VXSSRUW� WR� WKH
SURMHFW�E\�WKH�8QLWHG�1DWLRQV�'HYHORSPHQW�3URJUDPPH�
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818� :RUOG� ,QVWLWXWH� IRU� 'HYHORSPHQW� (FRQRPLFV� 5HVHDUFK� �818�:,'(5�� ZDV
HVWDEOLVKHG�E\� WKH�8QLWHG�1DWLRQV�8QLYHUVLW\�DV� LWV� ILUVW� UHVHDUFK�DQG� WUDLQLQJ�FHQWUH
DQG� VWDUWHG� ZRUN� LQ� +HOVLQNL�� )LQODQG� LQ� ������ 7KH� SXUSRVH� RI� WKH� ,QVWLWXWH� LV� WR
XQGHUWDNH� DSSOLHG� UHVHDUFK� DQG� SROLF\� DQDO\VLV� RQ� VWUXFWXUDO� FKDQJHV� DIIHFWLQJ� WKH
GHYHORSLQJ�DQG�WUDQVLWLRQDO�HFRQRPLHV��WR�SURYLGH�D�IRUXP�IRU�WKH�DGYRFDF\�RI�SROLFLHV
OHDGLQJ�WR�UREXVW��HTXLWDEOH�DQG�HQYLURQPHQWDOO\�VXVWDLQDEOH�JURZWK��DQG� WR�SURPRWH
FDSDFLW\�VWUHQJWKHQLQJ�DQG�WUDLQLQJ�LQ�WKH�ILHOG�RI�HFRQRPLF�DQG�VRFLDO�SROLF\�PDNLQJ�
,WV� ZRUN� LV� FDUULHG� RXW� E\� VWDII� UHVHDUFKHUV� DQG� YLVLWLQJ� VFKRODUV� LQ� +HOVLQNL� DQG
WKURXJK�QHWZRUNV�RI�FROODERUDWLQJ�VFKRODUV�DQG�LQVWLWXWLRQV�DURXQG�WKH�ZRUOG�
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7KH�YLHZV�H[SUHVVHG�LQ�WKLV�SXEOLFDWLRQ�DUH�WKRVH�RI�WKH�DXWKRU�V���3XEOLFDWLRQ�GRHV�QRW�LPSO\
HQGRUVHPHQW�E\�WKH�,QVWLWXWH�RU�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\�RI�DQ\�RI�WKH�YLHZV�H[SUHVVHG�
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7DEOH�� 7UHQGV�LQ�KHDOWK�DQG�HGXFDWLRQ�RXWFRPHV�LQ�&HQWUDO�$VLDQ
WUDQVLWLRQ�HFRQRPLHV ��

7DEOH�� 7UHQGV�LQ�KHDOWK�DQG�HGXFDWLRQ�RXWFRPHV�LQ�(DVW�$VLDQ
WUDQVLWLRQ�HFRQRPLHV ��

7DEOH�$�� 5HDO�*'3�SHU�FDSLWD�IRU�ILYH�&HQWUDO�$VLDQ�WUDQVLWLRQ
HFRQRPLHV��,Q�ELOOLRQV�RI�QDWLRQDO�FXUUHQF\� ��

7DEOH�$�� 5HDO�*'3�SHU�FDSLWD�IRU�IRXU�(DVW�$VLDQ�WUDQVLWLRQ
HFRQRPLHV��,Q�ELOOLRQV�RI�QDWLRQDO�FXUUHQF\� ��

)LJXUH�� 5HDO�*'3�SHU�FDSLWD�LQ�&HQWUDO�$VLDQ�WUDQVLWLRQ�HFRQRPLHV �
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:H�ZRXOG�OLNH�WR�WKDQN�.DWKU\Q�$QGHUVRQ��%UDQNR�0LODQRYLF�DQG�'RPLQLTXH
YDQ�GH�:DOOH�IRU�FRPPHQWV��6XOHNKD�3DWHO�IRU�ORFDWLQJ�GDWD��DQG�'DQ�/HY\�IRU
UHVHDUFK�DVVLVWDQFH��7KH�ILQGLQJV�� LQWHUSUHWDWLRQV�DQG�FRQFOXVLRQV�H[SUHVVHG� LQ
WKLV�SDSHU�DUH�HQWLUHO\� WKRVH�RI� WKH�DXWKRUV��7KH\�GR�QRW� QHFHVVDULO\� UHSUHVHQW
WKH� YLHZV� RI� WKH�:RUOG� %DQN�� LWV� ([HFXWLYH� 'LUHFWRUV�� RU� WKH� FRXQWULHV� WKH\
UHSUHVHQW�
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7KLV�SDSHU�H[DPLQHV�WKH�LPSDFW�RI�WKH�WUDQVLWLRQ�WR�D�PDUNHW�HFRQRP\�RQ�KHDOWK
DQG�HGXFDWLRQ�RXWFRPHV�LQ�WUDQVLWLRQDO�$VLD��ZLWK�SDUWLFXODU�IRFXV�RQ�WKH�FDVH�RI
9LHWQDP�� $IWHU� H[DPLQLQJ� D� YDULHW\� RI� HPSLULFDO� HYLGHQFH�� VHYHUDO� OHVVRQV
HPHUJH��)LUVW��SURWHFWLQJ�DQG�LPSURYLQJ�KHDOWK�DQG�HGXFDWLRQ�RXWFRPHV�GHSHQGV
KHDYLO\� RQ� WKH� VXFFHVV� RI� HFRQRPLF� UHIRUPV� LQ� JHQHUDWLQJ� LQFRPH� JURZWK�
VWURQJ�HFRQRPLF�JURZWK�JHQHUDOO\�LQFUHDVHV�RXWFRPHV��6HFRQG��WKH�QDWXUH�RI�WKH
HFRQRP\�EHIRUH�WKH�UHIRUPV�KDV�DQ�LPSRUWDQW�UROH�LQ�GHWHUPLQLQJ�WKHLU�RYHUDOO
LPSDFW��7KLUG��VPDOO�VFDOH�H[SHULPHQWDWLRQ�RI�VSHFLILF�SROLFLHV�VKRXOG�EH�GRQH
EHIRUH� LPSOHPHQWLQJ� WKHP� RQ� D� ODUJHU� VFDOH�� )RXUWK�� JRYHUQPHQWV� QHHG� WR
GHYHORS�PHGLXP��WR�ORQJ�WHUP�SODQV�IRU�EOHQGLQJ�SXEOLF�DQG�SULYDWH�SURYLVLRQ
RI�KHDOWK�DQG�HGXFDWLRQ�VHUYLFHV��)LQDOO\��EHFDXVH�VRPH�JURXSV�ZLOO� LQHYLWDEO\
IDFH� VHULRXV� SUREOHPV�� LGHQWLI\LQJ� DQG� SURWHFWLQJ� YXOQHUDEOH� JURXSV� LV� DQ
LPSRUWDQW�WDVN�RI�WKH�JRYHUQPHQW�DIWHU�WKH�UHIRUPV�
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6LQFH� ������ DOPRVW� DOO� RI� WKH� FRXQWULHV� WKDW� KDG� RSHUDWHG� SODQQHG� HFRQRPLHV
KDYH� ODUJHO\� DEDQGRQHG� SODQQLQJ� DQG� VZLWFKHG� WR� PDUNHW� V\VWHPV�� 7KLV
WUDQVLWLRQ�IURP�D�SODQQHG�WR�D�PDUNHW�HFRQRP\�KDV�DIIHFWHG�WKH�OLYHV�RI�QHDUO\
����ELOOLRQ�SHRSOH��DQG�WKH�FRXQWULHV�LQYROYHG�DUH�RIWHQ�UHIHUUHG�WR�DV�
WUDQVLWLRQ
HFRQRPLHV
��7KH�H[SHULHQFH�LQ�(DVWHUQ�(XURSH�DQG�WKH�)RUPHU�6RYLHW�8QLRQ�KDV
EHHQ� TXLWH� GLIIHUHQW� IURP� WKH� H[SHULHQFH� LQ� (DVW� DQG� 6RXWKHDVW� $VLD�� ,Q
SDUWLFXODU�� PRVW� RI� WKH� IRUPHU� FRXQWULHV� VXIIHUHG� IURP� VKDUS� GURSV� LQ� UHDO
LQFRPH��ZKLOH� WKH� ODWWHU� FRXQWULHV� JHQHUDOO\� H[SHULHQFHG� VXEVWDQWLDO� HFRQRPLF
JURZWK�

(FRQRPLF� JURZWK� FDQ� OHDG� WR� VXEVWDQWLDO� UHGXFWLRQV� LQ� SRYHUW\� DQG
LPSURYHPHQWV� LQ� OLYLQJ� VWDQGDUGV�� EXW� WKHVH� FRQVHTXHQFHV� RI� JURZWK� DUH� QRW
QHFHVVDULO\�DXWRPDWLF��7KH�LPSDFW�RI�JURZWK�RQ�OLYLQJ�VWDQGDUGV�GHSHQGV�RQ����
KRZ�WKH�EHQHILWV�RI�JURZWK�DUH�GLVWULEXWHG�EHWZHHQ�SHRSOH��DQG�����WKH�H[WHQW�WR
ZKLFK� WKH�JURZWK� VXSSRUWV� VRFLDO� VHUYLFHV��7KXV� DQ� LPSRUWDQW� SROLF\�TXHVWLRQ
IRU�WKH�WUDQVLWLRQDO�HFRQRPLHV�LQ�$VLD�LV�ZKHWKHU�HFRQRPLF�JURZWK�KDV� LQGHHG
EHHQ�DFFRPSDQLHG�E\�UHGXFHG�SRYHUW\�DQG�KLJKHU�OLYLQJ�VWDQGDUGV��7KLV�SDSHU
IRFXVHV�RQ�WZR�DVSHFWV�RI�OLYLQJ�VWDQGDUGV�WKDW�DUH�QRW�DOZD\V�KLJKO\�FRUUHODWHG
ZLWK�HFRQRPLF�JURZWK��KHDOWK�DQG�HGXFDWLRQ��,Q�SDUWLFXODU�� WKLV�SDSHU�DQDO\]HV
KRZ� WKH� VZLWFK� IURP� D� SODQQHG� HFRQRP\� WR� D� PDUNHW� HFRQRP\� DPRQJ� WKH
WUDQVLWLRQDO�HFRQRPLHV�LQ�$VLD�DIIHFWHG�WKH�GHOLYHU\�RI�KHDOWK�FDUH�DQG�HGXFDWLRQ
VHUYLFHV�DQG��XOWLPDWHO\��WKH�KHDOWK�DQG�HGXFDWLRQ�VWDWXV�RI�WKH�SRSXODWLRQ��$IWHU
IUDPLQJ�WKH�LVVXHV�DQG�H[DPLQLQJ�UHFHQW�WUHQGV�LQ�KHDOWK�DQG�HGXFDWLRQ�LQ�WKHVH
FRXQWULHV��WKH�SDSHU�IRFXVHV�RQ�WKH�FDVH�RI�9LHWQDP��D�FRXQWU\�IRU�ZKLFK�WKHUH
DUH�DPSOH�GDWD�WR�H[DPLQH�WKHVH�LVVXHV�LQ�GHSWK�

7KLV� SDSHU� LV� RUJDQL]HG� DV� IROORZV�� 7KH� QH[W� VHFWLRQ� SURYLGHV� DQ� DQDO\WLFDO
IUDPHZRUN� IRU� WKLQNLQJ� DERXW� WKH� SRVVLEOH� LPSDFWV� RI� WKH� WUDQVLWLRQ� IURP� D
SODQQHG� HFRQRP\� WR� D�PDUNHW� HFRQRP\�� 6HFWLRQ� ,,,� ORRNV� DW� UHFHQW� WUHQGV� LQ
KHDOWK�DQG�HGXFDWLRQ�LQGLFDWRUV�IURP�VHYHUDO�$VLDQ�WUDQVLWLRQDO�HFRQRPLHV��ERWK
WKH�&HQWUDO�$VLDQ� HFRQRPLHV� RI� WKH�)RUPHU�6RYLHW�8QLRQ� DQG� WKH�(DVW�$VLDQ
HFRQRPLHV�� 7KH� UHPDLQLQJ� VHFWLRQV� IRFXV� RQ� WKH� FDVH� RI� 9LHWQDP�� ZLWK� RQO\
RFFDVLRQDO�UHIHUHQFH�WR�RWKHU�$VLDQ�WUDQVLWLRQDO�HFRQRPLHV��6HFWLRQ�,9�GHVFULEHV
9LHWQDP
V�HFRQRPLF�UHIRUPV�VLQFH�������6HFWLRQ�9�H[DPLQHV�KRZ�WKH�UHIRUPV
DIIHFWHG�XVH�RI�KHDOWK�VHUYLFHV�DQG��XOWLPDWHO\��KHDOWK�RXWFRPHV��DQG�6HFWLRQ�9,
GRHV�WKH�VDPH�IRU�HGXFDWLRQ��$�ILQDO�VHFWLRQ�FRQFOXGHV�WKH�SDSHU�
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7KH� KHDOWK� VWDWXV� DQG� HGXFDWLRQ� OHYHO� RI� DQ\� FRXQWU\
V� FLWL]HQV� DUH� JHQHUDOO\
GHWHUPLQHG�E\�WKH�DPRXQW�DQG�TXDOLW\�RI�KHDOWK�DQG�HGXFDWLRQ�VHUYLFHV��DQG�E\
WKH� XVH� WKDW� LQGLYLGXDOV�PDNH� RI� WKRVH� VHUYLFHV��� ,Q� D� PDUNHW� HFRQRP\�� ERWK
SXEOLF� UHYHQXHV� DQG� KRXVHKROG� LQFRPH� FDQ� DIIHFW� WKH� TXDQWLW\� DQG� TXDOLW\� RI
KHDOWK�DQG�HGXFDWLRQ� VHUYLFHV�DYDLODEOH�� DQG� WKH\�FDQ�DOVR�DIIHFW� WKH�H[WHQW� WR
ZKLFK�WKH\�DUH�XVHG��3XEOLF�UHVRXUFHV�DUH�RIWHQ�XVHG�WR�VXEVLGL]H�PDQ\�KHDOWK
DQG� HGXFDWLRQ� VHUYLFHV�� 2QH� MXVWLILFDWLRQ� IRU� WKHVH� VXEVLGLHV� LV� WKDW� PDQ\� RI
WKHVH� VHUYLFHV� KDYH� 
SRVLWLYH� H[WHUQDOLWLHV
� �L�H�� WKHLU� PDUJLQDO� VRFLDO� EHQHILW
H[FHHGV� WKHLU�PDUJLQDO�SULYDWH�EHQHILW���+HDOWK�DQG�HGXFDWLRQ�VHUYLFHV� WKDW�DUH
QRW� IXOO\� VXEVLGL]HG� E\� WKH� JRYHUQPHQW�PXVW� EH� ILQDQFHG�� DW� OHDVW� LQ� SDUW�� E\
KRXVHKROGV� RXW� RI� WKHLU� RZQ� LQFRPHV�� &RXQWULHV� ZLWK� KLJKHU� LQFRPHV� DUH
W\SLFDOO\� EHWWHU� DEOH� WR� VXEVLGL]H� KHDOWK� DQG� HGXFDWLRQ� VHUYLFHV� GXH� WR� WKHLU
ODUJHU� SHU� FDSLWD� EXGJHWV�� DQG� LQGLYLGXDOV� LQ� WKRVH� FRXQWULHV� DUH�� RQ� DYHUDJH�
PRUH� DEOH� WR� SD\� IRU� XQVXEVLGL]HG� RU� SDUWLDOO\� VXEVLGL]HG� VHUYLFHV��� 7KXV�� D
JURZLQJ� HFRQRP\� FDQ� SHUPLW� ERWK� SXEOLF� DQG� SULYDWH� ILQDQFLQJ� WR� H[SDQG�
ZKLFK� VKRXOG� OHDG� WR�PRUH�� DQG� EHWWHU� TXDOLW\�� KHDOWK� DQG� HGXFDWLRQ� VHUYLFHV�
+RZHYHU�� WUDQVIRUPLQJ� HFRQRPLF� JURZWK� LQWR� EHWWHU� KHDOWK� DQG� HGXFDWLRQ
RXWFRPHV� GHSHQGV� RQ� WKH� H[WHQW� WR� ZKLFK� JURZLQJ� SXEOLF� UHYHQXHV� DUH
WUDQVODWHG� LQWR�SXEOLF�H[SHQGLWXUHV�ZKLFK�DUH� IRFXVHG�RQ� WKHVH� VHFWRUV�� ,W� DOVR
GHSHQGV� RQ� KRZ� VXFFHVVIXOO\� WKH� UROHV� RI� WKH� SXEOLF� DQG� SULYDWH� VHFWRUV� DUH
FRRUGLQDWHG� DQG� FRPELQHG�� DQG� WKH� H[WHQW� WR� ZKLFK� JURZLQJ� SXEOLF� UHYHQXHV
OHDG�WR�LQFUHDVHG�SXEOLF�H[SHQGLWXUHV�RQ�KHDOWK�DQG�HGXFDWLRQ�VHUYLFHV�

7KH�$VLDQ�WUDQVLWLRQDO�HFRQRPLHV��SDUWLFXODUO\�WKRVH�LQ�(DVW�$VLD��KDG�YHU\�ORZ
LQFRPH�OHYHOV�EHIRUH�WKH\�EHJDQ�WKHLU�WUDQVLWLRQV�WR�D�PDUNHW�HFRQRP\��'HVSLWH
WKHLU�ORZ�LQFRPHV��PRVW�KDG�PDGH�LPSUHVVLYH�SURJUHVV�LQ�SXEOLF�KHDOWK��H�J��ORZ
LQIDQW� PRUWDOLW\� DQG� KLJK� OLIH� H[SHFWDQF\�� DQG� HGXFDWLRQ� �H�J�� KLJK� DGXOW
OLWHUDF\��� UHODWLYH� WR� PDUNHW�RULHQWHG� FRXQWULHV� DW� VLPLODU� OHYHOV� RI� HFRQRPLF
GHYHORSPHQW�� 7KLV� ZDV� GXH� WR� WKHLU� VWURQJ� HPSKDVLV� RQ� SXEOLF� SURYLVLRQ� RI
EDVLF� KHDOWK� FDUH� DQG� HGXFDWLRQ� �VHH�:RUOG� %DQN�� ����D��� $V� D� UHVXOW�� WKHVH

������������������������������������������
� +HDOWK�VHUYLFHV�LQFOXGH�ERWK�WKH�SURYLVLRQ�RI�PHGLFDO�VHUYLFHV�DQG� WKH�SURYLVLRQ�RI�QRQ�

PHGLFDO�VHUYLFHV�WKDW�KDYH�D�GLUHFW�HIIHFW�RQ�KHDOWK�VWDWXV��VXFK�DV�VDQLWDWLRQ�IDFLOLWLHV�DQG
DFFHVV�WR�SRWDEOH�ZDWHU�

� :H�VWLSXODWH�
RQ�DYHUDJH
�EHFDXVH�VRPH�LQGLYLGXDOV�RU�JURXSV�PD\�KDYH�ORZHU�LQFRPHV�LI�D
FRXQWU\
V�KLJKHU�LQFRPH�LV�DFFRPSDQLHG�E\�JUHDWHU�LQFRPH�LQHTXDOLW\�
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FRXQWULHV�HPEDUNHG�RQ�PDUNHW�RULHQWHG� UHIRUPV�ZLWK�D� VWURQJ�KXPDQ� UHVRXUFH
EDVH�

7KH�H[SHULHQFH�RI�(DVW�$VLDQ� WUDQVLWLRQDO�HFRQRPLHV� LV�SDUWLFXODUO\� LQWHUHVWLQJ
WR�VWXG\�JLYHQ�WKHLU�VRFLDOLVW�SDVWV�DQG�WKHLU�UHFHQW�UDSLG�HFRQRPLF�JURZWK��2Q
RQH�KDQG��WKH\�KDG�UHODWLYHO\�VWURQJ�VRFLDO�VHUYLFH�GHOLYHU\�SULRU�WR�WUDQVLWLRQ��VR
WKDW� UHGXFWLRQ�RI� WKH� JRYHUQPHQW
V� UROH� LQ� VHUYLFH� GHOLYHU\� DIWHU� WKH� WUDQVLWLRQ
FRXOG�KDYH�MHRSDUGL]HG�DFFHVV��2Q�WKH�RWKHU�KDQG�� UDSLG�HFRQRPLF�JURZWK�KDV
UHVXOWHG�LQ�ODUJHU�SHU�FDSLWD�JRYHUQPHQW�EXGJHWV�DQG�KLJKHU�KRXVHKROG�LQFRPH�
7KH�QHW�UHVXOW�RI�WKHVH�WZR�UHDOLWLHV�LQ�(DVW�$VLD�QHHGV�IXUWKHU�H[SORUDWLRQ�

%HIRUH� H[DPLQLQJ� WKH� H[SHULHQFH� RI� WKH� $VLDQ� WUDQVLWLRQDO� HFRQRPLHV� LQ� WKH
DUHDV� RI� KHDOWK� DQG� HGXFDWLRQ�� LW� LV� XVHIXO� WR� SURYLGH� D� JHQHUDO� IUDPHZRUN� WR
RUJDQL]H�WKH�GLVFXVVLRQ��7KH�UHVW�RI�WKLV�VHFWLRQ�SURYLGHV�VXFK�D�IUDPHZRUN�

,Q�JHQHUDO��WKH�PRVW�LPSRUWDQW�GHWHUPLQDQWV�RI�LQGLYLGXDO�KHDOWK�DQG�HGXFDWLRQ
RXWFRPHV�DUH����� ,QFRPH� OHYHOV�����3ULFHV�RI�KHDOWK� DQG� HGXFDWLRQ� VHUYLFHV�� ��
7KH�WLPH�FRVWV�RI�XVLQJ�KHDOWK�DQG�HGXFDWLRQ�VHUYLFHV�����7KH�TXDOLW\�RI�KHDOWK
DQG�HGXFDWLRQ�VHUYLFHV�����7KH�YDOXH�KRXVHKROGV�DQG�LQGLYLGXDOV�SODFH�RQ�KHDOWK
DQG� HGXFDWLRQDO� RXWFRPHV� IRU� WKHLU� RZQ� VDNH� �L�H�� LQGHSHQGHQW� RI� DQ\
UHPXQHUDWLYH�EHQHILWV������7KH�HFRQRPLF�YDOXH�WR�KRXVHKROGV�DQG�LQGLYLGXDOV�RI
KHDOWK�DQG�HGXFDWLRQ��DQG����*RYHUQPHQW�UHJXODWLRQV�UHTXLULQJ�WKH�XVH�RI�KHDOWK
DQG�HGXFDWLRQ�VHUYLFHV��&KDQJHV�LQ�HGXFDWLRQ�DQG�KHDOWK�RXWFRPHV��ZKHWKHU�GXH
WR� WKH� WUDQVLWLRQ� WR�D�PDUNHW� HFRQRP\�RU� DQ\�RWKHU� FDXVH�� FDQ� FRPH�DERXW� E\
FKDQJLQJ�RQH�RU�PRUH�RI� WKHVH�GHWHUPLQDQWV��)RU�H[DPSOH�� LQFUHDVHV� LQ�SXEOLF
H[SHQGLWXUHV�RQ�KHDOWK�FDUH�DQG�HGXFDWLRQ�FDQ�UHGXFH�SULFHV�DQG�WLPH�FRVWV�DQG
LQFUHDVH�WKH�TXDOLW\�RI�VHUYLFHV��7KLV�HQFRXUDJHV�JUHDWHU�XVH�RI� WKRVH�VHUYLFHV�
$OWKRXJK�PDQ\�RI�WKHVH�GHWHUPLQDQWV�DUH�VHOI�H[SODQDWRU\��LW�LV�XVHIXO�WR�UHYLHZ
WKHP�EULHIO\�

+RXVHKROG� LQFRPH� FOHDUO\� DIIHFWV� KHDOWK� DQG� HGXFDWLRQ� RXWFRPHV� LQ� PDUNHW
HFRQRPLHV� EHFDXVH� PDQ\� VHUYLFHV� DUH� QRW� SURYLGHG� IUHH� RI� FKDUJH�� (YHQ� LQ
SODQQHG�HFRQRPLHV�� LQFRPH�PD\�ZHOO�KDYH�DQ�HIIHFW� VLQFH�QRW�DOO� VHUYLFHV�DUH
IUHH��RU�HYHQ�LI�WKH\�DUH�IUHH�WKHUH�PD\�EH�WUDQVSRUWDWLRQ�RU�RWKHU�FRVWV�WR�REWDLQ
WKH�VHUYLFH��%RWK�KHDOWK�DQG�HGXFDWLRQ�RXWFRPHV�DUH�DOPRVW�DOZD\V�KLJKHU� IRU
ZHDOWKLHU� SHRSOH�� VLQFH� WKHLU� KLJKHU� LQFRPH� DOORZV� WKHP� WR� SXUFKDVH� PRUH
VHUYLFHV�

+LJKHU�SULFHV����ZLWK�TXDOLW\�RI�VHUYLFHV�KHOG�FRQVWDQW����KDYH�QHJDWLYH�HIIHFWV
RQ� XVH� RI� KHDOWK� DQG� HGXFDWLRQ� VHUYLFHV�� DQG� WKXV� RQ� KHDOWK� DQG� HGXFDWLRQ
RXWFRPHV��6WXGLHV�KDYH�VKRZQ�WKDW�GHPDQG�IRU�KHDOWK�FDUH�LV�VHQVLWLYH�WR�SULFH
DQG�WKDW�WKH�SULFH�HODVWLFLW\�RI�WKH�GHPDQG�IRU�PHGLFDO�FDUH�IDOOV�ZLWK�LQFRPH��VR
WKH�SRRU�DUH�PRUH�SULFH�VHQVLWLYH�WKDQ�WKH�EHWWHU�RII��*HUWOHU�DQG�9DQ�GHU�*DDJ�
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�������+ROGLQJ�SULFHV�FRQVWDQW��LQFUHDVHV�LQ�WKH�TXDOLW\�RI�KHDOWK�DQG�HGXFDWLRQ
VHUYLFHV� VKRXOG� LQFUHDVH� WKHLU� XWLOL]DWLRQ� �ZKLFK� LQ� WXUQ� VKRXOG� OHDG� WR
LPSURYHPHQWV� LQ� KHDOWK� DQG� HGXFDWLRQ� RXWFRPHV��� :KHQ� SULFHV� DQG� TXDOLW\
FKDQJH�VLPXOWDQHRXVO\�� LW� LV�YHU\�GLIILFXOW� WR�NQRZ�ZKDW�WKH�QHW�UHVXOW�ZLOO�EH�
)RU�H[DPSOH��LQ�D�FRQWUROOHG�ILHOG�H[SHULPHQW�LQ�&DPHURRQ�/LWYDFN�DQG�%RGDUW
������� GRFXPHQWHG� WKDW� FKDQJHV� LQ� TXDOLW\� PRUH� WKDQ� RIIVHW� WKH� LQFUHDVH� LQ
SULFHV�XQGHU�D�QHZ�XVHU�IHH�SROLF\��VR�WKDW�XWLOL]DWLRQ�RI�WKH�KHDOWK�FHQWHUV�URVH�
$�SDUWLFXODUO\�LQWHUHVWLQJ�ILQGLQJ�RI�WKLV�VWXG\�ZDV�WKDW�WKH�XVDJH�RI�UXUDO�KHDOWK
FHQWHUV� E\� WKH� SRRU� LQFUHDVHG� SURSRUWLRQDWHO\� PRUH� WKH� XVDJH� E\� ZHDOWKLHU
JURXSV� ZKHQ� XVHU� IHHV� ZHUH� LQWURGXFHG� DQG� UHYHQXHV� ZHUH� XVHG� WR� LPSURYH
TXDOLW\��GHVSLWH�WKH�IDFW�WKDW�WKH�SRRU�ZHUH�LQGHHG�PRUH�VHQVLWLYH�WR�SULFHV�WKDQ
WKH�EHWWHU�RII��7KLV�UHVXOW�LQGLFDWHV�WKDW�WKH�TXDOLW\�DGMXVWHG�SULFH�ZDV�GHFOLQLQJ
�GHVSLWH�KLJKHU�IHHV�DW�WKH�IDFLOLWLHV��DQG�WKLV�HOLFLWHG�D�SRVLWLYH�UHVSRQVH�DPRQJ
WKH�HQWLUH�SRSXODWLRQ��EXW�SDUWLFXODUO\�DPRQJ�WKH�SRRU��7KXV��SULFHV�DQG�TXDOLW\
RI� VHUYLFHV� PXVW� EH� FRQVLGHUHG� WRJHWKHU� ZKHQ� DVVHVVLQJ� WKHLU� LPSDFW� RQ
XWLOL]DWLRQ�RI�VHUYLFHV�

$QRWKHU�LQGLUHFW�FRVW�RI�XVLQJ�KHDOWK�DQG�HGXFDWLRQ�VHUYLFHV�LV�WKH�YDOXH�RI�WKH
WLPH� ORVW�E\� WKHLU�XVH�� ,QGLYLGXDOV� ORVH�ZDJHV�RU�VHOI�HPSOR\PHQW� LQFRPHV��RU
IRUHJR�RWKHU�DFWLYLWLHV�E\�XVLQJ�WKHVH�VHUYLFHV��WKH�KLJKHU�WKHLU�ZDJHV�RU�KRXUO\
LQFRPH� WKH�PRUH�H[SHQVLYH� LW�ZLOO�EH� WR�XVH� WKHP�� ,Q� WKLV� VHQVH�� WR� WKH�H[WHQW
WKDW� HFRQRPLF� JURZWK� UDLVHV� ZDJHV�� WKH� LQGLUHFW� FRVWV� RI� REWDLQLQJ� VHUYLFHV
LQFUHDVH� DQG� WKLV� FRXOG� KDYH� D� QHJDWLYH� HIIHFW� RQ� XWLOL]DWLRQ� RQ� VHUYLFHV�
DOWKRXJK� WKLV� HIIHFW� LV� OLNHO\� WR� EH� RXWZHLJKHG� E\� WKH� JHQHUDO� LQFRPH� HIIHFW
GLVFXVVHG�DERYH�

7KH�YDOXH�WKDW� LQGLYLGXDOV�DQG�KRXVHKROGV�SODFH�RQ�WKHLU�KHDOWK�DQG�HGXFDWLRQ
DOVR�SOD\V�D�UROH�LQ�WKH�XVH�RI�VHUYLFHV�DQG��XOWLPDWHO\��LQ�KHDOWK�DQG�HGXFDWLRQ
RXWFRPHV��9DOXHV�DUH�W\SLFDOO\�QRW�HDVLO\�FKDQJHG�E\�JRYHUQPHQW�SROLFLHV��EXW
LQIRUPDWLRQ�DQG�DZDUHQHVV�FDPSDLJQV�VXSSRUWHG�E\�WKH�JRYHUQPHQW�FRXOG�DOWHU
SHRSOH
V�YDOXHV���$�UHODWHG�FDXVDO�IDFWRU�LV�WKH�YDOXH�RI�HGXFDWLRQ�DQG�KHDOWK�LQ
WHUPV� RI� LQFRPH�� )RU� H[DPSOH�� LI� HFRQRPLF� JURZWK� LQFUHDVHV� UHWXUQV� WR
LQYHVWPHQWV� LQ� HGXFDWLRQ�� WKLV� VKRXOG� LQFUHDVH� WKH� GHPDQG� IRU� HGXFDWLRQ
VHUYLFHV� DQG�� HYHQWXDOO\�� WKH� RYHUDOO� OHYHO� RI� HGXFDWLRQ�� )LQDOO\�� JRYHUQPHQWV
PD\�PDQGDWH� XVH� RI� HGXFDWLRQ� DQG�RU� KHDOWK� VHUYLFHV� E\� WKH� SRSXODWLRQ�� DQG
FKDQJHV� LQ� WKHVH� UHTXLUHPHQWV� LQ� FRQQHFWLRQ� ZLWK� WKH� WUDQVLWLRQ� WR� D� PDUNHW
HFRQRP\�FRXOG�ZHOO�UHVXOW�LQ�FKDQJHV�LQ�WKH�XVH�RI�WKRVH�VHUYLFHV�

������������������������������������������
� 7KHUH� PD\� EH� VRPH� ZD\V� LQ� ZKLFK� JRYHUQPHQWV� FRXOG� FKDQJH� YDOXHV�� )RU� H[DPSOH�

HPSKDVLV�RQ� IHPDOH�HGXFDWLRQ�FRXOG�FKDQJH�YDOXHV� LQ� WKH� ORQJ� UXQ��PRUH�HGXFDWHG�JLUOV
PD\��ZKHQ�WKH\�EHFRPH�SDUHQWV��SODFH�JUHDWHU�HPSKDVLV�RQ�WKH�HGXFDWLRQ�RI�WKHLU�FKLOGUHQ�
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&RQVLGHU�QRZ�KRZ�WKH�WUDQVLWLRQ�IURP�D�SODQQHG�HFRQRP\�WR�D�PDUNHW�HFRQRP\
PD\� DIIHFW� WKHVH� GLIIHUHQW� GHWHUPLQDQWV� RI� WKH� XVH� RI� KHDOWK� DQG� HGXFDWLRQ
VHUYLFHV�� )LUVW�� HFRQRPLF� UHIRUPV� KDYH� DIIHFWHG� KRXVHKROGV
� LQFRPH� DQG� WKXV
WKHLU�DELOLW\� WR�SD\�GLUHFWO\� IRU� WKHVH�VHUYLFHV��7KH�H[SHULHQFH�RI�&HQWUDO�$VLD
KDV� EHHQ� VLPLODU� WR� WKDW� RI� (DVWHUQ� (XURSH� DQG� WKH� )RUPHU� 6RYLHW� 8QLRQ�
LQFRPHV� KDYH� GHFOLQHG� VXEVWDQWLDOO\��� ,Q� FRQWUDVW�� HFRQRPLF� UHIRUPV� LQ� (DVW
$VLD�KDYH�JHQHUDOO\�UDLVHG�DYHUDJH�LQFRPHV��7KH�PDMRULW\�RI�WKH�SRSXODWLRQ�LQ
(DVW� $VLDQ� WUDQVLWLRQ� HFRQRPLHV� ZDV� HQJDJHG� LQ� DJULFXOWXUDO� UDWKHU� WKDQ
LQGXVWULDO� DFWLYLWLHV�� VR� HFRQRPLF� OLEHUDOL]DWLRQ� DQG� VWDELOL]DWLRQ� EHQHILWHG� WKH
UXUDO�SRSXODWLRQ� WKURXJK�KLJKHU�SULFHV� UHFHLYHG� IRU� WKHLU�DJULFXOWXUDO�SURGXFWV�
$W�WKH�VDPH�WLPH��WKH�JHQHUDO�SRSXODWLRQ�LQ�(DVW�$VLD�ZDV�PXFK�OHVV�DIIHFWHG�E\
WKH� VWDWH� HQWHUSULVH� UHIRUPV� WKDW� UHVXOWHG� LQ� WKH� ORVV� RI� WKH� SULPDU\� VRXUFH� RI
LQFRPH�LQ�PDQ\�KRXVHKROGV�WKURXJKRXW�WUDQVLWLRQDO�(XURSH��)RU�H[DPSOH��DW�DQ
HDUO\�VWDJH�RI�UHIRUP�����SHU�FHQW�RI�ZRUNHUV�LQ�5XVVLD�ZHUH�HPSOR\HG�E\�VWDWH
HQWHUSULVHV��ZKLOH�WKH�FRPSDUDEOH�ILJXUH�IRU�9LHWQDP�ZDV�OHVV�WKDQ����SHU�FHQW
�:RUOG�%DQN��������

7KH� VHFRQG�PHFKDQLVP� E\�ZKLFK� WKH�PRYH� WR� D�PDUNHW� HFRQRP\�PD\� DIIHFW
KHDOWK� DQG� HGXFDWLRQ�RXWFRPHV� LV� WKURXJK� LQFUHDVHV� LQ� SULFHV� SDLG� GLUHFWO\� E\
KRXVHKROGV� IRU� KHDOWK� DQG� HGXFDWLRQ� VHUYLFHV�� ,Q� JHQHUDO�� LQFUHDVHG� SULFHV� DUH
PRUH� OLNHO\� LQ�FRXQWULHV�ZKHUH� WKH� WUDQVLWLRQ�KDV� OHG� WR�HFRQRPLF�FRQWUDFWLRQ�
EHFDXVH�WKH�JRYHUQPHQW�KDV�IHZHU�UHVRXUFHV�WR�VXEVLGL]H�SULFHV���,Q�FRXQWULHV�LQ
ZKLFK�WKH�WUDQVLWLRQ�KDV�OHDG�WR�KLJKHU�HFRQRPLF�JURZWK�WKHUH�LV�OHVV�SUHVVXUH�WR
LQFUHDVH�SULFHV�IRU�EXGJHWDU\�UHDVRQV��\HW� WKH�PRYH� WRZDUG�D�PDUNHW�HFRQRP\
JHQHUDOO\� LPSOLHV� VRPH� VKLIW� RI� SXEOLF� H[SHQGLWXUHV� ZLWKLQ� WKH� VRFLDO� VHFWRUV
WRZDUGV� VHUYLFHV� WKDW� KDYH� SXEOLF� JRRG� FKDUDFWHULVWLFV�� DQG� DW� OHDVW� VRPH
LQFUHDVHV�LQ�SULFHV�RI�KHDOWK�DQG�HGXFDWLRQ�VHUYLFHV�ZKRVH�EHQHILWV�DUH� ODUJHO\
SULYDWH��7KXV��LQ�ERWK�JURZLQJ�DQG�FRQWUDFWLQJ�WUDQVLWLRQ�HFRQRPLHV��WKH�SULFHV
KRXVHKROGV�SD\�IRU�KHDOWK�FDUH�DQG�HGXFDWLRQ�FDUH�RIWHQ�LQFUHDVH�

5HJDUGLQJ�WKH�WKLUG�PHFKDQLVP��WKHUH�DUH�VHYHUDO�ZD\V�LQ�ZKLFK�D�WUDQVLWLRQ�WR�D
PDUNHW� HFRQRP\� PD\� DIIHFW� WKH� WLPH� FRVWV� RI� XVLQJ� KHDOWK� DQG� HGXFDWLRQ
VHUYLFHV��6RPH�SXEOLFO\�VXEVLGL]HG�SURYLGHUV�PD\�FORVH��ZKLFK�ZRXOG�LQFUHDVH
WUDQVSRUWDWLRQ�FRVWV�IRU�DW�OHDVW�SDUW�RI�WKH�SRSXODWLRQ��2Q�WKH�RWKHU�KDQG��SULYDWH
VXSSOLHUV�PD\�ILOO�VRPH�H[LVWLQJ�JDSV��ORZHULQJ�WUDQVSRUWDWLRQ�FRVWV��,Q�DGGLWLRQ�
FKDQJHV� LQ� ZDJHV� DQG� KRXUO\� LQFRPH� IURP� VHOI�HPSOR\PHQW� ZLOO� FKDQJH� WKH
YDOXH�RI�HDFK�KRXU��LI�LQFRPHV�DUH�ULVLQJ�WKH�FRVW�ZLOO�LQFUHDVH��EXW�WKLV�QHJDWLYH

������������������������������������������
� 7KH�QH[W� VHFWLRQ�GRFXPHQWV� WKHVH� WUHQGV� IRU� ERWK� WKH�&HQWUDO�$VLDQ� DQG� WKH�(DVW�$VLDQ

WUDQVLWLRQ�HFRQRPLHV�
� 1RWH�WKDW�WKH�TXDOLW\�RI�VHUYLFHV�PD\�DOVR�GHFOLQH��VLQFH�WKLV�LV�RQH�ZD\�WR�PLQLPL]H�SULFH

LQFUHDVHV�
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HIIHFW�RQ� WKH�XVH�RI� VHUYLFHV�PD\�EH�RXWZHLJKHG�E\� WKH�RYHUDOO� LQFRPH�HIIHFW
GLVFXVVHG� DERYH�� $� ILQDO� DQG�PRUH� GLUHFW� DVSHFW� LV� WKDW� SULYDWL]DWLRQ� RI� VWDWH
ILUPV� PD\� UHVXOW� LQ� HPSOR\HHV� EHLQJ� OHVV� OLNHO\� WR� EH� SDLG� IRU� WLPH� VSHQW
REWDLQLQJ� KHDOWK� FDUH�� )RU� H[DPSOH�� LQ� UXUDO� DUHDV� XQGHU� WKH� SUHYLRXV
DJULFXOWXUDO� FRRSHUDWLYH� V\VWHP�ZRUNHUV� GLG� QRW� ORVH� LQFRPH�ZKHQ� WKH\� WRRN
WLPH�RII� WR� REWDLQ� KHDOWK� FDUH�� EXW� LQ� D�PDUNHW� HFRQRP\� UXUDO� KRXVHKROGV� DUH
JHQHUDOO\�VHOI�HPSOR\HG��VR�WKDW�WLPH�VSHQW�REWDLQLQJ�KHDOWK�FDUH�LPSOLHV�D�ORVV
LQ�LQFRPH�

$�IRXUWK�ZD\�LQ�ZKLFK�WKH�WUDQVLWLRQ�WR�D�PDUNHW�HFRQRP\�PD\�FKDQJH�WKH�XVH
RI�KHDOWK�DQG�HGXFDWLRQ�VHUYLFHV�LV�WKDW�WKH�TXDOLW\�RI�WKRVH�VHUYLFHV�PD\�FKDQJH
GXH�WR�FKDQJHV�LQ�WKH�OHYHO�RI�SXEOLF�H[SHQGLWXUHV�GLUHFWHG�WRZDUG�WKHVH�VHFWRUV�
,Q� DGGLWLRQ�� FKDQJHV� LQ� JRYHUQPHQW� SULRULWLHV� IRU� GLIIHUHQW� W\SHV� RI� VHUYLFHV
ZLWKLQ�HDFK�VHFWRU�ZLOO�OHDG�WR�FKDQJHV�LQ�WKH�TXDOLW\�RI�HDFK�W\SH�RI�VHUYLFH��,Q
FRXQWULHV�H[SHULHQFLQJ�QHJDWLYH�HFRQRPLF�JURZWK��RYHUDOO�TXDOLW\�PD\�GHFOLQH
UDSLGO\� GXH� WR� JRYHUQPHQW� EXGJHWDU\� FRQVWUDLQWV��ZKLOH� LQ� FRXQWULHV� HQMR\LQJ
VXEVWDQWLDO�JURZWK�JRYHUQPHQWV�PD\�ZHOO�EH�DEOH� WR� LPSURYH�TXDOLW\��)LQDOO\�
GHSHQGLQJ� RQ� EXGJHWDU\� DOORFDWLRQV� DQG� VHFWRUDO� VWUDWHJLHV�� DOORZLQJ� SULYDWH
SURYLGHUV� WR� RIIHU� VHUYLFHV� FRXOG� LQFUHDVH� TXDOLW\�� EXW� DOPRVW� FHUWDLQO\� DW� D
KLJKHU�SULFH�WKDQ�SUHYLRXVO\�

,W� LV�QRW�FOHDU� WKDW�VZLWFKLQJ� WR�D�PDUNHW�HFRQRP\�ZLOO�FKDQJH� WKH�YDOXHV� WKDW
KRXVHKROGV� DQG� LQGLYLGXDOV� SODFH� RQ� KHDOWK� DQG� HGXFDWLRQ�� ,QIRUPDWLRQ� DQG
DZDUHQHVV� FDPSDLJQV� QHHG� QRW� EH� DOWHUHG� E\� WKLV� VZLWFK�� ZLWK� WKH� SRVVLEOH
H[FHSWLRQ�WKDW�DQ�HFRQRPLF�FRQWUDFWLRQ�ZLOO�UHGXFH�JRYHUQPHQW�IXQGV�DYDLODEOH
WR� ILQDQFH� VXFK� FDPSDLJQV��2Q� WKH� RWKHU� KDQG�� VFDUFH� UHVRXUFHV� DQG� D� VWURQJ
VHQVH�RI�SXEOLF�ZHOIDUH�PD\�KDYH� OHDG�VRFLDOLVW�FRXQWULHV� WR�HPSKDVL]H�SXEOLF
KHDOWK�DQG�EDVLF�OLWHUDF\�LQ�SUHYLRXV�\HDUV��DQG�WKH�FKDQJHV�EURXJKW�DERXW�E\�D
PDUNHW�HFRQRP\�PD\�GLVWUDFW� IURP� WKLV�SUHYLRXV�FRPPLWPHQW��&KDQJHV� LQ� WKH
HFRQRP\�PD\�DOVR�UHVXOW�LQ�D�KLJKHU�ILQDQFLDO�EHQHILW�IRU�KHDOWK�DQG�HGXFDWLRQ�
SDUWLFXODUO\� IRU� WKH� ODWWHU�� 6RFLDOLVW� HFRQRPLHV� RIWHQ� KDG� ZDJH� VWUXFWXUHV� WKDW
FRPSUHVVHG�ZDJH� GLIIHUHQFHV� LQ� RUGHU� WR� SURPRWH� HTXDOLW\�� EXW� WKHVH� SROLFLHV
DOVR� UHGXFHG� WKH� SULYDWH� LQFHQWLYH� WR� LQYHVW� LQ� HGXFDWLRQ�� 5HPRYDO� RI
UHVWULFWLRQV� RQ�ZDJHV� FRXOG� OHDG� WR� LQFUHDVHG� XVH� RI� HGXFDWLRQ� VHUYLFHV� LI� WKH
HFRQRP\� H[SHULHQFHV� KLJK� HFRQRPLF� JURZWK� DQG� WKDW� JURZWK� UHVXOWV� LQ
LQFUHDVHG�UHWXUQV�WR�HGXFDWLRQ�LQ�WKH�ODERU�PDUNHW�

)LQDOO\��VRPH�VRFLDOLVW�JRYHUQPHQWV�VWURQJO\�HQIRUFHG�XVH�RI�HGXFDWLRQ�DQG��WR�D
OHVVHU� H[WHQW�� EDVLF� KHDOWK� VHUYLFHV�� 5HPRYLQJ� VXFK� UHTXLUHPHQWV�PD\� UHGXFH
WKHLU�DFTXLVLWLRQ�E\�LQGLYLGXDOV��DQG�HYHQ�LI�WKH\�DUH�QRW�RIILFLDOO\�UHPRYHG�WKH\
PD\�EH�OHVV�VWURQJO\�HQIRUFHG�
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$Q� LPSRUWDQW� OHVVRQ� WR� GUDZ� IURP� WKLV� GLVFXVVLRQ� LV� WKDW� WKH� VXFFHVV� RI� D
WUDQVLWLRQ�WR�D�PDUNHW�HFRQRP\�LQ�JHQHUDWLQJ�HFRQRPLF�JURZWK�ZLOO�KDYH�PDMRU
LPSOLFDWLRQV�IRU�KHDOWK�DQG�HGXFDWLRQ�RXWFRPHV�� ,I� LQFRPHV�GHFOLQH�RYHU� WLPH�
ERWK� SXEOLF� DQG� KRXVHKROG� UHVRXUFHV� WR� VXSSRUW� KHDOWK� DQG� HGXFDWLRQ� ZLOO
GHFUHDVH�� *RYHUQPHQW� EXGJHW� FRQVWUDLQWV� ZLOO� JHQHUDOO\� OHDG� WR� KLJKHU� SULFHV
DQG� UHGXFHG� TXDOLW\�� VR� WKDW� XVH� RI� VHUYLFHV�� DQG� XOWLPDWHO\� RXWFRPHV�� ZLOO
GHFOLQH�� 2Q� WKH� RWKHU� KDQG�� VXEVWDQWLDO� LQFUHDVHV� LQ� LQFRPH� ZLOO� DOORZ
KRXVHKROGV�WR�SXUFKDVH�KHDOWK�DQG�HGXFDWLRQ�VHUYLFHV�LQ�WKH�SULYDWH�PDUNHW��DQG
DW� WKH� VDPH� WLPH� ZLOO� HQDEOH� JRYHUQPHQWV� ��� VKRXOG� WKH\� VR� FKRRVH� ��� WR
VXEVLGL]H�DW� OHDVW� VRPH�VHUYLFHV�� DV�ZHOO� DV�PDLQWDLQ�RU� LPSURYH� WKHLU� TXDOLW\�
7KXV� WKH� LQWHUHVWLQJ� TXHVWLRQ� LV�� )RU� WKRVH� WUDQVLWLRQ� HFRQRPLHV� WKDW� KDYH
H[SHULHQFHG�VXEVWDQWLDO�HFRQRPLF�JURZWK��WKH�(DVW�$VLDQ�WUDQVLWLRQ�HFRQRPLHV�
KRZ�KDYH�KHDOWK�DQG�HGXFDWLRQ�RXWFRPHV�FKDQJHG�GXULQJ�WKH�WUDQVLWLRQ"

:KLOH�HFRQRPLF�JURZWK�SOD\V�D�NH\� UROH�� LW� LV�QRW� WKH�RQO\� WKLQJ� WKDW�PDWWHUV�
,QGHHG��DGGLWLRQDO�SXEOLF�DQG�SULYDWH�H[SHQGLWXUHV�RQ�KHDOWK�DQG�HGXFDWLRQ�PD\
QRW� WUDQVODWH� LQWR� EHWWHU� RXWFRPHV�� D� GHWHULRUDWLRQ� LQ� KHDOWK� VWDWXV� DQG
HGXFDWLRQDO� DWWDLQPHQW� LV� SRVVLEOH� LI� WKH� JRYHUQPHQW� GRHV� QRW� WDNH� VWHSV� WR
FRRUGLQDWH�DQG�UDWLRQDOL]H�WKH�SURYLVLRQ�RI�VHUYLFHV�DFURVV�WKH�SXEOLF�DQG�SULYDWH
VHFWRUV��*RYHUQPHQWV�PXVW�GHFLGH�WKH�H[WHQW�WR�ZKLFK�WKH\�VKRXOG�SURYLGH��RU�DW
OHDVW�VXEVLGL]H��GLIIHUHQW�W\SHV�RI�KHDOWK�DQG�HGXFDWLRQ�VHUYLFHV��7KH\�PXVW�DOVR
GHYHORS� UHJXODWLRQV� IRU� SULYDWH� SURYLGHUV� RI� WKHVH� VHUYLFHV�� 5LVLQJ� SXEOLF
UHYHQXHV� DQG� SULYDWH� LQFRPHV� UHSUHVHQW� D� UHDO� RSSRUWXQLW\� WR� LPSURYH� VRFLDO
VHUYLFH�GHOLYHU\��<HW�WKH�DSSURSULDWH�UROH�IRU�WKH�JRYHUQPHQW�LV�QRW�DOZD\V�FOHDU�
'HILQLQJ�WKH�JRYHUQPHQW
V�UROH��DQG�GHYHORSLQJ�WKH�FDSDFLW\�WR�H[HFXWH�LW�ZHOO�
DUH�FKDOOHQJHV�IRU�DOO� WUDQVLWLRQ�HFRQRPLHV��ERWK� LQ�$VLD�DQG� LQ� WKH�UHVW�RI� WKH
ZRUOG�

7KLV�VHFWLRQ�KDV�SURYLGHG�D�XVHIXO�IUDPHZRUN�IRU�WKLQNLQJ�DERXW�WKH�LPSDFW�RI
WKH� WUDQVLWLRQ� IURP� D� SODQQHG� WR� D� PDUNHW� HFRQRP\� RQ� KHDOWK� DQG� HGXFDWLRQ
RXWFRPHV�� 7KH� IROORZLQJ� VHFWLRQ� EULHIO\� H[DPLQHV� WKH� H[SHULHQFH� LQ� ERWK� WKH
&HQWUDO�DQG�(DVW�$VLDQ�HFRQRPLHV��$OWKRXJK�WKH�GDWD�DUH�VRPHWLPHV�VNHWFK\��D
FOHDU�GLIIHUHQFH�HPHUJHV�EHWZHHQ�WKHVH�WZR�VHWV�RI�WUDQVLWLRQDO�HFRQRPLHV�

,,,���5(&(17�75(1'6�,1�+($/7+�$1'�('8&$7,21�287&20(6
,1�$6,$1�75$16,7,21�(&2120,(6

