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(QGLQJ�&KLOG�3RYHUW\�LQ�5LFK�&RXQWULHV��:KDW�:RUNV"%\�'U��-RKQ�6ZHHQH\
7KLV� VWXG\�ZDV� XQGHUWDNHQ� RQ� EHKDOI� RI� WKH�&KLOGUHQ¶V� 5LJKWV� $OOLDQFH� DQG�IXQGHG� E\� WKH� &RPEDW� 3RYHUW\� $JHQF\�� � 7KH�&RPEDW� 3RYHUW\� $JHQF\� KDV�ILQDQFLDOO\�VXSSRUWHG�WKLV�SURMHFW�DV�SDUW�RI�WKH�ZRUN�SURJUDPPH�RI�WKH�2SHQ�<RXU�(\HV�WR�&KLOG�3RYHUW\�,QLWLDWLYH���7KH�YLHZV�H[SUHVVHG�DUH�WKRVH�RI�WKH�DXWKRU�DQG�GR�QRW�QHFHVVDULO\�UHIOHFW�WKRVH�RI�WKH�&RPEDW�3RYHUW\�$JHQF\�
'U�� -RKQ�6ZHHQH\� LV�DQ�(FRQRPLF�DQG�6RFLDO�&RQVXOWDQW�DQG�D�PHPEHU�RI�WKH�IDFXOW\�RI�WKH�(GXFDWLRQ�'HSDUWPHQW�LQ�6W��3DWULFN¶V�&ROOHJH��'UXPFRQGUD�
7KH�&KLOGUHQ¶V�5LJKWV�$OOLDQFH LV�D� FRDOLWLRQ�RI� VL[W\�HLJKW�QRQ�JRYHUQPHQWDO�RUJDQLVDWLRQV�FRQFHUQHG�ZLWK�PHHWLQJ�WKH�QHHGV�DQG�VDIHJXDUGLQJ�WKH�ULJKWV�RI�FKLOGUHQ�LQ�,UHODQG���7KH�$OOLDQFH�ZRUNV�WR�VHFXUH�WKH�IXOO�LPSOHPHQWDWLRQ�LQ�,UHODQG�RI�WKH�SULQFLSOHV�DQG�SURYLVLRQV�RI�WKH�81�&RQYHQWLRQ�RQ�WKH�5LJKWV�RI�WKH�&KLOG��WR�ZKLFK�,UHODQG�LV�D�6WDWH�3DUW\���$PRQJ�WKH�ULJKWV�HQVKULQHG�LQ�WKH�&RQYHQWLRQ�LV�WKH�ULJKW�RI�HYHU\�FKLOG�WR�D�VWDQGDUG�RI�OLYLQJ�DGHTXDWH�IRU�WKH�FKLOG¶V� SK\VLFDO�� PHQWDO�� VSLULWXDO�� PRUDO� DQG� VRFLDO� GHYHORSPHQW�� � &KLOG�SRYHUW\� LV� LQFRPSDWLEOH� ZLWK� WKH� IXOO� UHDOLVDWLRQ� RI� WKDW� ULJKW� DQG� ZLWK� RWKHU�SURYLVLRQV�RI�WKH�&RQYHQWLRQ��LQFOXGLQJ�WKH�SULQFLSOH�RI�QRQ�GLVFULPLQDWLRQ�DQG�WKH�ULJKW�RI�HYHU\�FKLOG�WR�WKH�KLJKHVW�DWWDLQDEOH�VWDQGDUG�RI�KHDOWK��
7KH�2SHQ�<RXU�(\HV�WR�&KLOG�3RYHUW\�,QLWLDWLYH FRPSULVHV�HLJKW�RUJDQLVDWLRQV�ZRUNLQJ� WRJHWKHU� WR� IRVWHU� JUHDWHU� SXEOLF� DZDUHQHVV� RI� FKLOG� SRYHUW\� DQG� WR�SURPRWH� SXEOLF� SROLFLHV� WR� SUHYHQW�� UHGXFH� DQG� HOLPLQDWH� FKLOG� SRYHUW\� LQ�,UHODQG�� � 7KH�RUJDQLVDWLRQV� LQYROYHG� LQ� WKH� ,QLWLDWLYH� DUH�%DUQDUGRV��&RPEDW�3RYHUW\�$JHQF\��&KLOGUHQ¶V�5LJKWV�$OOLDQFH��1DWLRQDO�<RXWK�&RXQFLO�RI�,UHODQG��)RFXV� ,UHODQG��3DYHH�3RLQW��6RFLHW\�RI�6W��9LQFHQW�GH�3DXO�DQG�3HRSOH�ZLWK�'LVDELOLWLHV�LQ�,UHODQG�/WG�
7KH� &KLOGUHQ¶V� 5LJKWV� $OOLDQFH� ZLVKHV� WR� H[SUHVV� LWV� DSSUHFLDWLRQ� WR� WKH�&RPEDW�3RYHUW\�$JHQF\�IRU�IXQGLQJ�WKH�UHVHDUFK�DQG�SXEOLFDWLRQ�RI�WKLV�VWXG\�
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&RQWHQWV
([HFXWLYH�6XPPDU\ LLL
,QWURGXFWLRQ �
&KDSWHU�2QH���7KH�7UDFN�5HFRUGV�RI�5LFK�&RXQWULHV�LQ�7DFNOLQJ�&KLOG�3RYHUW\

��� :LGH�'LIIHUHQFHV�LQ�5DWHV�DQG�7UHQGV ���� .H\�+RXVHKROG�7\SHV ���� %ULQJLQJ�,UHODQG�LQWR�WKH�3LFWXUH ���� 7KH�'\QDPLFV�RI�&KLOG�,QFRPH�3RYHUW\ ����� 5HDVRQV�IRU�&KLOGUHQ¶V�,QFRPHV�&RPLQJ�XQGHU�7KUHDW ����� 'LIIHUHQW�5HWXUQV�WR�'LIIHUHQW�/HYHOV�RI�,QFRPH�6XSSRUW�IRU�&KLOGUHQ ����� 6XPPDU\�RI�.H\�3RLQWV ��
&KDSWHU�7ZR���7KH�,GHQWLILFDWLRQ�RI�5HDO�6XFFHVV��6RPH�0HDVXUHPHQW�,VVXHV

��� &KLOGUHQ¶V�µ,QFRPHV¶ ����� &KLOGUHQ�LQ�µ5HODWLYH¶�,QFRPH�3RYHUW\ ����� &KLOG�,QFRPH�3RYHUW\�DQG�%DVLF�'HSULYDWLRQ ����� 7KH�&RQFHSW�RI�&KLOG�:HOO�%HLQJ ����� 6XPPDU\�RI�.H\�3RLQWV ��
&KDSWHU�7KUHH���7KH�&RQWULEXWLRQV�RI�6SHFLILF�3ROLFLHV�WR�5HGXFLQJ�&KLOG,QFRPH�3RYHUW\�LQ�5LFK�&RXQWULHV

��� 0D[LPLVLQJ�3DUHQWDO�(PSOR\PHQW�DQG�(DUQLQJV ����� 6XSSRUWLQJ�3DUHQWLQJ ����� $FNQRZOHGJLQJ�3DUWLFXODU�1HHGV�LQ�2QH�3DUHQW�+RXVHKROGV ����� 3URWHFWLQJ�WKH�/LYLQJ�6WDQGDUGV�RI�+RXVHKROGV�ZLWK�1R�(DUQLQJV ����� 6XPPDU\�RI�.H\�3RLQWV ��
&KDSWHU�)RXU���6RPH�3HUVSHFWLYHV�DQG�5HFRPPHQGDWLRQV�IRU�,UHODQG

��� (OLPLQDWLQJ�&KLOG�,QFRPH�3RYHUW\ ����� :KDW�&RQVWLWXWHV�µ6XFFHVV¶�LV�QRW�WR�EH�WDNHQ�IRU�*UDQWHG �������)RXU�'LPHQVLRQV�WR�(OLPLQDWLQJ�&KLOG�3RYHUW\ ��
%LEOLRJUDSKLFDO�5HIHUHQFHV ��
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([HFXWLYH�6XPPDU\
6HYHUDO�LPSRUWDQW�VWXGLHV�RI�LQFRPH�GLVWULEXWLRQ�LQ�ULFK�FRXQWULHV��DQG�RI�FKLOG�LQFRPH�SRYHUW\�LQ�SDUWLFXODU��ZHUH�SXEOLVKHG�LQ������DQG��������&ROOHFWLYHO\��WKH\�SURYLGH�DQ�DXWKRULWDWLYH�RYHUYLHZ�RI� WKH� LQFRPH�SRVLWLRQ�RI�FKLOGUHQ� LQ�FRXQWULHV� WKDW��E\�ZRUOG�VWDQGDUGV��KDYH�VWURQJ�PDUNHW�HFRQRPLHV�DQG�SURVSHURXV�VRFLHWLHV�
&KLOGUHQ� LQ� WKHVH� FRXQWULHV� DUH� IRUWXQDWH� LQ� WKH� H\HV� RI� WKH�PDMRULW\� RI� WKH�ZRUOG¶V�FKLOGUHQ�EXW�WKH\�VWLOO�H[SHULHQFH�VRPH WKLQJ�RI�D�ORWWHU\��D�FKLOG¶V�ULVN�RI�EHLQJ�UHDUHG�LQ�LQFRPH�SRYHUW\�LQ�D�ULFK�FRXQWU\�YDULHG�IURP�DV�ORZ�DV�RQH �LQ�ILIW\�WR�QHDUO\�RQH�LQ�IRXU� LQ� WKH�PLG�����V�� �:KDW� LV�PRUH��XQFHUWDLQW\� UDWKHU� WKDQ�VWDELOLW\�DWWHQGV� WKHLU�LQFRPH�SRVLWLRQ��WKH�ULVN�RI�LQ FRPH�SRYHUW\�URVH�IRU�FKLOGUHQ�LQ�WKH�8QLWHG�.LQJGRP��WKH� 1HWKHUODQGV� DQG� *HUPDQ\� EHWZHHQ� WKH� PLG �����V� DQG� WKH� PLG�����V�� LW� IHOO�QRWDEO\�LQ�$XVWUDOLD�DQG�WKH�8QLWHG�6WDWHV��
6LPLODU� IRUFHV� DUH� DW� ZRUN� DFURVV� WKH� LQGXVWULDOLVHG� ZRUOG� SXWWLQJ� SUHVVXUH� RQ� WKH�PDUNHW� LQFRPHV�RI�KRXVHKROGV� LQ�ZKLFK�D� VLJQLILFDQW�QXPEHU�RI� FKLOGUHQ�DUH�EHLQJ�UHDUHG�� 'LIIHUHQW� VWDWH� UHGLVWULEXWLRQ� SROLFLHV� DUH� GHWHUPLQLQJ� ZKHWKHU� WKH� SRYHUW\�ULVNV�FKLOGUHQ�IDFH�EHFDXVH�RI�WKHVH�IRUFHV�ULVH��VWD\�ODUJHO\�FRQVWDQW��RU�DUH�UHGXFHGGHVSLWH�WKHP���
&KLOGUHQ� LQ� KRXVHKROGV�ZKHUH� QR� DGXOW� KDV� HPSOR\PHQW�� RU� LQ� D� KRXVHKROG�ZLWK� D�ORQH� SDUHQW�� UXQ� KLJKHU� ULVNV� RI� LQFRPH� SRYHUW\� LQ�PRVW� ULFK� FRXQWULHV�� � +RZHYHU��GLIIHUHQFHV�LQ�WKH�SURSRUWLRQV�RI�D�QDWLRQ¶V�FKLOGUHQ�EHLQJ�UHDUHG�LQ�WKHVH�K RXVHKROGV�GR� QRW� H[SODLQ� ZK\� VRPH� FRXQWULHV� KDYH� KLJKHU� FKLOG� SRYHUW\� UDWHV� WKDQ� RWKHUV���:KHUH�FRXQWULHV�PRVW�GLIIHU�LV�LQ�WKH�ULVNV�DWWDFKHG�WR�EHLQJ�UHDUHG�E\�QRQ �HPSOR\HG�SDUHQWV�RU�E\�D�ORQH�SDUHQW�DQG��DJDLQ��WKH�HYLGHQFH�LV�WKDW�VWDWH�SROLFLHV�DUH�S OD\LQJ�WKH�GHFLVLYH�UROH�
7KH�FHQWUDO�PHVVDJH�FDQ�EH�FOHDUO\�VWDWHG��

&KLOG� SRYHUW\� LV� QRW� DQ� LQHYLWDEOH� UHVXOW� RI� JOREDO� HFRQRPLF� SUHVVXUHV� RU�GHPRJUDSKLF� WUDQVLWLRQV�� *RYHUQPHQWV� FDQ� DQG� GR� WDNH� VWHSV� WKDW� DUH�UHPDUNDEO\�VXFFHVVIXO�LQ�FRXQWHUDFWLQJ�FKL OG�SRYHUW\���>%UDGVKDZ������@
6RPH� RI� WKH� PRUH� LQQRYDWLYH� VWDWH� DFWLRQ� LV� WDNLQJ� SODFH� LQ� (QJOLVK �VSHDNLQJ�FRXQWULHV�ZKHUH� OHYHOV�RI�FKLOG�SRYHUW\�DUH�SDUWLFXODUO\�KLJK�� �6RPH�RI� WKH�ZHDNHVW�UHVSRQVHV�E\�JRYHUQPHQW�WR�WKH�QHZ�SUHVVXUHV�RQ�FKLOGUHQ¶V�LQFRP HV�KDYH�EHHQ�LQ�&RQWLQHQWDO�(XURSHDQ�FRXQWULHV�ZKHUH�OHYHOV�RI�FKLOG�SRYHUW\�DUH�UHODWLYHO\�ORZ���)RU�H[DPSOH��FKLOG�SRYHUW\�LQ�WKH�1HWKHUODQGV�URVH�PDUNHGO\�RYHU�D�WHQ �\HDU�SHULRG�HYHQ�WKRXJK�WKHUH�LV�HYLGHQFH�WKDW�WKH�FRXQWU\�KDG�SROLFLHV�LQ�SODFH�DW�WKH EHJLQQLQJ�ZKLFK�ZHUH� VLQJXODUO\� HIIHFWLYH� LQ� UHGXFLQJ� FKLOG� SRYHUW\�� � 7KH� LPSOLFDWLRQ� LV� WKDW� LW� LV� QRW�HQRXJK�WR�KDYH�WKH�ULJKW�SROLF\�PL[�LQ�SODFH��LW�LV�DOVR�LPSRUWDQW�WKDW�WKH�SROLFLHV�DUH�DSSUHFLDWHG�DV�EHLQJ�HIIHFWLYH�DQG�FRQWLQXH�WR�EH�VXSSRUWHG��
7KH�GLIIHUHQFHV�LQ�FKLOG�SRYHUW\�UDWHV�DUH�ZLWKLQ�WKH�&RQWLQHQWDO�(XURSHDQ�8QLRQ�DQG�QRW� MXVW� EHWZHHQ�&RQWLQHQWDO�(XURSH�DQG� WKH�$QJOR �6D[RQ�ZRUOG�� � ,Q� IDFW�� EHLQJ�D�FKLOG� LV� D� FRQVLGHUDEOH� KDQGLFDS� WR� HVFDSLQJ� SRYHUW\� LQVLGH� WKH� (XURSHDQ� 8QLRQ��RQFH�FKLOGUHQ�IDOO� LQWR�SRYHUW\�WKH\�DUH�OLNHO\�WR�UHPDLQ�SRRU�IRU� ORQJHU�SHULRGV�WKDQ�DGXOWV�� 7KHVH� WZR� REVHUYDWLRQV� VXSSRUW� WKH� FDVH� WKDW� FKLOG� SRYHUW\� VKRXOG� EH�DGRSWHG�E\�WKH�(XURSHDQ 8QLRQ�DV�WKH�ILUVW�DUHD�ZLWKLQ�VRFLDO�SROLF\�WR�ZKLFK�LW�ZRXOG�
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DSSO\�WKH�SUDFWLFH�RI�µEHQFKPDUNLQJ¶�KLWKHUWR�FRQILQHG�WR�PRQHWDU\�DQG�HPSOR\PHQW�SROLFLHV�
,Q� (QJOLVK�VSHDNLQJ� FRXQWULHV�� WKH� UHVRXUFHV� XVHG� WR� SURYLGH� LQFRPH� VXSSRUW� WR�FKLOGUHQ�DUH�ODUJHO\�WDUJHWHG�RQ�FKLOGUHQ�OLYLQJ�LQ�ORZ �LQFRPH�KRXVHKROGV���7KH�LPSDFW�RI� ZKDW� WKH� VWDWH� GRHV� LV� HIILFLHQW� LQ� WHUPV� RI� WKH� UHGXFWLRQ� DFKLHYHG� LQ� WKH� FKLOG�SRYHUW\� UDWH� IRU� HDFK� RQH� SHU� FHQW� RI� *'3� HPSOR\HG�� EXW� WKH� VFDOH� RI� UHVRXUFHV�GHYRWHG�WR�WKH�WDVN�LV�PRUH�OLNHO\�WR�EH�PRGHVW���%\�FRQWUDVW��LQ�QRUWKHUQ�(8�PHPEHU�FRXQWULHV�� VWDWH VXSSRUW� SURYLGHG� IRU� FKLOGUHQ� LV� W\SLFDOO\� VSUHDG� RYHU� D� ODUJHU�SHUFHQWDJH�RI�DOO�FKLOGUHQ�� LWV� LPSDFW� LQ�UHGXFLQJ�WKH�FKLOG�SRYHUW\�UDWH�LV��WKHUHIRUH��OHVV�HIILFLHQW�EXW�WKH�VFDOH�RI�UHVRXUFHV�HPSOR\HG�WHQGV�WR�EH�ODUJH��
,Q� IDFW�� HDFK� FRXQWU\� KDV� WR� W DLORU� LWV� SROLFLHV� IRU� VXSSRUWLQJ� FKLOGUHQ� WR� WKH�FKDUDFWHULVWLFV� RI� LWV� FXUUHQWO\� SRRU� FKLOG� SRSXODWLRQ� DQG� WR� LWV� RZQ� VWDUWLQJ�PL[� RI�SROLFLHV�� � 7KHUH� LV� QR� RQH� SROLF\� RU� VLQJOH� JROGHQ� SDWK� ZKLFK� ZRXOG� EH� HTXDOO\�HIIHFWLYH�IRU�ZKDWHYHU�VWDWH�DGRSWHG�LW�� +RZHYHU��IRXU�LQWHUPHGLDWH�SROLF\�REMHFWLYHV�FDQ�EH�LGHQWLILHG�ZKLFK�DUH�HQ�URXWH�WR�WKH�HOLPLQDWLRQ�RI�FKLOG�LQFRPH�SRYHUW\�LQ�ULFK�FRXQWULHV�
7KH� ILUVW� RI� WKHVH� REMHFWLYHV� LV� WR� LQFUHDVH� SDUHQWDO� HDUQLQJV�� � 0DMRU� SROLF\�LQQRYDWLRQV�KDYH�WDNHQ�SODFH�LQ� VRPH�FRXQWULHV�ZLWK�WKH�REMHFWLYHV�RI�PRYLQJ�SDUHQWV�IURP� ZHOIDUH� WR� ZRUN� DQG� LQFUHDVLQJ� WKHLU� QHW� HDUQLQJV� LQ� ZRUN�� � ,UHODQG¶V� UDSLG�HPSOR\PHQW� H[SDQVLRQ� SRVW ������ LV� VWLOO� EHLQJ� DVVHVVHG� IRU� LWV� FRQWULEXWLRQ� WR�UHGXFLQJ�FKLOG�SRYHUW\�EXW�LW�LV�FOHDU�WKDW LQ�,UHODQG��LQ�WKH�PLG �����V��WKH�SHUFHQWDJH�RI� FKLOGUHQ� LQ� SRYHUW\� EHFDXVH� WKHLU� KRXVHKROGV� KDG� ZHDN� OLQNV� ZLWK� WKH� ODERXU�PDUNHW�ZDV�RQH�RI�WKH�KLJKHVW�LQ�WKH�2(&'�ZRUOG���2WKHU�(QJOLVK �VSHDNLQJ�FRXQWULHV�KDYH� DFKLHYHG� VLJQLILFDQW� ULVHV� LQ� HPSOR\PHQW� UD WHV� DQG� GURSV� LQ� ZHOIDUH�GHSHQGHQF\�DQG�SRYHUW\�UDWHV�EHFDXVH�RI�D�VWUDWHJLF�HPSKDVLV�RQ�SDUHQWDO�HDUQLQJV�DV� WKH�SULPDU\�EXOZDUN�DJDLQVW�FKLOG�SRYHUW\��7KH�QDWXUH�RI� WKHLU�VXFFHVV�ZLWK�SUR �HPSOR\PHQW�SROLFLHV�WDUJHWLQJ�SDUHQWV��KRZHYHU��VXJJHVWV�FDXWLRQ��
)LUVWO\��ZKHUH�HDUQLQJV�VXEVLGLHV�DUH�WKH�SULQFLSDO�ZHDSRQ�HPSOR\HG��WKH�XQGHUO\LQJ�SUREOHP�RI�ORZ�VNLOOV�LV�QRW�DGGUHVVHG�DQG�WKH�VXUYLYDO�FKDQFHV�LQ�MREV�RI�PDQ\�RI�WKH�SDUHQWV�ZKR�OHDYH�ZHOIDUH�PD\�EH�H[WUHPHO\�SRRU�LQ�DQ�HFRQRPLF�GRZQVZLQJ���
6HFRQGO\��D�VXUSULVLQJO\� ODUJH�SHUFHQWDJH�RI�FKLOGUHQ� LQ�SRRU�KRXVHKROGV�PD\�KDYH�SDUHQWV� ZKR� FDQQRW� UHDOLVWLFDOO\� EH� H[SHFWHG� WR� ILQG� DQG� KROG� IXOO �WLPH� MREV�ZKHUH�WKH\�HDUQ�VXIILFLHQW�DPRXQWV�RI�PRQH\�WR�UDLVH�WKH�KRXVHKROG�DERYH�WKH�SRYHUW\�OLQH��7KLV� LV�EHFDXVH�RI�GLVSDUDWH�DQG��RIWHQ�� LQWHUUHODWHG�SUREOHPV�VXFK�DV�SRRU�KHDOWK��GRPHVWLF�UHVSRQVLELOLWLHV��ZHDN�ORFDO�ODERXU�PDUNHWV��DQG�ORZ�VNLOO�OHYHOV�
7KLUGO\�� IHZ�HYDOXDWLRQV�RI�ZHOIDUH �WR�ZRUN�SURJUDPPHV�KDYH�LQFOXGHG�PHDVXUHV�RI�WKH� HIIHFWV� RQ� FKLOGUHQ�ZKHQ� SDUHQWV�ZLWK� ORZ� VNLOOV� WDNH� ORZ �SD\LQJ� MREV�� ,W� LV� QRW�DOZD\V� FOHDU� WKDW� YHU\� \RXQJ� FKLOGUHQ� LQ� SDUWLFXODU� EHQHILW� PRUH� IURP� WKH� KLJKHU�GLVSRVDEOH� LQFRPH�RI� WKH�KRXVHKROG�DQG�WKH�UROH�PRGHO�HIIHFW�RI�D�SDUHQW�EHLQJ�DW�ZRUN� WKDQ� WKH\� VXIIHU� IURP� WKH� SD UHQW¶V� UHGXFHG� SUHVHQFH� DQG� GLPLQLVKHG� HQHUJ\�DIWHU�ZRUN�
,W�LV�XQZLVH��WKHUHIRUH��WR�WKLQN�WKDW�LQFUHDVLQJ�HPSOR\PHQW�UDWHV�DQG�HDUQLQJV�OHYHOV�RI�SDUHQWV�LV�DQ\WKLQJ�QHDU�D�FRPSOHWH�VWUDWHJ\�IRU�HOLPLQDWLQJ�FKLOG�LQFRPH�SRYHUW\���,W� FDQ� PDNH� D� VLJQLILFDQW� FRQWULEXWLRQ�� KRZHYHU�� � 7KLV� LV� PRUH� OLNHO\� WR� FRPH� E\�PDNLQJ�MRE�KROGLQJ�PRUH� DWWUDFWLYH�LQ�ILQDQFLDO� DQG�RWKHU�WHUPV��DFFHVV�WR�FKLOGFDUH��
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IHDVLEOH� WUDQVSRUW� SDWWHUQV�� WKDQ� E\�PDNLQJ�ZHOIDUH �GHSHQGHQF\�PRUH� GLIILFXOW� DQG�XQVHWWOLQJ�� 7KH� LQWURGXFWL RQ� RI� WKH� JHQHURXV� �E\� WKH� VWDQGDUGV� KLWKHUWR� SUHYDLOLQJ��HDUQLQJV� GLVUHJDUG� LQ� ,UHODQG¶V� 2QH �3DUHQW� )DPLO\� 3D\PHQW� KDV� EHHQ� D� ZHOFRPH�VWHS�LQ�WKLV�GLUHFWLRQ�DQG�GHVHUYHV�WR�EH�FORVHO\�PRQLWRUHG�
$�VHFRQG�LQWHUPHGLDWH�SROLF\�REMHFWLYH�HQ�URXWH�WR�HOLPLQDW LQJ�FKLOG�LQFRPH�SRYHUW\�LV�WKH�VXEVLGLVDWLRQ�RI�SDUHQWLQJ���,Q�PRVW�ULFK�FRXQWULHV��VRFLHW\�DFFHSWV�DQG�LV�ZLOOLQJ�WR�SD\�IRU�D�GHJUHH�RI�KRUL]RQWDO�UHGLVWULEXWLRQ�IURP�FKLOGOHVV�KRXVHKROGV�WR�WKRVH�LQ�ZKLFK�FKLOGUHQ�DUH�EHLQJ�UHDUHG��FRXQWULHV�GLIIHU�HQR UPRXVO\��KRZHYHU��LQ�WKH�H[WHQW�WR� ZKLFK� WKLV� WDNHV� SODFH�� � 7KH� SULQFLSDO�� EXW� QRW� RQO\�� SROLF\� LQVWUXPHQW� JLYLQJ�H[SUHVVLRQ�WR�LW�LV�XQLYHUVDO�FKLOG�EHQHILW���7KH�PDLQ�FDXVH�RI�WKH�ODUJH�GLIIHUHQFH�LQ�FKLOG� SRYHUW\� UDWHV� EHWZHHQ� (XURSHDQ� FRXQWULHV� DQG� WKH 86$� LV� WKDW� WKH� IRUPHU�FRXQWULHV� W\SLFDOO\� KDYH� VHYHUDO� W\SHV� RI� IDPLO\� DOORZDQFH� �L�H��� IRUPV� RI� LQFRPH�VXSSRUW� GLUHFWHG� DW� FKLOGUHQ� DV� VXFK� DQG� QRW� PHDQV �WHVWHG�� LQ� DGGLWLRQ� WR� VRFLDO�DVVLVWDQFH�SURJUDPPHV�WDUJHWHG�DW�KRXVHKROGV�LQ�QHHG���,Q�WKH�86$��FK LOGUHQ�PXVW�UHO\�RQ�VRFLDO�DVVLVWDQFH�RQO\��
7KH� HOLPLQDWLRQ� RI� FKLOG� LQFRPH� SRYHUW\� UHTXLUHV� WKH� VXFFHVVIXO� LQWHJUDWLRQ� RI�XQLYHUVDO�DQG�WDUJHWHG�VWUDWHJLHV���&KLOG�LQFRPH�SRYHUW\�LV�ORZHVW�LQ�FRXQWULHV�ZKHUH�DOO�FKLOGUHQ�EHQHILW�WR�VRPH�H[WHQW�IURP�UHVR XUFHV�UHFRJQLVLQJ�WKH�VRFLDO�JRRG�WKDW�LV�FDUULHG�RXW�LQ�KRXVHKROGV�ZKHUH�WKH\�DUH�EHLQJ�UHDUHG��DQG�ZKHUH�FKLOGUHQ�DW�RU�QHDU�WKH�SRYHUW\�OLQH�EHQHILW�IURP�DGGLWLRQDO�LQFRPH�VXSSRUW�WDUJHWHG�DW�WKHP���6XFFHVVIXO�LQWHJUDWLRQ� RI� WKH� WZR� DSSURDFKHV� FDQQRW� EH WDNHQ� IRU� JUDQWHG�� �&KLOGUHQ� LQ� VRPH�FRXQWULHV�KDYH�VXIIHUHG� IURP�EHQHILW�ZLWKGUDZDO�UXOHV�ZKLFK�VDZ�LQFRPH�VXSSRUW� WR�WKHP� SURJUHVVLYHO\� ZLWKGUDZQ� DV� WKHLU� SDUHQWV� EHJDQ� WR� HDUQ� PRUH�� � &KLOGUHQ� RI�SDUHQWV�RQ�ZHOIDUH�DQG�FKLOGUHQ�RI�SDUHQWV�LQ�ORZ �SD\LQJ� MREV�FDQ�EH�DFFRUGHG�TXLWH�GLIIHUHQW� OHYHOV� RI� SXEOLF� VXSSRUW� EHFDXVH� GLIIHUHQW� SURJUDPPHV� RI� FKLOG� LQFRPH�VXSSRUW� DUH� DFWLYDWHG� ZKHQ� D� SDUHQW� OHDYHV� ZHOIDUH� IRU� ZRUN� RU� YLFH� YHUVD�� � $Q�LPSRUWDQW� SROLF\� LPSURYHPHQW� LQ� VRPH� (QJOLVK �VSHDNLQJ� FRXQWULHV� KDV� EH HQ� WR�GHVLJQ�FKLOG�LQFRPH�VXSSRUWV�WKDW�DUH�XQDIIHFWHG�E\�ZKHWKHU�SDUHQWV�PRYH�LQ�RU�RXW�RI�ZRUN���7KH�LQVLJKW� LV�FOHDU�� LW� LV�D� OHJLWLPDWH�SDUW�RI�HPSOR\PHQW�SROLF\�WR�ZDQW�WR�PDNH� MRE�KROGLQJ� PRUH� DWWUDFWLYH� WR� ORZ �VNLOOHG� DGXOWV� GHSHQGHQW� RQ� ZHOIDUH�� EX W�SXEOLF�VXSSRUW�SURYLGHG�WR� WKHP�RQ�EHKDOI�RI� WKHLU�FKLOGUHQ�VKRXOG�QRW�YDU\�ZLWK� WKH�HPSOR\PHQW�VWDWXV�RI� WKH�SDUHQW��7KH�PRYH�IURP�ZHOIDUH� WR�ZRUN� LV�IDFLOLWDWHG��DQG�PDGH�HDVLHU�IRU�SROLF\�WR�WDUJHW��ZKHQ�FKLOGUHQ�LQ�ORZ�LQFRPH�KRXVHKROGV�UHFHLYH�WKH�VDPH�SXEOLF�VXSSRUW�UHJDUGOHVV�RI�ZKHWKHU�D�SDUHQW�LV�HDUQLQJ�RU�QRW�
$�WKLUG�LQWHUPHGLDWH�SROLF\�REMHFWLYH�FRQQHFWHG�WR�HOLPLQDWLQJ�FKLOG�LQFRPH�SRYHUW\�LV�WKH�SURYLVLRQ�RI�VXSSRUW�VSHFLILF� WR�RQH �SDUHQW�KRXVHKROGV�� �5LFK�FRXQWULHV�GLIIHU� LQ�WKH�SURSRUWLRQV�RI�WKHLU�FKLOGUHQ�ZKR�DUH�EHLQJ�UHDUHG�LQ�RQH �SDUHQW�KRXVHKROGV��DQG�LQ� WKH� GHJUHH� RI� KHWHURJHQHLW\� FKDUDFWHULVLQJ� WKHLU� ORQH� SDUHQW� SRSXODWLRQV��SDUWLFXODUO\� LQ� WKH� SHUFHQWDJH� RI� ORQH� SDUHQWV� ZLWK� UHODWLYHO\� JRRG� HGXFDWLRQ� DQG�ODERXU�PDUNHW�VNLOOV����+RZHYHU��LW�LV�DOVR�WKH�FDVH�WKDW��LQ�RU�RXW�RI�ZRUN��RQH �SDUHQW�KRXVHKROGV� IDFH� H[FHSWLRQDOO\� KLJK� SRYHUW\� ULVNV� LQ� SUDFWLFDOO\� HYHU\� FRXQWU\���&XUWDLOLQJ�RU�UHIXVLQJ�LQFRPH�VXSSRUW�WR�RQH �SDUHQW�KRXVHKROGV�EHFDXVH�RI�IHDUV�WKDW�WUDQVIHUV�WR�WKHP�DUH�DQ�LQ FHQWLYH�WR�EHFRPH�RU�UHPDLQ�D�ORQH�SDUHQW�KDV�OLWWOH�RU�QR�LPSDFW� RQ� WKHLU� QXPEHUV�� � 6XFK� SROLFLHV� GR� KDYH� WKH� HIIHFW�� KRZHYHU�� RI� GLUHFWO\�LQFUHDVLQJ�FKLOG�SRYHUW\���)HDUV�WKDW�WKH�WUDQVIHUV�FRQVWLWXWH�D�SDUWLFXODU�GLVLQFHQWLYH�WR�WDNH�HPSOR\PHQW�KDYH�VLP LODUO\�IRXQG�OLWWOH�HYLGHQFH�WR�VXSSRUW�WKHP���
,Q�VHYHUDO�FRXQWULHV� WKDW�SURYLGH�FDWHJRULFDO�SD\PHQWV� WR� ORQH�SDUHQWV�� WKHLU� ODERXU�IRUFH� SDUWLFLSDWLRQ�DQG� HPSOR\PHQW� UDWHV�DUH� KLJK� FRPSDUHG�WR� RWKHU� PRWKHUV��LQ�
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,UHODQG��WKH�SDUWLFLSDWLRQ�UDWH�R I�ORQH�PRWKHUV�ZLWK�\RXQJ�FKLOGUHQ�LV�KLJKHU�WKDQ�WKDW�RI�DQ\�RWKHU�FDWHJRU\�RI�PRWKHU��� �7KH�NH\�TXHVWLRQ� LV�ZKHWKHU� LPSURYHPHQWV� LQ�D�UDQJH�RI�SXEOLF�VXSSRUWV�IRU�DOO�FKLOGUHQ� � IRU�H[DPSOH��DQ�DGHTXDWHO\�UHVRXUFHG��WZR �WLHU�V\VWHP�RI�LQFRPH�VXSSRUW�IRU� FKLOGUHQ�LQ�DOO�IDPLO\�W\SHV��DQ�H[WHQVLYH�QHWZRUN�RI�DIIRUGDEOH�FKLOGFDUH� IDFLOLWLHV�� WKH�SURPRWLRQ�RI�HIIHFWLYH�VKDULQJ� LQ�SDUHQWLQJ�E\� WKH�QRQ�UHVLGHQWLDO�SDUHQW� � ZLOO�PDNH�UHGXQGDQW�WKH�SURYLVLRQ�RI�VSHFLILF�DQG�DGGLWLRQDO�VXSSRUW�IRU�FKLOGUHQ�LQ�RQH �SDUHQW�KRXVHKROGV���,W�LV�SRVVLEOH��DQG�HYHQ�GHVLUDEOH��WKDW�LQFRPH�VXSSRUW�VSHFLILF�WR�ORQH�SDUHQWV�ZLOO�QR�ORQJHU�EH�QHHGHG�ZKHQ�GHYHORSPHQWV�RI� WKH�VRUW�GHVFULEHG�KDYH� WDNHQ�SODFH�� �+RZHYHU��H[SHULHQFH� LQ�VHYHUDO�FRXQWULHV��LQFOXGLQJ�6ZHGHQ�� VXJJHVWV� WK DW� WKLV� LV� XQOLNHO\� WR� EH� WKH� FDVH� IRU� VRPH� WLPH�� WKH�ORQH�SDUHQW�SRSXODWLRQ�LQ�PRVW�FRXQWULHV� LV�FKDUDFWHULVHG�E\�ORZ�OHYHOV�RI�HGXFDWLRQ�DQG� VNLOOV� PDNLQJ� LW� SDUWLFXODUO\� YXOQHUDEOH� WR� XQHPSOR\PHQW�� 7KH� VFDUFLW\� RI�DIIRUGDEOH� FKLOGFDUH� DQG� IHDWXUHV� RI� ID PLO\� ODZ� FRQWLQXH� WR� PDNH� FKLOGUHQ� LQ� RQH �SDUHQW� KRXVHKROGV� OHVV� OLNHO\� WR� KDYH� D� SDUHQW� LQ� HPSOR\PHQW� RU� WR� H[SHULHQFH�VXFFHVVIXO�FR�SDUHQWLQJ�WKDQ�RWKHU�FKLOGUHQ�
$�IRXUWK�SROLF\�REMHFWLYH� WR�EH�SXUVXHG� LQ�UHODWLRQ� WR�HOLPLQDWLQJ�FKLOG�SRYHUW\� LV�WKH�JHQHUDO�DQWL�SRYHUW\� WDUJHW�RI�HQVXULQJ� WKDW�QR�SHUVRQ� LV�ZLWKRXW�DGHTXDWH� ILQDQFLDO�UHVRXUFHV���2QH�JURXS�RI�UHVHDUFKHUV�KDYH�VXFFLQFWO\�FRPPHQWHG�

&KLOGUHQ�DUH�QRW�DFWRUV�LQ�WKHLU�VRFLR �HFRQRPLF�VLWXDWLRQ��WKH\�EHQHILW�RU�VXIIHU�IURP�WKDW�RI�WKHLU�SDUHQWV ��>-HDQGLGLHU�HW�DO������@��
:KHUH�FRXQWULHV��IRU�ZKDWHYHU�UHDVRQ��KDYH�VHW�WKHLU�IDFH�DJDLQVW�SURYLGLQJ�DGHTXDWH�LQFRPH� VXSSRUW� WR� DEOH �ERGLHG� DGXOWV� RI� ZRUNLQJ� DJH�� FKLOGUHQ� KDYH� EHHQ� YLFWLPV���7KH� HPSKDVLV� RQ� HPSOR\PHQW� DV� WKH� SULPDU\� EXOZDUN� DJDLQVW� S RYHUW\� KDV� EHHQ�DFFRPSDQLHG�LQ�VRPH�FRXQWULHV�E\�ULVLQJ�SRYHUW\�UDWHV�DPRQJ�QRQ �HPSOR\HG�DGXOWV�RI� ZRUNLQJ� DJH�� � 7KH� LQWHQWLRQ�PD\� KDYH� EHHQ� WKDW� WKH� QRQ �DYDLODELOLW\� RI� LQFRPH�ZRXOG� VKRFN� WKHVH� DGXOWV� LQWR� VWUDWHJLHV� DOWHUQDWLYH� WR� ZHOIDUH� GHSHQGHQFH� ZKLF K�ZRXOG�EULQJ�WKHP�LQWR�WKH�ZRUNIRUFH���,Q�WRR�PDQ\�LQVWDQFHV��KRZHYHU��LW�KDV�QRW�KDG�WKDW�HIIHFW��DQG�DV�D�UHVXOW�D�JURZLQJ�SHUFHQWDJH�RI�FKLOGUHQ�LQ�LQFRPH�SRYHUW\�LQ�D�QXPEHU�RI� FRXQWULHV� LV�PDGH�XS�RI� WKRVH� OLYLQJ� LQ�KRXVHKROGV�ZKHUH�QR�DGXOW� LV� LQ�HPSOR\PHQW�
6WURQJ� DQG� VXVWDLQHG� HPSOR\PHQW� H[SDQVLRQV� LQ� VHYHUDO� FRXQWULHV� KDYH� EURXJKW�FOHDU�EHQHILWV�WR�PDQ\�FLWL]HQV�EXW�KDYH�E\ �SDVVHG�D�VLJQLILFDQW�PLQRULW\��0DQ\�RI�WKH�MREV�FUHDWHG�GXULQJ�HFRQRPLF�XSVZLQJV�JR�WR�KRXVHKROGV�ZKHUH�VRPHRQH�LV�DOUHDG\�LQ� HPSOR\PHQW�� � 3XEOLF� H[SHQGLWXUH� RQ� UDLVLQJ� VNLOO� OHYHOV�� SDUWLFXODUO\� RI� SDUHQWV�GHSHQGHQW�RQ�ZHOIDUH�� LV�YDOLG�DV�µVRFLDO� LQYHVWPHQW¶�EXW� LW�VKRXOG�QRW�EH�DOORZHG�WR�REVFXUH� WKH� QHHG� WR� SURYLGH� LQFRPH� VXSSRUW� WR� DEOH �ERGLHG�� QRQ�HPSOR\HG�DGXOWV���7KH� SULPDU\� SXUSRVH� RI� VRFLDO� ZHOIDUH� UHPDLQV� WKH� SURWHFWLRQ� RI� OLYLQJ� VWDQGDUGV��SURPRWLQJ� HPSOR\PHQW� DQG� LQFUHDVLQJ� WKH� ILQDQFLDO� UHWXUQV� WR� ZRUN� DUH�FRPSOHPHQWDU\� REMHFWLYHV� EXW� VKRXOG� QRW� VXSSODQW� WKH UDLVRQ� G¶HWUH� RI� VRFLDO�DVVLVWDQFH�
)LQDOO\��LW�VKRXOG� EH�QRWHG�WKDW�RQH�RI�WKH�PRVW�UHOLDEOH�PDFURHFRQRPLF�SUHGLFWRUV�RI�D� ORZ� UDWH� RI� FKLOG� LQFRPH� SRYHUW\� LV� WKH� SURSRUWLRQ� RI�*'3� D� FRXQWU\� GHYRWHV� WR�SXEOLF�VRFLDO�H[SHQGLWXUH�
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,QWURGXFWLRQ
7KH�GUDPDWLF�JURZWK�LQ�WKH�,ULVK�HFRQRP\�VLQFH������KDV�HQGHG�,UHO DQG¶V�VWDWXV�DV�D�UHODWLYHO\�SRRU�PHPEHU�VWDWH�ZLWKLQ�WKH�(8���,W�KDV�VKDUSHQHG�WKH�TXHVWLRQ�DV�WR�ZK\�DQ\�FKLOG�DW�DOO�LQ�,UHODQG�WRGD\� ± OHW�DORQH�D�VXEVWDQWLDO�PLQRULW\� ± VKRXOG�FRQWLQXH�WR�EH�UHDUHG�LQ�LQFRPH�SRYHUW\��
7KLV� VWXG\� H[DPLQHV� ZK\� RWKHU� DG YDQFHG� LQGXVWULDOLVHG� FRXQWULHV�� IRU� ZKRP� WKDW�VWDWXV�LV�QRW�VR�QHZ�DV�LW�LV�IRU�,UHODQG��KDYH�VXEVWDQWLDO�GLIIHUHQFHV�LQ�UHFRUGHG�FKLOG�SRYHUW\�� � 7ZR� JURXSV� RI� FRXQWULHV� DUH� VHOHFWHG� IRU� SDUWLFXODU� H[DPLQDWLRQ�� � 7KH\�UHSUHVHQW�VLJQLILFDQWO\�GLIIHUHQW�µVRF LDO�PRGHOV¶��WKH�$QJOR �6D[RQ�DQG�WKH�&RQWLQHQWDO�(XURSHDQ�RQH�UHVSHFWLYHO\���,UHODQG�LV�IUHTXHQWO\�FRQVLGHUHG�WR�EH�XQXVXDO�ZLWKLQ�WKH�(8�LQ�WKH�H[WHQW�WR�ZKLFK�LWV�VRFLDO�SROLFLHV�ERUURZ�HOHPHQWV�IURP�HDFK����
7KURXJKRXW�WKLV�VWXG\��WKH�IRFXV�LV�RQ�LQWHU QDWLRQDO�UHVHDUFK�WKDW�FDQ�EH�RI�SDUWLFXODU�LPSRUWDQFH� WR� WKH�SROLF\�GHEDWH�ZLWKLQ� ,UHODQG�� �7KH� LQWHQWLRQ� LV� WR� OHDUQ� IURP�ZKDW�KDV�ZRUNHG��RU�QRW��LQ�RWKHU�FRXQWULHV�VR�WKDW�WKH�REMHFWLYH�RI�HOLPLQDWLQJ�FKLOG�SRYHUW\�± D� FRQVWLWXWLYH� SDUW� RI� ,UHODQG¶V� 1D WLRQDO� &KLOGUHQ¶V� 6WUDWHJ\� DQG� 1DWLRQDO� $QWL �3RYHUW\�6WUDWHJ\�± PLJKW�EH�DFKLHYHG�
7KH�ILUVW�FKDSWHU�UHYLHZV�WKH�H[WHQW�RI�WKH�FURVV �FRXQWU\�GLIIHUHQFHV�LQ�UDWHV�RI�FKLOG�SRYHUW\�� FKDQJHV� LQ� WKRVH� UDWHV�� YXOQHUDELOLW\� RI� FKLOGUHQ� LQ� GLIIHUHQW� W\SHV� RI�KRXVHKROGV�� IUHTXHQF\�DQG�GXUDWLRQ�RI�SHULRGV�RI�SRYHUW\�H[SHULHQFHG�E\�FKLOGUHQ��DQG� WKH� RYHUDOO� EDODQFH� EHWZHHQ� WDUJHWHG� DQG� XQLYHUVDO� SROLFLHV� WKDW� FKDUDFWHULVH�GLIIHUHQW�FRXQWULHV¶�VWUDWHJLHV�IRU�UHGXFLQJ�FKLOG�LQFRPH�SRYHUW\���
7KH� VHFRQG� FKDSWHU� EULHI O\� H[SORUHV� VRPH� XQGHUO\LQJ� DVVXPSWLRQV� WKDW� DOORZ�FRQFOXVLRQV� WR� EH� GUDZQ� DERXW� WKH� FKDQJLQJ� ZHOIDUH� RI� FKLOGUHQ� IURP� FKDQJHV� LQ�UDWHV�RI�FKLOG�LQFRPH�SRYHUW\���7KH�LVVXHV�WKDW�DULVH�DUH�IDU�IURP�VLPSO\�WHFKQLFDO�DQG�LQYLWH� D� PDMRU� UH�DUWLFXODWLRQ� RI� ZKHQ DQG� ZK\� ORZ� LQFRPHV� LQ� KRXVHKROGV� ZLWK�FKLOGUHQ�VKRXOG�EH�RI�GHHS�SXEOLF�FRQFHUQ�
7KH� WKLUG� FKDSWHU�� WKH� FHQWUDO� ERG\� RI� WKH� VWXG\�� UHYLHZV� D� VHOHFWLRQ� RI� UHFHQW�UHVHDUFK� HYDOXDWLQJ� PDMRU� SROLF\� LQQRYDWLRQV� ZLWKLQ� ULFK� FRXQWULHV� WKDW� KDYH� KDG�GHFLVLYH� LPSDFWV� RQ� FKLOGUHQ¶V� LQFRPHV�� � ,W� LGHQWLILHV� IRXU� LQWHUPHGLDWH� REMHFWLYHV�ZKLFK�DUH�FRPSOHPHQWDU\�DQG��LW�LV�VXJJHVWHG��FRQVWLWXWLYH�RI�WKH�WDVN�RI�HOLPLQDWLQJ�FKLOG�LQFRPH�SRYHUW\�LQ�ULFK�FRXQWULHV�WRGD\��
7KH� VKRUW� IRXUWK� DQG� ILQDO� FKDSWHU�SURYLGHV�SHUVS HFWLYHV�DQG� UHFRPPHQGDWLRQV�RQ�ZKDW�ZLOO�EH�HQWDLOHG�LQ�LPSOHPHQWLQJ�WKH�REMHFWLYH�RI�HOLPLQDWLQJ�FKLOG�LQFRPH�SRYHUW\�LQ�,UHODQG��
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&KDSWHU�2QH��7KH�7UDFN�5HFRUGV�RI�5LFK�&RXQWULHV�LQ�7DFNOLQJ&KLOG�3RYHUW\
7KLV�FKDSWHU�VXPPDULVHV�ZKDW�LV�NQRZQ�DERXW� WKH�VLPLODULWLHV�DQG�GLIIHUHQFHV�LQ�WKH�UDWHV��WUHQGV��LQFLGHQFH��DQG�GXUDWLRQ�RI�FKLOG�SRYHUW\�DFURVV�ULFK�FRXQWULHV��
��� :LGH�'LIIHUHQFHV�LQ�5DWHV�DQG�7UHQGV
&KLOGUHQ� IDUH� UHPDUNDEO\� GLIIHUHQWO\� LQ� FRXQWULHV� WKDW�� E\� ZRUOG� VWDQGDUGV�� DUH�SURVSHURXV DQG�KDYH�VWURQJ�PDUNHW�HFRQRPLHV���7DEOH���UDQNV�HOHYHQ�FRXQWULHV�E\�WKHLU�FKLOG�SRYHUW\�UDWHV � LQ�WKH�PLG�����V�DQG�FRPSDUHV�WKHP�ZLWK�WKH�SRYHUW\�UDWHV�IRU�WKH�HQWLUH�SRSXODWLRQ��7KH�UDQNLQJ�UHYHDOV�D�JHQHUDO�FRQWUDVW�EHWZHHQ�WKH�OHYHOV�RI� FKLOG� SRYHUW\ LQ� D� JURXS� RI� (QJOLVK �VSHDNLQJ� FRXQWULHV� DQG� LQ� WKH� QRUWKHUQ� (8�PHPEHU�VWDWHV�� ,W�LV�DOVR�FOHDU�WKDW�FKLOGUHQ�UXQ�D�KLJKHU�SRYHUW\�ULVN�WKDQ�DGXOWV�LQ�WKH� PDMRULW\� RI� WKH� FRXQWULHV� �LQFOXGLQJ� DOO� RI� WKH� (QJOLVK �VSHDNLQJ� JURXS��� EXW� LQ�6ZHGHQ�DQG�)LQODQG WKHLU�ULVN�LV�PXFK�OHVV�WKDQ�WKDW�IDFHG�E\�WKH�JHQHUDO�SRSXODWLRQ���&KLOG�SRYHUW\� UDWHV�� WKHUHIRUH��GLIIHU�DFURVV� ULFK�FRXQWULHV�E\�PXFK�PRUH� WKDQ� WKHLU�JHQHUDO� SRYHUW\� UDWHV��D� FKLOG� LQ� WKH�86$�ZDV�HOHYHQ� WLPHV�PRUH� OLNHO\� WR�EH�SRRU�WKDQ�D�FKLOG�LQ�)LQODQG�LQ�WKH�PLG�����V�
7KHVH� FKLOG� SRYHUW\� UDWHV� DUH� EDVHG� RQ� GLVSRVDEOH� KRXVHKROG� LQFRPH�� L�H��� WKRVH�UHFRUGHG�DIWHU�VWDWH�DFWLRQ�LQ�UHGLVWULEXWLQJ�LQFRPH�DFURVV�KRXVHKROGV��µSRVW �WD[�DQG�WUDQVIHU¶����7DEOH���VKRZV�WKH�FKLOG�SRYHUW\�UDWHV�WKDW�ZRXOG�KDYH� H[LVWHG�LQ�WKH�PLG�����V�DQG� WKH�PLG�����V� LI� WKH�DXWKRULWLHV�KDG�QRW�DFWHG��L�H���FKLOG�SRYHUW\�RQ�WKH�EDVLV�RI�PDUNHW�LQFRPH�DORQH��µSUH �WD[�DQG�WUDQVIHU¶���7KH�7DEOH��WKHUHIRUH��HQDEOHV�XV�WR�VHH�WZR�WKLQJV�x WKH� H[WHQW� WR� ZKLFK� KRXVHKROGV� ZLWK� FKLOGUHQ� ZHUH� DEOH� WR� JHQHUDWH� DQ�DGHTXDWH� LQFRPH� IURP�PDUNHW�SDUWLFLSDWLRQ�DORQH��DQG�ZKHWKHU� WKLV�EHFDPH�PRUH�RU�OHVV�OLNHO\�RYHU�WKH�WZHOYH �\HDU�SHULRG�>FROXPQV��������@�x KRZ� HIIHFWLYHO\� WKH� VWDWH� ZDV� VWHSSLQJ� LQ� WR� DOWHU� WKH�PDUNHW� GLVWULEXWLRQ� RI�LQFRPH��DQG�ZKHWKHU�PRUH�RU� OHVV�FKLOGUHQ�ZHUH�GHSHQGHQW�RQ�VWDWH�DFWLRQ�IRU�HVFDSLQJ�SRYHUW\�E\�WKH�HQG�RI�WKH�WZHOYH �\HDU�SHULRG�>FROXPQV��������@�
,W� LV� FOHDU� WKDW�PRVW� RI� WKH� GLIIHUHQFHV� LQ� FKLOG� SRYHUW\� UDWHV� WR� EH� IRXQG� EHWZHHQ�WKHVH�FRXQWULHV�LV�GXH�WR�VWDWH�DF WLRQ���)RU�H[DPSOH��6ZHGHQ�ZRXOG�KDYH�KDG�D�FKLOG�SRYHUW\� UDWH� RI� DOPRVW� ���� LQ� ������ LI�PDUNHW� LQFRPH�DORQH�GHWHUPLQHG� FKLOGUHQ
V�LQFRPH� SRVLWLRQ�� ,WV�YLJRURXV UHGLVWULEXWLRQ�SROLFLHV�LQ�WKH�PLG �����V�UHGXFHG�WKLV�WR�
� ,Q�DOO� WKH� WDEOHV� LQ� WKLV�FKDSWHU� FKLOG�SRYHUW\� LV�PHDVXUHG� LQ� WKH� IROORZLQJ�ZD\��7KH� LQFRPH�RI�DOO�PHPEHUV�RI�D�KRXVHKROG�LV�DJJUHJDWHG�DQG�WKHQ�GLYLGHG�E\�WKH�VTXDUH�URRW�RI�WKH�QXPEHU�RI�LQGLYLGXDOV�LQ� WKH� KRXVHKROG� �GHVFULEHG� DV� XVLQJ� DQ� HTXLYDOHQFH� VFDOH� HODVWLFLW\� RI� ������ � 7KLV� JLYHV� HTXLYDOHQW�KRXVHKROG�LQFRPH�� 'LUHFW�WD[HV�DUH�GHGXFWHG��DQG�FDVK�WUDQVIHUV�UHFHLYHG�IURP�JRYHUQPHQW�DGGHG��WR�JLYH�HTXLYDOHQW�KRXVHKROG�GLVSRVDEOH LQFRPH��7KH�SRYHUW\� OLQH�DGRSWHG� LV�����RI�PHGLDQ HTXLYDOHQW�LQFRPH�ZKHUH�LQGLYLGXDOV DUH�UDQNHG���)LQDOO\��FKLOGUHQ�DUH�GHILQHG�DV�LQGLYLGXDOV�DJHG�XQGHU����� $WWHQWLRQ� ZLOO� EH� GUDZQ� UHSHDWHGO\� LQ� WKLV� FKDSWHU� WR� WKH� GLVWLQFWLRQ� EHWZHHQ� D� JURXS� RI� (QJOLVK�VSHDNLQJ�FRXQWULHV�DQG�D�JURXS�RI�QRUWKHUQ�(8�PHPEHU�VWDWHV���7KLV�LV�ERWK�EHFDXVH�RI�SDWWHUQV�LQ�WKH�GDWD�DQG�EHFDXVH�RI�WKH�SDUWLFXODU�JHRJUDSKLFDO��FXOWXUDO�DQG�SROLWLFDO�SRVLWLRQ�RI�,UHODQG��LW�LV�MRLQHG�E\�ODQJXDJH�DQG� VWURQJ�KLVWRULFDO� WLHV� WR� WKH�(QJOLVK�VSHDNLQJ�ZRUOG�� DQG�E\�PHPEHUVKLS�RI� WKH�(8�DQG�FXUUHQF\� �DQG�� VRPH� ZRXOG� DGG�� E\� WKH� VRFLDO� PRGHO� WR� ZKLFK� LW� DVSLUHV�� WR� WKH� VHFRQG� JURXS� RI�FRXQWULHV�



(QGLQJ�&KLOG�3RYHUW\�LQ�5LFK�&RXQWULHV��:KDW�:RUNV"BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB3DJH��$�6WXG\�IRU�WKH�&KLOGUHQ
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XQGHU�����LQ�RWKHU�ZRUGV������RI� 6ZHGLVK�FKLOGUHQ�ZHUH�HVWLPDWHG�WR�EH�OLIWHG�RXW�RI�LQFRPH� SRYHUW\� E\� VWDWH� SROLF\� LQ� ����� �FROXPQ� ���� � 6WDWH� SROLF\� ZDV� VLPLODUO\�LPSRUWDQW�WR�WKH�LQFRPH�SRVLWLRQ�RI�FKLOGUHQ�LQ�$XVWUDOLD�DQG�)UDQFH��
7DEOH�� 3RYHUW\�5DWHV�IRU�WKH�(QWLUH�3RSXODWLRQ�DQG� IRU�&KLOGUHQ�6HSDUDWHO\��6HOHFWHG�&RXQWULHV��0LG�����V

&RXQWU\��DQG�\HDU� &KLOG�SRYHUW\�UDWH�EHORZ�DJH���� 3RYHUW\�UDWH��HQWLUH�SRSXODWLRQ� 5HODWLYH�SRYHUW\�ULVN
8QLWHG�6WDWHV������� ���� ���� ����8QLWHG�.LQJGRP������� � ���� ���� ����&DQDGD������� ���� ���� ����$XVWUDOLD������� ���� ��� ����
*HUPDQ\������� ���� ��� ����1HWKHUODQGV������� ��� ��� ����)UDQFH������� ��� ��� ����%HOJLXP������� ��� ��� ����'HQPDUN������� ��� ��� ����6ZHGHQ������� ��� ��� ����)LQODQG������� ��� ��� ����

6RXUFH��)|UVWHU���������7DEOHV�����DQG�����1RWHV�����8.�ILJXUHV�IURP�2[OH\�HW�DO���������
7DEOH�� &KLOG�3RYHUW\�5DWHV��3UH�DQG�3RVW�7D[�DQG�7UDQVIHUV��(QJOLVK�6SHDNLQJ�&RXQWULHV DQG�1RUWKHUQ�(8�0HPEHU�6WDWHV�������DQG�����

&RXQWU\ 3UH�WD[�DQG�WUDQVIHU 3RVW�WD[�DQG�WUDQVIHU���� ���� &KDQJH�LQ���SRLQWV ���� ���� &KDQJH�LQ���SRLQWV 5HGXFWLRQ�LQ������LQ���SRLQWV���� ��� ��� ��� ��� ��� ���
8QLWHG�6WDWHV ���� ���� ��� ���� ���� ���� ���8QLWHG�.LQJGRP ���� ���� ��� ���� ���� ��� ����&DQDGD ���� ���� ��� ���� ���� ���� ���$XVWUDOLD� ���� ���� ��� ���� ���� ���� ����
*HUPDQ\� ���� ���� ��� ��� ���� ��� ���1HWKHUODQGV ���� ���� ��� ��� ��� ��� ���)UDQFH� ���� ���� ��� ��� ��� ��� ����%HOJLXP ���� ��� ����'HQPDUN� ���� ���� ��� ��� ��� ���� ����6ZHGHQ ���� ���� ��� ��� ��� ���� ����)LQODQG ��� ���� ��� ��� ��� ���� ����

6RXUFH���2[OH\�HW�DO���������7DEOH������1RWHV�������µ����¶�ILJXUH�LV�IRU������7DEOH��� IXUWKHU�VKRZV�ZLGH�GLIIHUHQFHV� LQ� WUHQGV�DFURVV�WKH�LQGXVWULDOLVHG�FRXQWULHV�EHWZHHQ WKH PLG�����V� DQG� PLG�����V�� ,Q� VRPH� FRXQWULHV�� FKLOG� SRYHUW\� URVH
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PDUNHGO\�RYHU� WKH�GHFDGH� �8.��1HWKHUODQGV��*H UPDQ\��� LQ�RWKHUV�� LW� IHOO� �$XVWUDOLD��86�DQG�'HQPDUN����0DUNHG�GHWHULRUDWLRQ�DQG�LPSURYHPHQW�LQ�FKLOG�SRYHUW\�UDWHV�WRRN�SODFH� LQ� ERWK� (QJOLVK �VSHDNLQJ� DQG� &RQWLQHQWDO� (XURSHDQ� FRXQWULHV�� � 3DUDOOHO�LQVWDQFHV�RI�GHWHULRUDWLRQ�DQG�LPSURYHPHQW�FDXWLRQV�DJDLQ VW�EHOLHYLQJ�LQ�DQ\�2(&' �ZLGH�
FKLOGUHQLVDWLRQ
�RI�SRYHUW\��DQG�VXJJHVWV�WKDW�SLYRWDO�VLJQLILFDQFH�DWWDFKHV�WR�WKH�SDUWLFXODU�SROLFLHV�D�FRXQWU\�KDG� LQ�SODFH�� �7KLV� ODWWHU�SRLQW� LV�FRQILUPHG�E\�WKH�IDFW�WKDW� XQGHUO\LQJ�PDUNHW� WUHQGV� LQ�7DEOH� �� DUH� QRW WKH� SULQFLSDO� IDFWRU�SUHGLFWLQJ� WKH�JRRG� RU� EDG� SHUIRUPDQFHV�� � )RU� H[DPSOH�� $XVWUDOLD
V� FKLOGUHQ� H[SHULHQFHG� D�GHWHULRUDWLRQ� LQ� WKH�GLVWULEXWLRQ�RI�PDUNHW� LQFRPH�HYHQ�JUHDWHU� WKDQ�%ULWLVK�FKLOGUHQ�������PRUH�$XVWUDOLDQ�FKLOGUHQ�ZHUH�OHIW�LQ�LQFRPH�SRYHUW\�E\�W KH�PDUNHW�HFRQRP\�LQ������DV�DJDLQVW�������DQG������PRUH� LQ� WKH�8.��� � ,Q�$XVWUDOLD
V�FDVH��KRZHYHU�� LW�KDV� WR� EH� DVVXPHG� WKDW� SROLF\� GHYHORSPHQWV� PRUH� WKDQ� FRPSHQVDWHG� IRU� WKH�GHWHULRUDWLRQ�� DV� WKH� SRVW� WD[�WUDQVIHU� SRVLWLRQ� RI� $XVWUDOLDQ� FKLOGUHQ� DFWXDOO\LPSURYHG���%\�FRQWUDVW��SROLF\�GHYHORSPHQWV�LQ�WKH�8.��WR�������GLG�QRW��DQG�WKH�SRVW�WD[�WUDQVIHU�SRVLWLRQ�RI�%ULWLVK�FKLOGUHQ�VXEVWDQWLDOO\�GHWHULRUDWHG�
&KDUW���JUDSKLFDOO\�LOOXVWUDWHV�WKH�VFRSH�WKDW�SROLF\�DSSHDUV�WR�KDYH�LQ�LQIOXHQFLQJ�WKH�VLWXDWLRQ RI�FKLOGUHQ��7KH�VTXDUHV�LQGLFDWH�WKH�VLWXDWLRQ�LQ�WKH�PLG �����V�ZLWK�UHJDUG�WR�FKLOG�SRYHUW\� LQ�HDFK�FRXQWU\��WKH�FKLOG�SRYHUW\�UDWH� EHIRUH WD[HV�DQG�WUDQVIHUV�LV�UHDG�RII�WKH�KRUL]RQWDO�D[LV�ZKLOH�WKDW� DIWHU WD[HV�DQG�WUDQVIHUV�LV�UHDG�RII�WKH�YHUWLFDO�D[LV��7KH�WULDQJOHV�VKRZ�WKH�VLWXDWLRQ�LQ�WKH�PLG �����V���6KLIWV�IURP�OHIW�WR�ULJKW�LQ�D�FRXQWU\
V�DUURZ� LQGLFDWH� WKH�VHYHULW\�RI� WKH�GHWHULRUDWLRQ� LQ� WKH�SUH �WD[�DQG� WUDQVIHU�SRVLWLRQV�FRQIURQWLQJ�FKLOGUHQ� � 1RWH� WKDW� WKHVH�DUH�VXEVWDQWLDO� IRU�PRVW�FRXQW ULHV��ZLWK� WKH� H[FHSWLRQ� RI� WKH� 86�� � :KHUH� WKH� DUURZ� DOVR� SRLQWV� GRZQ�� SROLF\�GHYHORSPHQWV� PRUH� WKDQ� FRPSHQVDWHG� IRU� WKLV� GHWHULRUDWLRQ� �86$�� $XVWUDOLD��&DQDGD�� 'HQPDUN��� ZKHUH� LW� SRLQWV� XS�� WKH\� IDLOHG� WR� GR� VR� �8.�� 1HWKHUODQGV����:KHUH� WKH� DUURZ� LV� VWUDL JKW� �)LQODQG� DQG�6ZHGHQ��� SROLF\� GHYHORSPHQWV�ZHUH� MXVW�VXIILFLHQW�WR�RIIVHW�WKH�QHJDWLYH�GHYHORSPHQWV� �
&KDUW���FOHDUO\�LOOXVWUDWHV�KRZ��VLQFH�WKH�PLG �����V��WKH�XQGHUO\LQJ�LQFRPH�SRVLWLRQ�RI�FKLOGUHQ�KDV�EHHQ� XQGHU�WKUHDW WKURXJKRXW�WKH�2(&'�ZRUOG��LQ� WKH�
JRRG�SHUIRUPLQJ
�VPDOO� QRUWKHUQ� (XURSHDQ� FRXQWULHV� DV� PXFK� DV� LQ� WKH� (QJOLVK �VSHDNLQJ� ZRUOG���&KLOGUHQ� UHDUHG� LQ� KLJK �LQFRPH� VRFLHWLHV� KDYH� EHHQ� UXQQLQJ� LQFUHDVLQJ� ULVNV� RIH[SHULHQFLQJ� VHULRXV� HFRQRPLF� GLVDGYDQWDJH� DQG� KDYH� JURZQ�PRUH� GHSHQGHQW� RQ�VWDWH�DFWLRQ�WR�DYRLG�LW��
��� .H\�+RXVHKROG�7\SHV
7KH�VLJQLILFDQFH�RI�VWDWH�WD[�DQG�WUDQVIHU�SROLFLHV�IRU�WKH�LQFRPHV�RI�FKLOGUHQ�FDQ�EH�DSSURDFKHG�LQ�DQRWKHU�ZD\��� ,W� LV�UHDVRQDEOH�WR�H[SHFW�WKDW�WKH�ILQDQFLDO�SRVLWLRQ�RI�FKLOGUHQ�ZLOO�EH�LQIOXHQFHG�E\� ZKHWKHU�WKH\�DUH�OLYLQJ�ZLWK�RQH�RU�WZR�SDUHQWV�DQG�E\�ZKHWKHU�WKRVH�SDUHQWV�DUH�HDUQLQJ�RU�DUH�ZLWKRXW�SDLG�HPSOR\PHQW���7DEOH���VKRZV�WKDW�WKLV�LV�WUXH�WR�D�PDMRU�H[WHQW���&KLOG�SRYHUW\�UDWHV�DUH�SUHVHQWHG�IRU�HDFK�RI�ILYH�W\SHV�RI�KRXVHKROGV��L�H���ORQH SDUHQW�QRW�ZRUNLQJ��ORQH�SDUHQW�ZRUNLQJ��WZR�SDUHQWV�ZLWK� QHLWKHU� ZRUNLQJ�� WZR� SDUHQWV� ZLWK� RQH� ZRUNLQJ�� DQG� WZR� SDUHQWV� ZLWK� ERWK�ZRUNLQJ��
� 7KH� QRPHQFODWXUHV� RQ�&KDUW�2QH��86� DQG�8.� DUH� VHOI�HYLGHQW� �&$�&DQDGD��$86�$XVWUDOLD�� ),1�)LQODQG���'.�'HQPDUN��1/�1HWKHUODQGV��DQG�6�6ZHGHQ�� &KDUW���LV�D�UHZRUNHG�DQG�VLPSOLILHG�YHUVLRQ�RI�)LJXUH����&�LQ�)|UVWHU��������ZKHUH�WKH�TXDQWLW\�RI�LQIRUPDWLRQ�FRQWDLQHG�LV�KDUGHU�WR�DEVRUE���+RZHYHU��WKH�ODWWHU�LV�KLJKO\�UHFRPPHQGHG�WR�WKH�LQWHUHVWHG�UHDGHU�
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&KDUW����&KLOG�3RYHUW\�5DWHV��3UH��DQG�3RVW�7D[HV�DQG�7UDQVIHUV��PLG�����V�DQG�PLG�����V�6HOHFWHG�&RXQWULHV
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(QGLQJ�&KLOG�3RYHUW\�LQ�5LFK�&RXQWULHV��:KDW�:RUNV"BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB3DJH��$�6WXG\�IRU�WKH�&KLOGUHQ
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:KHQ�FRQVLGHULQJ�WKH�LQFRPH�SRVLWLRQ�RI�FKLOGUHQ��LW�FDQ�EH�VHHQ�WKDW�x FKLOGUHQ�GR�EHVW�ZKHQ� WKH\�KDYH�DUH� OLYLQJ�ZLWK� WZR�SDUHQWV�ERWK�RI�ZKRP�DUH�ZRUNLQJ��x FKLOGUHQ�LQ�
ZRUN�SRRU
�KRXVHKROGV��QR�SDUHQW�HDUQLQJ��IDUH�WKH�ZRUVW�
%R[�2QH���'DWD�6RXUFHV6HYHUDO�EURDG��FURVV�FRXQWU\�VWXGLHV�RI�LQFRPH�SRYHUW\�LQ�ULFK�FRXQWULHV�DSSHDUHG�LQ������DQG�������VRPH�GHDOLQJ�H[FOXVLYHO\�ZLWK� WKH�VLWXDWLRQ�RI�FKLOGUHQ� DQG�RWKHUV�LQFOXGLQJ�YDOXDEOH�LQIRUPDWLRQ�RQ�FKLOGUHQ�LQ�WKH�FRXUVH�RI�JHQHUDO�VWXGLHV�RI�LQFRPH�GLVWULEXWLRQ� DQG� SRYHUW\�� 7KHLU� GLIIHUHQW� GDWD� VHWV� DQG� SURFHGXUHV� FDQ� FDXVH�HVWLPDWHV� RI� SRYHUW\� UDWHV� WR� GLYHUJH� E\� VHYHUDO� SHUFHQWDJH� SRLQWV�� EXW� WKH� VDPH�JHQHUDO�SLFWXUH�HPHUJHV�IURP�DOO�RI�WKHP��

7KH� WZR�VWXGLHV� XVHG� LQ�6HFWLRQV����� WR�����GUDZ�RQ�WKH�RQH�GDWDEDVH�� �7KLV�ZDV�DVVHPEOHG� E\� WKH� 2(&'� LQ� ����� WKURXJK� D� TXHVWLRQQDLUH� VHQW� WR� DXWKRULWLHV� RU�H[SHUWV LQ�VHYHQWHHQ�FRXQWULHV��LQYLWLQJ�WKHP�WR�VXSSO\�VWDQGDUG�LQIRUPDWLRQ�IURP�WKH�QDWLRQDO�VXUYH\V�RU�WD[�ILOHV�WKH\�FRQVLGHUHG�PRVW�XVHIXO��� :KLOH�WKHUH�LV�VRPHZKDW�OHVV� FURVV�FRXQWU\� FRPSDUDELOLW\� LQ� WKH� UHVXOWLQJ� GDWDEDVH� WKDQ� LQ� WZR� PDMRU�DOWHUQDWLYHV� � WKH� /X[HPERXUJ� ,QFRPH� 6WXG\� >/,6@� DQG� WKH� (XURSHDQ� &RPPXQLW\�+RXVHKROG� 3DQHO� VXUYH\� >(&+3@�� � LW� KDV� SDUWLFXODU� VWUHQJWKV�� � ,W� HQDEOHV� WKH�VLWXDWLRQV� LQ� WKH� PLG�����V� DQG� WKH� PLG�����V� LQ� D� ZLGH� VHW� RI� FRXQWULHV� WR� EH�FRPSDUHG��DQG�WKH�PDUNHW LQFRPH��EHIRUH�WD[HV�DQG�FDVK�WUDQVIHUV��DQG�GLVSRVDEOHLQFRPH� �DIWHU� WD[HV� DQG� WUDQVIHUV�� RI� KRXVHKROGV� ZLWK� FKLOGUHQ� WR� EH� UHOLDEO\�GLVWLQJXLVKHG�DW�HDFK�SRLQW�RI�WLPH�
$OO�WKH�GDWDEDVHV��WKH�2(&'��WKH�/,6�DQG�WKH�(&+3��KDYH�WKH�OLPLWDWLRQ�LQ�FRPPRQ�WKDW� WKHLU� GDWD� H[WHQG�RQO\� WR� WKH�PLG�����V�� � 7KLV� LV� D�ZHDNQHVV�RI� EURDG� FURVV�FRXQWU\�VWXGLHV�LQ�ZKLFK�GDWD�DYDLODELOLW\�DQG�KDUPRQLVDWLRQ�DUH�DFKLHYHG�RQO\�ZLWK�D�FRQVLGHUDEOH�WLPH�ODJ���7KH�PLG�����V�FXW�RII�SRLQW�PHDQV�WKDW�WKH�LPSDFW�RI�SROLF\�FKDQJHV� LQLWLDWHG� LQ� WKH� PLG� WR� ODWH�����V� DUH� QRW� FDSWXUHG� LQ� WKH� WDEOHV� LQ� WKLV�FKDSWHU���

� %��%UDGEXU\�DQG�0��-lQWWL���������³&KLOG�3RYHUW\�$FURVV�WKH�,QGXVWULDOLVHG�:RUOG´��LQ�.��9OHPLQFN[�DQG� 7��0�� 6PHHGLQJ� �HGV����&KLOG�:HOO�%HLQJ�� &KLOG� 3RYHUW\� DQG� &KLOG� 3ROLF\� LQ�0RGHUQ� 1DWLRQV�%ULVWRO��7KH�3ROLF\�3UHVV��+��2[OH\��7KDL�7KDQK�'DQJ��0��)|UVWHU�DQG�0��3HOOL]D]DUL���������³,QFRPH�,QHTXDOLWLHV� DQG� 3RYHUW\� $PRQJ� &KLOGUHQ� DQG� +RXVHKROGV� ZLWK� &KLOGUHQ� LQ� 6HOHFWHG� 2(&'�&RXQWULHV´�� LQ�9OHPLQFN[�DQG�6PHHGLQJ��HGV����&KLOG�:HOO�%HLQJ��&KLOG�3RYHUW\�DQG�&KLOG�3ROLF\� LQ�0RGHUQ�1DWLRQV� %ULVWRO��7KH�3ROLF\�3UHVV�� ³:KHQ� 0RQH\� LV� 7LJKW�� 3RYHUW\� '\QDPLFV� LQ� 2(&'� &RXQWULHV´� �������� LQ� 2(&'� (PSOR\PHQW�2XWORRN�� -XQH� ����� 3DULV�� 2(&'�� � 0�� )�� )|UVWHU�� DVVLVWHG� E\� 0�� 3HOOL]]DUL� �������� ³7UHQGV� DQG�'ULYLQJ� )DFWRUV� LQ� ,QFRPH�'LVWULEXWLRQ� DQG�3RYHUW\� LQ� WKH�2(&'�$UHD´��/DERXU�0DUNHW� DQG�6RFLDO�3ROLF\�� 2FFDVLRQDO�3DSHUV��1R����� 3DULV��2(&'�� 7KHVH�DUH�)|UVWHU��������DQG�2[OH\�HW�DO��������� )RU�WKH�QDWLRQDO�GDWD�VRXUFHV�FKRVHQ��VHH�7DEOH�$���RI�)|UVWHU��������� 7KH�/,6�GDWDEDVH�RQ�KRXVHKROG� LQFRPH� LV�GUDZQ�IURP�QDWLRQDO�VXUYH\V�DQG�DGMXVWHG�IRU�PD[LPXP�FRPSDUDELOLW\���6HH�KWWS���OLV�FHSV�OX����� 7KH�(&+3�ZDV� VWDUWHG� LQ����(8�FRXQWULHV� �QRW�6ZHGHQ��$XVWULD�RU�)LQODQG�� LQ������� �&KDSWHU����2(&'�(PSOR\PHQW�2XWORRN��-XQH�������LQFOXGHV�D�GLVFXVVLRQ�RI�LWV�VWUHQJKWV�DQG�ZHDNQHVVHV��� 7KLV�ZLOO�EH�UHPHGLHG�LQ�&KDSWHU�7KUHH�ZKHUH�UHFHQW�SROLF\�LQQRYDWLRQV�LQ�FRXQWULHV�ZLWK�SDUWLFXODU�UHOHYDQFH�WR�,UHODQG�DUH�VWXGLHG�ZLWK�WKH�XVH�RI�QDWLRQDO�GDWD�IURP�WKH�FRXQWULHV�FRQFHUQHG�
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x EHLQJ� UHDUHG�E\� D� ORQH�SDUHQW� LQ�HPSOR\PHQW� LV� VXEVWDQWLDOO\�EHWWHU� WKDQ�EHLQJ�ZLWK�WZR�SDUHQWV�QHLWKHU�RI�ZKRP�KDV�HPSOR\PHQW��'HQPDUN�DQ�H[FHSWLRQ���x EHLQJ�UHDUHG�E\�D�ORQH�SDUHQW�ZKR�LV�ZLWKRXW�HPSOR\PHQW�LV�WKH�ZRUVW�RI�SRVVLEOH�ZRUOGV��H[FHSW�LQ�WKH�1HWKHUODQGV�DQG�&DQDGD�ZKHUH�VXFK�KRXVHKROGV�DSSHDU�WR�JHW�PRUH�VXSSRUW�WKDQ�WZR�SDUHQW�
ZRUN�SRRU
�KRXVHKROGV�
7DEOH�� &KLOG�3RYHUW\�5DWHV�E\�+RXVHKROG�7\SH��(QJOLVK�6SHDNLQJ�&RXQWULHV�DQG�1RUWKHUQ�(8�0HPEHU�6WDWHV������
&RXQWU\ $OO�FKLOGUHQ /RQH�SDUHQW 7ZR�SDUHQWV1RW�ZRUNLQJ :RUNLQJ 1R�ZRUNHU 2QH�ZRUNHU 7ZR�ZRUNHUV
8QLWHG�6WDWHV ���� ���� ���� ���� ���� ���8QLWHG�.LQJGRP ���� ���� ���� ���� ���� ���&DQDGD ���� ���� ���� ���� ���� ���$XVWUDOLD ���� ���� ��� ���� ��� ���
*HUPDQ\ ���� ���� ���� ���� ��� ���1HWKHUODQGV ��� ���� ���� ���� ��� ���)UDQFH ��� ���� ���� ���� ��� ���%HOJLXP ��� ���� ���� ���� ��� ���'HQPDUN ��� ���� ���� ��� ��� ���6ZHGHQ ��� ���� ��� ��� ��� ���)LQODQG ��� ��� ��� ��� ��� ���
$YHUDJH����� ��� ���� ���� ���� ���� ���

6RXUFH��DGDSWHG�IURP�2[OH\�HW�DO���������7DEOH������
+RZHYHU��WKH�SULQFLSDO�LQWHUHVW�RI�7DEOH���LV�WKDW�LW�VKRZV�WKHUH�LV�VXEVWDQWLDO�YDULDWLRQ�DFURVV� FRXQWULHV� LQ� SRYHUW\� UDWHV� IRU� WKH� VDPH W\SH� RI� KRXVHKROG�� LW� LV� VRPHWLPHV�JUHDWHU�WKDQ�WKH�YDULDWLRQ�LQ�QDWLRQDO�FKLOG�SRYHUW\�UDWHV���,Q�RWKHU�ZRUGV��ZKDW�VHHPV�WR� DFFRXQW� IRU� WKH� GLIIHUHQFHV� LQ� FKLOG� SRYHUW\� UDWHV� EHWZHHQ� FRXQWULHV� LV� QRW� WKDW�VRPH� KDYH�� IRU� H[DPSOH��PRUH� ORQH� SDUHQWV� RU�PRUH� 
ZRUN� SRRU
� KRXVHKROGV� WKDQ�RWKHUV�� EXW� WKDW� WKH�SRYHUW\� ULVN� DWWDFKHG� WR�HDFK� W\SH�RI�KRXVHKROG�YDULHV�ZLGHO\���2[OH\� HW� DO� ������� FRQILUP� WKLV� LQ� DQ�H[HUFLVH� �QRW� VKRZQ�� LQ�ZKLFK� WKH\�DSSO\� WKH�FRXQWU\�VSHFLILF�SRYHUW\�ULVNV�IRU�HDFK�W\SH�RI�KRXVHKROG�WR�D�XQLIRUP�FRPSRVLWLRQ�RI�KRXVHKROGV��L�H���WKH\�DVVXPH�HDFK�FRXQWU\�KDV�WKH�VDPH�FRPSRVLWLRQ�RI�KRXVHKROGV�E\�RQH�RU�WZR�SDUHQWV��DQG�]HUR��RQH�RU�WZR�HDUQHUV��WKLV�XQLIRUP�FRPSRVLWLRQ�EHLQJ�WKH�DYHUDJH�IRU�DOO�FRXQWULHV����7KH\�ILQG�WKLV�PDNHV�OLWWOH�GLIIHUHQFH�WR�KRZ�FRXQWULHV�DUH� UDQNHG� E\� QDWLRQDO� FKLOG� SRYHUW\� UDWHV�� � 7KLV� FRQILUPV� WKDW� WKH� UHDVRQV� IRU�GLIIHUHQFHV�LQ�FKLOG�SRYHUW\�UDWHV�EHWZHHQ�FRXQWULHV�DUH�WR�EH�VRXJKW�SULPDULO\�LQ�WKH�GLIIHUHQFHV�FKDUDFWHULVLQJ�WKHLU�VRFLDO�DQG�IDPLO\�SROLFLHV�UDWKHU�WKDQ�LQ�GLIIHUHQFHV�LQ�IDPLO\�VWUXFWXUH�RU�WKH�IXQFWLRQLQJ�RI�WKHLU�ODERXU�PDUNHWV�
7DEOH���KHOSV�LGHQWLI\�ZKLFK�W\SH�RI�KRXVHKROG�D�FRXQWU\�VKRXOG�SULRULWLVH�DV�LW�VHHNV�WR� UHGXFH� LWV�FKLOG�SRYHUW\� UDWH�� � ,W�JLYHV� WKH�GLVWULEXWLRQ�RI�D�QDWLRQ
V�SRRU�FKLOGUHQ�DFURVV�WKH�ILYH�NH\�KRXVHKROG�W\SHV���)RU�H[DPSOH��ZKLOH�FKLOGUHQ�LQ�WZR�SDUHQW��GXDO�HDUQLQJ� KRXVHKROGV� KDYH� WKH� ORZHVW� SRYHUW\� ULVN� LQ� )LQODQG�� DOPRVW� WZR�WKLUGV���������RI�)LQODQG
V�SRRU� FKLOGUHQ�DUH� WR�EH� IRXQG� LQ� WKLV� W\SH�RI�KRXVHKROG�� �7KLV�VXJJHVWV�� IRU� H[DPSOH�� WKDW� WKH� )LQQLVK� DXWKRULWLHV� ZRXOG� PDNH� SDUWLFXODUO\� UDSLG�LQURDGV� LQWR� WKHLU� UHPDLQLQJ� FKLOG� SRYHUW\� E\� ± IRU� H[DPSOH� ± JLYLQJ� LQFUHDVLQJO\�IDYRXUDEOH�WD[�WUHDWPHQW�WR�FRXSOHV�ZLWK�FKLOGUHQ��
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7DEOH�� 'LVWULEXWLRQ�RI�3RRU�&KLOGUHQ�E\�+RXVHKROG�7\SH��(QJOLVK�6SHDNLQJ�&RXQWULHV�DQG�1RUWKHUQ�(8�0HPEHU�6WDWHV������
$OO�SRRU�FKLOGUHQ /RQH�SDUHQW 7ZR�SDUHQWV

1RW�ZRUNLQJ :RUNLQJ 1R�ZRUNHU 2QH�ZRUNHU 7ZR�ZRUNHUV
8QLWHG�6WDWHV ��� ���� ���� ��� ���� ����8QLWHG�.LQJGRP ��� ���� ���� ���� ���� ����
&DQDGD ��� ���� ���� ���� ���� ����$XVWUDOLD ��� ���� ��� ���� ���� ����
*HUPDQ\ ��� ���� ���� ���� ���� ���1HWKHUODQGV ��� ���� ��� ���� ���� ���)UDQFH ��� ����� ��� ���� ���� ����%HOJLXP ��� ���� ���� ���� ���� ���'HQPDUN ��� ���� ���� ��� ���� ����6ZHGHQ ��� ���� ���� ���� ���� ����)LQODQG ��� ���� ���� ��� ��� ����
$YHUDJH ���� ���� ���� ���� ����

6RXUFH��DGDSWHG�IURP�2[OH\�HW�DO���������7DEOH������
%\�FRQWUDVW��RYHU�WZR�WKLUGV�RI�'HQPDUN
V�SRRU�FKLOGUHQ�DUH�WR�EH�IRXQG�LQ�RQH�SDUHQW�KRXVHKROGV� LPSO\LQJ� WKDW� SROLFLHV� ZKLFK� EHQHILW� ORQH� SDUHQWV� GLVSURSRUWLRQDWHO\�VKRXOG�EH�DFFRUGHG�SULRULW\�WKHUH���2QH�LPPHGLDWH�FRQFOXVLRQ�LV�WKDW�WKHUH�LV�QR�RQHVHW�RI�SROLFLHV�FRPPRQ�WR�DGYDQFHG�LQGXVWULDOLVHG�FRXQWULHV�ZKLFK�FDQ�EH�DGRSWHG�WR�HOLPLQDWH� FKLOG� SRYHUW\� EXW� WKDW� WKH� SROLF\� VHW� KDV� WR� EH� WDLORUHG� WR� WKH� DFWXDO�FLUFXPVWDQFHV�VHHQ�WR�EH�FKDUDFWHULVLQJ�D�QDWLRQ
V�SRRU�FKLOGUHQ�
��� %ULQJLQJ�,UHODQG�LQWR�WKH�3LFWXUH
,UHODQG�ZDV�QRW�LQFOXGHG�DPRQJ�WKH�VHYHQWHHQ�FRXQWULHV�LQ�WKH�VWXG\�E\�2[OH\�HW�DO����������,W�GRHV�IHDWXUH�LQ�)|UVWHU¶V��������VWXG\�ZKLFK�SURYLGHV�GDWD�RQ�WKH�PDUNHW�DQG� GLVSRVDEOH� LQFRPHV�RI� ,ULVK� KRXVHKROGV�ZLWK� FKLOGUHQ� LQ� �����DQG������� � 7KH�SLFWXUH�WKDW�HPHUJHV�LV�VXPPDULVHG�LQ�7DEOH���

7DEOH�� &KLOG�3RYHUW\�5DWHV�3UH� DQG�3RVW�7D[�DQG�7UDQVIHUV��,UHODQG�������DQG�����
&RXQWU\ 3UH�WD[�DQG�WUDQVIHU 3RVW�WD[�DQG�WUDQVIHU���� ���� &KDQJH�LQ���SRLQWV ���� ���� &KDQJH�LQ���SRLQWV 5HGXFWLRQ�LQ������LQ���SRLQWV���� ��� ��� ��� ��� ��� ���
,UHODQG ���� ���� ��� ���� ���� ��� ����

6RXUFH��)|UVWHU��������
$Q�HVWLPDWHG�FKLOG�SRYHUW\�UDWH�RI�������LQ������PHDQV�WKDW�,UHODQG�ZDV�GRLQJ�ZHOO�ZLWKLQ��WKH��(QJOLVK�VSHDNLQJ�JURXS���EXW��H[WUHPHO\��SRRUO\��LQ��FRPSDULVRQ�ZLWK�RWKHU�
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VPDOO�� QRUWKHUQ� (8� PHPEHU� VWDWHV� �VHH� 7DEOHV� �� DQG� ���� � 7KLV� SRRU UDQNLQJ��KRZHYHU��FRQFHDOV�D�UHODWLYHO\�KDUG�ZRUNLQJ�WD[�DQG�WUDQVIHU�V\VWHP��2YHU�RQH�ILIWKRI�,ULVK�FKLOGUHQ���������ZHUH�EHLQJ�NHSW�IURP�LQFRPH�SRYHUW\�LQ������E\�WKH�WD[HV�DQG�WUDQVIHUV�WKHQ�LQ�SODFH��WKH�ODUJHVW�UHGXFWLRQ�LQ�WKH�FRXQWULHV�VWXGLHG���7KLV�VWURQJ�VKRZLQJ� E\� ,UHODQG¶V� WD[DWLRQ� DQG� VRFLDO� ZHOIDUH� SROLFLHV� GLG� QRW� JLYH� ,UHODQG� D�UHODWLYHO\�ORZ�ILQDO�UDWH�RI�FKLOG�SRYHUW\�EHFDXVH�RI�WKH�H[FHSWLRQDOO\�ODUJH�QXPEHU�RI�,ULVK�KRXVHKROGV�ZLWK�FKLOGUHQ�JHQHUDWLQJ�OLWWOH�PDUNHW�LQFRPH�������RI�DOO�FKLOGUHQ�LQ�,UHODQG�ZRXOG�KDYH�EHHQ�SRRU�LQ�������LQ�WKH�DEVHQFH�RI�WD[HV�DQG�WUDQVIHUV���,Q�QRRWKHU� FRXQWU\� GLG� WKH� KRXVHKROGV� LQ� ZKLFK� FKLOGUHQ�ZHUH� SUHVHQW� KDYH� VXFK�ZHDN�OLQNV� ZLWK� WKH� PDUNHW� HFRQRP\� LQ� WKH� PLG�����V��� )|UVWHU� H[DPLQHV� WKLV� PRUH�FORVHO\�DQG� ILQGV� WKDW��DW������� WKH�SURSRUWLRQ�RI� WRWDO�PDUNHW� LQFRPH�JHQHUDWHG� LQ�,UHODQG�JRLQJ� WR� WKH�ERWWRP�����RI�KRXVHKROGV�ZDV� WKH� ORZHVW�RI�DOO� WKH�FRXQWULHV�VWXGLHG� �WKH�FRUUHVSRQGLQJ� ILJXUH� IRU� WKH�8.�ZDV������DQG� IRU� WKH�86��������� $�FRUROODU\� RI� WKLV� LV� WKDW� VRFLDO� WUDQVIHUV� LQ� ,UHODQG� ZHUH� SDUWLFXODUO\� XQOLNHO\� WR� EH�VXSSOHPHQWLQJ�PDUNHW�HDUQLQJV��DQG�PRUH� OLNHO\� WR�FRQVWLWXWH�D�PDMRU�VKDUH�RI� WKH�WRWDO�GLVSRVDEOH�LQFRPH�RI�ORZ�LQFRPH�KRXVHKROGV�ZLWK�ZRUNLQJ�DJH�KHDGV������RQ�DYHUDJH��DV�DJDLQVW�����LQ�WKH�8. DQG�XQGHU�����LQ�WKH�86����
��� 7KH�'\QDPLFV�RI�&KLOG�,QFRPH�3RYHUW\
7KH�FKLOG�SRYHUW\�UDWHV�VR�IDU�WHOO�XV�QRWKLQJ�DERXW�WKH�OHQJWK�RI�WLPH�FKLOGUHQ�PD\�EH�LQ�SRYHUW\�GXULQJ� WKHLU�FKLOGKRRG� �WKH�GXUDWLRQ�RI� WKHLU�SRYHUW\�VSHOOV���QRU�DQ\WKLQJ�DERXW�KRZ RIWHQ�WKH�VDPH�FKLOG�PD\�EH�SRRU��WKH�IUHTXHQF\ RI�SRYHUW\�VSHOOV���8QWLO�UHFHQWO\��WKLV�W\SH�RI�LQIRUPDWLRQ�± RQ�WKH�G\QDPLFV�RI�FKLOG�SRYHUW\�± ZDV�QRW�HDV\�WR�FRPH� E\� IRU� PDQ\� FRXQWULHV�� OHW� DORQH� DYDLODEOH� LQ� DQ� LQWHUQDWLRQDOO\� FRPSDUDEOH�IRUP���,W�UHTXLUHV�SDQHO�VWXGLHV�LQ�ZKLFK�WKH�VDPH�FKLOGUHQ�DUH�WUDFNHG�LQ�VXEVHTXHQW�UHSHDWV� RI� DQ� LQLWLDO� VXUYH\�� � 7KH� LPSRUWDQW� FRQWULEXWLRQ� RI� SDQHO� VWXGLHV� WR� WKH�XQGHUVWDQGLQJ� RI� FKLOG� SRYHUW\�� DQG� WKH�GHVLJQ�RI� SROLFLHV� IRU� HOLPLQDWLQJ� LW�� LV�ZHOO�VXPPDULVHG�E\ %UDGEXU\��-HQNLQV�DQG�0LFNOHZULJKW��������LQ�RQH�RI�WKH�IHZ�VWXGLHV�FRPSDULQJ�FKLOG�LQFRPH�G\QDPLFV DFURVV�FRXQWULHV����
x )RU�WKH�LQGLYLGXDO�FKLOG��WKH�DGYHUVH�LPSDFW�RQ�WKH�VWDQGDUG�RI�OLYLQJ�RI�EHLQJ�SRRU�WKLV� \HDU� GHSHQGV�RQ�SDVW� SRYHUW\�� �3RRU� FKLOGUHQ�ZKR�KDYH�EHHQ�SRRU�D� ORQJ�WLPH� DUH� OLNHO\� WR� EH�ZRUVH� RII� WKDQ� FKLOGUHQ�ZKR� DUH� QHZO\� SRRU�� EHFDXVH� WKH��FDSDFLWLHV�WR�µJHW�E\¶�RI�WKH�IDPLOLHV�RI�WKH�IRUPHU�DUH�HURGHG�RYHU�WLPH�
x 7KH�VDPH�FKLOG�SRYHUW\�UDWH�PD\�PHDQ�SRYHUW\�LV�FRQFHQWUDWHG�LQ�D�VPDOO�JURXS�RI�FKLOGUHQ��RU�VSUHDG�DFURVV�D�ODUJH�QXPEHU���)RU�H[DPSOH��D�����SRYHUW\�UDWH�FRXOG�PHDQ�RQH�LQ�WHQ�FKLOGUHQ�DUH�SRRU�DOO�WKH�WLPH��RU�WKDW�DOO�FKLOGUHQ�DUH�SRRU�IRU�RQH�WHQWK�RI�WKHLU�FKLOGKRRG���%HFDXVH�RI�WKLV��D�SRYHUW\�UDWH�WKDW�LV�UHODWLYHO\�FRQVWDQW�EHWZHHQ�WZR�SHULRGV�FRXOG�VWLOO�FRQFHDO�D�TXLWH�VHULRXV�GHWHULRUDWLRQ�LQ�FKLOG�ZHOO�EHLQJ��7KLV�ZRXOG�KDSSHQ�LI�HTXDO�SURSRUWLRQDWH�GURSV�KDG�WDNHQ�SODFH�LQ� WKH� QXPEHUV� RI� FKLOGUHQ� HQWHULQJ� DQG� H[LWLQJ� SRYHUW\� UHVXOWLQJ� LQ� D� JURZLQJ�FRQFHQWUDWLRQ�RI�FKLOG�SRYHUW\�
�� ,Q�������,UHODQG¶V�XQHPSOR\PHQW�UDWH�ZDV�WKH�VHFRQG�KLJKHVW�RI�WKH�FRXQWULHV�LQ�7DEOH����DW�������±DIWHU� )LQODQG¶V� ������± DQG� WKLV� LV� DQ� LPSRUWDQW� SDUW� RI� WKH� FRQWH[W�� �%XW� QRW� DOO� RI� LW�� � 3UH�WD[� DQG�WUDQVIHU�FKLOG�SRYHUW\�UDWHV�DQG�XQHPSOR\PHQW�UDWHV�FRUUHODWH�SRRUO\��� 6HH�)|UVWHU���������7DEOH�������+H�FRQFHQWUDWHV�RQ�KRXVHKROGV�KHDGHG�E\�SHRSOH�RI�ZRUNLQJ�DJH�DQG�H[FOXGHV�SHQVLRQHU�KRXVHKROGV��� )|UVWHU���������7DEOH�����
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x 7KH�HIIHFWV�RI�FKLOGKRRG�SRYHUW\�RQ�D�YDULHW\�RI�RXWFRPHV�LQ�IXWXUH�DGXOW�OLIH�DUH�NQRZQ�WR�GHSHQG�RQ�WKH�OHQJWK�RI�WLPH�D�SHUVRQ�ZDV�SRRU�GXULQJ�FKLOGKRRG�
x $�IRFXV�RQ� LQIORZV�DQG�RXWIORZV��DQG�WKH�HYHQWV�WKDW�WULJJHU�WKHP��GHHSHQV�RXU�XQGHUVWDQGLQJ�RI�WKH�FDXVHV�RI�FKLOGKRRG�SRYHUW\�
x :KHWKHU�D�KLJK�RU�ORZ�WXUQRYHU�FKDUDFWHULVHV�FKLOGUHQ�LQ�SRYHUW\�ZLOO�LQIOXHQFH�WKH�GHVLJQ�RI�DQWL�SRYHUW\�VWUDWHJLHV���)RU�H[DPSOH��LQ�WU\LQJ�WR�HOLPLQDWH�D�����FKLOG�SRYHUW\�UDWH��LW�PDNHV�WKH�ZRUOG�RI�GLIIHUHQFH�WR�NQRZ�ZKHWKHU�ZH�DUH�FRQIURQWLQJ�WKH�HQGXULQJ�H[SHULHQFH�RI�D�VPDOO�PLQRULW\�RI�FKLOGUHQ�RU�WKH�FRPPRQ�H[SHULHQFH�RI�HYHU\�FKLOG�
,Q�WKH�IROORZLQJ�VHFWLRQ��VRPH�RI�WKH�PRUH�VWULNLQJ�HPSLULFDO�ILQGLQJV�LQ�WKUHH�VWXGLHV�DUH�SUHVHQWHG��7KH�GDWD�GR�QRW�DOORZ�D�FRPSUHKHQVLYH�SLFWXUH�WR�EH�UHOLDEO\�SDLQWHG�EXW� ZKDW� LV� NQRZQ� KDV� VLJQLILFDQFH� IRU� WKH� GHVLJQ� DQG� HYDOXDWLRQ� RI� SROLFLHV� WR�HUDGLFDWH�FKLOG�SRYHUW\�
�������7KH�GXUDWLRQ�RI�FKLOG�SRYHUW\��VKRUW�WR�PHGLXP�WHUP
7KH� 2(&'� KDV� H[DPLQHG� FORVHO\� WKRVH� FKDUDFWHULVWLFV� RI� LQGLYLGXDOV� DQG� WKHLU�KRXVHKROGV�ZKLFK�DSSHDU�WR� LQIOXHQFH�WKH�OLNHOLKRRG�WKDW�SHRSOH�ZLOO�HVFDSH�LQFRPH�SRYHUW\� RQFH� WKH\� KDYH� IDOOHQ� LQWR� LW��� ,Q� D� VWXG\� RI� WUDQVLWLRQV� LQWR� DQG� RXW� RI�SRYHUW\��WKH\�H[DPLQHG�GDWD�IRU�WZHOYH�(8�FRXQWULHV�FRYHULQJ�WKH�WKUHH�\HDU�SHULRG�������������� 7KH� WKUHH� FKDUDFWHULVWLFV� ZKLFK� HPHUJHG� DV� PRVW� SURPLQHQWO\�DVVRFLDWHG�ZLWK�ORZHULQJ�WKH�SUREDELOLW\�RI�LQGLYLGXDOV�HVFDSLQJ�SRYHUW\�ZHUH��EHLQJ�LQ�D�KRXVHKROG�ZLWK�QR�RQH� LQ�HPSOR\PHQW��EHLQJ� LQ�D�KRXVHKROG�ZLWK�D�ORZ�HGXFDWHG�KHDG��DQG�EHLQJ�D�FKLOG��DJHG�XQGHU�������7KH�QXPEHU�RI�SHUFHQWDJH�SRLQWV�E\�ZKLFK�HDFK�RI�WKHVH�WKUHH�FKDUDFWHULVWLFV�LQGHSHQGHQWO\�ORZHUHG�WKH�SUREDELOLW\�RI�HVFDSLQJ�SRYHUW\��DQG�LQFUHDVHG�LWV�GXUDWLRQ�DQG�LQWHQVLW\��FDQ�EH�UHDG�IURP�7DEOH���
,W� FDQ� EH� VHHQ� WKDW� FKLOGUHQ� LQVLGH� WKH� (XURSHDQ� 8QLRQ� LQ� WKH� PLG�����V� KDG� DSUREDELOLW\�RI�HVFDSLQJ�SRYHUW\��RQFH�LQ�LW��WKDW�ZDV���SHUFHQWDJH�SRLQWV�ORZHU�WKDQ�IRU�ZRUNLQJ�DJH�DGXOWV�DQG��RQFH�SRRU�� WKH\�ZHUH�����SHUFHQWDJH�SRLQWV�PRUH� OLNHO\� WR�KDYH� EHHQ� µDOZD\V� SRRU¶� DQG� ���� SHUFHQWDJH� SRLQWV� PRUH� OLNHO\� WR� KDYH� EHHQ�µSHUPDQHQWO\�SRRU¶�RYHU�WKH�WKUHH�\HDUV�WKDQ�DGXOWV���7KH�TXDQWLWDWLYH�LPSDFWV�RI�WKH�RWKHU�WZR�YDULDEOHV�DUH��PRVW�RI�WKH�WLPH��JUHDWHU�EXW�ZKDW�LV�GHHSO\�VLJQLILFDQW�IRU�WKH�SXUSRVHV�RI� WKLV� VWXG\� LV� WKDW� VLPSO\�EHLQJ�D�FKLOG� IHDWXUHV� � DORQJ�ZLWK�EHLQJ� LQ�D�µZRUN� SRRU¶� KRXVHKROG� DQG� WKH� ORZ�HGXFDWLRQ� RI� D� KRXVHKROG� KHDG� � DV� D�FKDUDFWHULVWLF� VWURQJO\� DQG� UHOLDEO\� DVVRFLDWHG� ZLWK� WKH� GXUDWLRQ� DQG� LQWHQVLW\� RI�SRYHUW\�
:KHQ� WKH� LQGHSHQGHQW� FRQWULEXWLRQV� RI� VXFK� IDFWRUV� DV� OLYLQJ� LQ� D� RQH�SDUHQW�KRXVHKROG��LQ�D�KRXVHKROG�ZLWK�QR�DGXOW�LQ�HPSOR\PHQW��DQG�LQ�D�KRXVHKROG�KHDGHG�E\�D�SHUVRQ�ZLWK� ORZ�HGXFDWLRQ��ZHUH�FRQWUROOHG�IRU��FKLOGUHQ�ZHUH�VWLOO� OHVV�OLNHO\�WR�HVFDSH� SRYHUW\� WKDQ� DGXOWV�� &KLOGUHQ� DSSHDU� WR� EH� DW� D� VLJQLILFDQW� GLVDGYDQWDJH�VLPSO\�EHFDXVH�WKH\�DUH�FKLOGUHQ�
�� ³:KHQ� 0RQH\� LV� 7LJKW�� 3RYHUW\� '\QDPLFV� LQ� 2(&'� &RXQWULHV´� �������� FKDSWHU� �� LQ� 2(&'�(PSOR\PHQW�2XWORRN��-XQH������ 3DULV��2(&'��� 7KH�GDWD�FRPH�IURP�WKH�(XURSHDQ�&RPPXQLW\�+RXVHKROG�3DQHO�VXUYH\V��(&+3��RI������������DQG������� � $OO� (8� FRXQWULHV� DUH� LQFOXGHG� H[FHSW� $XVWULD� �ZKLFK� MRLQHG� WKH� (&+3� LQ� LWV� VHFRQG�ZDYH���)LQODQG� �MRLQHG� LQ� WKH� WKLUG� ZDYH��� DQG� 6ZHGHQ� �GRHV� QRW� SDUWLFLSDWH��� � 7KH� DQDO\VHV� FDUULHG� RXW�LQFOXGHG�PXOWLYDULDWH�ORJLVWLF�UHJUHVVLRQV�IURP�ZKLFK�PDWHULDO�IRU�WKLV�VHFWLRQ�LV�GUDZQ�
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7KLV�FDQ�EH�OHJLWLPDWHO\�LQWHUSUHWHG�DV�SULPD�IDFLH�HYLGHQFH�WKDW��DV�D�UXOH��VRFLHW\�LQ�WKH�(XURSHDQ�8QLRQ�LV�QRW�VRFLDOLVLQJ�VXIILFLHQWO\�WKH�FRVWV RI�SDUHQWLQJ���7KLV�LVVXH�ZLOO�EH�WDNHQ�XS�LQ�&KDSWHU�7KUHH�
7DEOH�� 3UREDELOLWLHV��3HUFHQWDJH�5DWHV��RI�(VFDSLQJ�3RYHUW\�RU�5HPDLQLQJ�LQ�3RYHUW\�������������,QIOXHQFH�RI�'LIIHUHQW�)DFWRUV