7KHUH�DUH�QLQH�FRXQWULHV�WKDW�FDQ�EH�FODVVLILHG�DV�$VLDQ�WUDQVLWLRQDO�HFRQRPLHV�
2I�WKHVH��IRXU�DUH�QDWLRQV�WKDW�EHFDPH�LQGHSHQGHQW�XSRQ�WKH�GLVVROXWLRQ�RI�WKH
6RYLHW� 8QLRQ� LQ� ������ .D]DNVWDQ�� WKH� .\UJ\]� 5HSXEOLF�� 7XUNPHQLVWDQ� DQG
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8]EHNLVWDQ��$�ILIWK��0RQJROLD��KDV�DQ�HFRQRPLF�KHULWDJH�VLPLODU�WR�WKDW�RI� WKH
IRXU� IRUPHU� 6RYLHW� 5HSXEOLFV�� 7KHVH� ILYH� QDWLRQV� FRPSULVH� WKH� ILYH� &HQWUDO
$VLDQ� WUDQVLWLRQDO�HFRQRPLHV��7KH�RWKHU� IRXU�$VLDQ� WUDQVLWLRQDO�HFRQRPLHV�DUH
LQ� (DVW� RU� 6RXWKHDVW� $VLD�� &KLQD�� &DPERGLD�� /DRV� DQG� 9LHWQDP�� *HQHUDOO\
VSHDNLQJ��WKH�WUDQVLWLRQ�EHJDQ�LQ�WKH�ILYH�&HQWUDO�$VLDQ�UHSXEOLFV�LQ�DERXW������
7KH� WUDQVLWLRQ� EHJDQ� DW� GLIIHUHQW� WLPHV� LQ� (DVW� $VLD�� DERXW� ����� LQ� &KLQD�
DURXQG������LQ�ERWK�/DRV�DQG�9LHWQDP�EHJDQ��DQG�DERXW������LQ�&DPERGLD�

)LJXUH���SURYLGHV�GDWD�RQ�*'3�SHU�FDSLWD�LQ�WKH�ILYH�&HQWUDO�$VLDQ�WUDQVLWLRQDO
HFRQRPLHV�IURP������WR�������)RU�HDFK�FRXQWU\��*'3�SHU�FDSLWD�LV�GLVSOD\HG�DV
DQ�LQGH[��ZLWK������VHW�HTXDO�WR������WKH�DFWXDO�ILJXUHV�DUH�JLYHQ�LQ�7DEOH�$��
LQ�WKH�DSSHQGL[���$OO�ILYH�FRXQWULHV�VKRZ�VWHDG\�HFRQRPLF�JURZWK�IURP������WR
DERXW�������DIWHU�ZKLFK�*'3�SHU�FDSLWD�EHJDQ�WR�IDOO� LQ�DOO�FRXQWULHV��$OO�ILYH
&HQWUDO� $VLDQ� WUDQVLWLRQ� HFRQRPLHV� H[SHULHQFHG� UDSLG� GHFOLQHV� LQ� *'3� SHU
FDSLWD�LQ�WKH�HDUO\�����
V��0RQJROLD�ZDV�WKH�ILUVW�FRXQWU\�WR�KDOW�WKLV�GRZQZDUG
WUHQG�� LWV� *'3� SHU� FDSLWD� ERWWRPHG� RXW� LQ� DERXW� ����� DQG� KDV� VLQFH� VKRZQ
PRGHVW� LQFUHDVHV�� 2I� WKH� RWKHU� IRXU� &HQWUDO� $VLDQ� HFRQRPLHV�� 8]EHNLVWDQ
V
GRZQZDUG�VOLGH�ZDV�WKH�OHDVW�VWHHS��EXW�DV�RI������LWV�*'3�SHU�FDSLWD�ZDV�VWLOO
IDOOLQJ��7KH�RWKHU� WKUHH�&HQWUDO�$VLDQ�HFRQRPLHV�H[SHULHQFHG�VWHHSHU�GHFOLQHV
LQ�*'3�SHU�FDSLWD�LQ�WKH�����
V��EXW�WKH�GHFOLQHV�RI�WKHVH�FRXQWULHV�DOO�DSSHDU�WR
KDYH� ERWWRPHG� RXW� E\� ������ +RZHYHU�� WKHLU� SRVLWLRQV� LQ� ����� ZHUH� YHU\� IDU
EHORZ�ZKHUH�WKH\�VWRRG�ZKHQ�WKH�WUDQVLWLRQ�EHJDQ��ZLWK�*'3�SHU�FDSLWD�DERXW
RQH�KDOI�RI�WKH�OHYHOV�SUHYDLOLQJ�LQ������

7KH�GHFOLQHV� LQ�*'3�SHU�FDSLWD� VKRZQ� LQ�)LJXUH��� IRU� WKH� ILYH�&HQWUDO�$VLDQ
WUDQVLWLRQDO�HFRQRPLHV�DUH�EDVHG�RQ�OHVV�WKDQ�LGHDO�GDWD��EXW�QR�RQH�GHQLHV�WKDW
LQFRPHV� KDYH� GHFOLQHG� VXEVWDQWLDOO\� LQ� HDFK� RI� WKHVH� FRXQWULHV�� *LYHQ� WKH
GLVFXVVLRQ�RI�WKH�SUHYLRXV�VHFWLRQ��RQH�ZRXOG�QRW�H[SHFW�WR�VHH�LPSURYHPHQWV�LQ
KHDOWK�DQG�HGXFDWLRQ�RXWFRPHV��DQG�RQH�PD\�HYHQ�VHH�GHFOLQHV��'DWD�DUH�IDLUO\
VNHWFK\� RQ� ERWK� WRSLFV�� SDUWLFXODUO\� RQ� HGXFDWLRQ�� 7DEOH� �� SURYLGHV� WKH� PRVW
UHFHQW�HVWLPDWHV�DYDLODEOH��,W�VKRZV�LQIDQW�PRUWDOLW\�UDWHV�IRU�DOO� ILYH�FRXQWULHV
IURP� ����� WR� ������ DQG� LW� VKRZV� VHFRQGDU\� VFKRRO� HQUROOPHQW� UDWHV� IRU
0RQJROLD�DORQH�

7KH�IRXU�IRUPHU�6RYLHW�FRXQWULHV�H[SHULHQFHG�LPSURYHPHQWV�LQ�LQIDQW�PRUWDOLW\
LQ�WKH�ODWWHU�����
V�ZKLFK�FDPH�WR�D�KDOW�LQ�WKH�HDUO\�����
V�ZKHQ�WKH�FRXQWULHV
HPEDUNHG� RQ� WKHLU� WUDQVLWLRQ� WR� D� PDUNHW� HFRQRP\�� .D]DNVWDQ�� WKH� .\UJ\]
5HSXEOLF� DQG�8]EHNLVWDQ�� VKRZ� GURSV� LQ� LQIDQW�PRUWDOLW\� IURP� ����� WR� �����
+RZHYHU�� WKHVH� VWHDG\� LPSURYHPHQWV�KDOWHG�� DQG�ZHUH� HYHQ� UHYHUVHG� LQ� VRPH
FDVHV�� EHJLQQLQJ� LQ� ������8]EHNLVWDQ� VKRZV� VRPH� LPSURYHPHQW� EHJLQQLQJ� LQ
������ EXW�.D]DNVWDQ� DQG� WKH�.\UJ\]�5HSXEOLF� VKRZHG�YLUWXDOO\� QR� FKDQJH� LQ
LQIDQW�PRUDOLW\� UDWHV� IURP������ WR�������7KH�GDWD� IURP�7XUNPHQLVWDQ� VKRZ�D



��

ODUJH� GURS� LQ� LQIDQW� PRUWDOLW\� IURP� ����� WR� ������ ZKLFK� PD\� UHIOHFW� DQ
RYHUHVWLPDWH� LQ� ����� �QRWH� WKDW� WKLV� ILJXUH� LV� HYHQ� KLJKHU� WKDQ� WKH� ILJXUH� IRU
�������<HW�7XUNPHQLVWDQ
V�SHUIRUPDQFH�IURP������WR������LV�WKH�VDPH�DV�WKDW�LQ
.D]DNVWDQ�DQG�WKH�.\UJ\]�5HSXEOLF��QR�LPSURYHPHQW�LQ�LQIDQW�PRUWDOLW\�UDWHV�
2YHUDOO�� LQ� WKHVH� IRXU� IRUPHU� 6RYLHW� UHSXEOLFV� WKH� ODFN� RI� UHGXFWLRQ� LQ� LQIDQW
PRUWDOLW\�UDWHV�LV�QRW�VXUSULVLQJ�JLYHQ�WKHLU�GLVPDO�HFRQRPLF�SHUIRUPDQFH�LQ�WKH
HDUO\� ����
V�� :KLOH�� LQ� SULQFLSOH�� FKDQJHV� LQ� KHDOWK� SROLFLHV� FRXOG� KDYH
LPSURYHG� WKH� HIIHFWLYHQHVV� RI� SXEOLF� KHDOWK� H[SHQGLWXUHV�� WKH� ODFN� RI
LPSURYHPHQW� VXJJHVWV� WKDW� QR� PDMRU� VXFFHVVIXO� FKDQJHV� DORQJ� WKHVH� OLQHV
RFFXUUHG��7KHVH�ILJXUHV�VXSSRUW�WKH�K\SRWKHVLV�WKDW�WKH�PRYH�IURP�D�SODQQHG�WR
D� PDUNHW� HFRQRP\� LQ� WKHVH� FRXQWULHV� OHG� WR� VWDJQDWLRQ� LQ� KHDOWK� RXWFRPHV�
8QIRUWXQDWHO\��WKHUH�DUH�QR�GDWD�RQ�HGXFDWLRQ�RXWFRPHV�IRU�WKHVH�FRXQWULHV�RYHU
WKLV�WLPH�SHULRG�

:KHUHDV�WKH�HYLGHQFH�RQ�KHDOWK�RXWFRPHV�IRU�0RQJROLD�LV�QRW�YHU\�FOHDU�GXH�WR
PLVVLQJ�GDWD���0RQJROLD�LV� WKH�RQO\�&HQWUDO�$VLDQ� WUDQVLWLRQ�HFRQRP\�WR�KDYH
DQ� LQGLFDWRU� RI� HGXFDWLRQ� RXWFRPHV� WKDW� VSDQV� D� VL]HDEOH� OHQJWK� RI� WLPH�
0RQJROLD
V� VHFRQGDU\� VFKRRO� JURVV� HQUROOPHQW� UDWH� ZDV� ��� SHU� FHQW� LQ� �����
DERXW� WKH� WLPH� LWV� HFRQRP\�EHJDQ� WR� IDOWHU��7KLV� UDWH�GURSSHG�VWHDGLO\�XQWLO� LW
UHDFKHG� ��� SHU� FHQW� LQ� ������ DIWHU� ZKLFK� LV� VKRZHG� D� PRGHVW� LQFUHDVH�� 7KLV
SDWWHUQ�LQ�VHFRQGDU\�VFKRRO�HQUROOPHQW�UDWHV�FORVHO\�IROORZV�LWV�FKDQJH�LQ�*'3
SHU� FDSLWD�� ZKLFK� VXJJHVWV� WKDW� HGXFDWLRQ� RXWFRPHV� LQ� 0RQJROLD� HFKRHG� WKH
GHFOLQH�LQ�LQFRPH�WKDW�DFFRPSDQLHG�LWV�WUDQVLWLRQ�WR�D�PDUNHW�HFRQRP\�

2YHUDOO�� WKH� SHUIRUPDQFH� LQ� KHDOWK� DQG� HGXFDWLRQ� LQ� WKH� ILYH� &HQWUDO� $VLDQ
WUDQVLWLRQ�HFRQRPLHV�LV�TXLWH�VREHULQJ��$V�LQFRPHV�EHJDQ�WR�GURS��SDVW�SURJUHVV
LQ�UHGXFLQJ�LQIDQW�PRUWDOLW\�KDOWHG��DQG�LQ�WKH�RQH�FRXQWU\�IRU�ZKLFK�HGXFDWLRQ
GDWD� DUH� DYDLODEOH�� GURSV� LQ� LQFRPH� ZHUH� DFFRPSDQLHG� E\� UHGXFHG� VFKRRO
HQUROOPHQW��:KLOH�VREHULQJ��WKLV�SHUIRUPDQFH�LV�QRW�VXUSULVLQJ�JLYHQ�WKH�OLQH�RI
UHDVRQLQJ� SUHVHQWHG� LQ� 6HFWLRQ� ,,�� GHFOLQLQJ� LQFRPHV� UHGXFH� WKH� DELOLW\� RI
KRXVHKROGV�WR�SD\�IRU�HGXFDWLRQ��DQG�DW�WKH�VDPH�WLPH�UHGXFH�WKH�JRYHUQPHQW
V
DELOLW\� WR� PDLQWDLQ� WKHVH� VHUYLFHV�� 7KH� PRUH� LQWHUHVWLQJ� TXHVWLRQ� LV� ZKDW
KDSSHQHG�LQ�WKH�IRXU�(DVW�$VLDQ�HFRQRPLHV��7KLV�LVVXH�ZLOO�EH�DGGUHVVHG�LQ�WKH
UHPDLQGHU�RI�WKLV�VHFWLRQ�

������������������������������������������
� 7KH� LQIDQW� PRUWDOLW\� GDWD� IRU� 0RQJROLD� DUH� OHVV� LQIRUPDWLYH�� 7KDW� FRXQWU\� H[SHULHQFHG

GHFOLQLQJ�*'3�SHU�FDSLWD�IURP������WR�������EXW�LQIDQW�PRUWDOLW\�GDWD�DUH�RQO\�DYDLODEOH�LQ
�����DQG� WKHQ�IURP������WR�������7KHUH�ZHUH�GHFOLQHV� LQ� LQIDQW�PRUWDOLW\�IURP������ WR
������EXW�VLQFH�WKH�HFRQRP\�EHJDQ�WR�LPSURYH�LQ������WKHUH�DSSHDUV�WR�EH�OLWWOH�FKDQJH��DW
OHDVW�XS�WR������
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)LJXUH���SURYLGHV�GDWD� IURP������ WR������RQ� UHDO�*'3�SHU�FDSLWD� LQ� WKH� IRXU
(DVW�$VLDQ�WUDQVLWLRQ�HFRQRPLHV��&KLQD��&DPERGLD��/DRV�DQG�9LHWQDP��7KH�GDWD
DUH� DUUDQJHG� VR� WKDW� ������ WKH� \HDU� WKDW� UHIRUPV� EHJDQ� LQ� ERWK� /DRV� DQG
9LHWQDP��HTXDOV������WKH�DFWXDO�ILJXUHV�DUH�JLYHQ�LQ�7DEOH�$���LQ�WKH�DSSHQGL[�
%HIRUH�H[DPLQLQJ� WKH�GDWD� LQ�GHWDLO�� LW� VKRXOG�EH�SRLQWHG�RXW� WKDW� WKH�GDWD� IRU
&DPERGLD� DUH� H[WUHPHO\� WHQWDWLYH�� WKH� ORQJ�UXQQLQJ� EDWWOH� EHWZHHQ� WKH
JRYHUQPHQW�DQG�WKH�.KPHU�5RXJH�LQVXUJHQWV�QRW�RQO\�OHDGV�WR�XQUHOLDEOH�GDWD
EXW�DOVR�PDNHV�&DPERGLD�D�FRPSOLFDWHG�FDVH�IRU�GUDZLQJ�LQIHUHQFHV�UHJDUGLQJ
HFRQRPLF� SROLF\�� 7KXV� WKH� GLVFXVVLRQ� EHORZ� ZLOO� IRFXV� SULPDULO\� RQ� &KLQD�
/DRV�DQG�9LHWQDP�

&KLQD
V� HFRQRPLF� JURZWK� VLQFH� LWV� DGRSWLRQ� RI� PDUNHW� UHIRUPV� EHJDQ� DURXQG
�����KDV�EHHQ�SKHQRPHQDO����DQ�DYHUDJH�DQQXDO�JURZWK�UDWH�RI����SHU�FHQW�OHG
UHDO� *'3� SHU� FDSLWD� WR� EH� QHDUO\� IRXU� WLPHV� KLJKHU� LQ� ����� WKDQ� LQ� �����
9LHWQDP� GLVSOD\HG� WKH� QH[W� KLJKHVW� SHUIRUPDQFH� ��� LQ� WKH� WHQ� \HDUV� VLQFH� WKH
UHIRUPV� ZHUH� DGRSWHG� LQ� ������ DYHUDJH� DQQXDO� JURZWK� UDWHV� RI� �� SHU� FHQW
UHVXOWHG�LQ�D�OHYHO�RI�UHDO�*'3�SHU�FDSLWD�WKDW�ZDV����SHU�FHQW�KLJKHU�E\������
7KH�SHUIRUPDQFH�RI�/DRV� LV� OHVV� VSHFWDFXODU�� EXW� LWV� LQFUHDVH� LQ� UHDO�*'3�SHU
FDSLWD� RI� ��� SHU� FHQW� RYHU� WHQ� \HDUV� ZRXOG� EH� WKH� HQY\� RI� PRVW� GHYHORSLQJ
QDWLRQV��&DPERGLD
V�HFRQRPLF�SHUIRUPDQFH�LV�VLPLODU�WR�WKDW�RI�/DRV��ZLWK�UHDO
*'3�SHU�FDSLWD�ULVLQJ�E\����SHU�FHQW�RYHU�VHYHQ�\HDUV�

7KH�HQYLDEOH�SHUIRUPDQFHV�RI�WKHVH�(DVW�$VLDQ�WUDQVLWLRQ�HFRQRPLHV�LQ�WHUPV�RI
HFRQRPLF�JURZWK�VXJJHVW�WKDW�WKHLU�WUDQVLWLRQ�H[SHULHQFHV�GLIIHUHG�GUDPDWLFDOO\
IURP� WKRVH� RI� &HQWUDO� $VLD�� DQG� WKHUHIRUH� WKHLU� H[SHULHQFH� ZLWK� KHDOWK� DQG
HGXFDWLRQ� PD\� KDYH� GLIIHUHG� DV� ZHOO�� 7KH� HYLGHQFH� RQ� WKLV� LV� SUHVHQWHG� LQ
7DEOH���� ,Q� WKH� HDUO\� \HDUV� RI� &KLQD
V� WUDQVLWLRQ� LQIDQW� PRUWDOLW\� UDWHV� ZHUH
URXJKO\�VWHDG\��EXW�E\� WKH�HDUO\�����
V� WKH\�ZHUH�VXEVWDQWLDOO\� ORZHU� WKDQ� WKH
UDWHV� WKDW� SUHYDLOHG� LQ� WKH� HDUO\� WR� PLG� ����
V��� 7KH� ODFN� RI� SURJUHVV� LQ� WKH
����
V�PD\� UHIOHFW� SXEOLF� VSHQGLQJ� SULRULWLHV�� ZKLOH� WRWDO� KHDOWK� H[SHQGLWXUHV
DQG� WKH� JRYHUQPHQW
V� KHDOWK� EXGJHW� JUHZ� FRQVLGHUDEO\� IDVWHU� WKDQ� *'3�
UHVRXUFHV�DYDLODEOH� IRU�SXEOLF�KHDOWK�PHDVXUHV� VXFK�DV�GLVHDVH�SUHYHQWLRQ�DQG
KHDOWK� SURPRWLRQ� KDYH� GHFOLQHG�� DW� WKH� VDPH� WLPH� WKDW� GHPDQG� IRU� WHUWLDU\
KRVSLWDO� VHUYLFHV� URVH� �:RUOG�%DQN�� ������� 6HFRQGDU\� VFKRRO� HQUROOPHQW� GDWD
IRU�&KLQD�DUH�SDWFK\�LQ�WKH�����
V��EXW�WKH�GDWD�DYDLODEOH�VKRZ�D�VWHDG\�LQFUHDVH
IURP������DQG�WKURXJKRXW�WKH�����
V�

������������������������������������������
� 7KH������ILJXUH�DSSHDUV�WR�VKRZ�DQ�LQFUHDVH��EXW�WKLV�PD\�VLPSO\�UHIOHFW�D�GLIIHUHQW�GDWD

VRXUFH��(YHQ� LI� WKLV� LQFUHDVH� LV� DFFXUDWH�� WKH� UDWH� RI� ��� LV� VWLOO� ORZHU� WKDQ� WKH� UDWHV� WKDW
SUHYDLOHG�LQ�WKH�����
V�
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7KH�WKUHH�6RXWKHDVW�$VLDQ�WUDQVLWLRQ�HFRQRPLHV��&DPERGLD��/DRV�DQG�9LHWQDP
DOO�VKRZ�VWHDG\�GHFOLQHV�LQ�LQIDQW�PRUWDOLW\�UDWHV�LQ�WKH�����
V�DQG�HDUO\�����
V�
+RZHYHU��IRU�WKH�WZR�FRXQWULHV�ZLWK�GDWD�RQ�VHFRQGDU\�VFKRRO�HQUROOPHQW�� WKH
GDWD� DUH� OHVV� VDQJXLQH�� /DRV� VKRZV� OLWWOH� FKDQJH� WKURXJKRXW� WKH� SHULRG� DQG
9LHWQDP�VKRZV�D�FOHDU�GHFOLQH�IURP������WR�������IROORZHG�E\�LQFUHDVHV�RQO\�LQ
�����DQG������

7R�VXPPDUL]H�WKH�SHUIRUPDQFHV�RI�WKH�IRXU�(DVW�$VLDQ�HFRQRPLHV��WKH\�KDYH�DOO
GRQH�ZHOO�LQ�WHUPV�RI�LQFUHDVHG�LQFRPHV�SHU�FDSLWD��7KH\�DOO�DOVR�DSSHDU�WR�KDYH
GRQH�ZHOO� LQ� UHGXFLQJ� LQIDQW�PRUWDOLW\� UDWHV��ZLWK� WKH� VROH� H[FHSWLRQ� WKDW� WKH
GHFOLQH�LQ�&KLQD�GLG�QRW�DSSHDU�XQWLO�VHYHUDO�\HDUV�DIWHU� LWV�HFRQRP\�EHJDQ�WR
JURZ�� 7KH� GDWD� RQ� VHFRQGDU\� VFKRRO� HQUROOPHQW� DUH� OHVV� FOHDU�� :KLOH� &KLQD
VKRZHG�D�FOHDU�LPSURYHPHQW��/DRV�VWDJQDWHG�DQG�9LHWQDP�H[SHULHQFHG�D�FOHDU
GHFOLQH�

7KH�PDLQ�OHVVRQ�GUDZQ�IURP�WKLV�VHFWLRQ�LV�WKDW�D�WUDQVLWLRQ�IURP�D�SODQQHG�WR�D
PDUNHW� HFRQRP\� ZLOO� JHQHUDOO\� OHDG� WR� SRRU� SHUIRUPDQFH� LQ� KHDOWK� DQG
HGXFDWLRQ� LQGLFDWRUV� LI� LQFRPH� OHYHOV� IDOO� DV� D� UHVXOW� RI� WKH� WUDQVLWLRQ�� 7KLV� LV
ZKDW�KDSSHQHG�LQ�WKH�ILYH�&HQWUDO�$VLDQ�WUDQVLWLRQ�HFRQRPLHV��,I� WKH�HFRQRP\
H[SHULHQFHV� UDSLG� HFRQRPLF� JURZWK�� DV� ZDV� WKH� FDVH� LQ� WKH� IRXU� (DVW� $VLDQ
WUDQVLWLRQ�HFRQRPLHV��VRFLDO�LQGLFDWRUV�RIWHQ�LPSURYH��EXW�WKDW�LV�QRW�DOZD\V�WKH
FDVH�

7DNHQ� WRJHWKHU�� WKH� GDWD� RQ� LQIDQW� PRUWDOLW\� IRU� $VLDQ� WUDQVLWLRQ� HFRQRPLHV
VKRZ�WKDW�KLJKHU�HFRQRPLF�JURZWK�LQ�WKHVH�FRXQWULHV�LV�DVVRFLDWHG�ZLWK�JUHDWHU
UHGXFWLRQV� LQ� LQIDQW�PRUWDOLW\��7KLV� LV� VKRZQ� LQ�)LJXUH�����ZKHUH� WKH�GDWD� DUH
ILWWHG� WR�D� VLPSOH� UHJUHVVLRQ� OLQH�ZLWK� WKH� FKDQJH� LQ� WKH� LQIDQW�PRUWDOLW\� UDWHV
UHJUHVVHG� RQ� *'3� JURZWK� DQG� D� FRQVWDQW� WHUP�� +RZHYHU�� WKHUH� LV� D� ORW� RI
YDULDWLRQ� DURXQG� WKLV� JHQHUDO� WUHQG�� )RU� H[DPSOH�� &KLQD
V� UHGXFWLRQ� LQ� LQIDQW
PRUWDOLW\�LV�QRW�DV�ODUJH�DV�RQH�ZRXOG�H[SHFW�JLYHQ�LWV�UDWH�RI�HFRQRPLF�JURZWK�
ZKLOH�8]EHNLVWDQ�GLG�PXFK�EHWWHU�WKDQ�LWV�UDWH�RI�HFRQRPLF�JURZWK�ZRXOG�OHDG
RQH�WR�SUHGLFW��&OHDUO\��WKHUH�LV�PRUH�WR�LPSURYLQJ�VRFLDO�LQGLFDWRUV�WKDQ�VLPSO\
UDLVLQJ�HFRQRPLF�JURZWK��$W�WKLV�SRLQW��LW�LV�KDUG�WR�GUDZ�IXUWKHU�JHQHUDOL]DWLRQV
DFURVV� WKLV�GLYHUVH� VHW�RI� FRXQWULHV��7KH� UHPDLQGHU�RI� WKLV� SDSHU�ZLOO� H[DPLQH
WKH�FDVH�RI�9LHWQDP�LQ�GHWDLO��9LHWQDP�LV�RI�LQWHUHVW�EHFDXVH�LW�KDV�GRQH�ZHOO�LQ
HFRQRPLF� WHUPV�� EXW� LQ� KHDOWK� DQG� HGXFDWLRQ� LQGLFDWRUV� WKH� EULHI� HYLGHQFH
SUHVHQWHG�VR� IDU� LV�PL[HG��$QRWKHU� UHDVRQ� WR� IRFXV�RQ�9LHWQDP� LV� WKDW� D� ODUJH
DPRXQW�RI�GDWD�KDYH�EHHQ�FROOHFWHG�DQG�DQDO\]HG�LQ�UHFHQW�\HDUV��DV�ZLOO�EH�VHHQ
LQ�WKH�IROORZLQJ�VHFWLRQV�

������������������������������������������
� 7ZR�$VLDQ�WUDQVLWLRQ�HFRQRPLHV�DUH�PLVVLQJ��WKHUH�DUH�QR�PRUWDOLW\�GDWD�IRU�0RQJROLD�LQ

������DQG�WKHUH�DUH�QR�LQIDQW�PRUWDOLW\�GDWD�IRU�&DPERGLD�LQ������
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9LHWQDP� EHJDQ� LWV� HFRQRPLF� UHIRUPV� DERXW� RQH� GHFDGH� DJR�� 2YHU� WKRVH� WHQ
\HDUV�LWV�V\VWHP�IRU�GHOLYHULQJ�VRFLDO�VHUYLFHV�KDV�FKDQJHG�GUDPDWLFDOO\��:KLOH
WKH�RYHUDOO�LPSDFW�DSSHDUV�WR�EH�JHQHUDOO\�SRVLWLYH��WKH�GLVWULEXWLRQDO�LPSDFWV�RI
WKHVH�FKDQJHV�PXVW�EH�VWXGLHG�FDUHIXOO\�WR�VHH�ZKHWKHU�FHUWDLQ�JURXSV�DUH�EHLQJ
OHIW�EHKLQG��DQG�LI�VR��ZKHWKHU�FRUUHFWLYH�DFWLRQV�DUH�QHFHVVDU\�WR�DVVXUH�DFFHVV
WR�EDVLF�VRFLDO�VHUYLFHV�

$��+LVWRULFDO�EDFNJURXQG

7KH�PRGHUQ�KLVWRU\�RI�VRFLDO�VHUYLFH�SURYLVLRQ� LQ�9LHWQDP�LV�FRPSOLFDWHG�DQG
UHIOHFWV�WKH�H[WUHPH�FKDOOHQJHV�DQG�FKDQJHV�WKDW�KDYH�FKDUDFWHUL]HG�9LHWQDP�LQ
WKLV�FHQWXU\��'XULQJ�WKH�FRORQLDO�SHULRG��SULRU�WR�9LHWQDP
V�SDUWLWLRQ�XQGHU�WKH
*HQHYD�$JUHHPHQW�LQ�������SURYLVLRQ�RI�KHDOWK�FDUH�DQG�IRUPDO�HGXFDWLRQ�ZHUH
TXLWH� OLPLWHG��7KHUH�ZDV�QR� UHJXODU� VRXUFH� IRU� SUHYHQWLYH�RU� FXUDWLYH� FDUH� IRU
SHDVDQW�KRXVHKROGV��DQG�KHDOWK�FDUH�ZDV�SURYLGHG�WR�SODQWDWLRQ�ODERU�RQO\�RQ�DQ
DG� KRF� EDVLV�� 3XEOLF� VFKRROLQJ� ZDV� DYDLODEOH� WR� RQO\� D� VPDOO�� HOLWH� JURXS� RI
9LHWQDPHVH��1RQ�JRYHUQPHQW�VFKRROV�ZHUH�RUJDQL]HG�WKURXJKRXW�WKH�FRXQWU\�WR
WU\�WR�PHHW�WKH�ORFDO�GHPDQG�IRU�HGXFDWLRQ��EXW�IHZ�SRRU�IDPLOLHV�FRXOG�DIIRUG
SULYDWH�IHHV��7KHUHIRUH��VHULRXV�KHDOWK�SUREOHPV�ZHUH�HQGHPLF�DQG�LOOLWHUDF\�ZDV
ZLGHVSUHDG�

,Q� ������+R�&KL�0LQK� ODXQFKHG� D� JUDVVURRWV� OLWHUDF\� FDPSDLJQ� DW� WKH� HQG� RI
)UHQFK� FRORQLDO� UXOH�� DQG� E\� ����� SULYDWH� VFKRROV� LQ� WKH� 1RUWK� ZHUH
LQFRUSRUDWHG� LQWR� D� IUHH� SXEOLF� HGXFDWLRQ� V\VWHP� �:RUOG� %DQN�� ����E��
6LPLODUO\��D�ZLGHVSUHDG�V\VWHP�RI�SXEOLF�KHDOWK�ZDV�HVWDEOLVKHG�WKDW�UHOLHG�XSRQ
YLOODJH� KHDOWK� ZRUNHUV�� VWDWH�SURYLGHG� PHGLFLQHV�� DQG� PRUH� UHOLDEOH� IRRG
VXSSOLHV��0DMRU�HIIRUWV�WR�PRELOL]H�WKH�SRSXODWLRQ�DQG�GLVVHPLQDWH�LQIRUPDWLRQ
RQ� SXEOLF� KHDOWK� DQG� HGXFDWLRQ� OHG� WR� UDSLG� LPSURYHPHQWV� LQ� KHDOWK� DQG
HGXFDWLRQ�VWDWXV�LQ�WKH�1RUWK��$GXNL���������3ULRU�WR�XQLILFDWLRQ�LQ�������VRFLDO
VHUYLFH�SURYLVLRQ�ZDV�PXFK�OHVV�GHYHORSHG�LQ�WKH�6RXWK�WKDQ�WKH�1RUWK��ZKLFK
OHG� WR� ORZHU� KHDOWK� VWDWXV� �LQ� SDUWLFXODU�� KLJKHU� LQIDQW�PRUWDOLW\� DQG� D� JUHDWHU
LQFLGHQFH�RI�VWXQWLQJ��DQG�ORZHU�DGXOW�OLWHUDF\�UDWHV�LQ�WKH�6RXWK��$GXNL��������

(IIRUWV�WR�LPSURYH�KHDOWK�DQG�OLWHUDF\�LQ�WKH�6RXWK�H[SDQGHG�DIWHU�������EXW�WKH
ZHDNQHVV� RI� DJULFXOWXUDO� FRRSHUDWLYHV�� WKH� PDLQ� VRXUFH� RI� ORFDO� ILQDQFH�
LPSHGHG� WKHVH� HIIRUWV��2Q� WKH� RWKHU� KDQG�� IDUPHUV� UHWDLQHG� WKHLU� LQFHQWLYHV� WR
SURGXFH�EHFDXVH�WKH\�ZHUH�QRW��GH�IDFWR��REOLJDWHG�WR�VHOO�WKHLU�SURGXFH�WR�WKH
VWDWH��ZKLFK�UHVXOWHG�LQ�KLJKHU�KRXVHKROG�LQFRPHV��,Q�WKH�1RUWK��WKH�V\VWHP�RI
DJULFXOWXUDO�FRRSHUDWLYHV�FRQWLQXHG�WR�VHUYH�D�XVHIXO�UROH�LQ�WKH�����
V�DQG�HDUO\
����
V�E\�SURYLGLQJ�ORFDO�ILQDQFLQJ�IRU�HVVHQWLDO�VRFLDO�VHUYLFHV��VXFK�DV�SULPDU\
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HGXFDWLRQ� DQG� EDVLF� KHDOWK� VHUYLFHV�� +RZHYHU�� VLQFH� SHDVDQW� IDPLOLHV� LQ� WKH
1RUWK�ZHUH� UHTXLUHG� WR� IDUP� DFFRUGLQJ� WR� JRYHUQPHQW� SODQV� DQG� VHOO� DOO� WKHLU
SURGXFH�WR�VWDWH�SURFXUHPHQW�DJHQFLHV�DW�ORZ�SULFHV��WKH\�KDG�OLWWOH�LQFHQWLYH�WR
SURGXFH�� ZKLFK� OHDG� WR� ORZ� KRXVHKROG� LQFRPH�� ORZ� DJULFXOWXUDO� RXWSXW� DQG
KHDY\� UHOLDQFH� RQ� IRRG� DLG� IURP� RWKHU� &RPPXQLVW� FRXQWULHV� �$GXNL�� ������
7KXV��SULRU�WR�WKH�'RL�0RL�SROLFLHV�ILUVW�DGRSWHG�LQ�������WKHUH�DSSHDUHG�WR�EH
DQ�LQYHUVH�UHODWLRQVKLS�EHWZHHQ�KRXVHKROG�LQFRPH�DQG�VRFLDO�ZHOIDUH�LQGLFDWRUV
ZLWKLQ�9LHWQDP�ZLWK� WKH�1RUWKHUQHUV� HDUQLQJ� OHVV� DQG� HQMR\LQJ� KLJKHU� KHDOWK
DQG�HGXFDWLRQ� VWDWXV�DQG�6RXWKHUQHUV�KDYLQJ�KLJKHU� LQFRPHV�EXW� ORZHU�KHDOWK
DQG�HGXFDWLRQ�VWDWXV�

%��(FRQRPLF�UHIRUPV

7KH�9LHWQDPHVH�HFRQRP\�SHUIRUPHG�SRRUO\�LQ�WKH�ODWH�����
V�DQG�HDUO\�����
V�
VR�WKH�9LHWQDPHVH�JRYHUQPHQW�EHJDQ�H[SHULPHQWLQJ�ZLWK�D�VHULHV�RI�HFRQRPLF
UHIRUPV�GHVLJQHG� WR� IRVWHU� WKH� LQLWLDWLYH�DQG�KDUG�ZRUN� IRU�ZKLFK�9LHWQDPHVH
DUH�ZHOO�NQRZQ��7KH�6L[WK�3DUW\�&RQJUHVV�LQ������OHG�WR�'HFLVLRQ�1XPEHU���
LQ� ������ ZKLFK� IRUPDOL]HG� IDPLO\�EDVHG� SURGXFWLRQ� DQG� GLVPDQWOHG� WKH
DJULFXOWXUDO�FRRSHUDWLYHV��:KHQ�9LHWQDP
V�FKLHI�EHQHIDFWRU�� WKH�6RYLHW�8QLRQ�
FROODSVHG� LQ� ������ OHDYLQJ� 9LHWQDP� LQ� HFRQRPLF� LVRODWLRQ�� LW� SUDJPDWLFDOO\
GHFLGHG� WR�RSHQ�XS� WR� WKH�ZRUOG��2YHU� WKH�QH[W�IHZ�\HDUV��9LHWQDP�DGRSWHG�D
VHULHV� RI� SROLFLHV� WKDW� VWDELOL]HG� LWV� HFRQRP\� DQG� OHG� WR� VWURQJ�� EURDG�EDVHG
JURZWK���%\�������9LHWQDP�ZDV�WKH�WKLUG�ODUJHVW�ULFH�H[SRUWHU�LQ�WKH�ZRUOG��LQ
FRQWUDVW�WR�EHLQJ�D�ULFH�LPSRUWHU�LQ�WKH�����
V���KDG�DQ�LQIODWLRQ�UDWH�RI�OHVV�WKDQ
���SHU�FHQW��FRPSDUHG�WR�WULSOH�GLJLW� LQIODWLRQ�LQ�WKH�����
V���DQG�LWV�HFRQRPLF
JURZWK� UDWH� ZDV� �� SHU� FHQW� SHU� \HDU� LQ� UHDO� WHUPV�� ,Q� WKH� PLG� ����
V�� WKH
HFRQRP\�UHPDLQHG�VWDEOH�DQG�WKH�JURZWK�UDWH�DFWXDOO\�LQFUHDVHG�WR�����SHU�FHQW
�LQ��������,W�LV�HVWLPDWHG�WKDW�WKH�LQFLGHQFH�RI�SRYHUW\�GURSSHG�IURP�DERXW����
���SHU�FHQW�RI�WKH�SRSXODWLRQ�LQ������WR�DERXW����SHU�FHQW�LQ�������'ROODU�DQG
/LWYDFN��������

&��5HIRUPV�LQ�VRFLDO�VHUYLFHV

$�PDMRU�FKDOOHQJH�RI�HFRQRPLF�UHIRUPV�LV�WR�UDLVH�ERWK�KRXVHKROG�LQFRPH�DQG
RWKHU�GLPHQVLRQV�RI�KRXVHKROG�ZHOIDUH��3ULRU�WR�'RL�0RL��HGXFDWLRQ�DQG�KHDOWK
FDUH�ZHUH�SURYLGHG�H[FOXVLYHO\�E\�WKH�JRYHUQPHQW��7KH�XQLILHG�FHQWUDO�EXGJHW
ILQDQFHG� WKH�FRVWV�RI�GHOLYHULQJ�DOO� OHYHOV�RI� HGXFDWLRQ�DQG�KHDOWK�FDUH�H[FHSW
IRU� SULPDU\� HGXFDWLRQ� DQG� EDVLF� KHDOWK� VHUYLFHV�� ZKLFK�ZHUH� GHOLYHUHG� DW� WKH

������������������������������������������
� )RU� D� IXOO� GHVFULSWLRQ� RI� WKH� PDFURHFRQRPLF� VLWXDWLRQ� SULRU� WR� WKH� UHIRUPV� DQG� WKH

PDFURHFRQRPLF�DQG�VWUXFWXUDO�SROLF\�UHIRUPV�XQGHUWDNHQ�DV�SDUW�RI� 
'RL�0RL
��VHH�:RUOG
%DQN��������DQG�'ROODU�DQG�/LWYDFN��������
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ORFDO� OHYHO� DQG� ILQDQFHG� ODUJHO\� IURP� FRRSHUDWLYH� IXQGV� RU� KRXVHKROG
FRQWULEXWLRQV��6LQFH�PRVW� VRFLDO� VHUYLFHV�ZHUH�SURYLGHG� DQG� ILQDQFHG� WKURXJK
FHQWUDO� PLQLVWULHV� RU� ORFDO� VRXUFHV� UDWKHU� WKDQ� WKURXJK� VWDWH� HQWHUSULVHV�
SURYLVLRQ�RI�VRFLDO�VHUYLFHV�ZDV�QRW�DIIHFWHG�E\�FORVXUH�RI�VRPH������QRQYLDEOH
VWDWH� HQWHUSULVHV� EHWZHHQ� ����� DQG� ������ 7KLV� LV� LQ� VKDUS� FRQWUDVW� WR� WKH
H[SHULHQFH�LQ�WKH�)RUPHU�6RYLHW�8QLRQ��(DVWHUQ�(XURSH�DQG�&KLQD�ZKHUH�VWDWH
HQWHUSULVHV� KDYH� SOD\HG� D� YHU\� LPSRUWDQW� UROH� IRU� VRFLDO� VHUYLFH� GHOLYHU\�� )RU
H[DPSOH�� LQ�5XVVLD��DERXW�RQH�KDOI�RI�FRPPXQLW\�VRFLDO�ZHOIDUH�VSHQGLQJ�ZDV
DQG� ILQDQFHG� E\� VWDWH� HQWHUSULVHV�� :KHQ� VWDWH� HQWHUSULVHV� DUH� FORVHG� RU
SULYDWL]HG�WKH�SURYLVLRQ�RI�KHDOWK�FDUH�DQG�HGXFDWLRQ�GHFOLQHG�VXEVWDQWLDOO\��,Q
PDQ\� FDVHV�� ORFDO� JRYHUQPHQWV� ZHUH� JLYHQ� WKH� H[SHQGLWXUH� UHVSRQVLELOLW\
ZLWKRXW�EHLQJ�GHOHJDWHG�WKH�UHYHQXH�WR�H[HFXWH�WKLV�QHZ�IXQFWLRQ��VHH�:DOOLFK�
������ DQG� %LUG�� (EHO� DQG�:DOOLFK�� ������� 9LHWQDP� GLG� QRW� KDYH� WR� IDFH� WKLV
FKDOOHQJH�RI�D�PDMRU�VKLIW�LQ�ILQDQFLQJ�UHVSRQVLELOLWLHV�IRU�VRFLDO�VHUYLFHV�

0DMRU� UHIRUPV� LQ� WKH� KHDOWK� VHFWRU� LQFOXGHG� WKH� LQWURGXFWLRQ� RI� XVHU� IHHV�
OHJDOL]DWLRQ� RI� SULYDWH� SURYLVLRQ� RI� KHDOWK� VHUYLFHV� DQG� GHUHJXODWLRQ� RI� GUXJ
VDOHV��'HFLVLRQ�1XPEHU����LQ��������6LQFH�FRRSHUDWLYHV�QR�ORQJHU�H[LVWHG�DQG
WKXV� FRXOG� QRW� ILQDQFH� EDVLF� VRFLDO� VHUYLFHV�� 'HFLVLRQ� 1XPEHU� ���� VRRQ
IROORZHG�� ZKLFK� SURYLGHG� IRU� FHQWUDO� IXQGLQJ� RI� WKUHH� KHDOWK� ZRUNHUV� SHU
FRPPXQH�� 5HIRUPV� LQ� WKH� HGXFDWLRQ� VHFWRU� KDYH� HQFRXUDJHG� SULYDWH� VHFWRU
H[SDQVLRQ� WKURXJK� 
VHPL�SXEOLF
� DQG� 
SHRSOH�IRXQGHG
� LQVWLWXWLRQV� DQG� KDYH
SHUPLWWHG� SXEOLF� LQVWLWXWLRQV� DERYH� WKH� SULPDU\� VFKRRO� OHYHOV� WR� OHY\� WXLWLRQ
IHHV��2WKHU� FRVWV� DVVRFLDWHG�ZLWK�GHOLYHULQJ�EDVLF�KHDOWK� VHUYLFHV� DQG� SULPDU\
HGXFDWLRQ� DUH� FRYHUHG� WKURXJK� 
YROXQWDU\� FRQWULEXWLRQV
� E\� KRXVHKROGV
�JHQHUDOO\��D�IODW�IHH�SDLG�E\�HDFK�DGXOW�LQ�WKH�FRPPXQH���:RUOG�%DQN������E��
,Q�DGGLWLRQ�WR�WKHVH�LPSRUWDQW�OHJLVODWLYH�FKDQJHV��SXEOLF�H[SHQGLWXUHV�IRU�ERWK
KHDOWK�FDUH�DQG�HGXFDWLRQ�KDYH�FRQWLQXHG�WR�LQFUHDVH��ERWK�LQ�DEVROXWH�WHUPV�DQG
DV� D� SHUFHQWDJH� RI� RYHUDOO� JRYHUQPHQW� VSHQGLQJ�� 7KH� VRFLDO� VHFWRUV� KDYH
EHQHILWHG� ERWK� IURP� DJJUHJDWH� JURZWK� �SDUWLFXODUO\� LWV� LPSDFW� RQ� SXEOLF
UHYHQXHV��DQG�IURP�JRYHUQPHQW�FRPPLWPHQW�WR�WKHVH�VHFWRUV�

7KH� SURYLVLRQ� RI� RWKHU� EDVLF� VHUYLFHV�� VXFK� DV� VDIH� GULQNLQJ�ZDWHU�� LUULJDWLRQ�
DQG�UXUDO�URDGV��DOVR�LPSURYHG�GXULQJ�WKH�SHULRG�RI�HFRQRPLF�UHIRUPV��%HWZHHQ
�����DQG�������DFFHVV�WR�VDIH�GULQNLQJ�ZDWHU�LQ�UXUDO�DUHDV�LQFUHDVHG�IURP�OHVV
WKDQ����SHU�FHQW�RI�WKH�SRSXODWLRQ�WR�RYHU����SHU�FHQW��DQG�LW�LV�H[SHFWHG�WR�ULVH
WR� ��� SHU� FHQW� E\� WKH� \HDU� ������ �:RUOG� %DQN�� HW� DO��� ������� 0RVW� RI� WKLV
LQFUHDVH� LV� GXH� WR� ILQDQFLDO� VXSSRUW� IURP� 81,&()�� ZKLFK� KDV� FRPPLWWHG
LQFUHDVLQJO\� ODUJH� UHVRXUFHV� WR� 9LHWQDP� DV� LW� XQGHUJRHV� LWV� WUDQVLWLRQ�� $W� WKH
VDPH�WLPH��WKHUH�LV�LQFUHDVLQJ�DZDUHQHVV�WKDW�VXSSRUWLQJ�LPSURYHPHQWV�LQ�UXUDO
ZDWHU� VXSSO\� UHTXLUHV� KRXVHKROGV� WR� FRQWULEXWH� WR� RSHUDWLRQ� DQG�PDLQWHQDQFH
FRVWV��7KLV�QHZ�RULHQWDWLRQ�LV�SRVVLEOH�LQ�PRVW�DUHDV�EHFDXVH�LQFRPHV�KDYH�EHHQ
ULVLQJ� DQG� WKH� GHPDQG� IRU� VDIH� ZDWHU� LV� KLJK�� :DWHU�ERUQH� GLVHDVHV� DUH� WKH
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SULPDU\� FDXVH� RI�PRUELGLW\� LQ�9LHWQDP�� DQG� WKH� VZLWFK� WR� D�PDUNHW� HFRQRP\
LPSOLHV� WKDW� LW� LV�EHFRPLQJ�LQFUHDVLQJO\�FRVWO\�IRU�SHRSOH� WR�PLVV�ZRUN�GXH� WR
LOOQHVV�� 7KXV� SD\LQJ� IRU� LPSURYHG�ZDWHU� VXSSO\�PDNHV� VHQVH� QRW� RQO\� IRU� LWV
LPPHGLDWH� LPSDFW� RQ� ZHOIDUH�� EXW� DOVR� IRU� LWV� LQGLUHFW� HIIHFW� RQ� KRXVHKROG
LQFRPH�

7KH�SURYLVLRQ�RI�LUULJDWLRQ�VHUYLFHV�DOVR�FKDQJHG�GXULQJ�WKH�HFRQRPLF�UHIRUPV�
,UULJDWLRQ� VHUYLFHV� XVHG� WR� EH� IXQGHG� E\� WKH� FRRSHUDWLYHV�� EXW� PRUH� UHFHQWO\
ORFDO� ZDWHU� PDQDJHPHQW� FRPSDQLHV� WKDW� UHO\� RQ� XVHU� IHHV� IRU� RSHUDWLRQ� DQG
PDLQWHQDQFH�KDYH�EHHQ�HVWDEOLVKHG��0DLQWHQDQFH�RI� UXUDO� URDGV�ZDV�QHJOHFWHG
IRU�GHFDGHV��LQLWLDOO\�GXH�WR�ZDU�DQG�ODWHU�GXH�WR�HFRQRPLF�DXVWHULW\��$OWKRXJK
WKHUH� LV� D� ORQJ� KLVWRU\� RI� FRPPXQLW\� FRQWULEXWLRQV� WR� VXSSRUW� ORFDO
LQIUDVWUXFWXUH�� VLQFH� WKH� DGRSWLRQ� RI� WKH� 'RL� 0RL� UHIRUPV� ULVLQJ� KRXVHKROG
LQFRPHV� KDYH� DOORZHG� PRVW� ORFDO� DXWKRULWLHV� WR� FROOHFW� WD[HV�� LQ� WKH� IRUP� RI
HLWKHU�ODERU�WLPH�RU�PRQH\��IURP�KRXVHKROGV�IRU�UHSDLU�RI�ORFDO�URDGV��,Q�VRPH
UHPRWH� DQG� PRXQWDLQRXV� UHJLRQV�� D� JURZLQJ� FHQWUDO� JRYHUQPHQW� EXGJHW� LQ
FRPELQDWLRQ� ZLWK� WDUJHWHG� SURJUDPV� KDYH� SURYLGHG� IXQGLQJ� IRU� VSHFLDO
SURJUDPV� WKDW� WKHVH�DUHDV�FRXOG�RWKHUZLVH�QRW� DIIRUG�� VXFK�DV�GHYHORSPHQW�RI
EDVLF� WUDQVSRUWDWLRQ��7KH� UHVW� RI� WKLV� SDSHU� IRFXVHV�RQ� WKH�SURYLVLRQ�RI� KHDOWK
DQG�HGXFDWLRQ�VHUYLFHV�

$V� RQH�ZRXOG� H[SHFW� JLYHQ� WKH� DQDO\WLFDO� IUDPHZRUN� SUHVHQWHG� LQ� 6HFWLRQ� ,,�
'RL�0RL�SROLFLHV�KDYH�UHVXOWHG�LQ�PRUH�VHUYLFHV�EHLQJ�RIIHUHG�WR�KRXVHKROGV�DW
KLJKHU�SULFHV�WKDQ�SUHYLRXVO\�SDLG��EXW�PRVW�KRXVHKROGV�PD\�EH�DEOH�WR�SD\�IRU
WKHP�GXH�WR�ULVLQJ�LQFRPHV��:KDW�VSHFLILFDOO\�KDYH�EHHQ�WKH�LPSDFWV�RI�UHIRUPV
RQ�KHDOWK�DQG�HGXFDWLRQ"�7KLV�TXHVWLRQ�LV�DQVZHUHG�ILUVW�IRU�WKH�FDVH�RI�KHDOWK�
LQ�6HFWLRQ�9��DQG�WKHQ�IRU�HGXFDWLRQ��LQ�6HFWLRQ�9,�

9���7+(�,03$&7�2)�9,(71$0
6�5()2506�21�+($/7+�6(59,&(6
$1'�287&20(6

6HFWLRQ� ,,� SUHVHQWHG� VHYHQ� SDWKZD\V� E\� ZKLFK� PDUNHW�RULHQWHG� HFRQRPLF
UHIRUPV�FDQ�DIIHFW�KHDOWK�DQG�HGXFDWLRQ�RXWFRPHV��,Q�WKLV�VHFWLRQ�ZH�GLVFXVV�LQ
GHWDLO�KRZ�WKH�'RL�0RL�UHIRUPV�DIIHFWV�DOO�VHYHQ�SDWKZD\V�LQ�WKH�KHDOWK�VHFWRU�
:H�EHJLQ�E\� ORRNLQJ�DW� WKHLU� LPSDFW�RQ� LQFRPH�DQG� WKHQ� WXUQ� WR� WKH�RWKHU�VL[
SDWKZD\V�

$��,QFRPH�HIIHFWV

$V�GLVFXVVHG�LQ�6HFWLRQ�,,,��9LHWQDP
V�HFRQRP\�KDV�JURZQ�DW�DQ�DYHUDJH�DQQXDO
UDWH�RI�DERXW���SHU�FHQW�VLQFH�������:KLOH�WKLV�KDV�UDLVHG�KRXVHKROG�LQFRPHV��LW



��

LV� LPSRUWDQW� WR� NQRZ� KRZ� WKLV� JURZWK� KDV� EHHQ� GLVWULEXWHG� DPRQJ� GLIIHUHQW
UHJLRQV� DQG�� XOWLPDWHO\�� GLIIHUHQW� KRXVHKROGV�� ,Q� SDUWLFXODU�� RQH�ZRXOG� OLNH� WR
NQRZ�ZKHWKHU�DQ\�JURXSV�KDYH�EHHQ�OHIW�RXW�RI�WKH�JURZWK�SURFHVV��7KH�DQVZHUV
WR� WKHVH� TXHVWLRQV� DUH� LPSRUWDQW� EHFDXVH� KRXVHKROGV� DUH� QRZ� H[SHFWHG� WR
ILQDQFH�D�VLJQLILFDQW�VKDUH�RI�WKHLU�XVH�RI�VRFLDO�VHUYLFHV�

9LHWQDP� EHJDQ� LWV� WUDQVLWLRQ� WR� D� PDUNHW� HFRQRP\� LQ� ����� ZLWK� D� UHODWLYHO\
HTXLWDEOH� GLVWULEXWLRQ� RI� UHVRXUFHV�� %HIRUH� WKH� FRRSHUDWLYHV� ZHUH� GLVPDQWOHG�
FRPPXQH� ODQG� ZDV� GLVWULEXWHG� WR� KRXVHKROGV� LQ� D� ZD\� WKDW� SURGXFHG� D
UHPDUNDEO\� HTXLWDEOH� DOORFDWLRQ� RI� ODQG� ZLWKLQ� UHJLRQV�� ERWK� LUULJDWHG� DQG
XQLUULJDWHG�� SDUWLFXODUO\� LQ� WKH� 1RUWK� �9DQ� GH� :DOOH�� ������� $QDO\VLV� RI
KRXVHKROG�H[SHQGLWXUH�GDWD�IURP�WKH���������9LHWQDP�/LYLQJ�6WDQGDUGV�6XUYH\
�91/66�� LQGLFDWHV� WKDW�9LHWQDP�DOVR� HQMR\HG� UHODWLYHO\� HTXLWDEOH� GLVWULEXWLRQ
RI� FRQVXPSWLRQ� H[SHQGLWXUHV�� ZLWK� D� *LQL� FRHIILFLHQW� RI� ����� �:RUOG� %DQN�
������

+RZ� KDV� LQHTXDOLW\� FKDQJHG� VLQFH� ����"� 5HFHQW� JURZWK� UDWHV� KDYH� YDULHG
DFURVV�9LHWQDP
V�VHYHQ�UHJLRQV��DQG�EHWZHHQ�XUEDQ�DQG�UXUDO�DUHDV��EXW�SRVLWLYH
SHU�FDSLWD�JURZWK� UDWHV�KDYH�RFFXUUHG� LQ� DOO� VHYHQ� UHJLRQV��0RUH� VSHFLILFDOO\�
UHDO�*'3�JURZWK�UDWHV�KDYH�EHHQ�KLJKHVW�LQ�WKH�6RXWKHDVW��DW�DERXW����SHU�FHQW�
DQG� ORZHVW� LQ� WKH�0HNRQJ�'HOWD�� DW���SHU�FHQW��$QQXDO� UDWHV�DPRQJ� WKH�RWKHU
UHJLRQV� UDQJH� IURP� �� WR� �� SHU� FHQW� �'ROODU� DQG� /LWYDFN�� ������� $Q� LQ�GHSWK
VWXG\� RI� LQHTXDOLW\�ZLWKLQ�9LHWQDP� LQGLFDWHV� WKDW� WKHUH� LV� IDU�PRUH� LQHTXDOLW\
ZLWKLQ�9LHWQDP
V�UHJLRQV��HYHQ�ZKHQ�GLVDJJUHJDWLQJ�E\�XUEDQ�DQG� UXUDO�DUHDV�
WKDQ�EHWZHHQ� WKHP� �'ROODU� DQG�*OHZZH���������7KLV� LPSOLHV� WKDW� YDULDWLRQ� LQ
UHJLRQDO�JURZWK�UDWHV�KDV�QRW�\HW�OHDG�WR�ODUJH�LQFUHDVHV�LQ�UHJLRQDO�LQHTXDOLW\�
2Q� WKH� RWKHU� KDQG�� OLWWOH� LV� NQRZQ� DERXW� FKDQJHV� LQ� LQHTXDOLW\� ZLWKLQ� HDFK
UHJLRQ�� DQG� LW� LV� SRVVLEOH� WKDW� WKH� GLVWULEXWLRQ� RI� LQFRPH� KDV� EHFRPH� PRUH
XQHTXDO�RYHU� WLPH�GXH� WR�YDULDWLRQ� LQ�JURZWK� DW� WKH�SURYLQFH�� GLVWULFW� RU� HYHQ
FRPPXQH�OHYHO�

6RPH�REVHUYHUV�KDYH�VSHFXODWHG�WKDW�WKH�'RL�0RL�SROLFLHV�KDYH�UHVXOWHG�LQ�WKH

ULFK� JHWWLQJ� ULFKHU� DQG� WKH� SRRU� JHWWLQJ� SRRUHU
�� <HW� UHFHQW� UHVHDUFK
GHPRQVWUDWHV�WKDW�WKH�LQFLGHQFH�RI�SRYHUW\�KDV�GURSSHG�IURP�DERXW����SHU�FHQW
RI� WKH� SRSXODWLRQ� LQ� ����� WR� DERXW� ��� SHU� FHQW� LQ� �������� DQG� LI� DJJUHJDWH
JURZWK�FRQWLQXHV��SRYHUW\�UHGXFWLRQ�ZLOO�FRQWLQXH�WR�EH�UDSLG��WKRXJK�WKH�SDFH
RI�SRYHUW\�UHGXFWLRQ�ZLOO�LQFUHDVLQJO\�GHSHQG�RQ�FKDQJHV�LQ�WKH�GLVWULEXWLRQ�RI
LQFRPH��'ROODU�DQG�/LWYDFN���������$�UHFHQW�SXEOLFDWLRQ�E\�WKH�*RYHUQPHQW�RI
9LHWQDP� HVWLPDWHV� WKDW� VLQFH� ������ WKH� SHUFHQWDJH� RI� SRRU� KRXVHKROGV� KDV

������������������������������������������
�� )RU�D�IXOO�GHVFULSWLRQ�RI�SRYHUW\� OLQH�FRQVWUXFWLRQ� LQ�9LHWQDP��DQG� WKH� UHVXOWLQJ�GHWDLOHG

GHVFULSWLRQ�RI�SRYHUW\��VHH�:RUOG�%DQN��������
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GURSSHG� �� SHUFHQWDJH� SRLQWV� SHU� \HDU� �+(35�� ������� ,Q� DEVROXWH� WHUPV�
WKHUHIRUH�� WKHUH� LV� QR� HYLGHQFH� VXSSRUWLQJ� WKH� SURSRVLWLRQ� WKDW� 
WKH� SRRU� DUH
JHWWLQJ� SRRUHU
�� <HW� LW� LV� VWLOO� SRVVLEOH� WKDW� WKH� GLVWULEXWLRQ� RI� LQFRPH� LV
EHFRPLQJ�PRUH�XQHTXDO��L�H��WKH�ULFK�DUH�JHWWLQJ�PXFK�ULFKHU�ZKLOH�WKH�SRRU�DUH
RQO\� D� OLWWOH� OHVV� SRRU��8QIRUWXQDWHO\�� WKLV� LV� DOPRVW� LPSRVVLEOH� WR� FKHFN�ZLWK
H[LVWLQJ�GDWD���

:KLOH�D�VXEVWDQWLDO�SHUFHQWDJH�RI�WKH�SRSXODWLRQ�KDV�HVFDSHG�SRYHUW\�LQ�UHFHQW
\HDUV��LW�LV�VWLOO�SRVVLEOH�WKDW�VRPH�JURXSV�DPRQJ�WKH�SRRU�LQ�9LHWQDP�DUH�EHLQJ
OHIW�RXW�RI�WKH�JURZWK�SURFHVV��7KXV��D�IXOO�DVVHVVPHQW�RI�WKH�LPSDFW�RI�'RL�0RL
SROLFLHV� RQ� KRXVHKROG� ZHOIDUH� PXVW� LGHQWLI\� ZKLFK� JURXSV� PD\� EH� PRVW
YXOQHUDEOH��DQG� LQYHVWLJDWH� WKHLU�DFFHVV� WR�VRFLDO� VHUYLFHV��7KH�*RYHUQPHQW�RI
9LHWQDP� UHFRJQL]HV� WKLV� DV�D�YLWDO�SROLF\�FRQFHUQ�� ,W�KDV� LGHQWLILHG� ILYH�EURDG
FDXVHV�RI�SRYHUW\�WKDW�FDQ�SUHYHQW�VRPH�KRXVHKROGV�IURP�EHQHILWLQJ�IURP�'RL
0RL� �VHH� +(35�� ������� ���� LVRODWLRQ� �SK\VLFDO�� VRFLDO�� FRPPXQLFDWLRQ��� ���
H[FHVVLYH�H[SRVXUH�WR�ULVN��GLVDVWHUV��KHDOWK��LQYHVWPHQW�������LQDGHTXDWH�DFFHVV
WR�SURGXFWLYH�UHVRXUFHV��ODQG��FUHGLW��VNLOOV�������D�ODFN�RI�VXVWDLQDELOLW\��DQG����
LQDGHTXDWH� SDUWLFLSDWLRQ� �LQ� HFRQRP\�� SODQQLQJ�� GHFLVLRQ�PDNLQJ��� 7KH
FKDUDFWHULVWLFV� DVVRFLDWHG� ZLWK� WKH� SRRUHVW� JURXSV� LQ� 9LHWQDP� LQFOXGH�� QRQ�
GLYHUVLILHG�IDUPHUV��SHRSOH�ZLWK�YHU\� ORZ�OHYHOV�RI�HGXFDWLRQ�DQG�VRPH�HWKQLF
PLQRULW\�JURXSV����$JDLQ��WKH�H[WHQW�WR�ZKLFK�VRPH�JURXSV�DUH�EHLQJ�OHIW�RXW�RI
WKH�JURZWK�SURFHVV�LV�GLIILFXOW�WR�GHWHUPLQH�ZLWK�WKH�GDWD�FXUUHQWO\�LQ�KDQG��EXW
WKH�QHZ�91/66�XQGHUZD\�LQ������ZLOO�SURYLGH�D�JRRG�RSSRUWXQLW\�WR�DGGUHVV
WKLV�LVVXH�

,Q�VXPPDU\��UDSLG�HFRQRPLF�JURZWK�LQ�9LHWQDP�KDV�SURYLGHG�KRXVHKROGV�ZLWK
VXEVWDQWLDO�LQFUHDVHV�LQ�LQFRPHV��ZKLFK�HQDEOH�WKHP�WR�SD\�IRU�ERWK�KHDOWK�DQG
HGXFDWLRQ�VHUYLFHV�WKDW�ZHUH�IRUPHUO\�SURYLGHG�ZLWKRXW�FKDUJH�E\�WKH�VWDWH��7KLV
HFRQRPLF� JURZWK� KDV� EHHQ� EURDG�EDVHG�� UHDFKLQJ� DOO� VHYHQ� UHJLRQV�� DQG� ERWK
XUEDQ�DQG�UXUDO�DUHDV��7KXV� LW�DSSHDUV� WKDW�PRVW��DQG�SHUKDSV�HYHQ�DOPRVW�DOO�
9LHWQDPHVH� KRXVHKROGV� KDYH� PRUH� PRQH\� WR� SD\� IRU� KHDOWK� DQG� HGXFDWLRQ
VHUYLFHV�WKDQ�WKH\�GLG�EHIRUH�������<HW�VRPH�FDXWLRQ�LV�LQ�RUGHU�IRU�WKH�IXWXUH�
$OWKRXJK�UHJLRQDO�GLVSDULWLHV�GR�QRW�FXUUHQWO\�DFFRXQW�IRU�D�VXEVWDQWLDO�SRUWLRQ

������������������������������������������
�� $� VHFRQG�9LHWQDP� /LYLQJ� 6WDQGDUGV� 6XUYH\� LV� EHLQJ� FRQGXFWHG� LQ� ������ WKH� UHVXOWV� RI

ZKLFK� ZLOO� EH� DQDO\]HG� LQ� ������ 7KDW� VXUYH\� ZLOO� LQFOXGH� PRVW� RI� WKH� KRXVHKROGV
LQWHUYLHZHG�LQ�WKH���������VXUYH\�

�� ,QWHUHVWLQJO\�� FRQWUDU\� WR� DQHFGRWDO� RSLQLRQ� IHPDOH�KHDGHG� KRXVHKROGV� ZHUH� QRW� SRRUHU
WKDQ� PDOH� KHDGHG� KRXVHKROGV�� ,QGHHG�� WKH\� ZHUH� GLVSURSRUWLRQDWHO\� UHSUHVHQWHG� LQ� WKH
KLJKHU�LQFRPH�JURXSV��VHH�:RUOG�%DQN���������$OWKRXJK�JHQGHU�GRHV�QRW�DSSHDU�WR�EH�D
GHWHUPLQLQJ�IDFWRU�RI�SRYHUW\�DW�WKH�KRXVHKROG�OHYHO�LQ�9LHWQDP��LW�LV�SRVVLEOH�WKDW�ZLWKLQ
KRXVHKROGV�ZRPHQ�KDYH�OHVV�UHVRXUFHV�WKDQ�PHQ�



��

RI�LQHTXDOLW\��SHUVLVWHQW�GLIIHUHQFHV�LQ�UHJLRQDO�JURZWK�UDWHV�RYHU�WLPH�PD\�OHDG
WR�KLJKHU�LQHTXDOLW\��0RUHRYHU��WKH�JRYHUQPHQW�PXVW�PRQLWRU�GHYHORSPHQWV�WR
VHH�ZKHWKHU� DOO� VRFLRHFRQRPLF� JURXSV� DUH� EHQHILWWLQJ� IURP� HFRQRPLF� JURZWK�
,QHTXDOLW\�PD\� ULVH�ZLWKLQ� UHJLRQV� RYHU� WLPH� DQG�PD\�PDNH� DFFHVV� WR� VRFLDO
VHUYLFHV�LQFUHDVLQJO\�GLIILFXOW�ZLWKRXW�VSHFLDO�JRYHUQPHQW�HIIRUWV�WR�SURWHFW�WKH
YXOQHUDEOH�JURXSV�

%��3ULFH�HIIHFWV

7KH�FKDQJH�IURP�D�SODQQHG�HFRQRP\�WR�D�PDUNHW�HFRQRP\�JHQHUDOO\� LQYROYHV
VKLIWLQJ�DW� OHDVW�SDUW�RI�WKH�FRVWV�RI�KHDOWK�FDUH�SURYLVLRQ� WR� WKH�XVHUV�RI� WKRVH
VHUYLFHV�� 7R� XQGHUVWDQG� WKH� LPSDFW� RQ� KRXVHKROGV�� RQH� XVHIXO� SLHFH� RI
LQIRUPDWLRQ�ZRXOG�EH�SULFHV�RI�FRPPRQO\�XVHG�PHGLFLQHV�DQG�PHGLFDO�VHUYLFHV
EHIRUH�DQG�DIWHU�WKH�'RL�0RL�SROLFLHV�ZHUH�LPSOHPHQWHG��IRU�ERWK�WKH�SXEOLF�DQG
SULYDWH�VHFWRU��8QIRUWXQDWHO\��RQO\�D�VPDOO�DPRXQW�RI�SULFH�GDWD�DUH�DYDLODEOH�IRU
9LHWQDP�

%HIRUH� WKH�'RL�0RL�SROLFLHV�ZHUH� DGRSWHG�� WKHUH�ZDV�QR�SULYDWH� VHFWRU� DW� DOO�
DQG� YLUWXDOO\� DOO� KHDOWK� FDUH� ZDV� SURYLGHG� IUHH� RI� FKDUJH�� ,Q� ������ SULYDWH
SURYLVLRQ� RI� KHDOWK� FDUH� ZDV� OHJDOL]HG�� ZLWK� SULFHV� ODUJHO\� XQUHJXODWHG�� 8VHU
IHHV� ZHUH� LQWURGXFHG� WKDW� YDULHG� E\� OHYHO� RI� FDUH�� ZLWK� ORZ� IHHV� IRU� EDVLF
VHUYLFHV�DQG�KLJKHU�IHHV�IRU�VSHFLDOL]HG�FDUH����$OWKRXJK�FRQVXOWDWLRQ�IHHV�DUH
ORZ��SULYDWH�H[SHQGLWXUHV�DW�SXEOLF�KHDOWK�IDFLOLWLHV�FDQ�EH�TXLWH�KLJK��HVSHFLDOO\
IRU� WKH� SRRU�� $FFRUGLQJ� WR� WKH� �������� 91/66�� WKH� DYHUDJH� RXW� RI� SRFNHW
H[SHQGLWXUH�IRU�YLVLW�WR�D�SXEOLF�FRPPXQH�KHDOWK�FHQWHU�LV��������GRQJ��DERXW
86�����YLUWXDOO\�DOO�RI�ZKLFK�ZDV�VSHQW�RQ�GUXJV��7KH�DYHUDJH�FRVW�IRU�D�SDWLHQW
DGPLWWHG�WR�D�SXEOLF�KRVSLWDO�LV����������DERXW�86������PRUH�WKDQ����SHU�FHQW
RI�ZKLFK�SD\V�IRU�GUXJV��)RU�WKH�SRRUHVW����SHU�FHQW�RI�WKH�SRSXODWLRQ��D�YLVLW�WR
WKH� FRPPXQH� KHDOWK� FHQWHU� FRVWV� WKH� HTXLYDOHQW� RI� �� SHU� FHQW� RI� WKHLU� DQQXDO
QRQIRRG�FRQVXPSWLRQ��+RVSLWDO�RXWSDWLHQW�YLVLWV�FRVW�DURXQG����SHU�FHQW�RI�WKHLU
QRQ�IRRG�FRQVXPSWLRQ��:RUOG�%DQN���������0XOWLYDULDWH�DQDO\VLV�RI�WKHVH�GDWD
LQGLFDWH� WKDW� SULFHV� SDUWLFXODUO\� DIIHFW� SHRSOH
V� GHFLVLRQ� WR� VHHN� FDUH� IURP� D
SULYDWH�SURYLGHU�RU� WR�VHOI�PHGLFDWH��7KXV�� LQ�9LHWQDP�RYHU����SHU�FHQW�RI� WKH
SRRUHVW�TXLQWLOH�FKRRVH�WR�VHOI�PHGLFDWH�ZKLOH�RQO\����SHU�FHQW�RI�WKH�ZHDOWKLHVW
TXLQWLOH�GR��*HUWOHU�DQG�/LWYDFN��������

3HUKDSV�WKH�ELJJHVW�FKDQJH�LQ�WKH�SULFLQJ�RI�KHDOWK�FDUH�GXH�WR�'RL�0RL�SROLFLHV
LV� WKDW� WKH� FRVW� RI� GUXJV� LV� QR� ORQJHU� VXEVLGL]HG�� GUXJ� SULFHV� LQFUHDVHG� IURP

������������������������������������������
�� ,Q�JHQHUDO��FRQVXOWDWLRQ� IHHV�DW�FRPPXQH�KHDOWK�FHQWHUV�KDYH� UHPDLQHG�YHU\�PRGHVW� DQG

DUH� RIWHQ� ZDLYHG� HQWLUHO\�� ZKLOH� UHTXLUHG� SD\PHQWV� KDYH� EHHQ� KLJKHU� IRU� RXWSDWLHQWV� DW
KRVSLWDOV�DQG�KLJKHVW�RI�DOO�IRU�KRVSLWDO�LQSDWLHQWV�



��

DOPRVW�QRWKLQJ�WR�PDUNHW�FOHDULQJ�YDOXHV��,Q�IDFW��PRVW�GUXJV�DUH�QRZ�SXUFKDVHG
IURP�SULYDWH�VHOOHUV�HLWKHU�GLUHFWO\�E\� LQGLYLGXDOV�RU� WKURXJK� WKH�SXEOLF�KHDOWK
FHQWHU�DV�DQ�LQWHUPHGLDU\��:KLOH�WKLV�VKLIW�WRZDUG�WKH�SULYDWH�VHFWRU�VKRXOG�KDYH
UHGXFHG� JRYHUQPHQW� VSHQGLQJ� RQ� KHDOWK� FDUH� �GXH� WR� HOLPLQDWLRQ� RI� GUXJ
VXEVLGLHV��� LQ� UHDOLW\� OLWWOH� VDYLQJV�ZHUH� UHDOL]HG� EHFDXVH� GUXJV�ZHUH� RIWHQ� LQ
VKRUW� VXSSO\� SULRU� WR�'RL�0RL� VR� WKH� JRYHUQPHQW� LQ� IDFW�ZDV� QRW� VXEVLGL]LQJ
WKHP�WR�D�ODUJH�H[WHQW���

3XEOLF� KHDOWK� FDUH� H[SHQGLWXUHV� QRZ� DPRXQW� WR� DERXW� �� SHU� FHQW� RI� *'3� LQ
9LHWQDP�� EXW� WKLV� UHSUHVHQWV� RQO\� D� VPDOO� VKDUH� RI� WRWDO� KHDOWK� H[SHQGLWXUHV
EHFDXVH�SULYDWH�KHDOWK�FDUH�H[SHQGLWXUHV�KDYH�VN\URFNHWHG�DQG�QRZ�DPRXQW�WR
DERXW�����SHU�FHQW�RI�*'3��:KLOH�VRPH�SULYDWH�ILQDQFLQJ�RI�KHDOWK�FDUH� WDNHV
WKH�IRUP�RI�GLUHFW�SD\PHQWV�IRU�FRQVXOWDWLRQV�DQG�LQGLUHFW�SD\PHQWV�IRU�KHDOWK
LQVXUDQFH�����SHU�FHQW�RI�KRXVHKROG�KHDOWK�FDUH�H[SHQGLWXUHV�DUH�IRU�GUXJV��(YHQ
WKH�SRRUHVW�KRXVHKROGV� VSHQG�D� ODUJH�DPRXQW�RI� WKHLU�PRQH\�RQ�GUXJV��ZKLFK
LQGLFDWHV�WKDW�9LHWQDPHVH�KRXVHKROGV�DUH�ZLOOLQJ�WR�SD\�WKH�IXOO�FRVW�RI�GUXJV�

$�ILQDO�DVSHFW�RI�FKDQJHV�LQ�KHDOWK�FDUH�SULFHV�LQ�9LHWQDP�LV�WKH�9LHWQDP�+HDOWK
,QVXUDQFH��9+,��SURJUDP��ZKLFK�ZDV�HVWDEOLVKHG�LQ�ODWH�������7KLV�SURJUDP�LV
PDQGDWRU\�IRU�FXUUHQW�DQG�UHWLUHG�FLYLO�VHUYDQWV��HPSOR\HHV�RI�VWDWH�HQWHUSULVHV�
DQG�HPSOR\HHV�RI�ODUJH�SULYDWH�HQWHUSULVHV��$ERXW���PLOOLRQ�SHRSOH�DUH�FXUUHQWO\
FRYHUHG�� LQFOXGLQJ� DSSUR[LPDWHO\� RQH� KDOI� PLOOLRQ� SHRSOH� ZKR� MRLQHG
YROXQWDULO\�� ,QVXUDQFH� LV� FR�ILQDQFHG� E\� HPSOR\HUV� DQG� HPSOR\HHV�� %HQHILWV
LQFOXGH� DPEXODWRU\� FDUH� DQG� LQSDWLHQW� KRVSLWDO� FDUH� LQ� JRYHUQPHQW� KHDOWK
IDFLOLWLHV�� )DPLO\� PHPEHUV� DUH� QRW� FRYHUHG�� 7KXV�� IRU� WKH� �� PLOOLRQ� SHRSOH
FRYHUHG��SDUW�RI�WKHLU�KHDOWK�FDUH�FRVWV�DUH�ERUQH�E\� WKHLU�HPSOR\HUV��ZKLFK� LQ
PRVW�FDVHV� LV� WKH�JRYHUQPHQW��9+,�SODQV� WR� H[SDQG� LQVXUDQFH� FRYHUDJH� WR� DQ
DGGLWLRQDO� ��� SHU� FHQW� RI� WKH� SRSXODWLRQ� WKURXJK� YROXQWDU\� LQVXUDQFH� IRU
IDUPHUV�� ZRUNHUV� LQ� VPDOO� EXVLQHVVHV� DQG� WKH� VHOI�HPSOR\HG�� $W� SUHVHQW� WKLV
H[SDQVLRQ� LV� RQO\� LQ� SLORW� VWDJH� LQ� VHOHFWHG� SDUWV� RI� WKH� FRXQWU\�� )RU� IXUWKHU
GHWDLOV�LQ�9+,��VHH�%HKUPDQ��.QRZOHV�DQG�0F,QQLV��������

,Q�VXPPDU\��9LHWQDP
V�'RL�0RL�SURJUDP�KDV�OHG�WR�VRPH�LQFUHDVHV�LQ�WKH�SULFH
RI�KHDOWK�VHUYLFHV��EXW�VRPH�RI�WKHVH�VHUYLFHV�DUH�VWLOO�SDUWLDOO\�VXEVLGL]HG�E\�WKH
JRYHUQPHQW��'UXJ� SULFHV� DUH� QR� ORQJHU� VXEVLGL]HG� LQ� DQ\�ZD\� DQG� WKXV� KDYH
LQFUHDVHG� VXEVWDQWLDOO\�� 'HVSLWH� WKHVH� LQFUHDVHV�� PRVW� SHRSOH�� HYHQ� WKH� SRRU�
DSSHDU�ZLOOLQJ�WR�SD\��7KH�QHZ�LQVXUDQFH�VFKHPH��9+,��SURYLGHV�DQ�DGGLWLRQDO
VXEVLG\�IRU�KHDOWK�FDUH��EXW�FRYHUDJH�LV�ORZ��2YHUDOO��LW�GRHV�QRW�DSSHDU�WKDW�WKH
VZLWFK�WR�D�PDUNHW�EDVHG�V\VWHP�KDV�SUHYHQWHG�D�VXEVWDQWLDO�QXPEHU�RI�SHRSOH

������������������������������������������
�� ,Q� DGGLWLRQ�� WKH� 6RYLHW� 8QLRQ� IRUPHUO\� SURYLGHG� GUXJV� DW� ORZ� FRVW�� VR� WKH� 9LHWQDPHVH

JRYHUQPHQW�SDLG�RQO\�SDUW�RI�WKH�GLUHFW�VXEVLG\�FRVWV�IRU�GUXJV�SULRU�WR�'RL�0RL�
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IURP�SXUFKDVLQJ�KHDOWK�VHUYLFHV��WKRXJK�LW�PD\�KDYH�DIIHFWHG�WKH�TXDOLW\�RI�FDUH
UHFHLYHG�E\�GLIIHUHQW�SRSXODWLRQ�JURXSV��+RZHYHU�� WKHUH�DUH� VWLOO�RWKHU� IDFWRUV
WKDW� DIIHFW� WKH� XVH� RI� KHDOWK� FDUH� VHUYLFHV�� WKHVH� ZLOO� EH� GLVFXVVHG� LQ� WKH
UHPDLQGHU�RI�WKLV�VHFWLRQ�

&��7LPH�FRVWV

$� WKLUG� GHWHUPLQDQW� RI� WKH� XVH� RI� KHDOWK� VHUYLFHV�� DQG� XOWLPDWHO\� RI� KHDOWK
RXWFRPHV��LV�WKH�WLPH�FRVWV�RI�XVLQJ�WKRVH�VHUYLFHV��7LPH�FRVWV��DV�PHDVXUHG�E\
GLVWDQFH� WR� WKH� SURYLGHU�� DSSHDU� WR� EH� LPSRUWDQW� IRU� GHWHUPLQLQJ� WKH� XVH� RI
SXEOLF� KHDOWK� IDFLOLWLHV�� )RU� H[DPSOH�� WKH� SRRU�ZKR� OLYH�PDLQO\� LQ� UXUDO� DUHDV
WHQG�WR�XVH�FRPPXQH�KHDOWK�FHQWHUV��ZKLOH�WKH�XUEDQ�EHWWHU�RII�XVH�WKH�KRVSLWDOV�
�*HUWOHU�DQG�/LWYDFN���������6LQFH�LQFRPHV�KDYH�ULVHQ�VXEVWDQWLDOO\�LQ�9LHWQDP�
DQ�KRXU�RI�ORVW�WLPH�DW�ZRUN�GXH�WR�VHHNLQJ�PHGLFDO�FDUH�QRZ�KDV�D�KLJKHU�FRVW�
3HUKDSV�PRUH�LPSRUWDQW�LV�WKH�IDFW� WKDW��IRU�PDQ\�UXUDO�KRXVHKROGV�� WLPH�VSHQW
JHWWLQJ� KHDOWK� FDUH� QRZ� UHGXFHV� LQFRPH�� LQ� SDUWLFXODU�� XQGHU� WKH� SUHYLRXV
DJULFXOWXUDO� FRRSHUDWLYH� V\VWHP� LQFRPHV� ZHUH� QRW� UHGXFHG� LI� D� FRRSHUDWLYH
ZRUNHU� WRRN� WLPH� RII� IURP� ZRUN� WR� REWDLQ� PHGLFDO� FDUH�� EXW� WRGD\� D� VHOI�
HPSOR\HG�IDUPHU�ZLOO�LQFXU�WKH�IXOO�FRVW�RI�WLPH�VSHQW�VHHNLQJ�PHGLFDO�FDUH�

7KHVH�RYHUDOO�QHJDWLYH�HIIHFWV�RQ�WKH�XVH�RI�KHDOWK�VHUYLFHV�PD\�EH�RXWZHLJKHG�
DW�OHDVW�LQ�SDUW��E\�RWKHU�HIIHFWV��7UDYHO�GLVWDQFHV��DQG�WKXV�WUDYHO�WLPH��PD\�KDYH
GHFOLQHG�EHFDXVH� WKH�DSSHDUDQFH�RI� ODUJH�QXPEHUV�RI�SULYDWH�GUXJ�YHQGRUV�� ,Q
DGGLWLRQ�� OHVV� WLPH�PD\� EH� UHTXLUHG� WR� REWDLQ� PHGLFLQH� IURP� SXEOLF� IDFLOLWLHV
EHFDXVH�WKHLU�VWRFNV�RI�PHGLFLQH�KDYH�JHQHUDOO\��6LPLODUO\��ZDLWLQJ�WLPH�WR�VHH
PHGLFDO� SHUVRQQHO� PD\� KDYH� GHFOLQHG� GXH� WR� EHWWHU� VWDIILQJ�� DQ� H[DPSOH� RI
ZKLFK� LV�JLYHQ�EHORZ� IRU�+D�7LQK�SURYLQFH��)LQDOO\�� WR� WKH� H[WHQW� WKDW� LOOQHVV
UHGXFHV�ZRUNHU�SURGXFWLYLW\��WKH�FRVW�RI�QRW�VHHNLQJ�PHGLFDO�FDUH�KDV�DOVR�ULVHQ
VLQFH�WKH�WUDQVLWLRQ�WR�WKH�PDUNHW�HFRQRP\�

'��4XDOLW\

7KH�IRXUWK�ZD\�LQ�ZKLFK�9LHWQDP
V�'RL�0RL�UHIRUPV�PD\�KDYH�FKDQJHG�KHDOWK
FDUH�VHUYLFHV�LV�E\�FKDQJLQJ�WKHLU�TXDOLW\��8QIRUWXQDWHO\��WKHUH�DUH�OLWWOH�UHOLDEOH
GDWD�RQ�TXDOLW\�RI�KHDOWK�FDUH�VHUYLFHV�LQ�9LHWQDP��,Q�JHQHUDO��WKH�TXDOLW\�RI�FDUH
DW�KRVSLWDOV�LV�VXSHULRU�WR�WKH�TXDOLW\�RI�FDUH�IRXQG�LQ�FRPPXQH�KHDOWK�FHQWHUV
EHFDXVH�WKH�IRUPHU�KDYH�EHWWHU�GLDJQRVWLF�HTXLSPHQW��DQG�SDWLHQWV�DUH�VHHQ�E\
GRFWRUV�UDWKHU�WKDQ�E\�QXUVHV��7KLV�LPSOLHV�WKDW�WKH�TXDOLW\�RI�FDUH�DYDLODEOH�WR
UXUDO�UHVLGHQWV�LV�UHODWLYHO\�ORZ��EHFDXVH�ZKLOH����SHU�FHQW�RI�UXUDO�UHVLGHQWV�OLYH
LQ� FRPPXQHV� ZLWK� FRPPXQH� KHDOWK� FHQWHUV� RQO\� �� SHU� FHQW� OLYH� FORVH� WR
KRVSLWDOV�� �*HUWOHU� DQG�/LWYDFN�� ������ 6LQFH� WKH� FRVW� RI� SURYLGLQJ� VHUYLFHV� DW
KRVSLWDOV�LV�VLJQLILFDQWO\�KLJKHU�WKDQ�WKH�FRVWV�RI�VHUYLFHV�SURYLGHG�E\�FRPPXQH
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KHDOWK� FHQWHUV�� XUEDQ� UHVLGHQWV�� ZKR� WHQG� WR� EH� ZHDOWKLHU�� EHQHILW
GLVSURSRUWLRQDWHO\�IURP�SXEOLF�VXEVLGLHV�WR�KRVSLWDOV�

2QH� LPSRUWDQW� DVSHFW� RI� WKH� TXDOLW\� RI� KHDOWK� FDUH� VHUYLFHV� WKDW� PD\� QRW� EH
LPPHGLDWHO\� REYLRXV� LV� WKH� KHDY\� UHOLDQFH� RQ� VHOI�PHGLFDWLRQ� ZLWKRXW
FRQVXOWLQJ�D� IRUPDO�KHDOWK�FDUH�SURYLGHU��7KLV� LV�SDUWLFXODUO\�SUHYDOHQW� DPRQJ
WKH�SRRUHVW����SHU�FHQW�RI� WKH�SRSXODWLRQ��RI�ZKRP����SHU�FHQW� UHVRUW� WR�VHOI�
WUHDWPHQW� ZKHQ� IDFHG� ZLWK� D� QHZ� KHDOWK� SUREOHP� �VHH� *HUWOHU� DQG� /LWYDFN�
�������,W�LV�E\�QR�PHDQV�FOHDU�WKDW�WKH�KLJK�OHYHO�RI�WRWDO�H[SHQGLWXUHV�RQ�GUXJV
LV� QHFHVVDU\� RU� HYHQ� GHVLUDEOH� IRU� SHRSOH� ZKR� VHOI�WUHDW�� VLQFH� WKH� ODFN� RI
GLDJQRVHV� PD\� UHVXOW� LQ� XQQHFHVVDU\� RU� HYHQ� KDUPIXO� XVH� RI� PHGLFLQHV�� LQ
FRQWUDVW��SKDUPDFHXWLFDO�H[SHQGLWXUHV�LQFXUUHG�DV�SDUW�RI�WUHDWPHQW�REWDLQHG�DW�D
SXEOLF�IDFLOLW\�PD\�EH�ERWK�ZDUUDQWHG�DQG�GHVLUDEOH��0RUHRYHU��WKH�SUHVFULELQJ
DELOLW\�RI�FRPPXQH�KHDOWK�FHQWHU�VWDII�LV�LQ�PDQ\�FDVHV�PXFK�SRRUHU�WKDQ�WKRVH
RI�VWDII�DW�KLJKHU�OHYHOV�RI�FDUH���&KDONHU��������

7KH�9+,�LQVXUDQFH�V\VWHP�GHVFULEHG�DERYH�DOVR�KDV�D�TXDOLW\�DVSHFW�WR�LW��7KLV
LQVXUDQFH�RSHUDWHV�E\�UHLPEXUVLQJ�KRVSLWDOV�RU�RWKHU�KHDOWK� IDFLOLWLHV�XVLQJ�VHW
IHHV�IRU�YDULRXV�LQSDWLHQW�DQG�RXWSDWLHQW�VHUYLFHV��,Q�SULQFLSOH��IDLOXUH�WR�UHFRYHU
DGHTXDWH�FRVWV�LQ�DQ\�LQVXUDQFH�SURJUDP�FDQ�OHDG�WR�D�UHOXFWDQFH�RQ�WKH�SDUW�RI
KHDOWK�FDUH�SURYLGHUV�WR�WUHDW�LQVXUHG�SDWLHQWV��DQG�WR�D�JUDGXDO�GHFOLQH�LQ�TXDOLW\
RI� VHUYLFHV�� ,Q� SUDFWLFH�� WKLV� KDV� KDSSHQHG� LQ� 9LHWQDP�� SDUWLFXODUO\� IRU� PDQ\
FLYLO�VHUYDQWV�LQ�XUEDQ�DUHDV�ZKR�FDQ�VHOHFW�DQ�DOWHUQDWLYH�SULYDWH�SURYLGHU�FORVH
E\��'HVSLWH�SURYLVLRQ�RI� 
IUHH�FDUH
�XQGHU�9+,��PDQ\�FLYLO�VHUYDQWV�XVH�SULYDWH
SUDFWLWLRQHUV� LQ� RUGHU� WR� REWDLQ� EHWWHU� DWWHQWLRQ� DQG� KLJKHU� TXDOLW\� FDUH� �VHH
%HKUPDQ��.QRZOHV�DQG�0F,QQHV��������

7KH�GLVFXVVLRQ�VR�IDU�KDV�LQGLFDWHG�KRZ�WKH�VZLWFK�WR�D�PDUNHW�V\VWHP�PD\�EH
DIIHFWLQJ� WKH� TXDOLW\� RI� KHDOWK� FDUH�� EXW� KDV� QRW� UHDOO\� DGGUHVVHG� WKH� LVVXH� RI
ZKHWKHU�TXDOLW\�KDV�FKDQJHG�RYHU� WLPH��2QH� LQGLUHFW�ZD\� WR�JHW�DW�FKDQJHV� LQ
TXDOLW\� LQ� WKH�SXEOLF�VHFWRU� LV� WR�H[DPLQH� WUHQGV� LQ�SXEOLF�KHDOWK�H[SHQGLWXUHV
RYHU� WLPH�� $OWKRXJK� WKHUH� DUH� QR� WLPH� VHULHV� GDWD� IRU� WRWDO� KHDOWK� FDUH
H[SHQGLWXUHV��WKHUH�DUH�VXFK�GDWD�IRU�UHFXUUHQW�H[SHQGLWXUHV��6LQFH�WKH�DGRSWLRQ
RI�'RL�0RL� SROLFLHV� LQ� ������ WKH� UHFXUUHQW� KHDOWK� EXGJHW�ZDV� SURWHFWHG�� HYHQ
GXULQJ�WKH�ILVFDO�EHOW�WLJKWHQLQJ�LQ����������%HWZHHQ������DQG�������WKH�VKDUH
RI� WKH� WRWDO� UHFXUUHQW� EXGJHW� GHYRWHG� WR� KHDOWK� H[SHQGLWXUHV� LQFUHDVHG�� DQG
UHFXUUHQW� KHDOWK� H[SHQGLWXUHV� SHU� FDSLWD� DSSHDU� WR� KDYH� GRXEOHG� LQ� UHDO� WHUPV
�:RUOG�%DQN������F���,W�LV�GRXEWIXO�WKDW�WKLV�LQFUHDVHG�IXQGLQJ�ZDV�FRPSOHWHO\
ZDVWHG�� DQG� VLQFH� QR�PDMRU� H[SDQVLRQ� LQ� WKH� TXDQWLW\� RI� KHDOWK� IDFLOLWLHV� KDV
RFFXUUHG�WKHVH�VSHQGLQJ�WUHQGV�LPSO\�WKDW� WKH�TXDOLW\�RI�SXEOLF�KHDOWK�VHUYLFHV
KDV� LQFUHDVHG� VLQFH� WKH� 'RL�0RL� SROLFLHV� ZHUH� DGRSWHG�� <HW� LW� LV� GLIILFXOW� WR
NQRZ�WKH�H[WHQW�WR�ZKLFK�LQFUHDVHG�IXQGLQJ�KDV�OHG�WR�EHWWHU�TXDOLW\�KHDOWK�FDUH�
:KLOH� WKHUH� LV� VWURQJ� HYLGHQFH� WKDW� WKH� TXDOLW\� RI� FDUH� YDULHV� JUHDWO\� DFURVV
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UHJLRQV��SURYLQFHV��GLVWULFWV�DQG�HYHQ�FRPPXQHV��VHH�:RUOG�%DQN�����F��� WKH
LPSDFW� RI� LQFUHDVHG� SXEOLF� H[SHQGLWXUHV� RQ� WKH� TXDOLW\� RI� SXEOLF� KHDOWK� FDUH
GHSHQGV�RQ�VXEVHFWRUDO�DOORFDWLRQV��DQG�WKHUH�DUH�DOPRVW�QR�UHOLDEOH�GDWD�RQ�WKLV
LQ�9LHWQDP�� 7KXV�9LHWQDP
V� VSHQGLQJ� WUHQGV� LPSO\� WKDW� WKH� TXDOLW\� RI� SXEOLF
KHDOWK�VHUYLFHV�SUREDEO\�LQFUHDVHG�VLQFH�WKH�'RL�0RL�SROLFLHV�ZHUH�DGRSWHG��EXW
ZKHWKHU� LW� LPSURYHG� VXEVWDQWLDOO\� RU� RQO\� PDUJLQDOO\� LV� YHU\� GLIILFXOW� WR
GHWHUPLQH�� ,Q�DGGLWLRQ�� LW� LV�SRVVLEOH� WKDW�TXDOLW\�GHFOLQHG� IRU� VRPH� UHJLRQV�RU
SRSXODWLRQ� JURXSV�� EXW� XQIRUWXQDWHO\� WKHUH� DUH� YLUWXDOO\� QR� GDWD� DYDLODEOH� WR
FKHFN�WKLV�SRVVLELOLW\�

(��2WKHU�GHWHUPLQDQWV�RI�XVH�RI�KHDOWK�VHUYLFHV

7KH� RWKHU� WKUHH� GHWHUPLQDQWV� RI� KRXVHKROGV
� XVH� RI� KHDOWK� VHUYLFHV� ZHUH� WKH
YDOXH� WKH\�SODFHG�RQ�KHDOWK� LWVHOI�� WKH�FRQWULEXWLRQ�RI�EHWWHU�KHDOWK� WR� LQFRPH�
DQG�JRYHUQPHQW� UHJXODWLRQV� UHTXLULQJ� XVH� RI� KHDOWK� FDUH� VHUYLFHV��&RQWUROOLQJ
IRU�LQFRPH��WKHUH�LV�OLWWOH�UHDVRQ�WR�WKLQN�WKDW�WKH�YDOXH�WKDW�KRXVHKROGV�SODFH�RQ
KHDOWK� IRU� LWV� RZQ� VDNH� KDV� FKDQJHG� GXH� WR�'RL�0RL� SROLFLHV�� 7KHUH�PD\� EH
JUHDWHU�YDOXH�RQ�KHDOWK�GXH� WR� LWV�SRVLWLYH� LQFRPH�HIIHFWV� ��� IRU�H[DPSOH��QRZ
WKDW� VHOI�HPSOR\HG� IDUPHUV� ORVH� LQFRPH� LI� SRRU� KHDOWK� SUHYHQWV� WKHP� IURP
ZRUNLQJ� ��� EXW� WKHUH� LV� QRW�PXFK� UHDVRQ� WR� WKLQN� WKDW� WKLV� HIIHFW�ZLOO� EH� YHU\
ODUJH�VLQFH�SHRSOH�YDOXH�KHDOWK�IRU�LWV�RZQ�VDNH��)LQDOO\��WKHUH�QHYHU�ZHUH�YHU\
PDQ\�JRYHUQPHQW�UHJXODWLRQV�UHTXLULQJ�WKH�XVH�RI�KHDOWK�FDUH�LQ�9LHWQDP��DQG
WKHUH�SUREDEO\�KDYH�EHHQ�QR�FKDQJHV�LQ�WKHP��7KXV��WKHVH�ODVW�WKUHH�IDFWRUV�KDYH
SUREDEO\�QRW�FKDQJHG�DSSUHFLDEO\�GXH�WR�WKH�DGRSWLRQ�RI�WKH�'RL�0RL�SROLFLHV�LQ
�����

)��$�FDVH�VWXG\��+D�7LQK�SURYLQFH

7KH�GLVFXVVLRQ�VR�IDU�KDV�SUHVHQWHG�VRPH�LQIRUPDWLRQ�RQ�WKH�LPSDFW�RI�'RL�0RL
SROLFLHV�RQ�KHDOWK�FDUH�VHUYLFHV��EXW�LW� LV�QRW�YHU\�FOHDU�ZKDW�WKH�RYHUDOO�HIIHFW
KDV�EHHQ�RQ�WKH�XVH�RI�WKRVH�VHUYLFHV��DQG�XOWLPDWHO\��RQ�KHDOWK�RXWFRPHV��%DVHG
RQ� WKH� LQIRUPDWLRQ� DW� KDQG�� ZH� VLPSO\� GR� QRW� NQRZ�ZKDW� VHUYLFHV� ZRXOG� EH
DYDLODEOH� WR� HYHU\RQH� LI� SXEOLF� DQG� SULYDWH� H[SHQGLWXUHV� ZHUH� ORZHUHG� WR
SUHYLRXV�OHYHOV�DQG�LI�SULYDWH�SURYLGHUV�RI�VHUYLFHV�GLG�QRW�H[LVW��+RZHYHU��VRPH
LQVLJKWV�FDQ�EH�JDLQHG�IURP�D�FDVH�VWXG\�WKDW�ZDV�GRQH�LQ�+D�7LQK�SURYLQFH�E\
2;)$0�8.�,UHODQG�� D� QRQ�JRYHUQPHQWDO� RUJDQL]DWLRQ� �1*2�� ZLWK
FRQVLGHUDEOH�H[SHULHQFH�LQ�9LHWQDP�

7KH�2;)$0� FDVH� VWXG\� RI�+D� 7LQK� H[DPLQHV� WKH� WLPH� SHULRG� IURP� ����� WR
������7KH�VWXG\�IRXQG�WKDW�XWLOL]DWLRQ�UDWHV�RI�FRPPXQH�KHDOWK�FHQWHUV�GURSSHG
EHWZHHQ������DQG�������EXW�EHJDQ�ULVLQJ�LQ������DQG�KDYH�EHHQ�LQFUHDVLQJ�HYHU
VLQFH�� 7KH� KRXVHKROGV� LQWHUYLHZHG� LQ� WKH� VWXG\� SUHIHU� WKH� FXUUHQW� KHDOWK� FDUH
V\VWHP�WR�WKH�SUHYLRXV�RQH��)RU�PLGGOH�LQFRPH�DQG�ZHOO�RII�IDPLOLHV��WKH�UDQJH
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RI�KHDOWK�VHUYLFHV�DQG�PHGLFLQHV�DYDLODEOH�LV�JUHDWHU��)RU�DOO�JURXSV�LQ�WKLV�SRRU
GLVWULFW�� WUHDWPHQW�DW�FRPPXQH�KHDOWK�FHQWHUV� LV� IUHH��DV� LQ� WKH�SDVW��EXW�KHDOWK
VWDII� DUH� QRZ�PRUH� DFFHVVLEOH��'UXJV� DUH� QRZ� DYDLODEOH�� DOEHLW� DW� D� SULFH�� WKH
VWXG\�FRQFOXGHV�WKDW�WKH�SRRU�QRZ�KDYH�JUHDWHU�DFFHVV�WR�VRPH�WUHDWPHQWV�DQG
GUXJV�� )RU� VHULRXV� LOOQHVVHV�� KRZHYHU�� WKH� VLWXDWLRQ� LV� PL[HG�� ,Q� SDUWLFXODU�
EHFDXVH�GLVWULFW�KRVSLWDO�VHUYLFHV�DUH�QR� ORQJHU�IUHH�� WKH�KLJK�FRVWV�RI�KRVSLWDO
VHUYLFHV� PD\� H[FOXGH� WKH� SRRU� IURP� VRSKLVWLFDWHG� PHGLFLQH� DQG� WUHDWPHQW
�2[IDP� 8.�,UHODQG�� ������� $QRWKHU� DQDO\VLV� RI� WKH� LPSDFW� RI� 'RL� 0RL� RQ
KHDOWK�FDUH�UHDFKHV�VLPLODU�FRQFOXVLRQV�EXW�FDXWLRQV�WKDW�SHRSOH�LQ�UHPRWH�DUHDV
PD\�QRW�EHQHILW�IURP�WKH�OLEHUDOL]DWLRQ�RI�WKH�KHDOWK�VHFWRU�DQG�PD\�VXIIHU�IURP
FXWV�LQ�JRYHUQPHQW�HQWLWOHPHQWV��$GXNL��������

,Q�VXPPDU\��KHDOWK�FDUH�VHUYLFHV�LQ�9LHWQDP�WRGD\�DSSHDU�WR�EH�JHQHUDOO\�EHWWHU
WKDQ� WKH\� ZHUH� SULRU� WR� WKH� DGRSWLRQ� RI� WKH� 'RL� 0RL� SROLFLHV�� %URDG�EDVHG
LQFUHDVHV� LQ� LQFRPH� HQDEOH� PRVW� SHRSOH� WR� SD\� IRU� KHDOWK� VHUYLFHV�� GHVSLWH
LQFUHDVHV� LQ� SULFHV�� ,W� LV� DOVR� SUREDEO\� WKH� FDVH� WKDW� TXDOLW\� KDV� LQFUHDVHG�
DOWKRXJK�WKHUH�DUH�QR�KDUG�GDWD�RQ�WKLV��7KH�UHPDLQLQJ�IDFWRUV�SUREDEO\�SOD\HG
OLWWOH� UROH�� )LQDOO\�� WKH� IDFW� WKDW� LQFRPH� PRUWDOLW\� KDV� VWHDGLO\� GHFOLQHG� VLQFH
�����VXJJHVWV�WKDW�WKH�QHW�HIIHFW�RI�'RL�0RL�SROLFLHV�KDV�QRW�EHHQ�QHJDWLYH�ZLWK
UHVSHFW�WR�WKH�KHDOWK�VWDWXV�RI�WKH�SRSXODWLRQ�

+RZHYHU��WZR�VHWV�RI�LVVXHV�ZDUUDQW�FORVH�JRYHUQPHQW�DWWHQWLRQ��)LUVW��VSHFLILF
HIIRUWV�DUH�UHTXLUHG�WR�HQVXUH�DFFHVV�WR�SHRSOH�ZLWK�LQFRPHV�VR�ORZ�WKDW�WKH\�DUH
XQDEOH�WR�SD\�WKH�SULYDWH�FRVWV�DVVRFLDWHG�ZLWK�EDVLF�KHDOWK�FDUH��VXFK�DV�SHRSOH
OLYLQJ� LQ� UHPRWH� DUHDV� DQG� SHRSOH� ZLWK� LOOQHVVHV� VHULRXV� HQRXJK� WR� UHTXLUH
UHIHUUDO�WR�GLVWULFW�KRVSLWDOV��6HFRQG��D�VHULHV�RI�KHDOWK�FDUH�LVVXHV�DURVH�LQ�&KLQD
GXULQJ�WKDW�FRXQWU\
V� WUDQVLWLRQ�WR�D�PDUNHW�HFRQRP\�WKDW�FRXOG�SRVH�SUREOHPV
IRU�9LHWQDP��7KHVH�LQFOXGH��D��DQ�LQFUHDVLQJ�VKDUH�RI�KHDOWK�VSHQGLQJ�DFFRXQWHG
IRU� E\�KRVSLWDOV�� DQG�E\� WUHDWPHQW� FRVWV�� UDWKHU� WKDQ�E\�SUHYHQWLRQ� DQG� KHDOWK
PDLQWHQDQFH� SURJUDPV�� E�� HTXLSPHQW� SXUFKDVHV� DQG� QHZ� FRQVWUXFWLRQ
XQGHUWDNHQ�ZLWK� OLWWOH�DSSDUHQW�DWWHQWLRQ� WR�IXWXUH�UHFXUUHQW�FRVWV� LPSOLFDWLRQV�
ZKLFK�FRXOG�OHDG�WR�IXWXUH�VWUDLQV�RQ�IXQGLQJ�IRU�GLVHDVH�SUHYHQWLRQ�SURJUDPV�
DQG� F�� WKH� KLJK� SURSRUWLRQ� RI� KHDOWK� H[SHQGLWXUHV� WKDW� DUH� GXH� WR� GUXJ
FRQVXPSWLRQ�� ZKLFK� VXJJHVWV� D� QHHG� IRU� VXEVWDQWLDO� FKDQJHV� LQ� WKH� GUXJ
LQGXVWU\�� SDUWLFXODUO\� WKH� ZD\� GUXJV� DUH� SULFHG� DQG� WKH� ZD\� GRFWRUV� DQG
KRVSLWDOV�DUH�SDLG��:RUOG�%DQN��������
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7KLV�VHFWLRQ�H[DPLQHV�KRZ�WKH�SURYLVLRQ�RI�HGXFDWLRQ��DQG�XOWLPDWHO\�HGXFDWLRQ
RXWFRPHV� VXFK� DV� VFKRRO� HQUROOPHQW� DQG� \HDUV� RI� FRPSOHWHG� VFKRROLQJ�� KDYH
EHHQ� DIIHFWHG�E\� WKH�'RL�0RL�SROLFLHV� DGRSWHG� LQ�9LHWQDP� LQ� WKH� ODWH� ����
V�
%DVLF�WLPH�VHULHV�GDWD�RQ�HGXFDWLRQ�RXWFRPHV�LQ�9LHWQDP�DUH�DYDLODEOH��QDPHO\
VFKRRO�HQUROOPHQW�UDWLRV�DW� WKH�SULPDU\�DQG�VHFRQGDU\� OHYHO��7KLV� LQIRUPDWLRQ�
ZKLFK�LV�SURYLGHG�LQ�)LJXUH����VKRZV�WKH�H[WHQW�WR�ZKLFK�KRXVHKROGV�ZHUH�XVLQJ
HGXFDWLRQ� VHUYLFHV� LQ� 9LHWQDP� GXULQJ� WKH� DGRSWLRQ� RI� 'RL�0RL� SROLFLHV�� 7KH
RYHUDOO� ILQGLQJ� LV� WKDW� SULPDU\� VFKRRO� HQUROOPHQW� UDWHV� KDYH� EHHQ� UHPDUNDEO\
VWDEOH��ZKLOH�VHFRQGDU\�VFKRRO�HQUROOPHQW�UDWHV�GURSSHG�VRRQ�DIWHU�WKH�DGRSWLRQ
RI�'RL�0RL�SROLFLHV� DQG� UHFRYHUHG�RQO\�YHU\� UHFHQWO\��:KLOH� WKHVH� WUHQGV� DUH
XVHIXO� VXPPDULHV� RI� ZKDW� KDSSHQHG� LQ� WKH� HGXFDWLRQ� VHFWRU�� WKH\� DUH� QRW
FRPSOHWH�EHFDXVH�WKH\�GR�QRW�IXOO\�UHIOHFW�FKDQJHV�LQ�VFKRRO�TXDOLW\�DQG�LQ�FRVWV
KRXVHKROGV�DUH�H[SHFWHG�WR�EHDU��7KH�UHPDLQGHU�RI�WKLV�VHFWLRQ�ZLOO�H[DPLQH�WKH
SDWKZD\V�E\�ZKLFK�'RL�0RL�SROLFLHV�PD\�KDYH�FDXVHG�WKHVH�WUHQGV�

$��,QFRPH�HIIHFWV

7KH� ILUVW� SDWKZD\�E\�ZKLFK� WKH� SROLFLHV� DIIHFW� HGXFDWLRQ� RXWFRPHV� LV� LQFRPH
JURZWK�� $V� H[SODLQHG� LQ� WKH� SUHYLRXV� VHFWLRQ�� 9LHWQDP� VWDUWHG� RXW� ZLWK� D
UHODWLYHO\� HTXLWDEOH� GLVWULEXWLRQ� RI� LQFRPH�� DQG� DOO� VHYHQ� UHJLRQV� KDYH
H[SHULHQFHG� HFRQRPLF� JURZWK� VLQFH� WKH� ODWH� ����
V�� DOWKRXJK� VRPH� KDYH� KDG
PRUH� WKDQ� RWKHUV�� 7KXV�� DV� LQ� WKH� FDVH� RI� KHDOWK�� RQH� ZRXOG� H[SHFW� DQ
LPSURYHPHQW� LQ� HGXFDWLRQ� RXWFRPHV� JLYHQ� SRVLWLYH� JURZWK� LQ� UHDO� SHU� FDSLWD
LQFRPH��+RZHYHU��LW�KDV�DOUHDG\�EHHQ�VHHQ�KRZ�HQUROOPHQW�LQ�VHFRQGDU\�VFKRRO
KDV� LQLWLDOO\�IDOWHUHG�GXULQJ� WKHVH�\HDUV��7KLV�VXJJHVWV� WKDW�RQH�RU�PRUH�RI� WKH
RWKHU�VL[�SDWKZD\V�KDV�KDG�DQ�RSSRVLWH�HIIHFW��7KH�UHPDLQGHU�RI�WKLV�VHFWLRQ�ZLOO
H[DPLQH�WKHVH�RWKHU�SDWKZD\V�LQ�GHWDLO�

%��3ULFH�HIIHFWV��

3ROLF\�UHIRUPV�FDQ�DOVR�DIIHFW�HGXFDWLRQ�VHUYLFHV��DQG�XOWLPDWHO\�RXWFRPHV��E\
DIIHFWLQJ�SULFHV��7KH�
SULFH
�RI�HGXFDWLRQ�VHUYLFHV�LV�SDLG�E\�KRXVHKROGV�LQ�WZR
IRUPV��RIILFLDO�XVHU�IHHV�DQG�D�YDULHW\�RI�FRQWULEXWLRQV�DQG�SD\PHQWV�UHTXLUHG�RI
VWXGHQWV�� %HIRUH� WKH� 'RL�0RL� SROLFLHV� ZHUH� LQWURGXFHG�� QR� WXLWLRQ� IHHV� ZHUH
FKDUJHG�DW�DQ\�OHYHO�RI�HGXFDWLRQ��2WKHU�W\SHV�RI�IHHV�ZHUH�RIWHQ�LPSRVHG��EXW

������������������������������������������
�� 7KLV�VHFWLRQ�GUDZV�IURP�:RUOG�%DQN������E��
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WKH\�ZHUH�SUREDEO\�QRW�YHU\�ODUJH�VLQFH�SHRSOH
V�LQFRPHV�ZHUH�VR�ORZ��,QVWHDG�
ILQDQFLQJ� IRU� HGXFDWLRQ� ZDV� RIWHQ� GRQH� DW� WKH� FRPPXQH� OHYHO� XVLQJ� IXQGV
JHQHUDWHG�E\�WKH�RSHUDWLRQ�RI�DJULFXOWXUDO�FRRSHUDWLYHV�

8QGHU� WKH� 'RL� 0RL� SROLFLHV�� WKH� RIILFLDO� SULFLQJ� SROLF\� IRU� HGXFDWLRQ� KDV
FKDQJHG��$OWKRXJK�LW�LV�VWLOO�WKH�FDVH�WKDW�QR�WXLWLRQ�IHHV�DUH�FKDUJHG�IRU�SULPDU\
HGXFDWLRQ�� WXLWLRQ� IHHV� KDYH� EHHQ� LQWURGXFHG� DW� KLJKHU� OHYHOV� RI� HGXFDWLRQ�� ,Q
JHQHUDO�� WKHVH�IHHV�DUH�KLJKHU�LQ�XUEDQ�DUHDV�WKDQ� LQ�UXUDO�DUHDV�� ,Q�ERWK�XUEDQ
DQG�UXUDO�DUHDV��DQQXDO�IHHV�LQ�ORZHU�DQG�XSSHU�VHFRQGDU\�VFKRROV�ULVH�ZLWK�HDFK
JUDGH�OHYHO��UDQJLQJ�EHWZHHQ�91'��������DQG�91'��������LQ�ORZHU�VHFRQGDU\
VFKRROV� DQG� EHWZHHQ� 91'� ������� DQG� 91'� ������� LQ� XSSHU� VHFRQGDU\
VFKRROV����7R� UHGXFH� WKH�EXUGHQ�RI� IHHV� DW� WKH� VHFRQGDU\� OHYHO�� SDUWLDO� RU� IXOO
H[HPSWLRQV�DUH�RIIHUHG�WR�FHUWDLQ�FDWHJRULHV�RI�VWXGHQWV��VXFK�DV�FKLOGUHQ�RI�ZDU
LQYDOLGV�� RUSKDQV�� FHUWDLQ� HWKQLF� PLQRULWLHV�� UHVLGHQWV� RI� UHPRWH� PRXQWDLQRXV
DUHDV�DQG�FKLOGUHQ�RI�SXEOLF�VHFWRU�ZRUNHUV�

)RU� SRVW�VHFRQGDU\� HGXFDWLRQ�� JRYHUQPHQW� UHJXODWLRQV� VSHFLI\� WXLWLRQ� IHHV
UDQJLQJ� IURP�91'� ��������������� SHU�PRQWK�� SOXV� IHHV� IRU� YDULRXV� VHUYLFHV
VXFK� DV�PDWULFXODWLRQ�� H[DPLQDWLRQV�� ERDUGLQJ� DQG� JUDGXDWLRQ�� 7KHUH� DUH� DOVR
UHJXODWLRQV� UHJDUGLQJ�ZKLFK� VWXGHQWV� VKRXOG� EH� JUDQWHG� IXOO� H[HPSWLRQV� IURP
IHHV��ZDU�LQYDOLGV��RUSKDQV��DQG�WKRVH�ZLWK�RXWVWDQGLQJ�DFDGHPLF�DFKLHYHPHQWV�
DQG����SHU�FHQW�UHGXFWLRQV�LQ�IHHV��VWXGHQWV�IURP�FHUWDLQ�HWKQLF�PLQRULW\�JURXSV
DQG�FKLOGUHQ�RI�SXEOLF�HPSOR\HHV�DQG�VROGLHUV��

,Q�IDFW�� WKH�RIILFLDO�IHHV�GLVFXVVHG�DERYH�GR�QRW�SURYLGH�D�FRPSOHWH�SLFWXUH��$
UHFHQW�KRXVHKROG�VXUYH\�FRQGXFWHG� LQ������UHYHDOV� WKDW� WKH�JRYHUQPHQW
V�XVHU
IHH� SROLF\� IRU� HGXFDWLRQ� UHSUHVHQWV� RQO\� D� VPDOO� SRUWLRQ� RI� WKH� SULYDWH
H[SHQGLWXUHV�LQFXUUHG�E\�IDPLOLHV�WR�REWDLQ�SXEOLF�HGXFDWLRQ�IRU�WKHLU�FKLOGUHQ�
(YHQ� LQ� SULPDU\� VFKRRO�� ZKHUH� WXLWLRQ� IHHV� DUH� ZDLYHG� IRU� DOO� VWXGHQWV�
KRXVHKROG�H[SHQGLWXUHV�DUH�VLJQLILFDQW��,Q�XUEDQ�DUHDV��HDFK�FKLOG�HQUROOHG�LQ�D
SXEOLF�SULPDU\�VFKRRO�SD\V��RQ�DYHUDJH��DERXW�91'����������DERXW�������DQG�LQ
UXUDO�DUHDV��SULPDU\�VWXGHQWV�SD\�DOPRVW�91'����������DERXW�����������7KHVH
SD\PHQWV�IRU�SULPDU\�VFKRRO�WDNH�WKH�IROORZLQJ�IRUPV��VFKRRO�LPSURYHPHQW�IHHV
���� SHU� FHQW��� SDUHQW� DVVRFLDWLRQ� IHHV� ��� SHU� FHQW��� LQVXUDQFH� ��� SHU� FHQW��
WH[WERRNV� ���� SHU� FHQW��� VXSSOLHV� DQG�PDWHULDOV� ���� SHU� FHQW��� WXWRULQJ� ��� SHU
FHQW���PHDOV�DZD\�IURP�KRPH�����SHU�FHQW���DQG�RWKHU�FRVWV����SHU�FHQW���*62
DQG�$'%��������

������������������������������������������
�� 7KHVH� ILJXUHV� UHIHU� WR� GDWD� FROOHFWHG� LQ� ������ZKHQ� RQH�8�6�� GROODU�ZDV� HTXDO� WR� DERXW

�������9LHWQDPHVH�GRQJ�
�� 2I� FRXUVH�� WKHVH� FRVWV� GR� QRW� LQFOXGLQJ� WKH� RSSRUWXQLW\� FRVW� �IRUHJRQH� HDUQLQJV�� RI

FKLOGUHQ�
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3ULYDWH�H[SHQGLWXUHV�IRU�VHFRQGDU\�VFKRRO�DUH�DOVR�PXFK�KLJKHU�WKDQ�RQH�ZRXOG
LQIHU� IURP� WKH� RIILFLDO� XVHU� IHH� SROLF\�� $YHUDJH� WRWDO� SULYDWH� SD\PHQWV� IRU
VHFRQGDU\� VFKRRO�DUH� ILYH� WR� VL[� WLPHV�KLJKHU� WKDQ�RIILFLDO� XVHU� IHHV�� ,Q�XUEDQ
DUHDV��D� W\SLFDO� ORZHU� VHFRQGDU\� VFKRRO� UHTXLUHV�KRXVHKROG�SD\PHQWV�RI�91'
��������������SHU�\HDU�IRU�ORZHU�VHFRQGDU\�DQG�91'���������������IRU�XSSHU
VHFRQGDU\�VFKRRO��,Q�UXUDO�DUHDV��VWXGHQWV�SD\��RQ�DYHUDJH��91'��������������
IRU�ORZHU�VHFRQGDU\�VFKRRO�DQG�91'���������������IRU�XSSHU�VHFRQGDU\�VFKRRO
�*62�DQG�$'%���������7R�SURYLGH�VRPH�SHUVSHFWLYH�RQ�WKH�OHYHO�RI�SD\PHQWV
EHLQJ� VKRXOGHUHG� E\� 9LHWQDPHVH� KRXVHKROGV�� SHU� FDSLWD� DQQXDO� KRXVHKROG
H[SHQGLWXUHV� LQ� ����� ZDV� 91'� ���� PLOOLRQ� �UXUDO� UHVLGHQWV�� DQG� 91'� ���
PLOOLRQ��XUEDQ�UHVLGHQWV���7KXV�IRU�WKH�W\SLFDO�UXUDO�IDPLO\�RI�ILYH��WRWDO�DQQXDO
KRXVHKROG�H[SHQGLWXUHV�LQ������ZHUH�91'���PLOOLRQ��VR�WKH�FRVW�RI�VHQGLQJ�D
FKLOG� WR� SULPDU\� VFKRRO� DPRXQWHG� WR� ���� SHU� FHQW� RI� DQQXDO� H[SHQGLWXUHV�
$QDORJRXV�FRVWV� IRU� ORZHU�DQG�XSSHU� VHFRQGDU\� VFKRRO�ZHUH�����SHU� FHQW� DQG
����SHU�FHQW��UHVSHFWLYHO\��)RU�D�W\SLFDO�XUEDQ�KRXVHKROG�RI�IRXU��WKH�DQDORJRXV
ILJXUHV�DUH�����SHU�FHQW� �SULPDU\�������SHU�FHQW� �ORZHU� VHFRQGDU\�� DQG�����SHU
FHQW��XSSHU�VHFRQGDU\���2I�FRXUVH��WKHVH�IHHV�DUH�D�PXFK�KLJKHU�SHUFHQWDJH�IRU
IDPLOLHV�WKDW�DUH�SRRUHU�WKDQ�DYHUDJH�

)LQDOO\�� KLJKHU� HGXFDWLRQ� DOVR� UHTXLUHV� SULYDWH� SD\PHQWV� ZHOO� EH\RQG� WKH
RIILFLDO�WXLWLRQ�FKDUJHG�E\�WKH�LQGLYLGXDO�LQVWLWXWLRQV��,Q������WKH�DYHUDJH�OHYHO
RI� IHHV� FROOHFWHG� IURP� VWXGHQWV� ZDV� DERXW� 91'� �������� SHU� \HDU� �*62� DQG
$'%���������2WKHU�SD\PHQWV�DVVRFLDWHG�ZLWK� VWXG\� �L�H�� ERRNV�� WUDQVSRUWDWLRQ
DQG�URRP�DQG�ERDUG�ZKLOH�VWXG\LQJ��PRUH�WKDQ�GRXEOH�KRXVHKROG�H[SHQGLWXUHV
RQ� KLJKHU� HGXFDWLRQ�� PDNLQJ� WKH� FRVW� ZHOO� RYHU� ��� SHU� FHQW� RI� D� UXUDO
KRXVHKROG
V� DQQXDO� H[SHQGLWXUHV� DQG� DERXW� ��� SHU� FHQW� RI� XUEDQ� KRXVHKROG
H[SHQGLWXUHV�

,Q�VXPPDU\��SULFHV�IRU�HGXFDWLRQ�FDQ�EH�VXEVWDQWLDO��HVSHFLDOO\�DW�WKH�VHFRQGDU\
DQG� SRVW�VHFRQGDU\� OHYHOV�� +RZHYHU�� LW� ZRXOG� EH� SUHPDWXUH� WR� FODLP� WKDW
LQFUHDVHG�SULFHV�DUH�UHVSRQVLEOH�IRU�WKH�GHFOLQH�LQ�VHFRQGDU\�VFKRRO�HQUROOPHQW
LQ� 9LHWQDP� LQ� WKH� ODWH� ����
V�� *OHZZH� DQG� -DFRE\� ������� XVHG� WKH� �������
9LHWQDP� /LYLQJ� 6WDQGDUGV� 6XUYH\� WR� H[DPLQH� WKH� FDXVHV� RI� WKLV� GHFOLQH�� EXW
EHIRUH�WXUQLQJ�WR�WKDW�VWXG\�DQ�H[DPLQDWLRQ�RI�WKH�RWKHU�IDFWRUV�WKDW�GHWHUPLQH
XVH�RI�HGXFDWLRQDO�VHUYLFHV�LV�QHHGHG�

&��7LPH�FRVWV

$QRWKHU�GHWHUPLQDQW�RI�VFKRRO�HQUROOPHQW��DQG�XOWLPDWHO\�RI�\HDUV�RI�VFKRROLQJ
DWWDLQHG�� LV� WKH� WLPH�FRVW�RI� DWWHQGLQJ� VFKRRO��%HFDXVH� VFKRRO� DWWHQGDQFH�XVHV
PXFK�PRUH� WLPH� WKDQ� XVH� RI� KHDOWK� VHUYLFHV�� FKDQJHV� LQ� WLPH� FRVWV�PD\� KDYH
ODUJH�HIIHFWV�RQ�VFKRRO�DWWHQGDQFH�DQG�HQUROOPHQW��7KH�IDFW� WKDW� LQFRPHV�KDYH
EHHQ�ULVLQJ�LQ�9LHWQDP�LPSOLHV�WKDW�WKLV�SDWKZD\�PD\�EH�SDUWLFXODUO\�LPSRUWDQW�
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+RZHYHU�� WKH� PRVW� LPSRUWDQW� HIIHFW� LV� SUREDEO\� QRW� WKH� JHQHUDO� LQFUHDVH� LQ
LQFRPH� EXW� WKH� IDFW� WKDW� XQGHU� WKH� SUHYLRXV� DJULFXOWXUDO� FRRSHUDWLYH� V\VWHP
KRXVHKROG�LQFRPHV�ZHUH�RQO\�ORRVHO\�UHODWHG�WR�WKH�DPRXQW�RI�WLPH�KRXVHKROG
PHPEHUV� VSHQW� ZRUNLQJ�� ,Q� FRQWUDVW�� WKH� FXUUHQW� V\VWHP� RI� IDPLO\� IDUPLQJ
LPSOLHV�WKDW�D�IDUP�KRXVHKROG�ZLOO�EHDU�WKH�IXOO�FRVW�RI�WLPH�LWV�FKLOGUHQ�VSHQG�LQ
VFKRRO��VLQFH�WKH\�ZLOO�WKHQ�QRW�EH�DYDLODEOH�WR�ZRUN�RQ�WKH�IDPLO\
V�IDUP��7KLV
WLPH� LQ� VFKRRO� HIIHFW� SUREDEO\� JUHDWO\� RXWZHLJKV� RWKHU� WLPH� HIIHFWV�� VXFK� DV
FKDQJHV� LQ� WUDYHO� WLPH�� ,Q� IDFW�� WUDYHO� WLPH� KDV� SUREDEO\� QRW� FKDQJHG� DW� DOO
EHFDXVH�YHU\�IHZ�SULYDWH�VFKRROV�KDYH�DSSHDUHG�LQ�9LHWQDP�WR�GDWH�

7KH� IDFW� WKDW� VHFRQGDU\� VFKRRO� HQUROOPHQW� GURSSHG� VXEVWDQWLDOO\� DIWHU� WKH
LQWURGXFWLRQ�RI�'RL�0RL�SROLFLHV�LQ������LV�FRQVLVWHQW�ZLWK�WKH�K\SRWKHVLV�WKDW
WKH� VZLWFK� IURP� DJULFXOWXUDO� FRRSHUDWLYHV� WR� IDPLO\� IDUPV� JUHDWO\� UDLVHG� WKH
LQFHQWLYHV� RI� UXUDO� KRXVHKROGV� WR� UHPRYH� WKHLU� FKLOGUHQ� IURP� VFKRRO� DQG� SXW
WKHP�WR�ZRUN�RQ�WKH�IDPLO\�IDUP��,QGHHG��*OHZZH�DQG�-DFRE\��������VKRZ�WKDW
WKH�GHFOLQH�LQ�VHFRQGDU\�VFKRRO�HQUROOPHQWV�ZDV�SULPDULO\�D�UXUDO�SKHQRPHQRQ�
DQG� ZDV� DFFRPSDQLHG� E\� D� GUDPDWLF� LQFUHDVH� LQ� ODERU� IRUFH� SDUWLFLSDWLRQ� E\
FKLOGUHQ�RI�VHFRQGDU\�VFKRRO�DJH��:KHWKHU�WKLV�LV�WKH�PDLQ�FDXVH�RI�WKH�GLS�LQ
VHFRQGDU\� VFKRRO� HQUROOPHQW� ZLOO� EH� GLVFXVVHG� EHORZ�� $W� WKLV� SRLQW� LW� LV
VXIILFLHQW� WR� QRWH� WKDW� LW� PD\� KDYH� EHHQ� LQ� LPSRUWDQW� GHWHUPLQDQW� RI� WKDW
SKHQRPHQRQ�

'��4XDOLW\

$V�ZLWK�SXEOLFO\�SURYLGHG�KHDOWK�VHUYLFHV�� WKHUH�LV�YLUWXDOO\�QR�LQIRUPDWLRQ�RQ
FKDQJHV� LQ� WKH� TXDOLW\� RI� SXEOLF� VFKRROV� VLQFH� WKH� 'RL� 0RL� SROLFLHV� ZHUH
DGRSWHG� LQ�9LHWQDP��:KLOH� SULYDWH� VFKRROV� DUH� QR� ORQJHU� SURKLELWHG�� WKH\� DUH
VWLOO�UHODWLYHO\�UDUH��HQUROOLQJ�RQO\�����SHU�FHQW�RI�SULPDU\�DQG�VHFRQGDU\�VFKRRO
VWXGHQWV�LQ����������VHH�*OHZZH�DQG�3DWULQRV���������7KXV��FKDQJHV�LQ�TXDOLW\
DUH�SULPDULO\�FKDQJHV�LQ�WKH�TXDOLW\�RI�SXEOLF�VFKRROV�

2QH�ZD\�WR�JHW�DW�FKDQJHV�LQ�VFKRRO�TXDOLW\�LQGLUHFWO\�LV�WR�H[DPLQH�FKDQJHV�LQ
SXEOLF� H[SHQGLWXUHV� IRU� HGXFDWLRQ� DQG� WUDLQLQJ� RYHU� WLPH�� 6XFK� H[SHQGLWXUHV
URVH�IURP�����SHU�FHQW�RI�*'3�LQ������WR�����SHU�FHQW�E\�������6LQFH�*'3�ZDV
ULVLQJ�TXLFNO\�GXULQJ�WKLV�SHULRG��UHDO�SHU�FDSLWD�H[SHQGLWXUHV�PRUH�WKDQ�GRXEOHG
IURP� 91'� ������� SHU� VWXGHQW� WR� 91'� ���� ����� 7KH� ODUJHVW� VKDUH� RI� WKHVH
H[SHQGLWXUHV� ZHQW� WR� SULPDU\� HGXFDWLRQ� ���� SHU� FHQW��� IROORZHG� FORVHO\� E\
VHFRQGDU\� HGXFDWLRQ� ���� SHU� FHQW��� KLJKHU� HGXFDWLRQ� ���� SHU� FHQW��� DQG
YRFDWLRQDO�WUDLQLQJ�����SHU�FHQW���%HWZHHQ������DQG�������SULPDU\�HGXFDWLRQ
V
VKDUH� RI� WKH� HGXFDWLRQ� EXGJHW� GHFOLQHG� E\� �� WR� ��� SHUFHQWDJH� SRLQWV�� ZKLOH
VHFRQGDU\
V� VKDUH� LQFUHDVHG� E\� DERXW� WKH� VDPH� DPRXQW��+LJKHU� HGXFDWLRQ� DQG
YRFDWLRQDO� WUDLQLQJ
V� VKDUH� GHFOLQHG� RYHU� WKH� SHULRG�ZKLOH� 
RWKHU� H[SHQGLWXUHV

�ODUJHO\� DGPLQLVWUDWLRQ�� LQFUHDVHG� VLJQLILFDQWO\� �IRU� D� GHWDLOHG� GHVFULSWLRQ�� VHH
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:RUOG�%DQN������E���,W� LV�XQOLNHO\�WKDW� WKLV� LQFUHDVHG�IXQGLQJ�ZDV�FRPSOHWHO\
ZDVWHG�� VR� LW�DSSHDUV� WKDW��RQ�DYHUDJH�� VFKRRO�TXDOLW\� LQFUHDVHG� LQ�9LHWQDP� LQ
WKH�HDUO\�����
V����7KLV�PD\�H[SODLQ�DW� OHDVW�SDUW�RI�WKH�UHFRYHU\�LQ�VHFRQGDU\
VFKRRO�HQUROOPHQW�LQ�9LHWQDP�WKDW�EHJDQ�LQ������

(��2WKHU�GHWHUPLQDQWV�RI�VFKRRO�HQUROOPHQW�DQG�DWWDLQPHQW

7KH�RWKHU� WKUHH�GHWHUPLQDQWV� RI� KRXVHKROGV
� XVH�RI� HGXFDWLRQ� VHUYLFHV� DUH� WKH
YDOXH�WKH\�SODFH�RQ�HGXFDWLRQ�IRU�LWV�RZQ�VDNH��WKH�FRQWULEXWLRQ�RI�HGXFDWLRQ�WR
LQFRPH�� DQG� JRYHUQPHQW� UHJXODWLRQV� UHTXLULQJ� VFKRRO� HQUROOPHQW�� $V� ZLWK
KHDOWK�� WKHUH� LV� OLWWOH� UHDVRQ� WR� WKLQJ� WKDW� WKH� YDOXH� KRXVHKROGV� SODFH� RQ
HGXFDWLRQ�IRU�LWV�RZQ�VDNH�KDV�FKDQJHG�GXH�WR�'RL�0RL�SROLFLHV��\HW�WKHUH�KDYH
EHHQ�FKDQJHV�LQ�WKH�RWKHU�WZR�IDFWRUV�

&KDQJHV� LQ� WKH� YDOXH� WKDW� KRXVHKROGV� SODFH� RQ� HGXFDWLRQ� GXH� WR� LWV� SRVLWLYH
LQFRPH� HIIHFWV� DUH� PRUH� OLNHO\� WR� H[SODLQ� LQFUHDVHV� LQ� VFKRROLQJ�� ,Q� JHQHUDO�
SULRU�WR�WKH�'RL�0RL�UHIRUPV�9LHWQDP��OLNH�PDQ\�VRFLDOLVW�FRXQWULHV��WHQGHG�WR
VHW�ZDJHV� VR� DV� WR� UHGXFH� LQHTXDOLW\� DPRQJ�SHRSOH�ZLWK� GLIIHUHQW� VNLOOV�� 7KLV
LPSOLHV�WKDW�HGXFDWLRQ�KDG�D�ORZHU�HFRQRPLF�UHWXUQ�WKDQ�ZRXOG�KDYH�SUHYDLOHG
LQ� D� PDUNHW� V\VWHP��:KLOH� JRYHUQPHQW� ZRUNHUV� PD\� VWLOO� EH� VXEMHFW� WR� VXFK
ZDJH� FRPSUHVVLRQ� DIWHU� WKH� LQWURGXFWLRQ� RI� 'RL� 0RL� SROLFLHV�� SULYDWH� VHFWRU
ZRUNHUV� QRZ� HDUQ� ZKDWHYHU� WKH� PDUNHW� ZLOO� EHDU� IRU� VRPHRQH� ZLWK� WKHLU
HGXFDWLRQDO� EDFNJURXQG�� 7KXV� LW� LV� OLNHO\� WKDW� HGXFDWLRQ� KDV� EHFRPH� PRUH
DWWUDFWLYH� IRU� UHPXQHUDWLYH� UHDVRQV�� ZKLFK� VKRXOG� UHVXOW� LQ� JHQHUDOO\� KLJKHU
OHYHOV�RI�VFKRRO�DWWDLQPHQW�

)LQDOO\�� WKHUH� LV� WKH� LVVXH� RI� JRYHUQPHQW� UHTXLUHPHQWV� WKDW� FKLOGUHQ� DWWHQG
VFKRRO��%HIRUH�'RL�0RL�SROLFLHV�� WKHUH�ZDV�QR�RIILFLDO�UHJXODWLRQ�WKDW�FKLOGUHQ
DWWHQG�VFKRRO��DOWKRXJK�HGXFDWLRQ�ZDV�VWURQJO\�HQFRXUDJHG��,Q�������D�ODZ�ZDV
LQVWLWXWHG� UHTXLULQJ� DOO� FKLOGUHQ� WR� DWWHQG� SULPDU\� VFKRRO� �$KQ�� HW� DO��� ������
+RZHYHU��LW�LV�FOHDU�WKDW�WKLV�ODZ�LV�QRW�VWULFWO\�HQIRUFHG��DQG�LW�LV�OLNHO\�WKDW�LW
KDV�QRW�KDG�DQ�DSSUHFLDEOH�HIIHFW�RQ�VFKRRO�HQUROOPHQW�LQ�9LHWQDP�

)��$Q�HFRQRPHWULF�DQDO\VLV�RI�WKH�GHWHUPLQDQWV�RI�VFKRRO�DWWDLQPHQW

$�UHFHQW�VWXG\�E\�*OHZZH�DQG�-DFRE\��������LQYHVWLJDWHV�WKH�FDXVHV�RI�FKDQJHV
LQ�SULPDU\�DQG�VHFRQGDU\�VFKRRO�HQUROOPHQW�UDWHV�RYHU�WLPH�LQ�9LHWQDP��8VLQJ
WLPHV� VHULHV� GDWD� EDVHG� RQ� UHWURVSHFWLYH� LQIRUPDWLRQ� SURYLGHG� LQ� WKH� �������
91/66��DV�ZHOO�DV�HFRQRPHWULF�DQDO\VLV�RI�FXUUHQW�VFKRRO�HQUROOPHQW�SDWWHUQV
XVLQJ� WKH�VDPH�GDWD�� WKH\�GUDZ�VHYHUDO� WHQWDWLYH�FRQFOXVLRQV� UHJDUGLQJ� VFKRRO

������������������������������������������
�� 6FKRRO� TXDOLW\� FRXOG� KDYH� GHFOLQHG� LQ� FHUWDLQ� UHJLRQV� RU� DPRQJ� FHUWDLQ� VRFLRHFRQRPLF

JURXSV��EXW�UHJUHWWDEO\�WKHUH�DUH�QR�GDWD�ZLWK�ZKLFK�WR�FKHFN�WKLV�SRVVLELOLW\�
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HQUROOPHQW� WUHQGV� LQ� 9LHWQDP�� )LUVW�� WKH\� ILQG� DOPRVW� QR� HYLGHQFH� WKDW� WKH
LQFUHDVH�LQ�WKH�SULFH�RI�VFKRROLQJ�KDG�DQ�HIIHFW��7KLV�LV�EHFDXVH��D��WKH�GHFOLQH
LQ�HQUROOPHQW�DW� WKH� VHFRQGDU\� OHYHO�SUHFHGHG� WKH� LQFUHDVH� LQ� VFKRRO� SULFHV� LQ
������E��WKH�LQFUHDVH�LQ�WKH�IXOO�FRVW�RI�SULPDU\�VFKRROLQJ�KDG�QR�DSSDUHQW�HIIHFW
RQ� WUHQGV� LQ� SULPDU\� VFKRRO� HQUROOPHQW�� DQG� F�� FURVV�VHFWLRQDO� UHJUHVVLRQ
DQDO\VLV�VKRZHG�RQO\�ZHDN�VXSSRUW�IRU�SULFH�HIIHFWV�RQ�VFKRRO�HQUROOPHQW�DQG
FRPSOHWLRQ�DQG�GHFLVLRQV�

*OHZZH� DQG� -DFRE\� DOVR� LQYHVWLJDWHG� ZKHWKHU� WKH� VZLWFK� WR� IDPLO\�EDVHG
IDUPLQJ� OHG� WR� WKH� GHFUHDVH� LQ� VHFRQGDU\� VFKRRO� HQUROOPHQW� UDWHV�� 7KH� WLPH
VHULHV�HYLGHQFH�VXSSRUWV�WKLV�K\SRWKHVLV��VLQFH�ODERU�IRUFH�SDUWLFLSDWLRQ�MXPSHG
GUDPDWLFDOO\� DPRQJ� FKLOGUHQ� RI� VHFRQGDU\� VFKRRO� DJH� LQ� WKH� ODWH� ����
V�� ,Q
DGGLWLRQ��ZKLOH� WKHUH� LV� VRPH� HYLGHQFH� WKDW� SULPDU\� VFKRROLQJ�PDNHV� IDUPHUV
PRUH� SURGXFWLYH�� WKHUH� LV� QR� HYLGHQFH� WKDW� VHFRQGDU\� HGXFDWLRQ� KDV� D� VLPLODU
HIIHFW��)LQDOO\��WKH�IDFW�WKDW�VHFRQGDU\�VFKRRO�HQUROOPHQWV�GHFOLQHG�PXFK�PRUH
LQ� UXUDO� DUHDV� WKDQ� LQ� XUEDQ� RQHV� LV� DOVR� FRQVLVWHQW� ZLWK� WKLV� K\SRWKHVLV�
+RZHYHU��FURVV�VHFWLRQDO�UHJUHVVLRQV�GLG�QRW�VKRZ�DQ\�QHJDWLYH�HIIHFW�RI�UXUDO
ZDJHV� RQ� FRPSOHWLRQ� RI� �ORZHU�� VHFRQGDU\� VFKRRO�� DOWKRXJK� WKHUH� ZHUH
VLJQLILFDQW�QHJDWLYH�HIIHFWV�DW�WKH�SULPDU\�OHYHO�

7KH� ILQDO�GHWHUPLQDQW�RI�FKDQJHV� LQ�VFKRRO�HQUROOPHQW�FRQVLGHUHG�E\�*OHZZH
DQG� -DFRE\� LV� VFKRRO� TXDOLW\�� %RWK� WKH� WLPH� VHULHV� DQDO\VLV� DQG� WKH� FURVV�
VHFWLRQDO�UHJUHVVLRQ�HVWLPDWHV�RIIHU�VRPH�VXSSRUW�IRU�WKH�K\SRWKHVLV�WKDW�TXDOLW\
SOD\HG�D�UROH��EXW�VRPH�HYLGHQFH�LV�QRW�FRQVLVWHQW�ZLWK�WKLV�FRQMHFWXUH��DQG�WKH
GDWD�RQ�VFKRRO�TXDOLW\�DUH�YHU\�VLPSOLVWLF��7KXV�WKHUH�LV�RQO\�ZHDN�HYLGHQFH�LQ
IDYRU�RI�WKH�K\SRWKHVLV�WKDW�FKDQJHV�VFKRRO�TXDOLW\�DUH�DQ�LPSRUWDQW�GHWHUPLQDQW
RI�VFKRRO�HQUROOPHQW�WUHQGV�LQ�9LHWQDP�

*��$�FDVH�VWXG\��+D�7LQK�SURYLQFH

$QRWKHU� DSSURDFK� WR� DQDO\]LQJ� WKH� RYHUDOO� HIIHFW� RI� 'RL� 0RL� SROLFLHV� RQ
HGXFDWLRQDO�RXWFRPHV�LV�WR�ORRN�DJDLQ�DW�WKH�FDVH�VWXG\�RI�WKH�WZR�GLVWULFWV�LQ�+D
7LQK� SURYLQFH� E\�2;)$0� �������� 7KH� VWXG\� JRHV� EDFN�ZHOO� EHIRUH� WKH�'RL
0RL�UHIRUPV��7KH�HDUOLHVW�WLPH�SHULRG�GHVFULEHG�LV�
WKH�ZDU�SHULRG
������
V�DQG
����
V���ZKHQ� WHDFKHUV� WDXJKW�DQG�VWXGHQWV�VWXGLHG�ZLWK� 
UHYROXWLRQDU\� IHUYRU
�
GHVSLWH�VKRUWDJHV�RI�IXQGV�DQG�PDWHULDOV��7KH�VHFRQG�HUD�ZDV�
WKH�SRVW�ZDU��SUH
'RL�0RL� SHULRG� RI� GLVFRXUDJHPHQW
�� ZKLFK� FRYHUHG� PRVW� RI� WKH� ����
V�
(GXFDWLRQ� ZDV� IUHH�� EXW� FRPSHQVDWLRQ� IRU� WHDFKHUV� VWDJQDWHG�� HGXFDWLRQDO
VXSSOLHV�ZHUH�LQ�VKRUW�VXSSO\��DQG�ERWK�\RXQJ�SHRSOH�DQG�WKHLU�SDUHQWV�VDZ�IHZ
UHWXUQV�WR�WKHLU�KRXVHKROGV�IURP�HGXFDWLRQ�

7KH�WKLUG�SHULRG��ZKLFK�VRRQ�IROORZHG�WKH�LQWURGXFWLRQ�RI�WKH�'RL�0RL�UHIRUPV�
LV�UHIHUUHG�WR�DV�WKH�
��������VKRFN
��6RYLHW�DLG�ZDV�FXW�RII�DQG�PDFURHFRQRPLF
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LPEDODQFHV� OHG� WR� VHYHUH� VWDELOL]DWLRQ� DQG� DGMXVWPHQW� PHDVXUHV�� 7KH
GHFROOHFWLYL]DWLRQ�RI�WKH�HFRQRP\�SUHVHQWHG�QHZ�LQFRPH�HDUQLQJ�RSSRUWXQLWLHV�
EXW� WKH� VRFLDO� VHUYLFHV� SURYLGHG� E\� FROOHFWLYHV� GLVDSSHDUHG�� +RXVHKROGV
LQFUHDVHG� SURGXFWLRQ� WR� FRYHU� FRVWV� SUHYLRXVO\� SDLG� E\� WKH� VWDWH�� 3DUHQWV
UHPRYHG� WKHLU� FKLOGUHQ� IURP� VFKRRO� DQG�SXW� WKHP� WR�ZRUN�� LQ�SDUW� EHFDXVH� RI
SUHVVLQJ�VKRUW� WHUP�GHPDQGV� IRU� IRRG�DQG�EDVLF�QHFHVVLWLHV��7KLV� LV� FRQVLVWHQW
ZLWK� WKH�HFRQRPHWULF�DQDO\VLV�RI�*OHZZH�DQG�-DFRE\� �������SUHVHQWHG�DERYH�
+LJK�GURSRXW�UDWHV�DQG�GHFUHDVHV�LQ�WHDFKLQJ�TXDOLW\�FKDUDFWHUL]HG�WKLV�SHULRG�
7KH� IRXUWK� SHULRG� FRYHUV� ����� WR� WKH� SUHVHQW�� ,W� FDQ� EH� FKDUDFWHUL]HG� DV� WKH

SRVW�'RL�0RL�DGMXVWPHQW
�SHULRG��'XULQJ�WKLV�SHULRG�WKH�QXPEHU�RI�SXSLOV�KDV
ULVHQ�� 3DUHQWV� DUH� SODFLQJ� JUHDWHU� SULRULW\� RQ� ORQJ� WHUP� QHHGV� DQG� EHQHILWV�
)LQDQFLDO� VHFXULW\� KDV� LQFUHDVHG� DV� KRXVHKROGV� KDYH� DGMXVWHG� WR� DQ� HFRQRP\
ZLWKRXW� FROOHFWLYHV�� $W� WKH� VDPH� WLPH� GXH� WR� KLJKHU� WD[� UHYHQXHV�� WHDFKHU
VDODULHV�DQG�WHDFKLQJ�TXDOLW\�LQFUHDVHG���2;)$0��������

7KLV�FDVH�VWXG\�RI�+D�7LQK�SURYLQFH�SURYLGHV�D�VFHQDULR�WKDW�LV�IDLUO\�FRQVLVWHQW
ZLWK� WKH�HYLGHQFH�SUHVHQWHG�DERYH��7KH� LQLWLDO�'RL�0RL� UHIRUPV� UDLVHG� VFKRRO
IHHV�DV�ZHOO�DV�WKH�RSSRUWXQLW\��IRUJRQH�ODERU��FRVWV�RI�VFKRRO�DWWHQGDQFH��DQG
WKH�FXW�RII�RI�6RYLHW�DLG�PD\�KDYH�OHG�WR�GHFOLQHV�LQ�VFKRRO�TXDOLW\��$OO�RI�WKHVH
IDFWRUV�UHGXFHG�VFKRRO�DWWHQGDQFH��SDUWLFXODUO\�DW�WKH�VHFRQGDU\�OHYHO��+RZHYHU�
FRQWLQXHG� LQFUHDVHV� LQ� LQFRPH� OHW� WR� GLUHFW� LQFUHDVHV� LQ� WKH� GHPDQG� IRU
HGXFDWLRQ�� DQG� DOVR� LQFUHDVHG� GHPDQG� LQGLUHFWO\� E\� DGGLQJ� WR� IXQGV� DYDLODEOH
IRU� WKH�JRYHUQPHQW� WR� VSHQG�RQ� VFKRRO�TXDOLW\��7KXV��GHVSLWH� DQ� LQLWLDO� GLS� LQ
VFKRRO� HQUROOPHQW� LPPHGLDWHO\� IROORZLQJ� WKH� 'RL� 0RL� UHIRUPV�� DFFHVV� WR
HGXFDWLRQ�KDV�LPSURYHG�IRU�WKH�YDVW�PDMRULW\�RI�WKH�SRSXODWLRQ��+RZHYHU��WKHUH
LV� VWLOO�PXFK� URRP�IRU� LPSURYHPHQW��SDUWLFXODUO\�ZLWK� UHJDUG� WR� WKH�TXDOLW\�RI
HGXFDWLRQ�

9,,���&21&/86,216�$1'�/(66216�)520�9,(71$0

%DVHG�RQ�WKH�DQDO\VLV�SUHVHQWHG�DERYH��VHYHUDO�OHVVRQV�HPHUJH�IURP�WKLV�VWXG\
RI� KHDOWK� DQG� HGXFDWLRQ� RXWFRPHV� LQ� $VLDQ� WUDQVLWLRQDO� HFRQRPLHV�� )LUVW�
SURWHFWLQJ�DQG�LPSURYLQJ�KHDOWK�DQG�HGXFDWLRQ�RXWFRPHV�GHSHQGV�KHDYLO\�XSRQ
WKH�JHQHUDO� VXFFHVV�RI� HFRQRPLF� UHIRUPV� LQ� UDLVLQJ�KRXVHKROG� LQFRPH��:KHUH
HFRQRPLF�JURZWK�LV�VWURQJ��DV�LQ�&KLQD��/DRV�DQG�9LHWQDP��LW�LV�PXFK�HDVLHU�IRU
JRYHUQPHQWV� WR� ILQDQFH� LPSURYHPHQWV� LQ� SXEOLFO\� SURYLGHG� VHUYLFHV�� DQG� IRU
KRXVHKROGV� WR� FRQWULEXWH� WR� WKHLU� ILQDQFLQJ� WKURXJK� XVHU� IHHV�� %XW� DJDLQ�
DOWKRXJK� KLJKHU� LQFRPHV� SURYLGH� WKH� ULJKW� RSSRUWXQLWLHV� IRU� SURJUHVV�
JRYHUQPHQWV�PXVW�FRQVLGHU�KRZ�WR�FRPELQH�HIIHFWLYHO\�ERWK�SXEOLF�DQG�SULYDWH
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ILQDQFH�DQG�SURYLVLRQ�RI� KHDOWK� DQG� HGXFDWLRQ� VHUYLFHV�� DQG�ZKHUH� WR� DOORFDWH
VFDUFH�SXEOLF�UHVRXUFHV�

6HFRQG�� WKH� LQLWLDO� VWUXFWXUH� RI� WKH� HFRQRP\� LV� LPSRUWDQW� IRU� GHWHUPLQLQJ� WKH
LPSDFW�RI�SROLF\�FKDQJHV�RQ�WKH�SURYLVLRQ�RI�KHDOWK�DQG�HGXFDWLRQ�VHUYLFHV��7KH
QDWXUH�DQG�VHTXHQFLQJ�RI�
PDUNHW�RULHQWHG�UHIRUPV
�DSSURSULDWH�IRU�DQ\�FRXQWU\
ZLOO�GHSHQG�RQ� VSHFLILF�FRXQWU\�FLUFXPVWDQFHV�� ,Q�9LHWQDP�� WKH�GLVVROXWLRQ�RI
ODUJH� QXPEHUV� RI� VWDWH� HQWHUSULVHV� KDG� OLWWOH� HIIHFW� RQ� VRFLDO� VHFWRU� GHOLYHU\
V\VWHPV��VLQFH�WKH�PDLQO\�DJUDULDQ�ODERU�IRUFH�ZDV� ODUJHO\�XQDIIHFWHG�E\� WKHVH
VKXWGRZQV��2Q� WKH�RWKHU�KDQG�� WKH�GLVPDQWOLQJ�RI� DJULFXOWXUDO� FRRSHUDWLYHV� LQ
9LHWQDP� GLG� VHULRXVO\� XQGHUFXW� ORFDO� VRXUFHV� RI� ILQDQFLQJ� IRU� KHDOWK� DQG
HGXFDWLRQ�VHUYLFHV�

7KLUG��ZKHQ�DGRSWLQJ�PDUNHW�RULHQWHG�UHIRUPV�VRPH�H[SHULPHQWDWLRQ�RQ�D�VPDOO
VFDOH�LV�XVHIXO��DQG�LI�DQ�H[SHULPHQW�IDLOV�WKH�JRYHUQPHQW�PXVW�PRYH�TXLFNO\�WR
VWRS� LW�� RU� DW� OHDVW� FRXQWHUDFW� LWV� QHJDWLYH� HIIHFWV�� $Q� H[DPSOH� RI� WKLV� LV
9LHWQDP
V� SURYLVLRQ� RI� KHDOWK� VHUYLFHV��:KHQ� WKH� GLVPDQWOLQJ� RI� DJULFXOWXUDO
FRRSHUDWLYHV� LQ� UXUDO� DUHDV� OHIW� FRPPXQHV� XQDEOH� WR� ILQDQFH� EDVLF� KHDOWK
VHUYLFHV��WKH�FHQWUDO�JRYHUQPHQW�VWHSSHG�LQ��SURYLGLQJ�IXQGV�WR�SD\�WKUHH�KHDOWK
ZRUNHUV� SHU� FRPPXQH�� ,Q� JHQHUDO�� SLORW� WHVWV� RI� SURSRVHG� SROLFLHV� FDQ� DOORZ
JRYHUQPHQWV�WR�VFUDS�EDG�SROLFLHV�DQG�LPSURYH�WKH�HIIHFWLYHQHVV�RI�JRRG�RQHV�

)RXUWK�� DIWHU� WKH� LQLWLDO� UHIRUPV�� JRYHUQPHQWV� QHHG� WR� FDUHIXOO\� FRQVLGHU
PHGLXP�� DQG� ORQJ�UXQ� SODQV� IRU� EOHQGLQJ� SXEOLF� DQG� SULYDWH� KHDOWK� DQG
HGXFDWLRQ�VHUYLFHV��7KLV�UHTXLUHV�JRYHUQPHQW�LQVWLWXWLRQV�WKDW�FDQ�ERWK�SURYLGH
SXEOLF� VHUYLFHV� DQG� FUHDWH� DQ� HQDEOLQJ� HQYLURQPHQW� IRU� SULYDWH� SURYLVLRQ� WR
GHYHORS��$�FOHDU�GHILQLWLRQ�RI�WKH�UROH�RI�JRYHUQPHQW�LV�DQ�H[WUHPHO\�LPSRUWDQW
WDVN�GXULQJ�WKH�WUDQVLWLRQ�LQ�RUGHU� WR�GHWHUPLQH�ZKHQ�SXEOLF�UHYHQXHV�PXVW�EH
UHOLHG�XSRQ�DQG�ZKHQ�SULYDWH�VHFWRU�IXQGV�DQG�LQLWLDWLYHV�FDQ�PHHW�WKH�GHPDQG
IRU�VSHFLILF�KHDOWK�DQG�HGXFDWLRQ�VHUYLFHV�

)LQDOO\�� LW� LV�DOPRVW� LQHYLWDEOH� WKDW� VRPH�JURXSV�ZLOO� IDFH�VHULRXV�EDUULHUV� WKDW
SUHYHQW�WKHP�IURP�EHQHILWLQJ�IURP�PDUNHW�RULHQWHG�SROLF\�UHIRUPV��,GHQWLI\LQJ
YXOQHUDEOH� JURXSV�PXVW� EH� SDUW� RI� JRYHUQPHQW� DFWLYLW\� LQ� D�PDUNHW� HFRQRP\�
&DUHIXO�DQDO\WLFDO�ZRUN��XVLQJ�LQFOXGLQJ�KRXVHKROG�VXUYH\V�DQG�RWKHU�W\SHV�RI
LQIRUPDWLRQ�� LV� H[WUHPHO\� LPSRUWDQW�� 7KH� RQO\� DOWHUQDWLYH� LV� WR� OHW� SROLWLFDO
DJHQGDV�DQG�RU�DQHFGRWDO�H[SHULHQFH�JXLGH�QDWLRQDO�SROLF\��ZKLFK�ZLOO�VRRQHU�RU
ODWHU�OHDG�WR�SROLF\�IDLOXUHV�WKDW�ZLOO� WKUHDWHQ�WKH�KHDOWK�VWDWXV�DQG�HGXFDWLRQDO
SURVSHFWV�IRU�PLOOLRQV�RI�FLWL]HQV�
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5()(5(1&(6

$GXNL��������
3RYHUW\�LQ�9LHWQDP
��$GXNL�3W\��/WG���&DQEHUUD��$XVWUDOLD�

%HKUPDQ�� -HUH�� -LP� .QRZOHV� DQG� 0F,QQHV�� ������ 
7KH� 'HPDQG� IRU� +HDOWK
,QVXUDQFH�LQ�9LHWQDP
��$EW�$VVRFLDWHV�,QF�

%LUG��5LFKDUG��5REHUW�(EHO�DQG�&KULVWLQH�:DOOLFK��������'HFHQWUDOL]DWLRQ�RI�WKH
6RFLDOLVW� 6WDWH�� ,QWHUJRYHUQPHQWDO� )LQDQFH� LQ� 7UDQVLWLRQ� (FRQRPLHV�� :RUOG
%DQN��:DVKLQJWRQ��'&�

&KDONHU�� -RKQ�� ������ 
4XDQWLWDWLYH� (YDOXDWLRQ� RI� WKH� +DL� 3KRQJ� +HDOWK
)LQDQFLQJ�IRU�3ULPDU\�+HDOWK�&DUH�3URMHFW��+DV�3UDFWLFH�&KDQJHG�DW�&RPPXQH
+HDOWK�6WDWLRQV"
�6DYH�WKH�&KLOGUHQ��+DQRL�

'ROODU��'DYLG��DQG�3DXO�*OHZZH��������
3RYHUW\�DQG�,QHTXDOLW\�LQ�9LHWQDP
��LQ
'��'ROODU��3��*OHZZH�DQG� -��/LWYDFN�� HGV���+RXVHKROG�:HOIDUH� DQG�9LHWQDP
V
7UDQVLWLRQ�WR�D�0DUNHW�(FRQRP\��7KH�:RUOG�%DQN��:DVKLQJWRQ�'�&�

'ROODU��'DYLG��DQG�-HQQLH�/LWYDFN��������
0DFURHFRQRPLF�5HIRUP�DQG�3RYHUW\
5HGXFWLRQ
��LQ�'��'ROODU��3��*OHZZH�DQG�-��/LWYDFN��HGV��+RXVHKROG�:HOIDUH�DQG
9LHWQDP
V�7UDQVLWLRQ�WR�D�0DUNHW�(FRQRP\��7KH�:RUOG�%DQN��:DVKLQJWRQ�'�&�

*HUWOHU�� 3DXO�� DQG� -HQQLH� /LWYDFN�� ������ 
$FFHVV� WR� +HDOWK� &DUH� 'XULQJ
7UDQVLWLRQ
�� LQ�'��'ROODU�� 3��*OHZZH� DQG� -�� /LWYDFN�� HGV���+RXVHKROG�:HOIDUH
DQG�9LHWQDP
V�7UDQVLWLRQ�WR�D�0DUNHW�(FRQRP\��7KH�:RUOG�%DQN��:DVKLQJWRQ
'�&�

*HUWOHU�� 3DXO�� DQG� -DFTXHV� YDQ� GHU� *DDJ�� ������ 7KH� :LOOLQJQHVV� WR� 3D\� IRU
0HGLFDO� &DUH� LQ� 'HYHORSLQJ� &RXQWULHV�� -RKQV� +RSNLQV� 8QLYHUVLW\� 3UHVV�
%DOWLPRUH�

*OHZZH��3DXO�� DQG�+DQDQ� -DFRE\�� ������ 
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