([LW�UDWH � 3UREDELOLW\�RI�EHLQJ�µDOZD\V�SRRU¶��
3UREDELOLW\�RI�EHLQJ�µSHUPDQHQWO\�SRRU¶�5HIHUHQFH�SHUVRQ ���� ���� ����

,I�FKLOG��DJHG�XQGHU�����>UHIHUHQFH�SHUVRQ� �DJHG������@ ���� ���� ����
,I�KRXVHKROG�KHDG�LV�ORZ�HGXFDWHG�>UHIHUHQFH�SHUVRQ� ��KRXVHKROG�KHDG�PHGLXP�HGXFDWHG@��

���� ���� ����
,I�QR�DGXOW�LQ�KRXVHKROG�LV�HPSOR\HG�>UHIHUHQFH� �RQH�DGXOW�HPSOR\HG@

���� ���� ����
6RXUFH��7DEOH������2(&'�(PSOR\PHQW�2XWORRN��-XQH�������5HVXOWV�DUH�IURP�PXOWLYDULDWH�ORJLVWLF�UHJUHVVLRQ��DOO�FRHIILFLHQWV�DUH�VWDWLVWLFDOO\�VLJQLILFDQW�WR����OHYHO�

1RWHV�����7KH µH[LW�UDWH¶�LV�WKH�SUREDELOLW\�RI�QRW�EHLQJ�SRRU�LQ�\HDU�µW��¶�JLYHQ�WKDW�RQH�ZDV�SRRU�LQ�\HDU�µW¶�����µ$OZD\V�SRRU¶�PHDQV�WKH�SUREDELOLW\�RI�EHLQJ�SRRU�LQ�HDFK RI�WKH�WKUHH�\HDUV�������������DQG����������µ3HUPDQHQWO\�SRRU¶�PHDQV�WKH�SUREDELOLW\�WKDW�RQH¶V�FXPXODWLYH LQFRPH�RYHU�WKH�WKUHH�\HDUV�LV�EHORZ�WKH�DJJUHJDWH�RI�WKH�SRYHUW\�OLQHV�LQ�HDFK�RI�WKH�WKUHH�\HDUV���,W�LPSOLHV�WKDW��ZKHQ�LQFRPH�URVH�DERYH�WKH�SRYHUW\�OLQH��LW�GLG�QRW�GR�VR�E\�DV�PXFK�DV�LW�IHOO�EHORZ�LW�DW�DQRWKHU�WLPH����� � µ/RZ� HGXFDWLRQ¶�PHDQV� WKH� KRXVHKROG� KHDG� OHIW� HGXFDWLRQ� EHIRUH� FRPSOHWLQJ� WKH� VHQLRU� F\FOH� RI�VHFRQGDU\�VFKRRO��µPHGLXP�HGXFDWLRQ¶�PHDQV�V�KH�OHIW�RQ�FRPSOHWLQJ�LW�
�������7KH�GXUDWLRQ�RI�FKLOG�SRYHUW\��ORQJ�WHUP
$� VHFRQG� VWXG\� VHOHFWHG� IRU� H[DPLQDWLRQ� LV� RI� D� VPDOOHU� JURXS� RI� FRXQWULHV�� LW�VSHFLILFDOO\�IRFXVHV�RQ�FKLOG�SRYHUW\�DQG�PDNHV�XVH�RI�SDQHO�GDWD�FRYHULQJ�WHQ�\HDU�SHULRGV�LQ�VRPH�LQVWDQFHV���
$�ILUVW�JHQHUDO�ILQGLQJ�ZDV�WKDW�FRXQWULHV�GLIIHU�OHVV�LQ�WKH�G\QDPLFV�RI�FKLOG�SRYHUW\�WKDQ�LQ�LWV�VWDWLFV��� ,Q�RWKHU�ZRUGV��WKH�VWXG\�IRXQG�FRQVLGHUDEO\�OHVV�YDULDWLRQ�LQ�WKH�GHJUHH�RI�PRELOLW\�LQWR�DQG�RXW�RI�SRYHUW\�DFURVV�LQGXVWULDOLVHG�FRXQWULHV�WKDQ�LQ�WKH�OHYHO�RI�FKLOG�SRYHUW\�LWVHOI���$�VHFRQG�JHQHUDO�ILQGLQJ�ZDV�WKDW�D�KLJKHU�FKLOG�SRYHUW\�UDWH�UHIOHFWV�D�ORZHU�H[LW�UDWH IURP�SRYHUW\��DYHUDJH�SUREDELOLW\�WKDW�D�SRRU�FKLOG�ZLOO�OHDYH� SRYHUW\�� DQG�� WR� D� OHVVHU� H[WHQW�� D� KLJKHU� HQWU\� UDWH LQWR� SRYHUW\� �DYHUDJH�SUREDELOLW\� WKDW� D� QRQ�SRRU� FKLOG� ZLOO� HQWHU� SRYHUW\��� � 7KHVH� ILUVW� WZR� ILQGLQJV� DUH�LOOXVWUDWHG�IRU�IRXU�FRXQWULHV�LQ�7DEOH���
�� %��%UDGEXU\��6�3��-HQNLQV�DQG�-��0LFNOHZULJKW���������³&KLOG�3RYHUW\�'\QDPLFV�LQ�6HYHQ�1DWLRQV´�,QQRFHQWL�:RUNLQJ�3DSHU��1R������� 7KHLU�VWXG\�DPSO\�LOOXVWUDWHV�WKH�FRPSOH[LW\�RI�LWV�JHQUH���6HYHQ�YHU\�GLIIHUHQW�FRXQWULHV�DUH�VHOHFWHG��,UHODQG�� %ULWDLQ� DQG� WKH� 86�� 6SDLQ� DQG� *HUPDQ\�� 5XVVLD� DQG� +XQJDU\��� WKHUH� DUH� TXLWH� GLIIHUHQW�LQFRPH�GDWD�DYDLODEOH�IRU�HDFK��IRU�H[DPSOH��DQQXDO�JURVV�LQFRPH�RQO\�IRU�86��FXUUHQW�QHW�LQFRPH�IRU�%ULWDLQ���WKH�SDQHO�GDWD�FRYHU�WHQ�\HDUV�IRU�VRPH�FRXQWULHV��86�DQG�:HVW�*HUPDQ\�RQO\��DQG�RQO\�WZR�\HDUV�IRU�RWKHUV��LQFOXGLQJ�,UHODQG����)LQDOO\��WKH�GDWD�DUH�JHQHUDOO\�RQO\�XQWLO�WKH�PLG�����V���
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7DEOH�� /HYHOV�RI�&KLOG�3RYHUW\��(QWU\�DQG�([LW�5DWHV
&RXQWU\ &KLOG�SRYHUW\�UDWH��PLG�����V�������RI�PHGLDQ� ([LW�UDWH���� (QWU\�UDWH����
86 ���� ���� ���%ULWDLQ ���� ���� ���,UHODQG� ���� ���� ���*HUPDQ\ ��� ���� ���

6RXUFH��%UDGEXU\�HW�DO��������
7KH�7DEOH�IXUWKHU�VXJJHVWV�WKDW��GHVSLWH�D�ZLGHVSUHDG�LPSUHVVLRQ�WKDW�ODUJH�VZLQJV�LQ�LQGLYLGXDO�HFRQRPLF�IRUWXQHV�DUH�D�FKDUDFWHULVWLF�RI�WKH�86$�HFRQRP\��FKLOGUHQ�LQ�WKDW�FRXQWU\�WHQG�WR�H[SHULHQFH�VOLJKWO\� OHVV�PRELOLW\�LQWR�DQG�RXW�RI�SRYHUW\�WKDQ�GR�%ULWLVK�RU�*HUPDQ�FKLOGUHQ�� �%UDGEXU\�HW�DO� �������ZHQW� IXUWKHU� LQ� LQYHVWLJDWLQJ� WKLV�DQG� ZHUH� DEOH� WR� FRPSDUH� WKH� GHJUHHV� RI� LQFRPH� PRELOLW\� WR� ZKLFK� FKLOGUHQ� DUH�VXEMHFW� LQ�:HVW�*HUPDQ\�DQG� WKH�86�RYHU�D� WHQ�\HDU�SHULRG��DQG� LQ�%ULWDLQ�RYHU�D�ILYH�\HDU�SHULRG��� 7DEOH���SUHVHQWV�WKHLU�ILQGLQJV�LQ�WZR�ZD\V��
x 7KH� SHUFHQWDJH� RI� FKLOGUHQ� LQ� HDFK� FRXQWU\� DOZD\V LQ� WKH� ERWWRP� ILIWK� RI� WKH�LQFRPH� GLVWULEXWLRQ� DV� SURJUHVVLYHO\� ORQJHU� WLPH� SHULRGV� DUH� WDNHQ� LQWR�FRQVLGHUDWLRQ��WKLV�LV�DQ�LQGLFDWRU�RI�WKH�SHUVLVWHQFH�RI�LQFRPH�GLVDGYDQWDJH��DQG�RI� WKH� GLPLQLVKLQJ� OLNHOLKRRG� WKDW� FKLOGUHQ� HVFDSH� IURP� SRYHUW\� WKH� ORQJHU� WKH\�UHPDLQ�LQ�LW�
x 7KH�FXPXODWLYH�SHUFHQWDJH�RI�FKLOGUHQ�ZKR�KDYH�HYHU EHHQ�LQ�WKH�ERWWRP�ILIWK�RI�WKH�LQFRPH�GLVWULEXWLRQ�DV�SURJUHVVLYHO\�ORQJHU�WLPH�SHULRGV�DUH�FRQVLGHUHG��WKLV�LV� DQ� LQGLFDWRU� RI� KRZ� ZLGHVSUHDG� WKH� H[SHULHQFH� RI� LQFRPH� GLVDGYDQWDJH� LV�DPRQJ�KRXVHKROGV�ZLWK�FKLOGUHQ���,W�LV�DUJXHG�WKDW�LW�LV�DOVR�DQ�LQGLUHFW�LQGLFDWRU�RI�WKH�PHDVXUH�RI�SROLWLFDO�VXSSRUW�IRU�PHDVXUHV�WKDW�FRPEDW�SRYHUW\�
7KH�7DEOH�FRQILUPV�WKDW�WKHUH�GRHV�QRW DSSHDU�WR�EH�HYLGHQFH�IRU�WKH�JUHDWHU�VZLQJV�LQ� LQGLYLGXDOV¶�HFRQRPLF� IRUWXQHV�VXSSRVHG� WR�RFFXU� LQ� WKH�86$�� �7KH�86$��RQ�WKH�FRQWUDU\��KDG�ERWK�D�KLJKHU�UHWHQWLRQ�UDWH RI�FKLOGUHQ�LQ�WKH�ERWWRP�ILIWK�RI�WKH�LQFRPH�GLVWULEXWLRQ��DQG�D� ORZHU FXPXODWLYH�H[SRVXUH�RI�FKLOGUHQ� LQ�JHQHUDO� WR�EHLQJ� LQ� WKH�ERWWRP�ILIWK���+RZHYHU��LQ�SDUWLDO�H[SODQDWLRQ�RI�WKLV�ILQGLQJ��%UDGEXU\�HW�DO�PDNH�DQ�LPSRUWDQW�PHWKRGRORJLFDO�SRLQW���,W�FDQ�EH�LPSRUWDQW�WR�DSSUHFLDWH�KRZ��RWKHU�WKLQJV�EHLQJ�HTXDO��D�FRXQWU\��EHFDXVH LW�KDV�D�YHU\�XQHTXDO�GLVWULEXWLRQ�RI�LQFRPH��PD\��IRU�WKDW� UHDVRQ�� UHFRUG� OHVV� PRELOLW\� LQWR� DQG� RXW� RI� SRYHUW\�� � 7KLV� LV� EHFDXVH� ODUJHU�LQFRPH�FKDQJHV�DUH�QHHGHG�WR�PRYH�D�KRXVHKROG�XS�RU�GRZQ�WKH� ODGGHU�ZLWKLQ LWV�LQFRPH�GHFLOH�OHW�DORQH�LQWR�D�QHZ�GHFLOH��ZKLFK�LV�ZKHQ�WKH�FKDQJHV�LQ�LQFRPH�JHW�UHFRUGHG�DV�DQ�HQWU\�RU�H[LW���,Q�RWKHU�ZRUGV��WKH�OLNHOLKRRG�RI�DQ�HQWU\�WR��RU�H[LW�IURP��SRYHUW\�EHLQJ�UHFRUGHG�E\�WKH�VDPH�DEVROXWH�FKDQJH�LQ�LQFRPH�LV�GLUHFWO\�UHODWHG�WR�WKH�GHJUHH�RI� LQFRPH� LQHTXDOLW\�DW� WKH�VWDUW�� �7KH�VXUSULVLQJO\� ORZ� OHYHOV�RI�PRELOLW\�UHFRUGHG�LQ�WKH�86��WKHUHIRUH��DUH�TXLWH�FRPSDWLEOH�ZLWK�VWLOO� ODUJH�VZLQJV�LQ�LQFRPH�EHLQJ� H[SHULHQFHG� E\� $PHULFDQ� FKLOGUHQ� ,W� LV� MXVW� WKDW� ELJ� DEVROXWH� FKDQJHV� LQ�LQFRPH PD\� VWLOO�QRW�KDYH�EHHQ�VXIILFLHQW�WR�FKDQJH�86�FKLOGUHQ�LQWR�DQRWKHU� GHFLOH�

�� 1RWH�� LW� LV� HDVLHU� WR� PDNH� FURVV�FRXQWU\� FRPSDULVRQV� RQ� WKH� EDVLV� RI� 
ORZ� LQFRPH
� UDWKHU� WKDQ�
SRYHUW\
���2QH�FRXQWU\
V�SRYHUW\�OLQH�PD\�EH�TXLWH�GLIIHUHQW�WR�WKDW�RI�DQRWKHU��EXW�HYHU\�FRXQWU\�KDV�D�
ERWWRP�ILIWK
�WR�LWV�LQFRPH�GLVWULEXWLRQ�
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7DEOH�� /RZ�,QFRPH�3HUVLVWHQFH�RI�&KLOGUHQ��DQG�0LGGOH�&ODVV�(QWU\�WR�/RZ�,QFRPH��%ULWDLQ��:HVW�*HUPDQ\�DQG�86
�D��3HUFHQWDJH�RI�FKLOGUHQ�DOZD\V LQ�WKH�ERWWRP�ILIWK�RI�WKH�LQFRPH�GLVWULEXWLRQ�,Q��VW ZDYH ��RXW�RI���ZDYHV ��RXW�RI���ZDYHV ���RXW�RI����ZDYHV

%ULWDLQ ���� ���� ���:��*HUPDQ\ ���� ���� ��� ���86$ ���� ���� ��� ���
�E��3HUFHQWDJH�RI�FKLOGUHQ�HYHU�LQ�WKH�ERWWRP�ILIWK�RI�WKH�LQFRPH�GLVWULEXWLRQ,Q��VW ZDYH ��RXW�RI���ZDYHV ��RXW�RI���ZDYHV ���RXW�RI����ZDYHV

%ULWDLQ ���� ���� ����:��*HUPDQ\ ���� ���� ���� ����86$ ���� ���� ���� ����
6RXUFH��%UDGEXU\�HW�DO���������7DEOHV���DQG�����:HVW*HUPDQ�GDWD�DUH�RQ�WKH�EDVLV�RI�DQQXDO�QHW�LQFRPH��%ULWLVK�DQG�86�GDWD�RQ�WKH�EDVLV�RI�DQQXDO�JURVV�LQFRPH�
$UH� LQFRPH� G\QDPLFV� UHODWHG� WR� WKH� OHYHO� RI� SROLWLFDO� VXSSRUW� IRU� SURJUDPPHV� WR�UHGXFH�SRYHUW\"� �7KH�K\SRWKHVLV� LV� WKDW�� WKH�JUHDWHU�D�SRSXODWLRQ
V�H[SHULHQFH�DQG�SHUFHSWLRQ�RI�EHLQJ�H[SRVHG�WR�SRYHUW\��HVSHFLDOO\�RQ�WKH�SDUW�RI�LWV�PLGGOH�FODVV���WKH�ZLGHU� ZLOO� EH� WKH� SROLWLFDO� VXSSRUW� IRU� PHDVXUHV� WKDW� DOOHYLDWH� LW�� � ,Q� WKHLU� VWXG\��%UDGEXU\�HW�DO�SUR[\�WKLV�H[SHULHQFH�DQG�SHUFHSWLRQ�RI�ULVN�RQ�WKH�SDUW�RI�WKH�PLGGOH�FODVVHV� E\� LGHQWLI\LQJ� WKH� SHUFHQWDJH� RI� FKLOGUHQ� LQ� WKH�PLGGOH� ILIWK� RI� WKH� LQFRPH�GLVWULEXWLRQ�LQ�D�JLYHQ�\HDU�ZKR�DUH�IRXQG�LQ�WKH�ORZHVW�ILIWK�RI�WKH�LQFRPH�GLVWULEXWLRQ�ILYH�\HDUV�ODWHU���7KH\�ILQG�WKDW�VXFK�GRZQZDUG�LQFRPH�PRELOLW\�LV�FRQVLGHUDEO\�PRUH�OLNHO\� LQ�%ULWDLQ� WKDQ� LQ� WKH�86$��������RI�FKLOGUHQ� LQ�WKH�PLGGOH�ILIWK�RI�WKH�LQFRPH�GLVWULEXWLRQ�ZHUH�IRXQG�WR�EH�LQ�WKH�ERWWRP�ILIWK�ILYH�\HDUV�ODWHU�DV�DJDLQVW�RQO\������RI�86�
PLGGOH�FODVV
�FKLOGUHQ��� :KLOH�WKH�ILQGLQJ�LV�LQWHUHVWLQJ��LW�LV�KDUG�WR�GUDZ�WKH�ILUP�FRQFOXVLRQ�WKDW�± IRU�H[DPSOH�± 1HZ�/DERXU�LQ�%ULWDLQ�KDV�FRQVHTXHQWO\�IRXQG�LW�HDVLHU�WR�ZLQ�SXEOLF�VXSSRUW�IRU�RIILFLDO�PHDVXUHV�WR�UHGXFH�FKLOG�SRYHUW\�WKDQ�GLG�WKH�IRUPHU�&OLQWRQ�DGPLQLVWUDWLRQ�LQ�WKH�86$�
$�ILUPHU�FRQFOXVLRQ�LV�WKDW�WKHUH�VHHP�WR�EH�JURXQGV�IRU�SULRULWLVLQJ�PHDVXUHV�ZKLFK�VHHN�WR�LQFUHDVH�WKH�H[LW�UDWH�IURP�SRYHUW\�UDWKHU�WKDQ�WR�GLPLQLVK�WKH�HQWU\�UDWH�LQWR�LW�� �7KH�PDLQ� UHDVRQ� LV� WKDW� WKH�JDS�VHSDUDWLQJ�WKH�EHVW�DQG�WKH�ZRUVW�H[LW� UDWHV� LQ�QDWLRQDO� SHUIRUPDQFHV� LV� ZLGHU� WKDQ� WKDW� VHSDUDWLQJ� HQWU\� UDWHV� �DV� 7DEOH� ��LOOXVWUDWHV���VXJJHVWLQJ�WKDW�WKHUH�LV�PRUH�VFRSH�IRU�OHDUQLQJ�IURP�EHVW�SUDFWLFH�LQ�WKLV�DUHD�� � 7KH� (8� HYLGHQFH�� DOUHDG\� UHYLHZHG�� WKDW� FKLOGUHQ� KDYH� SDUWLFXODUO\� ORQJ�SRYHUW\�GXUDWLRQV�UHLQIRUFHV�WKLV�FDVH�
7KH�WKLUG�DQG�ILQDO�VWXG\�SURYLGLQJ�GLUHFW�OLJKW�RQ�WKH�G\QDPLFV�RI�FKLOG�SRYHUW\�ZKLFK�LV� GUDZQ� RQ� IRU� WKLV� FKDSWHU� LV� D� SDUWLFXODUO\� FRPSUHKHQVLYH� DQG� DPELWLRXV� XVH� RI�SDQHO�GDWD� IURP�D�UHVWULFWHG�JURXS�RI� WKUHH�FRXQWULHV��� 7KH�UHVHDUFKHUV�VHW�RXW�WR�H[SORLW� WKH�RSSRUWXQLW\�SURYLGHG�E\�WKH�DYDLODELOLW\�RI�WHQ�\HDU�SDQHO�GDWD�VHWV�LQ�WKH�86���:HVW�*HUPDQ\��DQG�WKH��1HWKHUODQGV���7KHVH��WKUHH��FRXQWULHV�DUH��D�SDUWLFXODUO\�LQWHUHVWLQJ� VXEVHW�EHFDXVH�WKH\�FDQ�EH�FRQVLGHUHG� UHSUHVHQWDWLYHV�RI�WKUHH�GLIIHUHQW
�� 6HH�WKHLU�7DEOH����� 5�� (�� *RRGLQ�� %�� +HDGH\�� 5��0XIIHOV� DQG� +HQN�-DQ� 'LUYHQ� ��������7KH� 5HDO�:RUOGV� RI�:HOIDUH�&DSLWDOLVP� &DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV�
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W\SHV� RI� ZHOIDUH� VWDWH� � WKH� OLEHUDO�� WKH� FRUSRUDWLVW�� DQG� WKH� VRFLDO� GHPRFUDWLF�UHVSHFWLYHO\��� 7KH�VWXG\� LV�QRW�FHQWUDOO\�FRQFHUQHG�ZLWK�FKLOG�SRYHUW\�EXW�FRQWDLQV�KLJKO\�VXJJHVWLYH�ILQGLQJV�DERXW� WKH�W\SH�RI�ZHOIDUH�VWDWH ZLWKLQ�ZKLFK�FKLOGUHQ�IDUH�EHVW���7DEOH���SUHVHQWV�VRPH�RI�WKHLU�PRVW�VWULNLQJ�ILQGLQJV�FRQFHUQLQJ�WKH�G\QDPLFV�RI�FKLOG�SRYHUW\���&KLOG�SRYHUW\�UDWHV�KDYH�EHHQ�PHDVXUHG�RQ�WKH�EDVLV�RI�KRXVHKROG�LQFRPH�DJJUHJDWHG�RYHU�GLIIHUHQW�OHQJWKV�RI�WLPH�� RYHU�D�WZHOYH�PRQWK�SHULRG��L�H���DQQXDO� LQFRPH�� WKH� FRQYHQWLRQDO�PHWKRG��� RYHU� D� FRQWLQXRXV� ILYH�\HDU� SHULRG�� DQG�RYHU�D�FRQWLQXRXV�WHQ�\HDU�SHULRG���0DUNHW LQFRPH��L�H���SUH�WD[HV�DQG�WUDQVIHUV��DQG�GLVSRVDEOH LQFRPH��SRVW�WD[HV�DQG�WUDQVIHUV��ZHUH�DOVR�GLVWLQJXLVKHG�DQG��WKXV��WKH�VRXUFHV�RI�LQFRPH�FKDQJHV�RYHU�WLPH�ZHUH�DOVR�LGHQWLILHG��7KLV�VWXG\�FRQILUPV�WKDW��LQ�WKH�86$��PDUNHW�VXFFHVV�UDWKHU�WKDQ�JRYHUQPHQW�VXSSRUW�LV�ODUJHO\�WKH�RQO\�FXUH�IRU�FKLOGKRRG�SRYHUW\���2YHU�WKH�WHQ�\HDU�SHULRG��VRPH�����RI�WKH�FKLOGUHQ�ZKR�VWDUWHG�SRRU�LQ������HVFDSHG�IURP�SRYHUW\�WKDQNV�WR�WKH�HYROXWLRQ�LQ�
7DEOH��� 7KH�3URSRUWLRQ�RI�&KLOGUHQ�DJHG����DQG�8QGHU�/LYLQJ�LQ�+RXVHKROGV�ZLWK�D�7RWDO�(TXLYDOHQW�,QFRPH�RI�/HVV�WKDQ����3HU�&HQW�RI�0HGLDQ�(TXLYDOHQW�,QFRPH

&RXQWU\ ,QFRPH�DJJUHJDWHG�RYHU«� 3HU�FHQW�FKLOGUHQ�SRRU�EHIRUH WD[HV�DQG�WUDQVIHUV
3HU�FHQW�FKLOGUHQ�SRRU�DIWHU WD[HV�DQG�WUDQVIHUV

&RQWLQXRXV����PRQWKV��L�H���DQQXDO�LQFRPH�������� ���� ����
&RQWLQXRXV���\HDU�SHULRG���������� ���� ����

86$
&RQWLQXRXV����\HDU�SHULRG���������� ���� ����
&RQWLQXRXV����PRQWKV��L�H���DQQXDO�LQFRPH�������� ���� ���
&RQWLQXRXV���\HDU�SHULRG���������� ��� ���

*HUPDQ\
&RQWLQXRXV����\HDU�SHULRG���������� ��� ���
&RQWLQXRXV����PRQWKV��L�H���DQQXDO�LQFRPH�������� ���� ���
&RQWLQXRXV���\HDU�SHULRG���������� ��� ���

1HWKHUODQGV
&RQWLQXRXV����\HDU�SHULRG���������� ��� ���
6RXUFH���*RRGLQ�HW�DO��������$SSHQGL[�$���7DEOH�3RY��(��

1RWH�� WKH�VLQJOH�\HDUV� LQ�HDFK�FDVH�± ����� IRU� WKH�86$��DQG����� IRU� WKH�1HWKHUODQGV�± DUH�FKRVHQ�EHFDXVH� WKH\�DUH�PLG�\HDUV� LQ� WKH�ILUVW� ILYH�\HDU�SHULRG�RYHU�ZKLFK�GDWD�ZHUH�DJJUHJDWHG�� �7KH\�DOVR�FRUUHVSRQG�WR�DQ�HFRQRPLF�XSVZLQJ�LQ�HDFK�FRXQWU\�

�� :KDW� FKDUDFWHULVHV� WKHVH� GLIIHUHQW� ZHOIDUH� VWDWH� PRGHOV� FDQ� EH� H[SUHVVHG� DV� IROORZV�� 7KH� VRFLDO�GHPRFUDWLF�ZHOIDUH� UHJLPH� HPSKDVLVHV� DQ�HTXDOLW\�EDVHG�RQ�FLWL]HQVKLS�� DQ�HTXDOLW\� WR�EH IRVWHUHG� LQ�SUH�JRYHUQPHQW� DV� PXFK� DV� LQ� SRVW�JRYHUQPHQW� LQFRPHV�� WKH� FRUSRUDWLVW� ZHOIDUH� UHJLPH� HPSKDVLVHV�VRFLDO� FRKHVLRQ�� DQG� VHHNV� WR� EXLOG� RQ� WKH� PXWXDO� DVVRFLDWLRQ� RI� SHRSOH� ZLWKLQ� JURXSV� DQG� DFURVV�JURXSV�� WKH� QHR�OLEHUDO� ZHOIDUH� UHJLPH� HPSKDVLVHV� UHVSHFW� IRU� PDUNHW� IRUFHV� DQG� WKH� DOOHYLDWLRQ� RI�SRYHUW\�WKURXJK�WDUJHWLQJ�DQG�WKH�PLQLPDOLVDWLRQ�RI�ZHOIDUH�GHSHQGHQF\������
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WKHLU�KRXVHKROG
V�PDUNHW�LQFRPH��WKH�IDOO�IURP�������WR�������ZKHQ�PDUNHW�LQFRPH�LV�DJJUHJDWHG�RYHU� WKH� WHQ�\HDUV�UDWKHU� WKDQ� MXVW� LQ� WKH�VWDUWLQJ�\HDU���3UHVXPDEO\��FRUUHFWLQJ�PHFKDQLVPV� FDPH� LQWR� SOD\��ZKLFK� SRVLWLRQHG� WKHLU� KRXVHKROGV� WR� FRSH�EHWWHU�ZLWK�WKH�PDUNHW�� VXFK�DV�D�SDUHQW�ILQGLQJ�D�MRE��D�SDUHQW�JHWWLQJ�D�EHWWHU�MRE��D�KRXVHKROG�UHFRQVWLWXWLQJ�DURXQG�WZR�SDUHQWV��HWF���7KH�UHVXOW�ZDV�WKDW�PRUH�WKDQ�RQH�LQ�IRXU�RI�$PHULFD
V�SRRU�FKLOGUHQ�ZHUH�UHVFXHG�IURP�SRYHUW\�E\�WKHVH�PHDQV�
%\� FRQWUDVW�� JRYHUQPHQW� LQWHUYHQWLRQ� WKURXJK� WD[HV� DQG� WUDQVIHUV� PDGH� RQO\� D�PDUJLQDO�FRQWULEXWLRQ���:KHQ�WD[HV�DQG�WUDQVIHU�LQFRPH�DUH�LQFOXGHG��RQO\����RI�WKH�FKLOGUHQ�OHIW�SRRU�E\�PDUNHW�IRUFHV�RYHU�WKH�WHQ�\HDU�SHULRG�ZHUH�UDLVHG�RXW�RI�SRYHUW\�E\�JRYHUQPHQW�DFWLRQ��WKH�����RI�D�SHUFHQWDJH�SRLQW�UHGXFWLRQ�IURP������SHU�FHQW�RI�FKLOGUHQ� LQ� FRQVWDQW� SRYHUW\� RQ D� SUH�WD[�WUDQVIHU� EDVLV� DQG� WKH� ������ SRRU� DIWHU�WD[HV�WUDQVIHUV����
7KH�H[SHULHQFH�RI�*HUPDQ�FKLOGUHQ�ZDV�YHU\�GLIIHUHQW���2YHU�WKH�WHQ�\HDU�SHULRG��MXVW�����RI�FKLOGUHQ�HVFDSHG�SRYHUW\�WKDQNV�WR�LPSURYHPHQWV�LQ�WKH�PDUNHW�LQFRPH�EHLQJ�JHQHUDWHG�E\�WKH�DGXOW�PHPEHUV�RI�WKHLU�KRXVHKROGV��WKH�GURS�IURP�������WR���������+RZHYHU��WKH�WD[�WUDQVIHU�DFWLYLWLHV�RI�WKH�SXEOLF�DXWKRULWLHV�VHUYHG�WR�UHGXFH�E\�VRPH����� �WKH� GURS� IURP� ����� WR� ������ WKH� QXPEHU� RI� FKLOGUHQ� OHIW� LQ� SRYHUW\� E\� WKH�RSHUDWLRQ�RI�PDUNHW�IRUFHV��
,W� LV� IRU� WKH� OLJKW� WKLV� VWXG\� WKURZV� RQ� WKH� 1HWKHUODQGV�� KRZHYHU�� WKDW� LW� LV� PRVW�UHPDUNDEOH��+HUH�ZDV� D� VWDWH� WKDW� LQWHUYHQHG� SURPSWO\� DQG� YLJRURXVO\� WR� DOWHU� WKH�GLVWULEXWLRQ� RI� PDUNHW� LQFRPH�� � ,Q� ������ IRU� H[DPSOH�� ���� RI� WKH� FKLOGUHQ� OHIW� LQ�SRYHUW\� RQ� WKH� EDVLV� RI� WKHLU� KRXVHKROG
V� PDUNHW� LQFRPH� ZHUH� OLIWHG� RXW� RI� LW� E\�JRYHUQPHQW�WD[HV�DQG�WUDQVIHUV��FKLOG�SRYHUW\�GURSSHG�IURP�������WR���������6WDWH�SROLF\��WKHUHIRUH��IDU�IURP�ZDLWLQJ�IRU�
PDUNHW�GLVFLSOLQH
�WR�FXUH�FKLOGKRRG�SRYHUW\��RU�DQ\� SRYHUW\� LQ� IDFW��� DFWHG� YLJRURXVO\� WR� FRPSHQVDWH� IRU� KRXVHKROGV¶� SRRU�DFKLHYHPHQWV� LQ� WKH� PDUNHW� HFRQRP\�� � +RZHYHU�� WKH� VWXG\� LV� HYLGHQFH� WKDW� WKLV�HQHUJHWLF� UHVSRQVH� E\� WKH� 'XWFK� DXWKRULWLHV� WR� SRYHUW\� LQ� WKH� VKRUW� WHUP� GLG� QRW�ZHDNHQ� RWKHU� FRUUHFWLQJ� PHFKDQLVPV� WKDW� VWUHQJWKHQ� WKH� PDUNHW� SRVLWLRQ� RI� SRRU�KRXVHKROGV� LQ� WKH� ORQJ� WHUP�� � 2Q� WKH� FRQWUDU\�� SRRU� KRXVHKROGV� ZLWK� FKLOGUHQ�LPSURYHG� WKHLU� SRVLWLRQ� RYHU� WLPH� LQ� WKH�PDUNHW�HFRQRP\�FRQVLGHUDEO\�PRUH� LQ� WKH�1HWKHUODQGV� WKDQ� LQ� WKH�86�� �6RPH�����RI� WKH�FKLOGUHQ� MXGJHG� WR�EH�SRRU�RQ� WKH�EDVLV�RI� WKH�PDUNHW� LQFRPH�RI� WKHLU�KRXVHKROGV� LQ������ZHUH� IRXQG� WR�EH�QRW�SRRU�ZKHQ� WKH�PDUNHW� LQFRPH�RI� WKHLU�KRXVHKROGV�ZDV�DJJUHJDWHG�DQG�UHYLHZHG�RYHU�D�WHQ�\HDU�SHULRG��
7KHUH�DUH�WZR�PDMRU�LPSOLFDWLRQV�RI�WKLV�VWXG\�IRU�WKH�GHVLJQ�RI�VWUDWHJLHV�DQG�SROLFLHV�WR�HUDGLFDWH�FKLOG�SRYHUW\���,Q�WKH�ILUVW�SODFH��LWV�ILQGLQJV�FRQVWLWXWH�D�VWURQJ�UHMHFWLRQ�RI� WKH� YLHZ� WKDW� SRYHUW\�� LI� DOORZHG� WR�SHUVLVW�� VSXUV� 
PDUNHW�GLVFLSOLQH
� DQG�JUHDWHU�VHOI�UHOLDQFH�VXFK� WKDW�� RYHU� WLPH� PRUH�SRRU�KRXVHKROGV�H[LW� SRYHUW\� WKURXJK� WKHLU�RZQ� PHDQV�� � 7KH� FRUROODU\� RI� WKLV� LV� WKDW� LW� SURYLGHV� QR� HYLGHQFH� WKDW� 
ZHOIDUH�GHSHQGHQF\
�ZHDNHQV�WKH�DELOLW\�RI�KRXVHKROGV�WR� LPSURYH�WKHLU�PDUNHW�HDUQLQJV� LQ�WKH�ORQJ�UXQ���2Q�WKH�FRQWUDU\��WKH�FRXQWU\�WKDW�PRVW�
ORRNHG�DIWHU
�SRRU�SHRSOH�WXUQV�RXW�WR�EH�WKH�RQH�ZKHUH�SRRU�SHRSOH�ZHUH�PRVW�DEOH�WR�
ORRN�DIWHU
�WKHPVHOYHV�LQ�WKH�ORQJ�UXQ���
6HFRQGO\��WKH�VWXG\�SURYLGHV�H[FHSWLRQDO�HYLGHQFH�WKDW�JRYHUQPHQW�DFWLRQ�PDNHV�D�GLIIHUHQFH�DQG�LV�D�VWURQJ�HQGRUVHPHQW�RI�WKH�VRFLDO�GHPRFUDWLF�ZHOIDUH�UHJLPH�RYHU�LWV�FRUSRUDWLVW�DQG�OLEHUDO�ULYDOV���'XWFK�SROLFLHV�XS�WR�WKH�PLG�����V�DUH�VHHQ�WR�KDYH�OHIW�IHZHU�SHRSOH�LQ�SRYHUW\�HDFK�\HDU��DQG�WR�KDYH�PDGH�FRQWLQXLQJ�LQ�SRYHUW\�OHVV�OLNHO\�IRU�WKRVH�ZKR�GLG�H[SHULHQFH�LW��WKDQ�*HUPDQ�RU�86�SROLFLHV�
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��� 5HDVRQV�IRU�&KLOGUHQ¶V�,QFRPHV�&RPLQJ�XQGHU�7KUHDW
:KHQ� ,UHODQG� ILJXUHG� LQ� WKH� FURVV�FRXQWU\� VWXGLHV� UHYLHZHG� LQ� WKLV� FKDSWHU�� LW�HPHUJHG� WKDW� LWV� UHODWLYHO\� KLJK� OHYHO� RI� FKLOG� SRYHUW\� ZDV� WKH� QHW� RXWFRPH� RI� WZR�RSSRVLQJ�IDFWRUV�
x DQ� XQGHUO\LQJ� GLVWULEXWLRQ� RI� PDUNHW� LQFRPH� WKDW� ZDV� SDUWLFXODUO\� XQNLQG� WR�FKLOGUHQ�
x D� WD[� DQG� WUDQVIHU� V\VWHP� WKDW� ZDV� SDUWLFXODUO\� DFWLYH� LQ� UHGLVWULEXWLQJ� LQFRPH��7DEOH����
7KH�H[FHSWLRQDOO\�ZHDN�DWWDFKPHQW�WR�WKH�PDUNHW�HFRQRP\�RI�PDQ\�KRXVHKROGV�ZLWK�FKLOGUHQ� LQ� ,UHODQG� ZDV�� SHUKDSV�� QRW� VR� VXUSULVLQJ� LQ� ������ JLYHQ� WKH� PDMRU�XQHPSOR\PHQW�FULVLV�RI�WKH�WLPH���+RZHYHU��WKH�VLWXDWLRQ�KDG�IXUWKHU�GHWHULRUDWHG�E\������� DQ� H[SHULHQFH� FRPPRQ� WR� DOO� WKH� FRXQWULHV� VWXGLHG� �7DEOH� ���� � ,W� LV� XVHIXO��WKHUHIRUH��WR�LGHQWLI\�DQG�QDPH�WKH�SULQFLSDO�IDFWRUV�ZKLFK�DUH�FRQVLGHUHG�WR�EH�DFWLYH�DFURVV� WKH� DGYDQFHG� LQGXVWULDOLVHG�ZRUOG� LQ� FDXVLQJ� D� JURZLQJ� WKUHDW� WR� FKLOGUHQ¶V�LQFRPHV�>6HH�.DPHUPDQ�DQG�.DKQ��������$WNLQVRQ��������%UDGVKDZ������@���
x 7KH� JUHDWHU� HPSOR\PHQW� GLIILFXOWLHV� RI� VSHFLILF� JURXSV� RI� ZRUNHUV��8QHPSOR\PHQW��ZLWKGUDZDO�IURP�WKH�ODERXU�PDUNHW�E\�PHQ��ORZ�SD\��DQG�WKH�ODFN�RI�DIIRUGDEOH�FKLOG�FDUH�DUH�LVVXHV�IURP�ZKLFK�QRW�QHJOLJLEOH�QXPEHUV�RI�FKLOGUHQ�DUH�VXIIHULQJ�LQ�VRPH�FRXQWULHV�
x 7KH�VKULQNLQJ�VL]H�RI�WKH�SXEOLF�VHFWRU�LQ�WKH�HFRQRP\�:KLOH� LW� LV� WKH� JHQHURVLW\� RI� D� FRXQWU\
V� VXSSRUW� SDFNDJH� WR� KRXVHKROGV� ZLWK�FKLOGUHQ� �WD[� UHGXFWLRQV�� WUDQVIHUV�� EHQHILWV�LQ�NLQG�� HWF��� ZKLFK� PRVW� H[SODLQV�GLIIHUHQFHV�LQ�FKLOG�SRYHUW\�UDWHV�DFURVV ULFK�FRXQWULHV��LW� LV�WKH�RYHUDOO�ZHLJKW�RI�SXEOLF� VRFLDO� H[SHQGLWXUH� LQ� *13� ZKLFK� H[SODLQV� WKH� OHYHO� RI� WKDW� JHQHURVLW\�>$WNLQVRQ������@�
x 7KH�JURZLQJ�LQFLGHQFH�RI�FKLOGOHVV�KRXVHKROGV�LQ�VRFLHWLHV�,Q�VRPH�FRXQWULHV�D�³VWUXFWXUDO�LQFRQVLGHUDWHQHVV´�KDV EHHQ�GLDJQRVHG��PHDQLQJ�WKDW� WKH� LQWHUHVWV� RI� KRXVHKROGV� ZLWK� FKLOGUHQ� ZHUH� QRW� VXIILFLHQWO\� GHIHQGHG��FRPSDUHG�� IRU� H[DPSOH�� WR� WKH� LQWHUHVWV� RI� WKH� HOGHUO\� RU� RI� WKH�KHDOWK� VHFWRU��ZKHQ�LW�FDPH�WR�LPSOHPHQWLQJ�ILVFDO�FXWEDFNV�
x 7KH�LQVWDELOLW\�RI�IDPLO\ UHODWLRQVKLSV�(YHQ� LI� LW� LV�DFFHSWHG�WKDW�SXEOLF�SROLF\�LV�SRZHUOHVV�RU�XQZDUUDQWHG��RU�ERWK�� LQ�VHHNLQJ�WR�LQIOXHQFH�WKH�SDUWQHUVKLS�DUUDQJHPHQWV�EHWZHHQ�DGXOWV��LW�LV�FOHDU�WKDW�ORQH�SDUHQWLQJ�DQG�WKH�PRUH�IUHTXHQW�EUHDN�XS�RI�SDUHQWV
�UHODWLRQVKLSV�ZLWK�HDFK�RWKHU�EULQJ�PDMRU�WKUHDWV�WR�WKH�OHYHO�RI�KRXVHKROG�LQFRPH�
:KLOH�WKHVH�IRXU�IDFWRUV�OLH�EHKLQG�PXFK�RI�WKH�GHWHULRUDWLRQ�LQ�WKH�LQFRPH�SRVLWLRQ�RI�FKLOGUHQ�LQ�ULFK�FRXQWULHV��WKLV�VHFWLRQ�KDV�DOVR�PDGH�FOHDU�WKDW�SXEOLF�SROLF\�LQ�VRPH�FRXQWULHV� ZDV� PRUH� WKDQ� FRXQWHULQJ� WKHLU� LQIOXHQFH� XS� WR� WKH� PLG�����V�� DQG�VLQJXODUO\�IDLOLQJ�WR�GR�VR�LQ�RWKHUV�
�� (DFK�RI�WKHVH�IDFWRUV�LV�H[SORUHG�IXUWKHU�LQ�&KDSWHU�7KUHH�
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��� 'LIIHUHQW� 5HWXUQV� WR� 'LIIHUHQW� /HYHOV� RI� ,QFRPH� 6XSSRUW� IRU�&KLOGUHQ$�ILQDO�VWHS�LQ�WKLV�RYHUYLHZ�RI�WKH�OHYHOV�DQG�WUHQGV�LQ�FKLOG�SRYHUW\�UDWHV�ZLWKLQ�ULFK�FRXQWULHV� LV� WR� IRUP�VRPH� LGHD�RI� WKH�GLIIHUHQW�VFDOHV�RI� UHVRXUFHV�ZKLFK�FRXQWULHV�DUH� GHYRWLQJ� WR� WDFNOLQJ� LW�� DQG� WKH� GLIIHUHQW� VWUDWHJLHV� WKH\� DUH� HPSOR\LQJ� WR� XVH�WKHP���7DEOH����GRHV�WKLV�E\�VHOHFWLQJ�WKUHH�SDLUV�RI�FRXQWULHV��ZLWK�D�UHSUHVHQWDWLYH�IURP�WKH�(QJOLVK�VSHDNLQJ�JURXS�DQG�WKH�QRUWKHUQ�(8�JURXS�LQ�HDFK�JURXS�
7DEOH��� 7KH�8VH�RI�7D[HV�DQG�7UDQVIHUV�WR�5HGXFH�&KLOG�3RYHUW\

&RXQWU\ µ(IIHFWLYHQHVV¶�� µ(IIRUW¶�� 3RYHUW\�(PSKDVLV�� &KLOG�HPSKDVLV�� µ(IILFLHQF\¶��
��� ��� ��� ��� ���

�D��KLJK$XVWUDOLD ���� ���� ���� ���� ���6ZHGHQ ���� ���� ��� ���� ���
�E��PHGLXP8QLWHG�.LQJGRP ���� ���� ���� ���� ���

)LQODQG ���� ���� ��� ���� ���
�F� ORZ8QLWHG�6WDWHV ��� ��� ���� ���� ���1HWKHUODQGV ��� ���� ���� ���� ���

6RXUFH��DGDSWHG�IURP�2[OH\�HW�DO���������7DEOH�������1RWHV�����$FWXDO�UHGXFWLRQ�LQ�FKLOG�SRYHUW\�UDWH��SHUFHQWDJH�SRLQWV��DFKLHYHG�E\��������)URP�FROXPQ����7DEOH�������3HUFHQW�RI�DYHUDJH�GLVSRVDEOH�LQFRPH��RI�KRXVHKROGV�ZLWK�FKLOGUHQ��DFFRXQWHG�IRU�E\�WUDQVIHUV���� 3HUFHQW� RI� 
GLUHFW
� FKLOG�UHODWHG� WUDQVIHUV� JRLQJ� WR� WKH� SRRUHVW� KRXVHKROGV� �ERWWRP� GHFLOH�� TXLQWLOH� LQ� 86��� WH[W�IRRWQRWH��������3HUFHQW�RI�WRWDO�WUDQVIHUV��WR�KRXVHKROGV�ZLWK�FKLOGUHQ��DFFRXQWHG�IRU�E\�
GLUHFW
�FK LOG�UHODWHG�WUDQVIHUV���� 
(IIHFWLYHQHVV
�GLYLGHG�E\� 
HIIRUW
� � WKXV��WKH�IUDFWLRQ�RI�D�SHUFHQWDJH�SRLQW�UHGXFWLRQ�LQ�FKLOG�SRYHUW\�DFKLHYHG�IRU�HDFK� SHUFHQWDJH� SRLQW� RI� FKLOGUHQ
V� KRXVHKROG� LQFRPHV� DFFRXQWHG� IRU� E\� WUDQVIHUV� :KHQ� WKH� PHDVXUH� RI�
HIIHFWLYHQHVV
� LV� GLYLGHG� E\� WKH� PHDVXUH� RI� 
HIIRUW
�� DQG� PXOWLSOLHG� E\� ����� WKH� RXWFRPH� UHSUHVHQWV� WKH� GURS� LQ�SHUFHQWDJH�SRLQWV� LQ�WKH�FKLOG�SRYHUW\�UDWH�DVVRFLDWHG�ZLWK�HDFK�RQH�SHUFHQWDJH�SRLQW�RI�WKH�GLVSRVDEOH�LQFRPH�RI�KRXVHKROGV�ZLWK�FKLOGUHQ�WKDW�LV�DFFRXQWHG�IRU�E\�WUDQVIHUV���7KLV�FDQ�EH�WDNHQ�DV�D�PHDVXUH�RI�WKH�
HIILFLHQF\
�RI�D�FRXQWU\
V� WD[�WUDQVIHU� V\VWHP� LQ� WDFNOLQJ� FKLOG�SRYHUW\�� � ,W� WHOOV� XV� WKH� UHWXUQ�D� FRXQWU\� LV�JHWWLQJ�� LQ� WHUPV�RI�FKLOG�SRYHUW\� UHGXFWLRQ�� IRU� WKH�FRQWULEXWLRQ� LW� LV�PDNLQJ� WR WKH�GLVSRVDEOH� LQFRPHV�RI�KRXVHKROGV�ZLWK�FKLOGUHQ�� �7KLV� LV�WHUPHG�WKH�
HIILFLHQF\
�RI�WKH�FRXQWU\
V�WD[�DQG�WUDQVIHU�V\VWHP�LQ�UHGXFLQJ�FKLOG�SRYHUW\�
$XVWUDOLD� DQG� 6ZHGHQ� KDG� D� KLJK� HIIHFWLYHQHVV� EHWZHHQ� WKH�PLG�����V� DQG�PLG�����V�LQ�WKDW�WKH�WD[�WUDQVIHU�V\VWHP�RI�HDFK�FRXQWU\�OLIWHG�����RI�DOO�FKLOGUHQ�RXW�RI�SRYHUW\� �FROXPQ� ���� � +RZHYHU�� 6ZHGHQ�PDGH� WZLFH� WKH� 
HIIRUW
� LQ� WKDW� ���� RI� WKH�DYHUDJH�GLVSRVDEOH�LQFRPH�RI�KRXVHKROGV�ZLWK�FKLOGUHQ�ZDV�DFFRXQWHG�IRU�E\�
GLUHFW
�FKLOG�UHODWHG�WUDQVIHUV�DV�DJDLQVW�MXVW�RYHU�����LQ�$XVWUDOLD��FROXPQ������ 7KH�UHDVRQ�ZK\�$XVWUDOLD�GLG�DV�ZHOO�ZLWK�OHVV�UHVRXUFHV�LV�WKDW�LW�WDUJHWHG�LWV�UHVRXUFHV�PRUH�RQ�KRXVHKROGV�ZLWK� WKH� ORZHVW� LQFRPHV� � WKH�ERWWRP�GHFLOH�RI�KRXVHKROGV� LQ�$XVWUDOLD�UHFHLYHG�RYHU�����RI�GLUHFWO\�FKLOG�UHODWHG�WUDQVIHUV�DV�DJDLQVW����LQ�6ZHGHQ�
7KH�8QLWHG�.LQJGRP�DQG�)LQODQG�DUH�DOLNH�LQ�KDYLQJ�PHGLXP�HIIHFWLYHQHVV�LQ�OLIWLQJ�FKLOGUHQ RXW�RI�SRYHUW\���7KLV�WLPH��WKH� 8.�ERWK�WDUJHWV�ORZ�LQFRPH�KRXVHKROGV�PRUH�
�� 
'LUHFW
�UHIHUV�WR�FKLOG�DQG�IDPLO\�EHQHILWV�SOXV�RWKHU�LQFRPH�WUDQVIHUV�GLUHFWHG�WR�ORQH�SDUHQWV�ZKLFK�DUH�RQO\� UHFHLYHG�E\�KRXVHKROGV�ZLWK�FKLOGUHQ��7UDQVIHUV� UHFHLYHG�RQ� WKH�EDVLV�RI� WKH�HPSOR\PHQW�RU�KHDOWK�VWDWXV�RI�WKH�SDUHQWV��H�J��FKLOG�UHODWHG�VXSSOHPHQWV�WR�XQHPSOR\PHQW�DQG�GLVDELOLW\�EHQHILWV��DUH�
LQGLUHFW
��DV�DUH�KRXVLQJ�EHQHILWV�DQG�VRFLDO�DVVLVWDQFH�
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DQG PDNHV�WKH�ELJJHU�
HIIRUW
�EXW�)LQODQG
V�SDUWLFXODUO\�VWURQJ�FKLOG�HPSKDVLV��SHUFHQW�RI� WRWDO� WUDQVIHUV� JRLQJ� WR� KRXVHKROGV�ZLWK� FKLOGUHQ� WKDW� DUH� GLUHFWO\� UHODWHG� WR� WKH�SUHVHQFH�RI�WKRVH�FKLOGUHQ�± FROXPQ����FRPSHQVDWHV�IRU�LWV�ORZHU�OHYHO�RI�
HIIRUW
�DQG�PXFK�ORZHU�GHJUHH�RI�WDUJHWLQJ�
7KH�8QLWHG�6WDWHV�DQG� WKH�1HWKHUODQGV�DUH�DOLNH� LQ�KDYLQJ�KDG�D� ORZ�HIIHFWLYHQHVV�RYHU�WKH�GHFDGH�LQ�TXHVWLRQ���7KH�86$
V�UHODWLYHO\�JRRG�VKRZLQJ�IRU�D�SDUWLFXODUO\�ORZ�OHYHO�RI� 
HIIRUW
� LV�EHFDXVH� LW� FRQFHQWUDWHV� UHVRXUFHV�VWURQJO\�RQ� WKH� ORZHVW� LQFRPH�KRXVHKROGV��LQ�WKLV�FDVH�WKH�ERWWRP�TXLQWLOH��
7KH� WKUHH� SDLUV� RI� FRXQWULHV� DUH� FKRVHQ� WR� LOOXVWUDWH� WKH� SULQFLSDO� GLVWLQFWLRQ� LQ� WKH�DSSURDFKHV�WR�WDFNOLQJ�FKLOG�SRYHUW\�ZLWKLQ�ULFK�FRXQWULHV��(QJOLVK�VSHDNLQJ�FRXQWULHV�WDUJHW� UHVRXUFHV� RQ� FKLOGUHQ� LQ� ORZ�LQFRPH KRXVHKROGV�� FRQWLQHQWDO� (XURSHDQ�FRXQWULHV�WHQG�WR�JLYH�WUDQVIHUV�WR�DOO KRXVHKROGV�ZLWK�FKLOGUHQ�DQG�QRW�MXVW�WKRVH�LQ�ORZ�LQFRPH�KRXVHKROGV�� �7KH� ILUVW�VHW�RI�FRXQWULHV� WHQG� WR�EH�WKH�PRUH� 
HIILFLHQW
� LQ�XVLQJ�UHVRXUFHV�WR�UDLVH�FKLOGUHQ�RXW RI�SRYHUW\���7KH\�DUH�DOVR�FKDUDFWHULVHG��DV�D�JURXS�� E\� KLJK� FKLOG� SRYHUW\� UDWHV� DQG� D� IDLOXUH� WR� GHYRWH� VXIILFLHQW� UHVRXUFHV� WR�WDFNOLQJ� WKHP�� HYHQ� WKRXJK� LW� FDQ� EH� DUJXHG� WKDW� DQ� LQFUHDVH� LQ� UHVRXUFHV�ZRXOG�EULQJ�WKHP�D�SDUWLFXODUO\�JRRG� 
UHWXUQ
� LQ�UHGXFLQJ�FKLOG�SRYHUW\���7KH�VHFRQG�VHW�RI�FRXQWULHV� DUH� QRW� SDUWLFXODUO\� HIILFLHQW� LQ� WKHLU� XVH� RI� UHVRXUFHV� LQ� WKH� OLJKW� RI� WKH�REMHFWLYH�RI�FRPEDWLQJ�FKLOG�SRYHUW\� �UDWKHU� WKDQ�RI�DVVLVWLQJ�SDUHQWLQJ��� �+RZHYHU��WKRXJK�PRUH�UHVRXUFHV�JR�WR�QRQ�SRRU�FKLOGUHQ�IRU�HDFK�UHVRXUFH�XQLW�JRLQJ�WR�SRRU�FKLOGUHQ� �WKH� GHILQLWLRQ� RI� 
LQHIILFLHQF\
��� ODUJHU� YROXPHV� RI� UHVRXUFHV� WHQG� WR� EH�IRUWKFRPLQJ�LQ�WKHVH�FRXQWULHV��VRPH�ZRXOG�DUJXH�DV�D�FRQVHTXHQFH�RI�WKH�H[WHQW�WR�ZKLFK� WKH� QRQ�SRRU� DOVR� EHQHILW�� DQG� WKHVH� FRXQWULHV� KDYH� E\� IDU� WKH� ORZHU� FKLOG�SRYHUW\�UDWHV�
��� 6XPPDU\�RI�.H\�3RLQWV

x &KLOGUHQ� IDFH� UHPDUNDEO\� GLIIHUHQW� SRYHUW\� ULVNV� LQ� FRXQWULHV� WKDW�� E\� ZRUOG�VWDQGDUGV�� DUH� DOLNH� LQ� KDYLQJ� SURVSHURXV� VRFLHWLHV� DQG� VWURQJ� PDUNHW�HFRQRPLHV��
x 7KHUH� LV� HYLGHQFH� WKDW� WKH� GLVWULEXWLRQ� RI�PDUNHW� LQFRPH� LV� SXWWLQJ� FKLOGUHQ�XQGHU� LQFUHDVLQJ� WKUHDW� WKURXJKRXW� WKH� 2(&'� ZRUOG�� DQG� PDNLQJ� WKHP�LQFUHDVLQJO\�GHSHQGHQW�RQ�VWDWH�SROLF\�WR�DYRLG�SRYHUW\�
x ,Q�VRPH�FRXQWULHV��SXEOLF�SROLFLHV�KDYH�PRUH�WKDQ�FRPSHQVDWHG�IRU�QHJDWLYHPDUNHW�WUHQGV�DIIHFWLQJ�FKLOGUHQ
V�LQFRPHV��LQ�RWKHU�FRXQWULHV�WKH\�KDYH�IDLOHG�WR�GR�VR�
x ,W�LV�QRW�GLIIHUHQFHV�LQ�WKH�RYHUDOO�SURSRUWLRQV�RI�FKLOGUHQ�EHLQJ�UHDUHG�LQ�RQH�SDUHQW�KRXVHKROGV�RU� LQ�KRXVHKROGV�ZKHUH�QR�DGXOW� LV� LQ�HPSOR\PHQW��
ZRUN�SRRU
�KRXVHKROGV���ZKLFK�H[SODLQ�WKH�GLIIHUHQFHV�LQ�FKLOG�SRYHUW\�UDWHV�DFURVV�ULFK� FRXQWULHV�� EXW� GLIIHUHQFHV� LQ� WKH� SRYHUW\� UDWHV� WKDW� DSSO\� WR� WKHVH�FDWHJRULHV�RI�KRXVHKROG�
x $� SDUWLFXODUO\� ODUJH� SURSRUWLRQ� RI� ,ULVK� FKLOGUHQ� LQ� WKH� PLG�����V� OLYHG� LQ�KRXVHKROGV�WKDW�KDG�ZHDN�OLQNV�ZLWK�WKH�PDUNHW�HFRQRP\�
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x ,UHODQG
V�UHODWLYHO\�KLJK�FKLOG�SRYHUW\�UDWH�LQ�WKH�PLG�����V�ZDV�GHVSLWH�D�WD[�DQG�WUDQVIHU�V\VWHP�WKDW�ZDV�NHHSLQJ�D�VXEVWDQWLDO�SHUFHQWDJH�RI�WKH�QDWLRQ¶V�FKLOGUHQ�IURP�LQFRPH�SRYHUW\��
x ,Q�WKH�UHODWLYHO\ SURVSHURXV�VRFLHWLHV�RI�WKH�(8��WKHUH�LV�VWULNLQJ�HYLGHQFH�WKDW�FKLOGUHQ�DUH�ODQJXLVKLQJ�ORQJHU�LQ�SRYHUW\�IRU�QR�GLVFHUQLEOH�UHDVRQ�RWKHU�WKDQ�WKDW� WKH\�DUH�FKLOGUHQ�� � ,W� LV�QRW�EHFDXVH� WKH\�DUH�PRUH� OLNHO\� WR�EH� LQ�RQH�SDUHQW��µZRUN�SRRU¶��RU�RWKHU�W\SHV�RI�GLVDGYDQWDJHG�KRXVHKROGV�WKDQ�DGXOWV�
x +LJK�FKLOG�SRYHUW\�UDWHV�LPSO\�ORZ�H[LW�UDWHV�RXW�RI�SRYHUW\�
x *UHDWHU�PRELOLW\� LQWR�DQG�RXW�RI�SRYHUW\� LV� OLNHO\� WR�EH�UHFRUGHG� LQ�FRXQWULHV�WKDW�KDYH�WKH�PRUH�HTXDO�GLVWULEXWLRQV�RI�LQFRPH�WR�VWDUW�ZLWK��DQG�YLFH�YHUVD�
x 7KHUH� LV� FRQVLGHUDEOH� VFRSH� IRU� OHDUQLQJ� IURP� µEHVW� SUDFWLFH¶� ZKHUH� WKH�HPSKDVLV�LV�RQ�LQFUHDVLQJ�WKH�H[LW�UDWHV�RXW�RI�FKLOG�SRYHUW\���
x ,W� LV� OLNHO\�WKDW�KLJKHU�HQWU\�UDWHV�LQWR�SRYHUW\�SRVLWLYHO\�LQIOXHQFH�WKH�OHYHO�RI�VXSSRUW�DPRQJ�WKH�JHQHUDO�SXEOLF�IRU�DQWL�SRYHUW\�PHDVXUHV�
x 7KHUH�LV�VWULNLQJ�HYLGHQFH�WKDW�DOORZLQJ�SRYHUW\�WR�SHUVLVW�GRHV�QRW�VWLPXODWH�JUHDWHU�VXFFHVV�DW�XVLQJ�WKH�PDUNHW�WR�HVFDSH�LW�
x 7KHUH�LV�VWULNLQJ�HYLGHQFH�WKDW�VRFLHWLHV�ZKLFK�GR�PRVW�WR� 
ORRN�DIWHU
�SHRSOH�KDYH� SHRSOH� ZKR�� RYHU� WLPH�� LPSURYH� PRVW� WKHLU� FDSDFLW\� WR� µORRN� DIWHU¶�WKHPVHOYHV��
x :KHUH� VWDWH� SROLF\� WRZDUGV� FKLOGUHQ� LV� WDUJHWHG� �SROLFLHV� IRU� FKLOGUHQ� DUH�ODUJHO\�IRU�FKLOGUHQ�EHORZ�RU�QHDU�WKH�SRYHUW\�OLQH���FKLOG�SRYHUW\�UDWHV��SRVW�WD[HV�DQG� WUDQVIHUV�� UHPDLQ�KLJK�E\� LQWHUQDWLRQDO�VWDQGDUGV�� �7KH�UHVRXUFHV�XVHG� DUH� HIILFLHQW� LQ� UHGXFLQJ� FKLOG� SRYHUW\�� EXW� WKH� OHYHO� RI� UHVRXUFHV�HPSOR\HG�LV�PRGHVW�
x :KHUH�VWDWH�SROLF\� WRZDUGV�FKLOGUHQ�UHJDUGV�DOO�FKLOGUHQ�DV�HQWLWOHG�WR�VRPH�SXEOLF�VXSSRUW� �FKLOG�EHDULQJ�DQG�SDUHQWLQJ�DUH� µSXEOLF�JRRGV¶���FKLOG�SRYHUW\�UDWHV� �SRVW�WD[HV� DQG� WUDQVIHUV�� DUH� ORZ� E\� LQWHUQDWLRQDO� VWDQGDUGV�� � +LJK�OHYHOV�RI�UHVRXUFHV�DUH�HPSOR\HG��EXW�WKHLU�HIILFLHQF\�LQ�UHGXFLQJ�FKLOG�SRYHUW\�LV�PRGHVW�
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&KDSWHU�7ZR�7KH�,GHQWLILFDWLRQ�RI�5HDO�6XFFHVV�6RPH�0HDVXUHPHQW�,VVXHV
7KH� LQFLGHQFH�� LQWHQVLW\�DQG�GXUDWLRQ�RI�FKLOG� LQFRPH�SRYHUW\� LQ�ULFK�FRXQWULHV�ZHUH�H[DPLQHG� LQ� &KDSWHU�2QH�� � ,Q� IDFW�� WKH\�ZHUH� H[DPLQHG� DQG� GLVFXVVHG� XQGHU� WKH�UXEULF� RI� FHUWDLQ� DVVXPSWLRQV�� YL]��� WKDW� µIDLU¶� LQWUD�KRXVHKROG� VKDULQJ� RI� GLVSRVDEOH�LQFRPH� WDNHV� SODFH�� WKDW� WKH� QDWLRQ� LV� D� YDOLG� µFRPPXQLW\¶� RI� UHIHUHQFH�� WKDW� ORZ�PRQH\� LQFRPHV� GHQ\� DFFHVV� WR� HVVHQWLDO� VHUYLFHV�� DQG� WKDW� ORZ� PRQH\� LQFRPH�LPSDFWV�QHJDWLYHO\�DQG�VLJQLILFDQWO\�RQ�FKLOG�µZHOO�EHLQJ¶���7KLV�FKDSWHU�UHYLHZV�WKHVH�DVVXPSWLRQV�IRU�WKHLU�YDOLGLW\��
��� &KLOGUHQ¶V�µ,QFRPHV¶
$V�,UHODQG¶V�1DWLRQDO�&KLOGUHQ¶V�6WUDWHJ\�QRWHV��FKLOGUHQ�GR�QRW�KDYH�GLUHFW�LQFRPHV�>7KH�1DWLRQDO�&KLOGUHQ¶V�6WUDWHJ\��2XU�&KLOGUHQ�± 7KHLU�/LYHV����������@��$�FKLOG� LV�FRQVLGHUHG�SRRU�ZKHQ�OLYLQJ�LQ�D�SRRU�KRXVHKROG��DQG�WKH�KRXVHKROG�LV�FODVVLILHG�DV�SRRU�RU�QRQ�SRRU�RQ�WKH�EDVLV�RI� LWV� µHTXLYDOHQW¶� LQFRPH��7KH�µHTXLYDOLVLQJ¶�UHIHUV�WR�WKH�PDQQHU LQ� ZKLFK� DJJUHJDWH� KRXVHKROG� LQFRPH� LV� GLYLGHG� E\� WKH� QXPEHU� DQG�FRPSRVLWLRQ� RI� SHRSOH� LQ� WKH� KRXVHKROG� WR� UHIOHFW� WKH� LQFRPH� WKDW� LV� SRWHQWLDOO\�DYDLODEOH� IRU� WKH� VXSSRUW� RI� HDFK� PHPEHU�� � 'LIIHUHQW� HTXLYDOHQFH� VFDOHV� UHIOHFW�GLIIHUHQW� PHWKRGV� IRU� WDNLQJ� DFFRXQW� RI� WKH� HFRQRPLHV� RI� VFDOH� LQ� UXQQLQJ� D�KRXVHKROG�� DQG� RI� WKH� GLIIHULQJ� QHHGV� RI� FKLOGUHQ� DQG� DGXOWV�� �:KHQ� WKH� OLWHUDWXUH�VSHDNV� RI� µFKLOGUHQ¶V� LQFRPHV¶�� WKH� HTXLYDOHQW� LQFRPH� RI� WKH� KRXVHKROGV� LQ� ZKLFK�FKLOGUHQ� DUH� OLYLQJ� LV� EHLQJ� UHJDUGHG� DV� µWKHLUV¶�� � 7KDW� LV� WR� VD\�� HTXLWDEOH� LQWUD�KRXVHKROG�VKDULQJ��j�OD HTXLYDOHQFH�VFDOH� LV�EHLQJ�DVVXPHG�VXFK�WKDW�FKLOGUHQ�DUH�EHQHILWLQJ� IURP� WKH� H[SHQGLWXUH� RQ� WKHLU� EHKDOI� RI�� DW� OHDVW�� WKHLU� KRXVHKROG¶V�HTXLYDOHQW�LQFRPH�

&KLOGUHQ�DUH�QRW�DFWRUV�LQ�WKHLU�VRFLR�HFRQRPLF�VLWXDWLRQ��WKH\�EHQHILW�RU�VXIIHU�IURP�WKDW�RI�WKHLU�SDUHQWV�>-HDQGLGLHU�HW�DO������@��
,Q�VKRUW��FKLOGUHQ¶V�IDWHV�DUH�LQWLPDWHO\�OLQNHG�WR�WKH�SRYHUW\�VWDWXV�RI�WKHLU�KRXVHKROG�DQG� WR� LQWUD�KRXVHKROG� VKDULQJ�� � 7KLV� UDLVHV� VHYHUDO� LVVXHV�� VRPH� RI� ZKLFK� DUH�H[SORUHG�UHODWLYHO\� OLWWOH� LQ� WKH� OLWHUDWXUH�� �7KH�PRVW� IUHTXHQWO\�H[SUHVVHG�FRQFHUQ� LV�WKDW� FKLOGUHQ�PD\�PLVV�RXW� LQ� WKH�DOORFDWLRQ�RI�KRXVHKROG� LQFRPH�� �:KHWKHU� WKLV� LV�PRUH�OLNHO\�LQ�RQH�W\SH�RI�KRXVHKROG�WKDQ�DQRWKHU��DQG�ZK\��KDV�QRW�EHHQ�H[WHQVLYHO\�UHVHDUFKHG���)RU�H[DPSOH��LI�SRRU�SDUHQWLQJ�± GXH�WR�VWUHVV��FRQIOLFW��DGXOW�VXEVWDQFH�DEXVH� RU� ZKDWHYHU� ± PHDQV� WKDW� FKLOGUHQ� DUH� QRW� KDYLQJ� WKHLU� HTXLYDOHQW� LQFRPH�VSHQW�RQ�WKHP��FKLOG�SRYHUW\� LV�EHLQJ�XQGHUVWDWHG��2Q�WKH�RQH�KDQG��WKHUH�LV�VRPH�HYLGHQFH� WKDW� LQWUD�KRXVHKROG� LQHTXDOLW\� LV�PRUH� OLNHO\� ZKHUH� UHVRXUFHV� DUH� LQ� WKH�KDQGV� RI� IDWKHUV� RQO\�� VR� WKDW� � IRU� H[DPSOH� � SD\LQJ� FKLOG� EHQHILW� WR� PRWKHUV� LV�UHJDUGHG� DV� LQ� WKH� EHVW� LQWHUHVWV� RI� FKLOGUHQ� >*RRGH� HW� DO�� ������ /XQGEHUJ� HW� DO������@�� 7KLV� JHQGHU� FRQFHUQ�� KRZHYHU�� LV� VLPXOWDQHRXVO\� DQ� LPSOLFLW� UHFRJQLWLRQ� RI�ZKDW� FRPPLWWHG� SDUHQWLQJ� �LQ� WKLV� FDVH�� DVVXPHG� RQ� WKH� SDUW� RI� WKH� PRWKHU�� FDQ�DFKLHYH�� � )RU� WKHUH� LV� DOVR� HYLGHQFH� WKDW� PRWKHUV� LQ� SDUWLFXODU�� EXW� FRQFHLYDEO\�IDWKHUV�DOVR��LQ�KRXVHKROGV�EHORZ�WKH�SRYHUW\�OLQH�PLVV�WKHPVHOYHV RXW�VR�WKDW�WKHLU�FKLOGUHQ�EHQHILW� IURP�D� ODUJHU�VKDUH�RI� WKH�KRXVHKROG� LQFRPH� WKDQ� WKH�HTXLYDOHQFH�VFDOH�VXJJHVWV� >0LGGOHWRQ��$VKZRUWK�DQG�%UDLWKZDLWH��������2¶1HLOO������@�� �7R� WKH�H[WHQW� WKDW� WKLV� LV� WUXH�� FKLOG� SRYHUW\� LV� EHLQJ� RYHUVWDWHG�� � 2I� FRXUVH�� LQ� VR� IDU� DV�PRQH\�ZRUULHV�FRQWULEXWH�WR�VWUHVV�DQG�LOO�KHDOWK�LQ�SDUHQWV��WKH�FKLOGUHQ�PD\�VXIIHU�LQ�



(QGLQJ�&KLOG�3RYHUW\�LQ�5LFK�&RXQWULHV��:KDW�:RUNV"BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB3DJH���$�6WXG\�IRU�WKH�&KLOGUHQ
V�5LJKWV�$OOLDQFH

RWKHU�LQGLUHFW�ZD\V���(OXFLGDWLQJ�WKH�PHFKDQLVP��KRZHYHU��FRXOG�VKRZ�WKDW�SDUHQWDO�SRYHUW\��LQ�VRPH�LQVWDQFHV�DW�OHDVW��LV�WKH�WDUJHW�WR�EH DGGUHVVHG���(FRQRPLVWV�SRLQW�WR� VXEVWDQWLDO� HYLGHQFH� WKDW� FRPPLWWHG� DQG� FRPSHWHQW� SDUHQWV� DUH� KLJKO\� HIILFLHQW�WUDQVIRUPHUV� RI� LQSXWV� �PRQH\� LQFRPH� DQG� RWKHU� UHVRXUFHV�� LQWR� RXWSXWV� LQ� WKH�JHQHUDWLRQ�RI�FKLOG�ZHOO�EHLQJ�>+HFNPDQ������@��
7KLV� EULHI� GLVFXVVLRQ� XQGHUOLQHV� WKH� LPSRUWDQFH� RI� UHVHDUFK� LQWR� LQWUD�KRXVHKROG�GLVWULEXWLRQ�WR�WKH�GHVLJQ�RI�LQFRPH�VXSSRUWV�IRU�SRRU�FKLOGUHQ���$Q\�DVVXPSWLRQ�WKDW�SRRU�KRXVHKROGV�WUHDW�WKHLU�FKLOGUHQ�OHVV�HTXLWDEO\�WKDQ�QRQ�SRRU�KRXVHKROGV�VKRXOG�EH�VFUXWLQLVHG�FULWLFDOO\���,W�PD\�EH�WKDW�SDUHQWDO�FRQIOLFW��DGXOW�VXEVWDQFH�DEXVH��D�ORZ�OHYHO�RI�HGXFDWLRQDO�DWWDLQPHQW� LQ�WKH�SULPDU\�FDUH�JLYHU��VWHS�SDUHQWLQJ��HWF��� LV�WKH�NH\�IDFWRU�DFFRXQWLQJ�IRU�FKLOG�SRYHUW\��UDWKHU�WKDQ�WKH�OHYHO�RI�KRXVHKROG�LQFRPH�SHU�VH�� � ,I�HYLGHQFH� LV� IRUWKFRPLQJ� WKDW�FKLOGUHQ� LQ� WKHVH� W\SHV�RI�SRRU�KRXVHKROGV�DUH�GLVSURSRUWLRQDWHO\� OLNHO\� WR� VXIIHU� IURP� ORZHU� LQFRPHV� WKDQ� WKHLU� HTXLYDOHQW� LQFRPH�VXJJHVWV��WKHQ��RI�FRXUVH���WKH�FDVH�IRU�LQFUHDVLQJ�FDVK�WUDQVIHUV�WR�VXFK�KRXVHKROGV�LV�ZHDNHQHG� �KRZHYHU�XQLQWHQWLRQDOO\���ZKLOH� WKDW� IRU�SURYLGLQJ�VHUYLFHV�LQ�NLQG� WKDW�DUH� DFFHVVLEOH� WR� FKLOGUHQ� LQ� WKRVH� KRXVHKROGV� �H�J��� VFKRRO� EUHDNIDVWV�� FKLOGFDUH�IDFLOLWLHV��LV�VWUHQJWKHQHG���+RZHYHU��LQ�VR�IDU�DV�WKH�HYLGHQFH�UHYHDOV�WKDW�SDUHQWV�LQ�ORZ�LQFRPH�KRXVHKROGV�W\SLFDOO\�SURGXFH� OHYHOV�RI�FKLOG�ZHOO�EHLQJ�KLJKHU� WKDQ�WKHLU�KRXVHKROG�LQFRPH�DORQH�ZRXOG�SUHGLFW��WKH�FDVH�IRU�� DQG�WKH�SROLWLFDO�DFFHSWDELOLW\�RI�� LQFUHDVLQJ�FDVK�WUDQVIHUV�LV�VWUHQJWKHQHG���
��� &KLOGUHQ�LQ�µ5HODWLYH¶�,QFRPH�3RYHUW\
7KH� FKLOG� SRYHUW\� UDWHV� XVHG� LQ� FURVV�FRXQWU\� FRPSDULVRQV� DUH� HVWLPDWHV� RI� WKH�SURSRUWLRQ�RI�FKLOGUHQ�LQ�UHODWLYH�LQFRPH�SRYHUW\�ZKHUH�WKH�QDWLRQDO FRPPXQLW\�LV�WKH�UHIHUHQFH� SRLQW�� � (YHQ� ZLWKLQ� ,UHODQG�� WKLV� PD\� RYHUVWDWH� DQG� XQGHUVWDWH� WKH�VHULRXVQHVV�RI�VRPH�FKLOGUHQ¶V�SOLJKW���)RU�H[DPSOH��FKLOGUHQ�ZLWK�HTXLYDOHQW�LQFRPHV�EHORZ�����RI�WKH�QDWLRQDO�PHDQ�PD\�EH�OHVV�µH[FOXGHG¶�IURP�PHDQLQJIXO�SDUWLFLSDWLRQ�LQ� WKHLU�FRPPXQLW\� LI� WKH\�DUH� OLYLQJ� LQ�D� UXUDO�DUHD�ZKHUH� UHJLRQDO�PHDQ� LQFRPH� LV�FRQVLGHUDEO\� EHORZ� WKH� QDWLRQDO� PHDQ�� WKDQ� VLPLODU� FKLOGUHQ� LQ� 'XEOLQ� ZKHUH� WKH�UHJLRQDO�PHDQ� LV� DERYH� WKH� QDWLRQDO� RQH�� � )RU� ODUJH� QDWLRQV�� WKH� DSSOLFDELOLW\� RI� D�QDWLRQDO�QRUP�WR�LGHQWLI\�UHODWLYH�LQFRPH�SRYHUW\�LV�TXLWH�SUREOHPDWLF���5DLQZDWHU�HW�DO���������IRU�H[DPSOH��VKRZ�WKDW�$UNDQVDV�LQ�WKH�86�KDG�D�FKLOG�SRYHUW\�UDWH�RI�������LQ�WKH�PLG�����V�ZKHQ�PHGLDQ�LQFRPH�LV�WDNHQ�DW�WKH�QDWLRQDO�OHYHO��EXW�RI�����ZKHQ�VWDWH�PHGLDQ�LQFRPH�LV�XVHG���2QH�LPSOLFDWLRQ�RI�WKLV�LV�WKDW��GHVSLWH�LWV�SRRU�QDWLRQDO�VKRZLQJ��WKHUH�PD\�EH�LQWHUHVWLQJ�SODFHV�WR�ORRN�ZLWKLQ WKH�86 IRU�LQVWDQFHV�RI�µEHVW�SUDFWLFH¶�� � ³,Q� VHYHUDO� FDVHV�� QHLJKERXULQJ� VWDWHV� >ZLWKLQ� WKH� 86@� VDZ� WKHLU� FKLOG�SRYHUW\�UDWHV�VXUJH�LQ�RSSRVLWH�GLUHFWLRQV��EHWZHHQ������DQG��������«�&KLOG�SRYHUW\��LQ� WKH�86�� LV�QRW�DQ� LQWUDFWDEOH�SUREOHP´� >1DWLRQDO�&HQWUH� IRU�&KLOGUHQ� LQ�3RYHUW\������@���
$�IRUWLRUL ZLWKLQ�WKH�(XURSHDQ�8QLRQ��WKH�YDOXH�RI�PHDVXULQJ�SRYHUW\�ZLWK�UHIHUHQFH�WR�WKH�PHDQ�RI�(8�KRXVHKROG�LQFRPH�PD\�EH�TXLWH�OLPLWHG���)RU�H[DPSOH��,PPHUYROO�HW�DO� ��������XVLQJ�WKH������(XURSHDQ�&RPPXQLW\�+RXVHKROG�3DQHO�6XUYH\V��(&+3���HVWDEOLVKHG� WKDW�3RUWXJDO�KDG�������RI� LWV�FKLOGUHQ��XQGHU����� IDOOLQJ�XQGHU�����RI�(8���PHDQ�LQFRPH���7KH�SULQFLSDO�UHDVRQ��RI�FRXUVH��LV�WKDW�PHDQ�KRXVHKROG�LQFRPH�IRU� WKH�ZKROH�3RUWXJXHVH� SRSXODWLRQ�ZDV� ����RI� WKH�(8���PHDQ�� � ,UHODQG¶V� FKLOG�SRYHUW\�UDWH�ZDV�FDOFXODWHG�DV�������LQ������RQ�WKH�VDPH�EDVLV��
&DOFXODWLQJ�PHDQ�PHGLDQ� LQFRPH�IRU�D�YHU\�ODUJH�IHGHUDO�VWDWH�RU�UHJLRQ��WKHUHIRUH��SUHVHQWV�FKLOG�SRYHUW\�LQ�VWDWHV�FRXQWULHV�ZKHUH�PHDQ�PHGLDQ�UHJLRQDO�LQFRPHV�DUH�ORZHU LQ�D� SDUWLFXODUO\� XQIDYRXUDEOH OLJKW��LW FRXOG� HYHQ EH�VDLG� WR�H[DJJHUDWH WKH�
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SOLJKW� RI� FKLOGUHQ�� � $Q� LQVWDQFH�ZKHUH� LW�PD\� EH� D� KHOSIXO� H[HUFLVH� UDWKHU� WKDQ� DQ�XQKHOSIXO�RQH��KRZHYHU��LV�LQ�LQWHUSUHWLQJ�WKH�SDUWLFXODUO\�ORZ�UDWHV�RI�FKLOG�SRYHUW\�LQ�VRPH�FRXQWULHV�RI�&HQWUDO�DQG�(DVWHUQ�(XURSH���,Q�VRPH�RI�WKHP��H[FHSWLRQDOO\�ORZ�FKLOG� SRYHUW\� UDWHV� �H�J��� ����� LQ� WKH�&]HFK�5HSXEOLF� LQ� ������PD\�EH� FRQFHDOLQJ�PRUH� VHULRXV� KDUGVKLS� IRU� FKLOGUHQ� WKDQ� KLJKHU� UDWHV� LQ� RWKHU� FRXQWULHV� VLPSO\�EHFDXVH��WKRXJK�VXFK�VRFLHWLHV�DUH�VWURQJO\�HJDOLWDULDQ�LQ�KRZ�LQFRPH�LV�GLVWULEXWHG��WKH�UHJLRQDO�VWDQGDUG�E\�ZKLFK�QHDUO\�DOO�FKLOGUHQ�DUH�MXGJHG�WR�EH�QRQ�SRRU�LV�YHU\�ORZ�>%UDGEXU\�DQG�-lQWWL������@��
$V� ZHOO� DV� EHLQJ� DZDUH� RI� WKH� LPSOLFDWLRQV� RI� WKH� µFRPPXQLW\� RI� UHIHUHQFH¶� LQ� WKH�FDOFXODWLRQ�RI�SRYHUW\� OLQHV��DWWHQWLRQ�PD\�DOVR�QHHG�WR�EH�JLYHQ�WR� WKH� LPSOLFDWLRQV�IRU� WUHQGV� LQ� FKLOG� SRYHUW\� UDWHV� RI� WKH� JURZLQJ� LQFLGHQFH� RI� FKLOGOHVV� KRXVHKROGV�ZLWKLQ� D� VRFLHW\�� )RU� H[DPSOH�� EHWZHHQ� WKH� ����� DQG� ����� FHQVXVHV�� WKH� IDVWHVW�JURZLQJ� FDWHJRU\� RI� KRXVHKROG� LQ� ,UHODQG�ZDV� WKDW� FRPSRVHG�RI� FKLOGOHVV�FRXSOHV���7DNHQ� WRJHWKHU� ZLWK� WKH� JURZWK� RI� RQH�SHUVRQ� KRXVHKROGV�� WKLV� PHDQW� WKDW�KRXVHKROGV� ZLWKRXW� FKLOGUHQ� JUHZ� IURP� ���� WR� ���� RI� DOO� SULYDWH� KRXVHKROGV� LQ�,UHODQG�RYHU�WKH�SHULRG��� 7KH�UHOHYDQFH�RI�WKLV�WR�PRQLWRULQJ�WUHQGV�LQ�FKLOG�SRYHUW\�LV� WKDW� LW� LV�SRVVLEOH� WKDW��ZKHUH�D� ULVH� LQ� WKH�PHGLDQ� LQFRPH�RI�D� FRXQWU\� LV�EHLQJ�µGULYHQ¶� E\� KRXVHKROGV� ZLWKRXW� FKLOGUHQ� �IRU� H[DPSOH�� GXDO�LQFRPH�QR�FKLOGUHQ�KRXVHKROGV��� � KRXVHKROGV ZLWK� FKLOGUHQ� FRXOG� EHFRPH� SDUWLFXODUO\� SUH\� WR� WKH�VWDWLVWLFDO� SURFHVV� ZKLFK� UHFRUGV� ULVLQJ� UDWHV� RI� UHODWLYH� LQFRPH� SRYHUW\� DPRQJ� D�JURXS�HYHQ�DV�LWV�UHDO�LQFRPH�LV�DOVR��LQFUHDVLQJ��
��� &KLOG�,QFRPH�3RYHUW\�DQG�%DVLF�'HSULYDWLRQ
,W� LV� LPSRUWDQW� WR� NQRZ� WKH� H[WHQW� WR� ZKLFK�� SDUWLFXODUO\� IRU� FKLOGUHQ� LQ� ORZ� LQFRPH�KRXVHKROGV�� µPRQH\� VSHDNV¶�ZKHQ� LW� FRPHV� WR� DWWDLQLQJ�EDVLF� VWDQGDUGV�RI�KHDOWK��KRXVLQJ�DQG�HGXFDWLRQ��DQG�HQMR\LQJ�QHLJKERXUKRRG�DPHQLWLHV�� �&RXQWULHV�GLIIHU� LQ�WKH� H[WHQW� WR� ZKLFK� SXEOLF� LQYHVWPHQW� LQ� VHUYLFHV� IRU� FKLOGUHQ� KDV� WDNHQ� SODFH�SUHFLVHO\�WR�HQVXUH�WKDW�WKH�ILQDQFLDO�FLUFXPVWDQFHV�RI�D�FKLOG¶V�KRXVHKROG�ZRXOG�QRW�OLPLW�WKH�TXDOLW\�RI�WKH�FKLOG¶V�KHDOWK�FDUH��KRXVLQJ��GD\�FDUH�IDFLOLWLHV��HGXFDWLRQ��DQG�VR� RQ�� � :KHUH� WKHVH� EHQHILWV�LQ�NLQG� WDLORUHG� WR� FKLOGUHQ� DUH� H[WHQVLYH�� LW� VHHPV�LPSRUWDQW� WKDW� DQDO\VHV� RI� FKLOG� LQFRPH� SRYHUW\� VKRXOG� DFNQRZOHGJH� WKHP�� � ,Q�&DQDGD�� IRU�H[DPSOH�� LQFRPH�LQ�NLQG�EHQHILWV� WR�FKLOGUHQ�LQ� ORZ�LQFRPH�KRXVHKROGV�LQFOXGH� KHDOWK� VHUYLFHV� �DGGLWLRQDO� WR� ZKDW� LV� DOUHDG\� DYDLODEOH� XQGHU� &DQDGD¶V�XQLYHUVDO� SXEOLF� KHDOWK� LQVXUDQFH� V\VWHP��� GHQWDO� FDUH�� PHGLFDWLRQV�� DFFHVVRULHV�MXGJHG�HVVHQWLDO�VXFK�DV�VQRZVXLWV�DQG�FULEV��DQG�DVVLVWDQFH�IRU�HPSOR\PHQW�UHODWHG�H[SHQVHV�VXFK�DV�FORWKLQJ��WUDQVSRUWDWLRQ�DQG�FKLOGFDUH�>%DWWOH�DQG�7RUMPDQ������@���
0DQ\� RI� WKH� H[LVWLQJ� FKLOG� DQG� IDPLO\� VHUYLFHV� LQ� ,UHODQG� KDYH� EHHQ� PRWLYDWHG�SULPDULO\�E\�WKH�FRQFHUQ�WKDW�OLPLWHG�SDUHQWDO�LQFRPH�VKRXOG�QRW�GHQ\�FKLOGUHQ�DFFHVV�WR� VHUYLFHV�ZKLFK� FDQ�SRZHUIXOO\�DLG� WKHLU� JURZWK�DQG�GHYHORSPHQW� >0F.HRZQ�DQG�6ZHHQH\������@�
3HRSOH�ZKR�DUH�SDUWLFXODUO\�FRQFHUQHG�WKDW�FDVK�WUDQVIHUV�WR�KRXVHKROGV�RQ�EHKDOI�RI�FKLOGUHQ�PD\�FUHDWH�ZRUN�GLVLQFHQWLYHV�IRU�SDUHQWV��DQG�RU�EH�µVLSKRQHG�RII¶�E\�DGXOW�PHPEHUV� IRU� WKHLU�RZQ�XVH��FDQ�EH�H[SHFWHG� WR� IDYRXU�EHQHILWV�LQ�NLQG� IRU�FKLOGUHQ�RYHU� WUDQVIHUV�� � 7KHLU� FRQFHUQV�� KRZHYHU�� DUH� QRW� VXEVWDQWLDWHG� E\� ZLGHVSUHDG�HYLGHQFH� DQG�� LQ� VRPH� FDVHV�� WKH\� VKRXOG� EH� DVVXDJHG� E\� ZKDW� HYLGHQFH� LV�DYDLODEOH� �H�J��� WKDW� RQ� ORQJ�WHUP�SRYHUW\� G\QDPLFV� LQ� WKH�1HWKHUODQGV� UHYLHZHG� LQ�WKH�WH[W����5DWKHU�WKDQ�FKRRVLQJ�EHWZHHQ�FDVK�WUDQVIHUV�RU�EHQHILWV�LQ�NLQG��FRXQWULHV�
�� 6HH�VHFWLRQ������
7KH�3UHVHQFH�RI�&KLOGUHQ�LQ�,ULVK�)DPLOLHV
��LQ�0F.HRZQ�DQG�6ZHHQH\��������
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PD\�PDNH�HIIHFWLYH�XVH�RI�WKHLU�FRPSOHPHQWDULW\�� L�H���VRPH�RI�WKRVH�ZKLFK�SURYLGH�WKH�PRUH�JHQHURXV�LQFRPH�WUDQVIHUV�DOVR SURYLGH�WKH�PRUH�FRPSUHKHQVLYH EHQHILWV�LQ�NLQG�� � ,Q�RWKHU�ZRUGV��EHQHILWV�LQ�NLQG�PD\�EHVW�EH�YLHZHG��QRW�DV�DQ�DOWHUQDWLYH�VWUDWHJ\� IRU� VRFLHWLHV� ZLWK� HQWUHQFKHG� YLHZV� RQ� WKH� LQHIIHFWLYHQHVV� RI� PRQH\�WUDQVIHUV�� EXW� DV� D� FRPSOHPHQWDU\� VWUDWHJ\� WR� HQVXUH� WKDW� SDUHQWV� FDQ� H[WUDFW�PD[LPXP�EHQHILW�IURP�LQFUHDVHG�FDVK�WUDQVIHUV�EHLQJ�SURYLGHG�WR�WKHP�RQ�EHKDOI�RI�WKHLU�FKLOGUHQ���,UHODQG��LQ�IDFW��FDQ�EH�UHJDUGHG�DV�KDYLQJ�VXFFHVVIXOO\�SXUVXHG�WKLV�VWUDWHJ\� RQ� EHKDOI� RI� LWV� VHQLRU� FLWL]HQV� IRU� D� ZKLOH�� � ,QQRYDWLYH� DQG� VLJQLILFDQW�EHQHILWV�LQ�NLQG��VXFK�DV�IUHH�WUDYHO��ZHUH�QRW�DOORZHG�WR�GLPLQLVK�D�FRQFHUQ�WKDW�WKH�UHODWLYH�LQFRPHV�RI�WKRVH�OLYLQJ�RQ�WKH�ORZHVW�SHQVLRQV�VKRXOG�DOVR�LPSURYH��
7KH�,ULVK�1DWLRQDO�$QWL�3RYHUW\�6WUDWHJ\�DGRSWHG�WKH�SUDFWLFH�RI�FRPELQLQJ�PDWHULDO�LQGLFDWRUV� RI� µEDVLF� GHSULYDWLRQ¶� ZLWK� UHODWLYH� LQFRPH� SRYHUW\� WR� LGHQWLI\� FRQVLVWHQWSRYHUW\�� � +RZHYHU�� LW� LV� FOHDU� WKDW� WKH� OLYLQJ� VWDQGDUGV�RI� DGXOWV� ODUJHO\� JXLGHG� WKH�VHOHFWLRQ�RI�WKH�PDWHULDO�LQGLFDWRUV���7KH�FDVH�IRU�LQGLFDWRUV�RI�EDVLF�GHSULYDWLRQ�WKDW�DUH� SDUWLFXODUO\�PHDQLQJIXO� WR� FKLOGUHQ¶V� OLYLQJ� VWDQGDUGV� KDV� EHHQ�PDGH� E\�1RODQ��������DQG�LW�VHHPV�DQ�LPSRUWDQW�DQG�SURPLVLQJ�VWHS�WR�WDNH���7KHVH�QRQ�PRQHWDU\�LQGLFDWRUV�RI�FKLOGUHQ¶V�PDWHULDO�ZHOO�EHLQJ�ZRXOG�� LGHDOO\�� LQFOXGH�PHDVXUHV�RI� WKHLU�DFFHVV�WR�FHUWDLQ TXDOLW\�VHUYLFHV�DQG�IHDWXUHV�RI�WKHLU�SK\VLFDO�HQYLURQPHQW��
��� 7KH�&RQFHSW�RI�&KLOG�:HOO�%HLQJ
7KHUH�LV�D�VWURQJ�FRQWHPSRUDU\�HPSKDVLV�RQ�WKH�FRQFHSW�RI�FKLOG�µZHOO�EHLQJ¶���7ZR�GLPHQVLRQV�FDQ�EH�UHJDUGHG�DV�FRQVWLWXWLYH�RI�WKH�FRQFHSW��
x 7KH� XQGHUVWDQGLQJ� RI� WKH� SHUVRQ� DV�� DW� RQFH�� DQ� LQGLYLGXDO� DQG� VRFLDO� EHLQJ�WKXV�� FKLOGUHQ� FDQQRW� IORXULVK� RQ� WKHLU� RZQ�� WKHLU� IDPLOLHV�� QHLJKERXUKRRGV� DQG�VRFLHW\�PXVW�DOVR�SRVVHVV�FHUWDLQ�IHDWXUHV�IRU�WKDW�IORXULVKLQJ�WR�WDNH�SODFH�
x 7KH�XQGHUVWDQGLQJ�RI�WKH�SHUVRQ�DV�LQIOXHQFHG�E\�VXEMHFWLYH�DV�ZHOO�DV�REMHFWLYH�IDFWRUV� WKXV��FKLOGUHQ¶V�ZHOO�EHLQJ�GHSHQGV�RQ�KRZ�FKLOGUHQ�WKLQN�DQG�IHHO�DERXW�WKHLU�OLYHV�DV�ZHOO�DV�RQ�WKH�REMHFWLYH�FRQGLWLRQV�VXUURXQGLQJ�WKHP���
7KH�VLJQLILFDQFH�RI�µZHOO�EHLQJ¶�WR�FKLOG�SRYHUW\�LV�WKDW�LW�FRQWH[WXDOLVHV�DQG�UHODWLYLVHV�PRQH\�LQFRPH�DV�D�PHDQLQJIXO�FULWHULRQ�RI�WKH�TXDOLW\�RI�FKLOGUHQ¶V�OLYHV���+RZHYHU��WKHUH�FDQ�EH�IHZ�VHULRXV�JURXQGV�IRU�EHOLHYLQJ�LW�ULVNV�OHVVHQLQJ�WKH�FRPPLWPHQW�RU�XUJHQF\� WR�GHDO�ZLWK�FKLOG� LQFRPH�SRYHUW\� LQ�ULFK�FRXQWULHV��:KLOH� LW� LV� WUXH�FKLOGUHQ�FDQ�EH�KDSS\� LQ� VRFLHWLHV�ZLWK� ORZ� LQFRPH�SHU� FDSLWD�� WKHUH� LV�D� IORRG�RI� UHVHDUFK�ZKLFK�GRFXPHQWV�WKDW�OLYLQJ�RQ�ORZ�UHODWLYH�LQFRPHV�LQ�ULFK�FRXQWULHV�KDV�GDPDJLQJ�SV\FKRVRFLDO� FRQVHTXHQFHV� >:LONLQVRQ�� ����@�� � +RZHYHU�� RQFH� FKLOGUHQ¶V� LQFRPHV�ULVH� DERYH�D� FHUWDLQ� WKUHVKROG�� WKH� FRQFHSW� RI�ZHOO�EHLQJ�PD\�VWUHQJWKHQ� WKH�FDVH�WKDW� IXUWKHU� LPSURYHPHQWV� LQ�FKLOGUHQ¶V� OLYHV�VKRXOG�FRQFHQWUDWH�OHVV�RQ�WKH�OHYHO�RI�GLVSRVDEOH� LQFRPH� LQ� WKHLU� KRXVHKROGV� DQG� PRUH� ± IRU� H[DPSOH� ± RQ� VRFLDO�LQYHVWPHQW� LQ� DPHQLWLHV� IURP� ZKLFK� FKLOGUHQ� EHQHILW�� DQG�RU� WKH� IRVWHULQJ� RI� PRUH�IUHTXHQW�DQG�VXFFHVVIXO�FR�SDUHQWLQJ���,Q�WKLV�FRQWH[W��LW�LV�XVHIXO�WR�UHFDOO�WKDW�RQH�RI�WKH� IDFWRUV� GULYLQJ� WKH� LQWHUHVW� LQ� PRQLWRULQJ� FKLOG� ZHOO�EHLQJ� LQ� ULFK� FRXQWULHV� KDV�EHHQ� D� GHWHULRUDWLRQ� LQ� VRPH� DVSHFWV� RI� FKLOGUHQ¶V� HQYLURQPHQWV� GHVSLWH� VWURQJ�QDWLRQDO� HFRQRPLF� SHUIRUPDQFHV� DQG� KLJKHU� DYHUDJH� GLVSRVDEOH� LQFRPHV�� � )RU�H[DPSOH�

1HZ� W\SHV� RI� RXWFRPHV� �LQ� LQGXVWULDOLVHG� FRXQWULHV����� UHTXLUH� PRQLWRULQJ��LQFOXGLQJ�GUXJ�XVH��WUDIILF�DFFLGHQWV��PHQWDO�KHDOWK�SUREOHPV��VHOI�KDUP��
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HDWLQJ�GLVRUGHUV��µDQRPLH¶��DQG�UHVWULFWLRQV�RQ�FKLOGUHQ¶V�IUHHGRP���>%UDGVKDZ�DQG�%DUQHV������@
8QGHU� WKH�1DWLRQDO�&KLOGUHQ¶V�6WUDWHJ\��DQ�H[SHUW�FRPPLWWHH� LV� WR�GHYHORS�D�VHW�RI�LQGLFDWRUV�RI�µFKLOG�ZHOO�EHLQJ¶�LQ�,UHODQG�>7KH�1DWLRQDO�&KLOGUHQ¶V�6WUDWHJ\����������@��7KH� FRPPLWPHQW� LV� RQH� RI� HLJKW� PHDVXUHV� DQQRXQFHG� LQ� WKH� 1DWLRQDO� &KLOGUHQ¶V�6WUDWHJ\� �������� ZKLFK� DUH� HYLGHQFH� WKDW� ,UHODQG� LV� DOUHDG\� OHDUQLQJ� IURP� EHVW�SUDFWLFH�LQ�RWKHU�FRXQWULHV��� )RU�H[DPSOH�7KHUH� LV�ZLGHVSUHDG�DJUHHPHQW� WKDW�UHJXODU�UHSRUWV�RQ�WKH�VWDWH�RI�FKLOGUHQ�DUH� DQ� HVVHQWLDO� WRRO� LQ� UDLVLQJ� SXEOLF� DZDUHQHVV� DQG� DFKLHYLQJ� SROLWLFDO�VXSSRUW�IRU�LPSURYLQJ�WKHLU�OLYLQJ�FRQGLWLRQV��>%UDGVKDZ�DQG�%DUQHV������@�
7DEOHV� ��� DQG� ���� ZKLFK� FRQFOXGH� WKLV� FKDSWHU�� VXPPDULVH� VRPH� RI� WKH� SURJUHVV�PDGH�LQWHUQDWLRQDOO\�LQ�PHDVXULQJ�FKLOG�µZHOO�EHLQJ¶���7DEOH����SURYLGHV�DQ�RYHUYLHZ�RI� WKH� LQGLFDWRUV�FXUUHQWO\� LQ�XVH�RU�EHLQJ�DFWLYHO\�FRQVLGHUHG�DV� LQGLFDWRUV�RI�FKLOG�ZHOO�EHLQJ�LQ�ULFK�FRXQWULHV��7DEOH����OLVWV�ZKDW�DUH�WHUPHG�µPHGLDWLQJ�IDFWRUV¶�ZKLFK�KDYH�HPHUJHG�DV�NH\�FRQGLWLRQLQJ�IDFWRUV�H[SODLQLQJ�ZK\ WKH�SUHVHQFH�RI�WKH�VDPH�LQGLFDWRUV�FDQ�UHVXOW�LQ�YHU\�GLIIHUHQW�RXWFRPHV�IRU�FKLOGUHQ���7KH�FDVH�IRU�PDNLQJ WKH�HOLPLQDWLRQ�RI�FKLOG�LQFRPH�SRYHUW\�WKH�SULRULW\�REMHFWLYH�LQ�UDLVLQJ�FKLOG�ZHOO�EHLQJ�LV�VWUHQJWKHQHG� E\� WKH� W\SH� RI� HYLGHQFH� ZKLFK� HVWDEOLVKHV� VWURQJ� DQG� UREXVW�DVVRFLDWLRQV� EHWZHHQ� LQFRPH� SRYHUW\� DQG� XQGHVLUDEOH� RXWFRPHV� RQ� WKHVH� RWKHU�LQGLFDWRUV�� $� SRWHQW� H[DPSOH� FRPHV� IURP� FXUUHQW� ODERXU� PDUNHW� HFRQRPLFV���&RQFHUQV�ZLWK� WKH�ZRUNIRUFH¶V� DELOLW\� WR� FRSH�ZLWK� RQ�JRLQJ� WHFKQRORJLFDO� FKDQJHV�KDV�OHG�WR�D�UHQHZHG�DSSUHFLDWLRQ�RI�WKH�SLYRWDO�UROH�WKDW�WKH�OHYHO�RI�SDUHQWDO�LQFRPH�GXULQJ�D�FKLOG¶V�HDUO\�\HDUV�LV�VHHQ�WR�SOD\���)RU�H[DPSOH�

3ROLFLHV� GLUHFWHG� WRZDUGV� IDPLOLHV� PD\� EH� D� PRUH� HIIHFWLYH� PHDQV� IRU�LPSURYLQJ� WKH� SHUIRUPDQFH� RI� VFKRROV� WKDQ� GLUHFW� H[SHQGLWXUH� RQ� WHDFKHU�VDODULHV�RU�FRPSXWHU�HTXLSPHQW��>+HFNPDQ������@��
2Q�WKH�RWKHU�KDQG��WKH�FDVH�IRU�FRQFHQWUDWLQJ�RQ�VHUYLFHV�LQ�NLQG�WR�FKLOGUHQ�UDWKHU�WKDQ�LQFRPH�WUDQVIHUV�ZLOO�EH�VWUHQJWKHQHG�E\�DQ\�VWXGLHV�ZKLFK�HVWDEOLVK�WKH�JUHDWHU�HIILFLHQF\�RI�WKH�IRUPHU�LQ�LPSURYLQJ�WKH�LQGLFDWRUV�WKDW�DUH�LQ�7DEOH�����
7KH�DGRSWLRQ�RI�D�VHW�RI�LQGLFDWRUV�RI�FKLOG�ZHOO�EHLQJ�IRU�,UHODQG�SUHVHQWV�FRQFHSWXDO�FKDOOHQJHV�DV�ZHOO�DV�WHFKQLFDO�RQHV�UHODWLQJ�WR�GDWD�DYDLODELOLW\�DQG�FROOHFWLRQ���6RPH�RI� WKHVH� FKDOOHQJHV� DUH� UHOHYDQW� WR� WKH� VWUXJJOH� WR� UDLVH� WKH� OHYHO� RI� SROLWLFDO�FRPPLWPHQW�WR� HOLPLQDWLQJ� FKLOG�LQFRPH�SRYHUW\���7KHVH� FRQFHSWXDO� LVVXHV�LQFOXGH�
x DSSUHFLDWLQJ�WKH�GLVWLQFWLRQ�EHWZHHQ�LQSXWV��RXWFRPHV��DQG�PHGLDWLQJ�IDFWRUV�� LQ�WKH�JHQHUDWLRQ�RI�FKLOG�ZHOO�EHLQJ���$Q�LQSXW LV�GHVLUHG�EHFDXVH�LW�PDNHV�SRVVLEOH�
�� 7KH� RWKHU� PHDVXUHV� DUH� WKH� LQLWLDWLRQ� RI� D� QDWLRQDO� ORQJLWXGLQDO� VWXG\� RI� FKLOGUHQ� �WKLV� ZLOO� EH�,UHODQG
V�ILUVW��UHVHDUFKHUV�LQ�WKH�8.�KDYH�ORQJ�KDG�WKH�EHQHILW�RI�SDQHO�VWXGLHV�IROORZLQJ�WKUHH�QDWLRQDO�ELUWK� FRKRUWV�� ������ ����� DQG� ������ DQG� D� QHZ� RQH� IRU� ����� LV� DOUHDG\� XQGHUZD\��� WKH� ODXQFK� RI� D�&KLOGUHQ¶V�5HVHDUFK�3URJUDPPH�� WKH� LQWHJUDWLRQ�RI� DOO�SXEOLF� UHFRUGV�DQG�GDWD�VHWV� LQWR�DQ� LQWHJUDWHG�VHW� RI� FRUH� GDWD� DYDLODEOH� WR� JXLGH� SROLF\� IRUPXODWLRQ�� WKH� SXEOLFDWLRQ� RI� D� EL�DQQXDO� 6WDWH� RI� WKH�1DWLRQ¶V�&KLOGUHQ�5HSRUW��WKH�HVWDEOLVKPHQW�RI�D�1DWLRQDO�&KLOGUHQ¶V�5HVHDUFK�'LVVHPLQDWLRQ�8QLW��WKH�SUHSDUDWLRQ�RI�FKLOG�LPSDFW�VWDWHPHQWV�E\�JRYHUQPHQW�ERGLHV��DNLQ�WR�µFKLOG�SURRILQJ¶�LQWHQGHG�SROLF\�FKDQJHV��� DQG� WKH� GHYHORSPHQW� RI� DJUHHG� TXDOLW\� VWDQGDUGV� IRU� VXSSRUWV� DQG� VHUYLFHV� GLUHFWHG� DW�FKLOGUHQ��� -DPHV� +HFNPDQ�� MRLQW� ZLQQHU� RI� WKH� 1REHO� 3UL]H� LQ� (FRQRPLFV� LQ� ������ LV� D� ODERXU� PDUNHW�HFRQRPLVW� ZLWK� SDUWLFXODU� H[SHUWLVH� LQ� SROLFLHV� DQG� SURJUDPPHV� WKDW� HQKDQFH� KXPDQ� FDSLWDO�� � 6HH� -��+HFNPDQ����������³3ROLFLHV�WR�)RVWHU�+XPDQ�&DSLWDO´��$DURQ�:LOGDYDVN\�)RUXP�
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KLJKHU� ZHOO�EHLQJ�� DQ� RXWFRPH LV� UHJDUGHG� DV� SDUWLDOO\� FRQVWLWXWLYH� RI� WKH� ZHOO�EHLQJ�WKDW�LV�VRXJKW��D�PHGLDWLQJ�IDFWRU DIIHFWV�WKH�HDVH�ZLWK�ZKLFK�LQSXWV�FDQ�EHWXUQHG�LQWR�RXWSXWV�WKDW�DUH�FRQVWLWXWLYH�RI�JUHDWHU�ZHOO�EHLQJ���:KLFK�LV�ZKLFK�FDQ�RIWHQ�EH�GLIILFXOW�WR�GLVWLQJXLVK�LQ�WKH�UHDO�ZRUOG��DQG�LW�LV�GHVLUDEOH�WR�EH�DV�FOHDU�DV�SRVVLEOH�MXVW�ZKLFK�RQH�D�JLYHQ�LQGLFDWRU�LV�UHJDUGHG�DV�UHIOHFWLQJ��� $�KLJKHU�OHYHO�RI�HTXLYDOHQW�GLVSRVDEOH�LQFRPH�LQ�D�FKLOG¶V�KRXVHKROG�LV�QRW�DQ�HQG�LQ�LWVHOI��DQG� LWV�FRQWULEXWLRQ�WR�FKLOG�ZHOO�EHLQJ� LV QRW� OLQHDU�� � ,WV� LQSXW�YDOXH��KRZHYHU�� LQ�KRXVHKROGV� EHORZ� WKH� SRYHUW\� OLQH� LV� HODERUDWHG� PRUH� IRUFHIXOO\� ZKHQ� LWV�FRQWULEXWLRQV� WR� RWKHU� RXWFRPHV� �H�J��� HGXFDWLRQDO� DWWDLQPHQW�� DQG� PHGLDWLQJ�IDFWRUV��H�J���SDUHQWDO�PRUDOH��DUH�PDGH�H[SOLFLW��
x DFNQRZOHGJLQJ� WKDW� PDQ\� RI� WKH� PRVW� QHJDWLYH� RXWFRPHV� IRU� FKLOGUHQ� DUH� QRW�PRQR�FDXVDO�EXW�FDQ�RQO\�EH�UHOLDEO\�OLQNHG�WR�WKH�RSHUDWLRQ�RI�VHYHUDO�IDFWRUV�RU�µLQSXWV¶���$�FOHDU�DVVRFLDWLRQ�EHWZHHQ�KRXVHKROG�SRYHUW\�DQG�D�ORZ�OHYHO�RI�FKLOG�ZHOO�EHLQJ� GRHV� QRW� PHDQ� WKDW�� LQ� HYHU\� FDVH�� PRUH� LQFRPH� UDLVHV� FKLOG� ZHOO�EHLQJ�� VXEVWDQFH� DEXVH�� QHLJKERXUKRRG� LQVHFXULW\�� FKURQLF� LQGHEWHGQHVV�� HWF���PD\� VHYHUHO\� OLPLW� WKH� DELOLW\� WR� WUDQVIRUP� DQ\� IHDVLEOH� LQFUHDVH� LQ� KRXVHKROG�LQFRPH�LQWR�JUHDWHU�FKLOG�ZHOO�EHLQJ�
x EHLQJ� H[SOLFLW� DERXW� WKH� SODFH� DFFRUGHG� IDPLO\� VWUXFWXUH�� � 7KH� IDPLO\� KDV�� WR� DFRQVLGHUDEOH� H[WHQW�� UH�HPHUJHG� DV� D� UHODWLYHO\� QHJOHFWHG� FRQWH[W� WR�XQGHUVWDQGLQJ� WKH� HIILFLHQF\� ZLWK� ZKLFK� DQ\� JLYHQ� OHYHO� RI� SXEOLF� RU� PRQHWDU\�LQSXW�WUDQVODWHV�LQWR�LPSURYHPHQWV�LQ�FKLOGUHQ¶V�OLYHV��1HJDWLYHO\��ODFN�RI�DWWHQWLRQ�WR�WKH�IDPLO\�PHDQV�WKDW�PXFK�LQYHVWPHQW�LQ�FKLOGUHQ�FDQ�EH�ZDVWHG�LI�WKHLU�IDPLO\�VLWXDWLRQV�DUH�QRW�DOVR�DGGUHVVHG���3RVLWLYHO\��DWWHQWLRQ�WR�WKH�IDPLO\�PHDQV�WKDW�VPDOO� LQYHVWPHQWV�FDQ�EULQJ�ELJ�UHWXUQV�ZKHUH�WKH\�DUH�HPSRZHULQJ�FRPSHWHQW��FRPPLWWHG�DQG�FRQFHUQHG�SDUHQWV��
x EHLQJ�DZDUH�RI�WKH�GHVLUDELOLW\�RI�LQFOXGLQJ�WKH�VXEMHFWLYH�H[SHULHQFHV�RI�FKLOGUHQ���$SSUHFLDWLQJ�WKH�IDFWRUV�WKDW�FRQWULEXWH�WR�KDSS\�FKLOGUHQ�LV�HYHU\�ELW�DV�FRPSOH[�DV�XQGHUVWDQGLQJ�ZKDW�PDNHV�IRU�KDSS\�DGXOWV��\HW�WKH�FKDOOHQJH�LV�WKHUH��� ,W� LV�QRW�DW DOO IDQFLIXO� WR�VXJJHVW�� IRU�H[DPSOH�� WKDW ³D�FKLOG¶V H[SHULHQFH�RI�D� ORYLQJ�UHODWLRQVKLS�EHWZHHQ� LWV�SDUHQWV� � DQG�QRW� MXVW�ZLWK� LWV�SDUHQWV� � PD\�FRQWULEXWH�PRUH�WR�LWV�ZHOO�EHLQJ�WKDQ DGGLWLRQDO�LQFRPH�RU�D�EHGURRP�RI�LWV�RZQ´�>0F.HRZQ�DQG�6ZHHQH\����������@��

�:KHQ��ZLGHO\�XVHG�RXWFRPH�PHDVXUHV��DUH�OLVWHG���LW�ZLOO�EH�QRWHG�WKDW�DW�SUHVHQW�IHZ�RI�WKHP�UHIOHFW�FKLOGUHQ¶V�RZQ�VXEMHFWLYH�H[SHULHQFH�RI�FKLOGKRRG�����3HUKDSV�WKH�JUHDWHVW FKDOOHQJH�RI�DOO� LV�WR�GHYHORS�DQ�DJUHHG�VHW�RI�VXEMHFWLYH�LQGLFDWRUV�ZKLFK� FDSWXUH� WKH� FKLOG¶V� H[SHULHQFH� DQG� WKHLU� RZQ� EHOLHIV� DQG� IHHOLQJV���>%UDGVKDZ�DQG�%DUQHV������@

�� )RU�H[DPSOH��LV�KDYLQJ�D�SDUHQW�LQ�HPSOR\PHQW�D�SRVLWLYH�LQGLFDWRU�RI�FKLOG�ZHOO�EHLQJ�EHFDXVH�LW��D��LPSURYHV� WKH� KRXVHKROG
V� HFRQRPLF� SRVLWLRQ� �DQ� LQSXW��� �E�� SURYLGHV� WKH� FKLOG�ZLWK� D� UROH�PRGHO� �DQ�RXWFRPH��� �F�� UDLVHV� WKH�SDUHQW
V�PRUDOH�DQG�LPSURYHV�WKHLU�SDUHQWLQJ��D�PHGLDWLQJ�IDFWRU�"� �$�VHFRQG�H[DPSOH��,V�EHLQJ�UHDUHG�E\�WZR�SDUHQWV�D�SRVLWLYH�LQGLFDWRU�RI�FKLOG�ZHOO�EHLQJ�EHFDXVH�LW��D��LQFUHDVHV�WKH� SRVVLELOLW\� RI� WKH� FKLOG� EHLQJ� HFRQRPLFDOO\� VHFXUH� �DQ� LQSXW��� �E�� SURYLGHV� WKH� FKLOG� ZLWK� UROH�PRGHOV� RI� GLIIHUHQW� JHQGHUV� DQG� LQFUHDVHG� HPRWLRQDO� VDWLVIDFWLRQ� �DQ� RXWFRPH��� �F�� LQFUHDVHV� WKH�OLNHOLKRRG�RI��JRRG�OHYHO�RI�SDUHQWDO�VXSHUYLVLRQ��D�PHGLDWLQJ�IDFWRU�"
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7DEOH��� &XUUHQW�,QWHUQDWLRQDO�3UDFWLFH�LQ�0RQLWRULQJ�&KLOG�:HOO�%HLQJ��&RPPRQ�DQG 8QFRPPRQ�,QGLFDWRUV
3RYHUW\ +HDOWK��SK\VLFDO� +HDOWK��PHQWDO� 6XEVWDQFH�PLVXVH &ULPH 7HHQDJH�IHUWLOLW\ (GXFDWLRQDO�RXWFRPHV&RPPRQ�LQGLFDWRUV����FKLOGUHQ�LQ�KRXVHKROGV�EHORZ�����PHDQ��PHGLDQ��KRXVHKROG�LQFRPH

��ORZ�RU�YHU\�ORZ�ELUWK�ZHLJKW��LQIDQW�PRUWDOLW\��DJH�VSHFLILF�PRUWDOLW\��FDXVH�VSHFLILF�PRUWDOLW\��DFFLGHQWV��WUDIILF�GHDWKV��KRPLFLGHV��VXLFLGHV�

��VXLFLGH�UDWH��E\�DJH��JHQGHU��UDFH���UHIHUUDOV�WR�PHQWDO�KHDOWK�VHUYLFHV
��DOFRKRO�XVH�LQ�ODVW�ZHHN����RU�PRUH�GULQNV�LQ�RQH�VHVVLRQ��µELQJH¶�GULQNLQJ���VPRNLQJ�FLJDUHWWHV��XVH�RI�PDULMXDQD��FULPH�ILJXUHV�UHODWHG�WR�PLVXVH�RI�GUXJV

��FULPHV�FRPPLWWHG�E\�FKLOGUHQ�DFFRUGLQJ�WR�RIILFLDO�VWDWLVWLFV��FRQWDFW�ZLWK�SROLFH�QRW�UHVXOWLQJ�LQ�SURVHFXWLRQ��FKLOGUHQ�DQG�\RXQJ�SHRSOH�DV�YLFWLPV�RI�FULPH��LQFOXGLQJ�UDSH��FKLOG�DEXVH�DQG�FKLOGPXUGHUV���UHSHDWHG�HVFDODWLQJ�FULPLQDO�EHKDYLRXU��YLROHQW�QRQYLROHQW�FULPHV��QXPEHUV�RI�FKLOGUHQ�DQG�\RXQJ�SHRSOH�LQ�FXVWRG\

��SHUFHQWDJH�RI�WKRVH�DJHG�������ZKR�DUH�VH[XDOO\�H[SHULHQFHG��SHUFHQWDJH�VH[XDOO\�DFWLYH�LQ�ODVW���PRQWKV��XVH�RI�FRQWUDFHSWLRQ�DW�ODVW�LQWHUFRXUVH��QXPEHU�RI�VH[XDO�SDUWQHUV�E\�DJH�����67'�UDWH�IRU�WKRVH�DJHG������

��UHDGLQJ�VFRUHV�DW�YDULRXV�DJHV��PDWKV�VFRUHV�DW�YDULRXV�DJHV��ZULWWHQ�ODQJXDJH�VFRUHV�DW�YDULRXV�DJHV���QHHGLQJ�WR�UHSHDW�D�\HDU���OHDYLQJ�ZLWK�QR�TXDOLILFDWLRQV���DFKLHYLQJ�VWDQGDUG�KLJK�VFKRRO��DJH�����TXDOLILFDWLRQ����SRVW�FRPSXOVRU\�HQUROPHQW8QFRPPRQ�LQGLFDWRUV����FKLOGUHQ�LQ�KRXVHKROGV�ZLWKRXW�DFFHVV�WR�SULYDWH�FDU����FKLOGUHQ�LQ�RYHUFURZGHG�KRXVHKROGV

��FKURQLF�KHDOWK�FRQGLWLRQ��HJ�HF]HPD��DVWKPD���GLVDELOLW\��OLPLWDWLRQ�RI�DFWLYLW\���RYHUZHLJKW��%0,���GHQWDO�FDULHV��UHJXODU�H[HUFLVH��KRVSLWDOLVDWLRQ�IRU�LQMXU\

�KRVSLWDOLVDWLRQ�UDWHV�IRU�VHOI�KDUP�VHOI�UHSRUWHG�VXLFLGDO�IHHOLQJV�DPRQJVW�\RXQJ�SHRSOH��FKLOG�\RXQJ�SHUVRQ�DVVHVVPHQW�RI�TXDOLW\�RI�SDUHQW�FKLOG�UHODWLRQVKLS�SV\FKRORJLFDO�ZHOO�EHLQJ�VFRUHV�DW�GLIIHUHQW�DJHV�VHOI�HVWHHP�PHDVXUHV

��DOFRKRO�XVH�VXEGLYLGHG�E\�ZKHWKHU�VSLULWV�RWKHU��H[SRVXUH�WR�GUXQN�GULYLQJ�E\�VHOI�RU�RWKHUV��XVH�RI�LQKDODQWV�KDOOXFLQRJHQV�FRFDLQH�SULFH�RI�FRPPRQ�LOOHJDO�GUXJV�ZKHWKHU�LQLWLDOO\�VXSSOLHG�IUHH��DWWLWXGHV�WRZDUGV�VPRNLQJ��DOFRKRO�DQG�LOOHJDO�VXEVWDQFHV��KRVSLWDOLVDWLRQV�UHODWHG�WR�PLVXVH�RI�GUXJV

�LQYROYHPHQW�LQ�EHKDYLRXU�OLNHO\�WR�OHDG�WR�FULPH��HJ�WUXDQF\��DVVRFLDWLRQ�ZLWK�WKRVH�ZKR�KDYH�DOUHDG\�FRPPLWWHG�FULPHV��VWD\LQJ�RXW�DOO�QLJKW�ZLWKRXW�SHUPLVVLRQ���EHKDYLRXU�E\�FKLOGUHQ�WRR�\RXQJ�WR�EH�FODVVLILHG�DV�FULPLQDO��DWWLWXGHV�WRZDUGV�FULPH��FDUU\LQJ�RI�ZHDSRQV��OHYHOV�RI�FULPLQDO�EHKDYLRXU�LQ�LPPHGLDWH�QHLJKERXUKRRG

��µVFKRRO�UHDGLQHVV¶�DW�DJH���RU����GHJUHH�RI�VFKRRO�KRPH�FRQWDFW��VFKRRO�H[FOXVLRQV����UHTXLULQJ�VSHFLDO�DVVLVWDQFH�DW�VFKRRO��WUXDQF\�UDWHV��VFLHQFH�VFRUHV�DW�YDULRXV�DJHV

6RXUFH��DGDSWHG�IURP�%UDGVKDZ�DQG�%DUQHV��������DQG�86�&KLOG�,QGLFDWRUV��ZZZ�FKLOGVWDWV�JRY�DF�����SRSW[W�DVS��
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BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB3DJH���$�6WXG\�IRU�WKH�&KLOGUHQ
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7DEOH��� 6RPH�(VWDEOLVKHG�0HGLDWLQJ�)DFWRUV�$IIHFWLQJ�D�&KLOG¶V�9XOQHUDELOLW\�WR�$GYHUVH�6RFLR�(FRQRPLF�&RQGLWLRQV
&RQMXQFWXUH 1HLJKERXUKRRG�FRQFHQWUDWLRQ +RXVHKROG�FRQFHQWUDWLRQ 1HWZRUNV��µ&RQQHFWHGQHVV¶� 3DUHQWLQJ�FXOWXUDO�UHVRXUFHV 8QLTXH�SHUVRQ�IDFWRUV��ULVN�RI�PRYLQJ�KRXVH�VFKRRO�LQ�DQ\�JLYHQ�\HDU��ULVN�RI�H[SHULHQFLQJ�SRYHUW\�IDPLO\�EUHDN�XS�LQ�DQ\�JLYHQ�\HDU�GXUDWLRQ�RU�UHSHDWHG�H[SHULHQFH�RI�SRYHUW\��XQHPSOR\PHQW�IDPLO\�W\SH

����RQ�VFKRRO�GLQQHUV�ORFDO�XQHPSOR\�PHQW��SRYHUW\�UDWHV�WHQXUH�SDWWHUQV�ORFDO�FULPH�UDWH�µQHLJKERXUKRRG�VWUHVV¶

�PXOWLSOH�ULVN�IDFWRUV�EHKDYLRXUV�QR�ZRUNLQJ�DGXOWV�LQ�KRXVHKROG
�FORVHQHVV��JHRJUDSKLFDO��HPRWLRQDO��WR�RWKHU�UHODWLYHV�OHYHO�RI�VRFLDO�FRQWDFW�DQG�VXSSRUW�IURP�QHLJKERXUV�VDWLVIDFWLRQ�ZLWK�DUHD�RI�UHVLGHQFH�PHPEHUVKLS RI�HJ�FKXUFK��37$��WUDGH�XQLRQ��VRFLDO�FOXEV�SDUHQW�LQ�ZRUN

�SDUHQW¶V�RZQ�IDPLO\�EDFNJURXQG�DV�D�FKLOG��IDPLO\�W\SH��XQHPSOR\PHQW��VRFLDO�FODVV��SDUHQWDO�OHYHO�RI�HGXFDWLRQ�DJH�RI�SDUHQW�ZKHQ�FKLOG�ERUQ�IDPLO\�W\SH�GHSUHVVLRQ�ZRUN�RULHQWDWLRQ�RI�PRWKHU�OHYHO�RI�LQYROYH�PHQW�E\�UHVLGHQW�IDWKHU��UHDGLQJ���OHYHO�RI�FRQWDFW�ZLWK�QRQ�UHVLGHQW�IDWKHU�SDUHQWLQJ�VW\OH��LJQRULQJ�RSHQ��DXWKRULWDULDQ��OHYHOV�RI�IDPLO\�FRQIOLFW�VHOI�DVVHVVHG�FRSLQJ�OHYHO�RI�PDLQ�FDUH�JLYLQJ�SDUHQW

�FKLOG¶V�RZQ�ORFXV�RI�FRQWURO��µFDQ�GR¶�IDFWRU��LWVHOI�KLJKO\�GHSHQGHQW�RQ�SDUHQWLQJ�VW\OH��HWF���LQWHOOLJHQFH

6RXUFH��DGDSWHG�IURP�%UDGVKDZ�DQG�%DUQHV��������
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����� 6XPPDU\�RI�.H\�3RLQWV
x (YLGHQFH� WKDW� FKLOGUHQ� LQ� SRRU� KRXVHKROGV� DUH� GLVSURSRUWLRQDWHO\� OLNHO\� WR�VXIIHU� IURP�DQ�XQMXVW� LQWUD�KRXVHKROG�GLVWULEXWLRQ�RI� LQFRPH�VWUHQJWKHQV� WKH�FDVH�IRU�LQYHVWLQJ�LQ�VHUYLFHV�LQ�NLQG�
x (YLGHQFH�WKDW�SDUHQWV�LQ� ORZ�LQFRPH�KRXVHKROGV�PLVV�WKHPVHOYHV�RXW� LQ�WKH�LQWUD�KRXVHKROG� GLVWULEXWLRQ� VWUHQJWKHQV� WKH� FDVH� IRU� LQFUHDVLQJ� LQFRPH�WUDQVIHUV��
x &DOFXODWLQJ� PHDQ�PHGLDQ� LQFRPH� IRU� ODUJH� IHGHUDO� VWDWHV� RU� UHJLRQV�H[DJJHUDWHV� FKLOG� SRYHUW\� LQ� VWDWHV� DQG� FRXQWULHV� ZKHUH� PHDQ�PHGLDQ�LQFRPHV�DUH�ORZHU��
x $� VWHDG\� RU� HYHQ� ULVLQJ� FKLOG� SRYHUW\� UDWH� PD\� FRQFHDO� D� VXEVWDQWLDO�LPSURYHPHQW�LQ�UHGXFLQJ�WKH�LQWHQVLW\�RI�SRYHUW\��DQG�YLFH�YHUVD�
x &RXQWULHV� GLIIHU� LQ� WKH� H[WHQW� WR� ZKLFK� SXEOLF� DQG� WDUJHWHG� LQYHVWPHQW� LQ�VHUYLFHV� IRU�FKLOGUHQ� LQ� ORZ�LQFRPH�KRXVHKROGV�KDV� WDNHQ�SODFH�SUHFLVHO\� WR�HQVXUH�WKDW�WKHLU�ILQDQFLDO�VLWXDWLRQ�GRHV�QRW OLPLW�WKHLU�DFFHVV�WR�YLWDO�VXSSRUWV��LQ�KHDOWK��VFKRROLQJ��HWF���
x 7KH�FRQFHSW�RI�ZHOO�EHLQJ�FRQWH[WXDOLVHV�DQG�UHODWLYLVHV�PRQH\�LQFRPH�DV�D�PHDQLQJIXO�FULWHULRQ�RI�WKH�TXDOLW\�RI�FKLOGUHQ¶V�OLYHV�
x 7KH� FRQFHSW� RI� ZHOO�EHLQJ� FRPSOHPHQWV� WKH� XUJHQF\� RI� GHDOLQJ� ZLWK� FKLOG�LQFRPH�SRYHUW\� LQ� VR� IDU�DV� WKH�FRQWULEXWLRQ�ZKLFK�DGGLWLRQDO� LQFRPH� LQ� ORZ�LQFRPH�KRXVHKROGV�PDNHV� WR�D�EURDG�UDQJH�RI�FKLOGUHQ¶V�RXWFRPHV��KHDOWK��HGXFDWLRQDO�DWWDLQPHQW��HWF���LV�PDGH�H[SOLFLW�
x 2QFH�FKLOGUHQ¶V� LQFRPHV�ULVH�DERYH�D�FHUWDLQ�WKUHVKROG��WKH�FRQFHSW�RI�ZHOO�EHLQJ� VWUHQJWKHQV� WKH� FDVH� WKDW� DWWHQWLRQ� VKRXOG� IRFXV� OHVV� RQ� GLVSRVDEOH�LQFRPH� DQG� PRUH� RQ� SXEOLF� LQYHVWPHQW� LQ� DPHQLWLHV� IURP� ZKLFK� FKLOGUHQ�EHQHILW��
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&KDSWHU�7KUHH�7KH�&RQWULEXWLRQV�RI�6SHFLILF�3ROLFLHV�WR�5HGXFLQJ�&KLOG�,QFRPH�3RYHUW\�LQ�5LFK�&RXQWULHV
&KLOG� SRYHUW\� LV� QRW� DQ� LQHYLWDEOH� UHVXOW� RI� JOREDO� HFRQRPLF� SUHVVXUHV� RU�GHPRJUDSKLF� WUDQVLWLRQV�� *RYHUQPHQWV� FDQ� DQG� GR� WDNH� VWHSV� WKDW� DUH�UHPDUNDEO\�VXFFHVVIXO�LQ�FRXQWHUDFWLQJ�FKLOG�SRYHUW\���>%UDGVKDZ������@

7KH� GLIIHUHQW� DFKLHYHPHQWV� DQG� WUDFN� UHFRUGV� RI� ULFK� FRXQWULHV� LQ� UHGXFLQJ� FKLOG�SRYHUW\�DUH�D�FRQVHTXHQFH�RI�GLIIHUHQW�SROLF\�PL[HV��GLIIHUHQW�SURJUDPPH�GHVLJQV��DQG�GLIIHUHQFHV�LQ�WKH�OHYHOV�RI�UHVRXUFHV�GHYRWHG�WR�LPSOHPHQWLQJ�WKHP��7KHUH�LV�QR�VLQJOH SDWK� QRU� RQH� µJROGHQ� SROLF\¶� ZKLFK� LV� VHHQ� WR� EH� UHVSRQVLEOH� IRU� WKH� EHVW�FRXQWU\�SHUIRUPDQFHV���5DWKHU��WKH�FRXQWULHV�WKDW�DUH�PRVW�VXFFHVVIXO�LQ�DWWDLQLQJ�ORZ�OHYHOV� RI� FKLOG� SRYHUW\� DQG� PHHWLQJ� WKH� WKUHDWV� WKDW� FRQWHPSRUDU\� VRFLDO� DQG�HFRQRPLF�GHYHORSPHQWV�SRVH�WR�FKLOGUHQ¶V�LQFRPHV�W\SLFDOO\�KDYH�VHYHUDO SROLFLHV�LQ�SODFH� WKDW� DUH� FROOHFWLYHO\� FRYHULQJ� WKH� GLYHUVLW\� RI� VLWXDWLRQV� LQ�ZKLFK� FKLOGUHQ� DUH�EHLQJ� UHDUHG�� � )XUWKHUPRUH�� WKH� UHVRXUFHV� EHLQJ� FRPPLWWHG� WR� WKHVH� VHYHUDO�FRPSOHPHQWDU\�SROLFLHV�PXVW��LQ�DJJUHJDWH��UHDFK�DQ�DGHTXDWH�OHYHO���7KH�FRXQWULHV�ZRXOG�QRW�EH�VXFFHVVIXO�LQ�KDYLQJ�ORZ�FKLOG�SRYHUW\�UDWHV�XQOHVV�WKHVH�WZR�FRQGLWLRQV�ZHUH�PHW���
7KLV�FKDSWHU��WKHQ�� LV�RUJDQLVHG�DURXQG�WKH�VXJJHVWLRQ�WKDW�IRXU�LQWHUPHGLDWH�SROLF\�REMHFWLYHV�FRQVWLWXWH��DV�LW�ZHUH��WKH�EDVLF�DUFKLWHFWXUH�RI�D�FRPSUHKHQVLYH�VWUDWHJ\�IRU� HOLPLQDWLQJ� FKLOG� LQFRPH� SRYHUW\�� ,Q� LGHQWLI\LQJ� DQG� GLVFXVVLQJ� HDFK� RI� WKHVH�REMHFWLYHV��WKH�PRUH�LPSRUWDQW�SROLFLHV�IURP�ZKLFK�FKLOGUHQ¶V�LQFRPHV�KDYH��EHQHILWHG�LQ�ULFK�FRXQWULHV� DQG�WKH�SROLF\�RPLVVLRQV�IRU�ZKLFK�FKLOGUHQ�KDYH�SDLG�WKH�SULFH�RI�D�KLJK�� RU� ULVLQJ�� SRYHUW\� ULVN� DUH� SUHVHQWHG� EHORZ�� � 7KH� IRXU� LQWHUPHGLDWH� SROLF\�REMHFWLYHV�DUH��
�� 0D[LPLVLQJ�SDUHQWDO�HPSOR\PHQW�DQG�HDUQLQJV����� 6XEVLGLVLQJ�SDUHQWLQJ���� $GHTXDWHO\�SURWHFWLQJ�RQH�SDUHQW�KRXVHKROGV���� $GHTXDWHO\�SURWHFWLQJ�WKH�OLYLQJ�VWDQGDUGV�RI�µZRUN�SRRU¶�KRXVHKROGV��
��� 0D[LPLVLQJ�3DUHQWDO�(PSOR\PHQW�DQG�(DUQLQJV
,W�VWDQGV�WR�UHDVRQ�WKDW�WKH�PRUH�VXFFHVVIXO�SDUHQWV�DUH�LQ�HDUQLQJ��WKH�IHZHU�SXEOLF�UHVRXUFHV�ZLOO�EH�QHHGHG� WR�HOLPLQDWH�FKLOG�SRYHUW\�� �$�VWXG\�RI� WKH�VRXUFHV�RI� WKH�LQFRPH�FRPLQJ�LQWR�WKH�KRXVHKROGV�RI�WKH�SRRUHVW����SHU�FHQW�RI�FKLOGUHQ�LQ�GLIIHUHQW�FRXQWULHV� >%UDGEXU\� DQG� -lQWWL�� ������ ��@� UHYHDOV� WKDW� WKH� GHJUHH� RI� UHOLDQFH� RQ�PDUNHW� LQFRPH�YDULHV�HQRUPRXVO\���)RU�H[DPSOH��,UHODQG�DQG�WKH�1HWKHUODQGV�ZHUH�IRXQG�WR�EH�SURYLGLQJ�SXEOLF�WUDQVIHUV�SHU�FKLOG�RI�DSSUR[LPDWHO\�WKH�VDPH�DPRXQW��LQ�WKH�'XWFK�FDVH��KRZHYHU��SXEOLF�WUDQVIHUV�ZHUH�VXSSOHPHQWLQJ�D�PDUNHW�LQFRPH�SHU�FKLOG� QHDUO\� WKUHH� DQG� D� KDOI� WLPHV� JUHDWHU�� � 7KLV�� FOHDUO\�� JRHV� D� ORQJ� ZD\� WR�H[SODLQLQJ�ZK\� WKH� FKLOG� SRYHUW\� UDWH� LQ� WKH�1HWKHUODQGV�ZDV� ORZHU� WKDQ� LQ� ,UHODQG��������DV�DJDLQVW�������LQ�WKH�\HDUV�WR�ZKLFK�WKH�GDWD�DSSO\���
,Q�IDFW��,UHODQG�DQG�WKH�1HWKHUODQGV�DUH��LQ�WKLV�UHJDUG��JRRG�H[DPSOHV�RI�WKH�(QJOLVK�VSHDNLQJ�DQG�WKH�FRQWLQHQWDO�(XURSHDQ�ZRUOGV�UHVSHFWLYHO\��
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7KH� (QJOLVK�VSHDNLQJ� FRXQWULHV� RWKHU� WKDQ� WKH� 86�� DOO� RI� ZKLFK� KDYH� IDLUO\�KLJK�SRYHUW\�UDWHV����DFWXDOO\�KDYH�D�KLJK�OHYHO�RI�VRFLDO�WUDQVIHUV JRLQJ�WR�WKHLU�PRVW� GLVDGYDQWDJHG� FKLOGUHQ�� «�)RU� H[DPSOH�� 7UDQVIHUV� SHU� FKLOG� LQ� WKH�ORZHVW�TXLQWLOH�JURXS�DUH�DERXW�DV�ODUJH�LQ�$XVWUDOLD�DQG�WKH�8.��FKLOG�SRYHUW\�UDWHV�RI�����DQG������DV� WKH\�DUH� LQ�6ZHGHQ�DQG�'HQPDUN� �FKLOG�SRYHUW\�UDWHV� RI� ����� DQG� ������ «� ,Q� WKH� (QJOLVK�VSHDNLQJ� FRXQWULHV�� ZLWK� WKH�SURPLQHQW�H[FHSWLRQ�RI�WKH�86��VRFLDO�WUDQVIHUV�WR�WKH�IDPLOLHV�RI�WKH�SRRUHVW�RQH�ILIWK�RI�FKLOGUHQ�DUH�TXLWH�VXEVWDQWLDO�� � ,QVWHDG�� WKH� UHDVRQ� IRU� WKHLU�KLJK�OHYHO�RI�FKLOG�SRYHUW\�OLHV�LQ�WKH�ORZ�OHYHOV�RI�PDUNHW LQFRPHV�UHFHLYHG�E\�WKH�PRVW�GLVDGYDQWDJHG�IDPLOLHV���>%UDGEXU\�DQG�-lQWWL�������������,WDOLFV�DGGHG@
7KH�K\SRWKHVLV�KDV�WR�EH�WKDW��WKH�PRUH�HIIHFWLYHO\�D�FRXQWU\¶V�SRRUHVW�SDUHQWV�DUH�DWWDFKHG�WR� WKH�ODERXU�PDUNHW��WKH�OHVV�QHHG�WKHUH�LV�IRU�VWDWH�LQWHUYHQWLRQ��DQG WKH�YROXPH�RI�VWDWH�UHVRXUFHV�QHHGHG�WR�UDLVH�FKLOGUHQ�RXW�RI�SRYHUW\�FDQ�EH�VPDOOHU��,Q�RWKHU�ZRUGV��WKH�PRUH�SDUHQWV�DUH�LQ�SDLG�HPSOR\PHQW��WKH�ORZHU�ZLOO�EH�WKH�UDWH�DQG�LQWHQVLW\�RI�FKLOG�SRYHUW\�IRU�DQ\�JLYHQ�OHYHO�RI�SXEOLF�UHVRXUFHV���,Q�WXUQ��WKHUH�DUH�WZR�LQWHUUHODWHG�DVSHFWV�WR�LQFUHDVLQJ�SDUHQWDO�HDUQLQJV�LQ�SRRU�KRXVHKROGV�ZKHUH�WKHUH�DUH�FKLOGUHQ�

x HQFRXUDJLQJ�SDUHQWV�RQ�ZHOIDUH�WR�WDNH�HPSOR\PHQW��x LQFUHDVLQJ�WKH�ILQDQFLDO�UHWXUQV�WR�SDUHQWV�LQ�ORZ�SDLG�HPSOR\PHQW���
7KLV�LV�WKH�WKHRU\���1RW�VXUSULVLQJO\�LW�LV�(QJOLVK�VSHDNLQJ�FRXQWULHV�ZKLFK�SURYLGH�WKH�EHVW�H[DPSOHV�RI�ZKDW�KDSSHQV�LQ�SUDFWLFH��DQG�RI�WKH�EHQHILWV�DQG�SLWIDOOV�ZKHQ�WKLV�DSSURDFK�LV�UHVROXWHO\�WDNHQ���$PHULFDQ�DQG�%ULWLVK�SURJUDPPHV�ZLOO�EH�UHYLHZHG�LQ�WXUQ�
�������(YDOXDWLRQ�RI�$PHULFDQ�SROLFLHV�LQ�WKH�����V
7KHUH�KDV�EHHQ�D�PDMRU� UHGXFWLRQ� LQ�FKLOG�SRYHUW\� LQ� WKH�86�GXULQJ�WKH�����V�DQG�VXEVWDQWLDO� FUHGLW� IRU� WKLV� LV� JLYHQ� WR� WKH� (DUQHG� ,QFRPH� 7D[� &UHGLW� �(,7&��� D�SURJUDPPH�ZKLFK�VXSSOHPHQWV�WKH�HDUQLQJV�RI�ORZ�SDLG�ZRUNHUV���)LUVW�ZH�GRFXPHQW�WKH�VFDOH�RI�WKH�LQFUHDVH�LQ�ODERXU�PDUNHW�SDUWLFLSDWLRQ�ZKLFK�KDV�EHHQ�UHFRUGHG�IRU�ORZ�VNLOOHG� SDUHQWV�� WKHQ� ZH� H[DPLQH� ZKDW� LV� LQYROYHG� LQ� FODULI\LQJ� WKH� SDUWLFXODU�FRQWULEXWLRQ�RI�WKH�(,7&�WR�WKHVH�LPSURYHPHQWV�DQG�ORRN�LQ�VRPH�GHSWK�DW�D�VHOHFWHG�VWXG\��ILQDOO\��ZH�LQTXLUH�LQWR�WKH�VLJQLILFDQFH�DQG�VROLGLW\�RI�ZKDW�WKH�(,7&�� DQG�WKH�RYHUDOO�HPSKDVLV�RQ�SDUHQWV�DV�ZRUNHUV�� KDV�DFKLHYHG�
$PHULFDQ�VXFFHVVHV��%HWZHHQ� ����� DQG� ������ WKH� FKLOG� SRYHUW\� UDWH� LQ� WKH� 86� IHOO� E\� ���� SHUFHQWDJH�SRLQWV�WR�MXVW�XQGHU������LWV�ORZHVW�OHYHO�VLQFH��������:KLOH�WKH������HQG�SRLQW�LV�VWLOO�KLJK� E\� QRUWKHUQ� (XURSHDQ� VWDQGDUGV�� WKH� VSHHG� DQG� VFDOH� RI� WKH� UHGXFWLRQ� LV�QRWHZRUWK\���,W�LV�XQDPELJXRXVO\�DVVRFLDWHG�ZLWK�DQ�LQFUHDVH�LQ�SDUHQWDO�HDUQLQJV� RQ�WKH�SDUW�RI�ORQH�SDUHQWV�LQ�SDUWLFXODU���)RU�H[DPSOH��LQ�D�FRXQWU\�ZKHUH�VRPH�����RI�DOO� FKLOGUHQ�DUH�EHLQJ� UHDUHG�E\� WKHLU�PRWKHU�RQO\�� WKH�SHUFHQWDJH�RI� IHPDOH�VLQJOH�SDUHQWV� LQ� HPSOR\PHQW� URVH� IURP� ������ LQ� ����� WR� ������ LQ� ������ ZKLOH� WKH�SHUFHQWDJH�RQ�ZHOIDUH�IHOO�IURP�����WR�XQGHU�������
�� 7KHVH� DUH� SUHVHQWHG� DW� OHQJWK� LQ� 7KH� $QQXDO� 5HSRUW� RI� WKH� &RXQFLO� RI� (FRQRPLF� $GYLVHUV��DFFRPSDQ\LQJ� WKH� (FRQRPLF� 5HSRUW� RI� WKH� 3UHVLGHQW� WUDQVPLWWHG� WR� &RQJUHVV�� -DQXDU\� ������SDUWLFXODUO\�LWV�FKDSWHU����³/LYLQJ�LQ�WKH�1HZ�(FRQRP\´�
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7ZR� H[SHULHQFHG� SRYHUW\� UHVHDUFKHUV� LQ� WKH� 86� GUDZ� DWWHQWLRQ� WR� WKH� QHZ�HPSOR\PHQW RULHQWDWLRQ�IURP�ZKLFK�FKLOGUHQ�KDYH� EHQHILWHG���5HEHFFD� %ODQN��������VSHDNV�RI�³D�UHPDUNDEOH�FKDQJH�LQ�WKH�EHKDYLRXU�RI�$PHULFD¶V�ORZ�LQFRPH�IDPLOLHV´�DQG� SRLQWV� RXW� WKDW�� E\� ������ QHYHU�PDUULHG� RU� GLYRUFHG�VHSDUDWHG� \RXQJ�PRWKHUV�ZHUH� PXFK� PRUH� OLNHO\� WR� EH� HLWKHU� LQ� ZRUN� RU� DW� VFKRRO� WKDQ� WKHLU� PDUULHG�FRXQWHUSDUWV��'DYLG�(OOZRRG��������UHLQIRUFHV�WKLV�REVHUYDWLRQ�E\�QRWLQJ WKDW��LQ�WKH�FDVH�RI�VLQJOH�PRWKHUV�LQ�WKH�86��LW� LV�DPRQJ�WKRVH�ZLWK�WKH�ORZHVW�SUHGLFWHG�ZDJH�UDWHV�ZKHUH� WKH�VZLQJ� IURP�QRQ�HPSOR\PHQW� WR� MRE�KROGLQJ�KDV�EHHQ� WKH�JUHDWHVW���7KH� HPSOR\PHQW� UDWH� RI� VLQJOH� PRWKHUV� ZLWK� WKH� ORZHVW� SUHGLFWHG� ZDJHV� �ERWWRP�TXDUWLOH��MXPSHG�IURP�DURXQG�����LQ�WKH�����V�WR�VRPH�����E\�������D�PXFK�PRUH�VXEVWDQWLDO�KLNH�WKDQ�RFFXUUHG�IRU�PRUH�VNLOOHG�DQG�EHWWHU�SDLG�ZRPHQ�
7KHUH�DUH�WKUHH�SRZHUIXO�DQG�PXWXDOO\�UHLQIRUFLQJ�VHWV�RI�LQIOXHQFHV�WR�EH�WDNHQ�LQWR�DFFRXQW�LQ�H[SODLQLQJ�WKHVH�SRVLWLYH�GHYHORSPHQWV�LQ�WKH�86�GXULQJ�WKH�����V��
��� 7KH� ORQJHVW� HFRQRPLF� H[SDQVLRQ� LQ� 86� KLVWRU\� EHJDQ� LQ� 0DUFK� ����� DQG�FRQWLQXHG�ZLWKRXW� LQWHUUXSWLRQ� LQWR� WKH�\HDU�������6WURQJ�HPSOR\PHQW�FUHDWLRQ�ZDV�DVVRFLDWHG�WKURXJKRXW�ZLWK�WKLV�H[SDQVLRQ���
���:HOIDUH�WR�ZRUN� UHIRUPV�ZHUH� FRQVROLGDWHG� LQ�������ZKHQ�EL�SDUWLVDQ� OHJLVODWLRQ��UHSODFHG�$PHULFD¶V�ROGHVW�DQG�ODUJHVW�VRFLDO�DVVLVWDQFH�SURJUDPPH��$LG�WR�)DPLOLHV�ZLWK�'HSHQGHQW�&KLOGUHQ�� $)'&��ZLWK� D� QHZ�RQH� FDOOHG�7HPSRUDU\�$VVLVWDQFH� IRU�1HHG\�)DPLOLHV� �7$1)���� 7KURXJKRXW� WKH�����V�� LQFRPH�VXSSRUW� IRU�KHDOWK\�QRQ�HPSOR\HG� SDUHQWV� EHFDPH�PRUH� GLIILFXOW� WR� DFFHVV� DQG� OHVV� JHQHURXV� DQG� LW� ZDV�FOHDUO\� VLJQDOOHG� WKDW� ZRUN� ZDV� H[SHFWHG� RI� WKHP�� $Q� XQLQWHQGHG� FDVXDOW\� RI� WKLV�JURZLQJ�SDUVLPRQ\� WRZDUGV WKH�DEOH�ERGLHG�SRRU�KDV�EHHQ�D�SUHFLSLWRXV�GHFOLQH� LQ�WKH�WDNH�XS�RI�IRRG�VWDPSV��,W� LV�HVWLPDWHG�WKDW�RQO\�����RI�WKH�FKLOGUHQ�LQ�H[WUHPH�SRYHUW\�� L�H�� LQ� IDPLOLHV�ZLWK� OHVV� WKDQ�����RI� WKH�SRYHUW\ OLQH��ZHUH� UHFHLYLQJ� IRRG�VWDPSV�LQ�������GRZQ�IURP���� LQ�������
��� $� YDULHW\� RI� PHDVXUHV� ZHUH� HQDFWHG� WR� UDLVH� WKH� OLYLQJ� VWDQGDUGV� RI� ZRUNHUV��SDUWLFXODUO\�SDUHQWV��ZLWK�ORZ�HDUQLQJV��3ULGH�RI�SODFH�JRHV�WR�WKH�(,7&���7KRXJK�ILUVW�LQWURGXFHG�LQ�WKH�PLG�����V��WKLV�SURJUDPPH�ZDV�VXEVWDQWLDOO\�H[SDQGHG�GXULQJ�WKH�����V�DQG�PDGH�SDUWLFXODUO\�DWWUDFWLYH�WR�ORZ�SDLG�ZRUNHUV�ZLWK�WZR�RU�PRUH�FKLOGUHQ�IURP������RQ�� �%\������� WKH�SURJUDPPH�ZDV�FRVWLQJ�WKH�)HGHUDO�*RYHUQPHQW�����ELOOLRQ��QHDUO\�DV�PXFK�DV�)HGHUDO�RXWOD\V�RQ�WKH�7$1)�DQG�IRRG�VWDPS�SURJUDPPHV�FRPELQHG���,W�ZDV�HVWLPDWHG�WR�EH�UHVSRQVLEOH�IRU�OLIWLQJ�����PLOOLRQ�LQGLYLGXDOV�RXW�RI�SRYHUW\�LQ�������RI�ZKRP�����PLOOLRQ�ZHUH�FKLOGUHQ��� 7KDW�PHDQV�VRPH������RI�DOO$PHULFD¶V�FKLOGUHQ�ZHUH�EHLQJ�NHSW� IURP�SRYHUW\� LQ������WKDQNV�WR� WKH�(,7&�� �7KLV�PDNHV� LW�� E\� IDU�� WKH� VLQJOH�PRVW� LPSRUWDQW� JRYHUQPHQW� SURJUDPPH� IRU� $PHULFD¶V�SRRU� FKLOGUHQ�� SDUWLFXODUO\� LQ� WKH�6RXWK�ZKHUH�ZDJHV� DUH� ORZ� DQG� DPRQJ�+LVSDQLF�DQG�%ODFN�IDPLOLHV���7KH�SDUDPHWHUV�DQG�GHVLJQ�RI�WKLV�SURJUDPPH��DQG�LWV�HYROXWLRQ�GXULQJ�WKH�����V��DUH�JLYHQ�LQ�DQ�$SSHQGL[�WR�WKLV�VHFWLRQ���2I�SDUWLFXODU�QRWH�LV�WKH�
�� 7KH�ELSDUWLVDQ�3HUVRQDO�5HVSRQVLELOLW\�DQG�:RUN�2SSRUWXQLW\�5HFRQFLOLDWLRQ�$FW�VLJQHG�E\�WKH�3UHVLGHQW�LQ������UHSODFHG�$)'&�ZLWK�7$1)��7$1)�ZDV�GHVLJQHG�WR SURYLGH�QHHG\�IDPLOLHV�ZLWK�WHPSRUDU\�DVVLVWDQFH��HVWDEOLVKHG�WLPH�OLPLWV�IRU�UHFHLYLQJ�ZHOIDUH�EHQHILWV��DQG�VKLIWHG�WKH�HPSKDVLV�IURP�VLPSO\�SURYLGLQJ�DVVLVWDQFH�WR�KHOSLQJ�IDPLOLHV�OHDYH�ZHOIDUH�DQG�HQWHU�WKH�ODERXU�PDUNHW���7$1)�GLIIHUV�IURP�WKH�$)'&�SURJUDP�LQ�WKUHH�IXQGDPHQWDO�ZD\V���L��LW�JDYH�6WDWHV�PXFK�PRUH�GLVFUHWLRQ�LQ�XVLQJ�)HGHUDO�IXQGV���LL��WKH�QHZ�V\VWHP�LPSRVHG�WLPH�OLPLWV�DQG�ZRUN�UHTXLUHPHQWV�RQ�ZHOIDUH�UHFLSLHQWV���LLL��6WDWHV�ZHUH�JLYHQ�WKH�IUHHGRP�WR�WDLORU�WKH�SDUDPHWHUV�RI�WKHLU�SURJUDPPH�WR�VXLW�WKH�QHHGV�RI�WKHLU�SRSXODWLRQV��� 7KH�$QQXDO�5HSRUW�RI�WKH�&RXQFLO�RI�(FRQRPLF�$GYLVHUV��8QLWHG�6WDWHV�&RQJUHVV��-DQXDU\������
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LQWURGXFWLRQ�RI�D�KLJKHU�VXEVLG\�IRU�ZRUNHUV�ZLWK�WZR�RU�PRUH�FKLOGUHQ�LQ������DQG�WKH�IXUWKHU�SULRULW\�JLYHQ�WR�WKHVH�IDPLOLHV�LQ�VXEVHTXHQW�H[SDQVLRQV�RI�WKH�SURJUDPPH��
2WKHU�LPSRUWDQW�PHDVXUHV�KDYH�VXSSRUWHG�WKH�(,7&�LQ�PDNLQJ�WKH�KROGLQJ�RI�D�ORZ�SD\LQJ� MRE�PRUH� ILQDQFLDOO\� UHZDUGLQJ� IRU� ORZ�VNLOOHG�SDUHQWV�� �$�GHFOLQH� LQ� WKH� UHDO�YDOXH�RI�WKH�PLQLPXP�ZDJH�ZDV�KDOWHG�LQ�������LW�KDG�IDOOHQ�WR�����RI�LWV������SHDN�YDOXH�� DQG� LW� EHJDQ� WR� UHFRYHU� VRPH�RI� LWV� ORVW�JURXQG� �WR� UHDFK�����RI� WKH������YDOXH� E\� ������� ,Q� DGGLWLRQ�� WKHUH� KDV� EHHQ� D JURZLQJ� SXEOLF� LQYHVWPHQW� LQ� WKH�SURYLVLRQ� RI� FKLOGFDUH� IDFLOLWLHV� WR� VXSSRUW� VRFLDOO\� GLVDGYDQWDJHG� ZRUNLQJ� SDUHQWV��DQG�SXEOLF�KHDOWK�LQVXUDQFH�FRYHUDJH��ZKLFK�XVHG�WR�EH�PRUH�ZLGHO\�DYDLODEOH�ZKHQ�SHRSOH�ZHUH�GHSHQGHQW�RQ�ZHOIDUH�WKDQ�LI�WKH\�ZHUH�HDUQLQJ��KDV�EHHQ�H[WHQGHG�WR�FRYHU�ORZ�SDLG�ZRUNHUV�
7KH� FXPXODWLYH� HIIHFW� RI� WKHVH� FKDQJHV� KDV� EHHQ� VXEVWDQWLDO�� %ODQN� �������FDOFXODWHV� WKDW� WKH� FRPELQHG� HIIHFW� RI� VXFFHVVLYH� LPSURYHPHQWV� WR� WKH� PLQLPXP�ZDJH�DQG� WKH�(,7&�UDLVHG�WKH�UHDO�HDUQLQJV�RI�D�VLQJOH�PRWKHU�ZRUNLQJ�IXOO�WLPH�DW�WKH�PLQLPXP�ZDJH�E\��������LI�RQH�FKLOG��DQG��������LI�WZR�FKLOGUHQ��EHWZHHQ������DQG������� �(OOZRRG� ������� FRPSDUHV� WKH�VLWXDWLRQ� IDFLQJ�D�VLQJOH�PRWKHU�ZLWK� WZR�FKLOGUHQ�ZKR�OHIW�ZHOIDUH�IRU�D�IXOO�WLPH�MRE�DW�WKH�PLQLPXP�ZDJH�LQ������ZLWK�WKDW�LQ��������,Q�������KH�HVWLPDWHV�VKH�JDLQHG��������GROODUV�EXW�ORVW�KHDOWK�LQVXUDQFH�IRU�KHUVHOI� DQG�KHU� FKLOGUHQ�� LQ� ������ VKH�JDLQHG��������GROODUV� �FRQVWDQW� SULFHV��DQG�UHWDLQHG�KHDOWK�LQVXUDQFH�IRU�KHU�FKLOGUHQ��
7KHVH�JDLQV�E\�ORZ�HDUQLQJ�SDUHQWV�DUH�VXEVWDQWLDO��DQG�LW�LV�FOHDU�WKDW�PDQ\�SDUHQWV�KDYH�EHHQ�UHVSRQGLQJ�DQG�WDNLQJ�HPSOR\PHQW�� �+RZHYHU�� WKH�H[WHQW�RI� WKH�JURXQG�WKDW� ORZ�VNLOOHG� ZRUNHUV� KDYH� WR� PDNH� XS� LQ� WKH� 86� ODERXU� PDUNHW� UHPDLQV�VXEVWDQWLDO��DQ�LVVXH�ZKLFK�ZLOO�EH�H[DPLQHG�IXUWKHU�EHORZ��
7KH�(,7&�XQGHU�WKH�PLFURVFRSH$�SDUWLFXODUO\�GHWDLOHG�DQG�FDUHIXO�FDVH�VWXG\�RI�WKH�(,7&�LQ�DFWLRQ�LV�WKDW�E\�+RW]�HW�DO����������7KH\�VHW�RXW�WR�VWXG\�D�VLWXDWLRQ�ZKHUH�HPSOR\PHQW�UDWHV�RQ�WKH�SDUW�RI�&DOLIRUQLD¶V��ZHOIDUH��UHFLSLHQWV��KDG�ULVHQ��PDUNHGO\��RYHU�WKH�SHULRG�����������EXW�LW
7DEOH��� 7KH�,PSDFW�RQ�(PSOR\PHQW�5DWHV�RI�&DOLIRUQLDQ�:HOIDUH�5HFLSLHQWV�RI��D��WKH�(,7&��E��WKH�&DOLIRUQLD�:RUN�3D\V�'HPRQVWUDWLRQ�3URMHFW��&:3'3�������������
<HDU %\�KRZ�PDQ\�SHUFHQWDJH�SRLQWV�GLG�WKH�(,7&�UDLVH�WKH�HPSOR\PHQW�UDWH�RI�ZHOIDUH�UHFLSLHQWV"��

%\�KRZ�PDQ\�SHUFHQWDJH�SRLQWV�GLG�SDUWLFLSDWLRQ�LQ�WKH�&:3'3�UDLVH�WKH�HPSOR\PHQW�UDWH�RI�ZHOIDUH�UHFLSLHQWV"��
���� ������� ��� ������� ��� ������� ��� ������� ��� ������� ��� ���6RXUFH��7DEOH����+RW]�HW�DO��������
1RWHV������ 7KH�EXVLQHVV�F\FOH�DQG�FRQGLWLRQV�LQ�WKH�ORFDO�ODERXU�PDUNHW�DUH�FRQWUROOHG�IRU��� 7KHVH�DUH�FDOFXODWHG�E\�FRPSDULQJ� WKH�HPSOR\PHQW� UDWHV�RI�ZHOIDUH� UHFLSLHQWV�ZLWK� WZR�RU�PRUH�FKLOGUHQ��ZKRP�WKH�(,7&�EHJDQ�WR�SULYLOHJH�DIWHU�������ZLWK�WKRVH�RI�UHFLSLHQWV�ZLWK�RQH�FKLOG��� 7KHVH�DUH�FDOFXODWHG�E\�FRPSDULQJ� WKH�HPSOR\PHQW� UDWHV�RI� WKH�ZHOIDUH� UHFLSLHQWV� IRUZKRP�WKH�VWDWH�RI�&DOLIRUQLD�FKDQJHG�WKH�$)'&�UXOHV�LQ������ZLWK�WKH�HPSOR\PHQW�UDWHV�RI�WKRVH�IRU�ZKRP�WKH�UXOHV�ZHUH�QRW�FKDQJHG��WKH�µFRQWURO�JURXS¶��
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ZDV�XQFOHDU�KRZ�PXFK�RI�WKLV�ZDV�GXH�WR�WKH�(,7&��WR�ZHOIDUH�WR�ZRUN�UHIRUPV��RU�WR�EXR\DQW� HFRQRPLF� FRQGLWLRQV� JHQHUDOO\�� 7KHLU� SULQFLSDO� ILQGLQJV� DUH� FOHDU�� � 7R� WKH�(,7&� WKHUH�FDQ�EH�DWWULEXWHG�D�VLJQLILFDQW�HIIHFW� LQ� UDLVLQJ� WKH�HPSOR\PHQW�UDWHV�RI�&DOLIRUQLDQ�IDPLOLHV�RQ�ZHOIDUH�RYHU�DQG�DERYH�ZKDW�ZRXOG�RWKHUZLVH�KDYH�KDSSHQHG��EHFDXVH�RI�HFRQRPLF FRQGLWLRQV�DQG�ZHOIDUH�UHIRUP�PHDVXUHV��
$V� 7DEOH� ��� VKRZV�� LQ� ����� DQG� ������ WKH�(,7&�ZDV� HVWLPDWHG� WR� EH� UDLVLQJ� WKH�HPSOR\PHQW� UDWHV� RI� ORZ�HDUQLQJ�ZRUNHUV� UHVSRQVLEOH� IRU� WZR� RU�PRUH� FKLOGUHQ� E\�VRPH� VL[� SHUFHQWDJH� SRLQWV�� 7KHVH� DUH� TXLWH� ODUJH� SROLF\� HIIHFWV�� JLYHQ� WKDW�HPSOR\PHQW�OHYHOV�RYHU�WKH�SHULRG�VWXGLHG�QHYHU�H[FHHGHG�����IRU�ORQH�SDUHQWV�RU����� IRU� SDUHQWV� LQ� WZR�SDUHQW� IDPLOLHV�� � 7KH� µFDUURW¶� HIIHFW� RI� WKH� (,7&� WR� WDNH�HPSOR\PHQW�ZDV�FRPSDUDEOH� WR� WKH�PD[LPXP� µVWLFN¶� HIIHFW� WKDW�HDUOLHU� FXWEDFNV� LQ�VRFLDO� ZHOIDUH� KDG� KDG� LQ� WKH� \HDU� WKH\� ZHUH� LQWURGXFHG�� ������ � ,Q� WKDW� \HDU�� WKH�&DOLIRUQLD�:RUN�3D\V�'HPRQVWUDWLRQ�3URMHFW� �&:3'3��KDG� UHGXFHG� WKH�PD[LPXP�FDVK�WUDQVIHU�DYDLODEOH�WR�QRQ�HPSOR\HG�SDUHQWV�E\�����EXW�LQFUHDVHG�WKH�SURSRUWLRQ�RI�HDUQLQJV�WKDW�ZHOIDUH�UHFLSLHQWV�FRXOG�UHWDLQ��UHGXFHG�WKH�EHQHILW�ZLWKGUDZDO�UDWH�������
+RW]�DQG�KLV�FROOHDJXHV�JR�IXUWKHU�DQG�WHQWDWLYHO\�DOORFDWH�WKH�REVHUYHG�ULVHV�LQ�WKH�HPSOR\PHQW�UDWHV�RI�&DOLIRUQLD¶V�ZHOIDUH�SDUHQWV�LQ�WKH�IROORZLQJ�ZD\��GLVWLQJXLVKLQJ�RQH�SDUHQW�KRXVHKROGV�IURP�RWKHUV��DQG�IDPLOLHV�ZLWK�RQH�FKLOG�IURP�IDPLOLHV�ZLWK�WZR�RU�PRUH�FKLOGUHQ�
7DEOH��� 3HUFHQWDJH�RI�2EVHUYHG�,QFUHDVH�LQ�(PSOR\PHQW�5DWHV�RI�&DOLIRUQLDQ�:HOIDUH�5HFLSLHQWV�$WWULEXWDEOH�WR��,��:HOIDUH�5HIRUP�>&:3'3@������(DUQLQJV�6XEVLGLHV�>(,7&@������(PSOR\PHQW�*URZWK

2QH�3DUHQW�+RXVHKROGV � 2WKHU�+RXVHKROGV��)DFWRU 2QH�FKLOG ���FKLOGUHQ 2QH�FKLOG ���FKLOGUHQ
&:3'3 �� �� �� ��(,7& �� �� �� ��(PSOR\PHQW�JURZWK �� �� �� ����� ��� ��� ���
1RWHV����� 5HFLSLHQWV�FODVVLILHG�DV�$)'&�)*��L�H���UHFLSLHQWV�RI�$LG�WR�)DPLOLHV�ZLWK�'HSHQGHQW�&KLOGUHQ�ZKR�UHFHLYHG�LW�RQ�WKH�EDVLV�RI�EHLQJ�D�SDUHQW�JXDUGLDQ�RQ�KHU�RU�KLV�RZQ��)*�� )DPLO\�*XDUDQWHH���� 5HFLSLHQWV�FODVVLILHG�DV�$)'&�8�� L�H��� UHFLSLHQWV�RI�$LG� WR�)DPLOLHV�ZLWK�'HSHQGHQW�&KLOGUHQ�ZKR�UHFHLYHG�LW�RQ�WKH�EDVLV�RI�WKH�KHDG�RI�KRXVHKROG�EHLQJ�XQHPSOR\HG��8�� XQHPSOR\HG��
7DEOH� ��� VXJJHVWV� WKDW� WKH� (,7&�� ZKHUH� LWV� DGYDQWDJHV� KDYH� EHHQ� PRVW�FRQFHQWUDWHG� VLQFH� ������ L�H��� RQ� SDUHQWV� ZLWK� WZR� RU�PRUH� FKLOGUHQ�� KDV� KDG� DQLPSDFW� LQ� UDLVLQJ� WKH� HPSOR\PHQW� UDWHV� RI� SDUHQWV� GHSHQGHQW� RQ� ZHOIDUH�DSSUR[LPDWHO\�WKUHH�WLPHV�JUHDWHU�WKDQ�WKH�µVWLFN�HIIHFW¶�RI�WKH�SURJUDPPH�WKDW�PDGH�UHPDLQLQJ�RQ�ZHOIDUH�OHVV�DWWUDFWLYH���$FURVV�WKH�ERDUG�LW�LV�DOVR�FOHDU�WKDW�D�EXR\DQW�ODERXU� PDUNHW� PDGH� WKH� ELJJHVW� VLQJOH� FRQWULEXWLRQ�� SDUWLFXODUO\� IRU� XQHPSOR\HG�SDUHQWV�LQ�WZR�SDUHQW�KRXVHKROGV�
7KH�VROLGLW\�RI�$PHULFDQ�JDLQV,W�LV�FOHDU�WKDW�WKH�(,7&�FRQVWLWXWHV�D�VLJQLILFDQW�HVFDSH�URXWH�RXW�RI�LQFRPH�SRYHUW\�IRU�D�JRRG QXPEHU�RI�$PHULFDQ�FKLOGUHQ�� �)RU�VRPH�� WKLV� LV�EHFDXVH� LW�HQFRXUDJHV�WKHLU�SDUHQWV�WR�OHDYH�ZHOIDUH�IRU�ZRUN��RU�PLQLPDOO\�WKDW�LW�VXSSOHPHQWV�WKHLU�ZHOIDUH�ZLWK� HDUQLQJV�� ZKLOH� IRU� D� ODUJHU� QXPEHU� ZKRVH� SDUHQWV� ZHUH� DOUHDG\� ZRUNLQJ� LW�VXSSOHPHQWV�WKHLU�ORZ�HDUQLQJV����
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7KH� VXFFHVV� RI� WKH� (,7&� PXVW� EH� DVVHVVHG� ZLWKLQ� WKH� FRQWH[W� RI� WKH� 86� ODERXU�PDUNHW�� �7KH�H[WUHPHO\� ORZ�HDUQLQJV�FKDUDFWHULVLQJ� LWV�ERWWRP�UXQJ�WR�VRPH�H[WHQW�PDNHV�LW�VXUSULVLQJ�WKDW�WKH�(,7&�KDV�UHFRUGHG�HYHQ�PRGHVW�VXFFHVV���7KLV�LV�LPSOLFLW�LQ� WKH� IROORZLQJ� REVHUYDWLRQ� PDGH� LQ� WKH� ����� $QQXDO� 5HSRUW� RI� WKH� &RXQFLO� RI�(FRQRPLF�$GYLVHUV�
:KHQ� WKH� >LQFUHDVH� LQ� WKH@�PLQLPXP�ZDJH� LV�FRPELQHG�ZLWK� >WKH�PD[LPXP@�SRVVLEOH� ��� SHUFHQW� VXEVLG\� IURP� WKH� (,7&�� WKH� WUXH� PLQLPXP� ZDJH� IRU�ZRUNHUV�ZLWK�WZR�RU�PRUH�FKLOGUHQ�DQG�HDUQLQJV�RI�OHVV�WKDQ��������LV�������DQ�KRXU��7KLV�KRXUO\�UDWH�LV�KLJKHU�LQ�UHDO�WHUPV�WKDQ�WKH�SHDN�PLQLPXP�ZDJH�UDWHV�RI� WKH�����V��(YHQ�VR��DQ� LQGLYLGXDO�ZRUNLQJ� IXOO�WLPH�DW� WKH�PLQLPXP�ZDJH�ZRXOG�KDYH�D�\HDUO\�LQFRPH RI�MXVW����������LQFOXGLQJ�WKH�FUHGLW���ZHOO�EHORZ� WKH� SRYHUW\� OLQH� IRU� D� IDPLO\� RI� WZR� DGXOWV� DQG� WZR� FKLOGUHQ�� � >LWDOLFV�DGGHG@

7KLV�LV�D�VWDUWOLQJ�DGPLVVLRQ���)XOO�WLPH�ZRUN�DW�WKH�PLQLPXP�ZDJH�HQKDQFHG�E\�WKH�(,7&� GRHV� QRW� SD\� D� µIDPLO\¶� ZDJH�� LW� LV� QRW� VXIILFLHQW� WR� HQDEOH� D� RQH�HDUQHU��µWUDGLWLRQDO¶� IDPLO\� HVFDSH� SRYHUW\�� � 7KH� LPSOLFDWLRQ� LV� WKDW� RWKHU� W\SHV� RI� IDPLOLHV��IDPLOLHV�ZLWK�VHFRQGDU\�HDUQHUV��RQH�SDUHQW� IDPLOLHV��HWF���PXVW� ILJXUH�SURPLQHQWO\�DPRQJ�LWV�EHQHILFLDULHV���7KH�VDPH�5HSRUW�SURYLGHV�QHZ�HYLGHQFH�WKDW�WKH�TXDOLW\�RI�WKH�MREV�ZKLFK�D�ODUJH�QXPEHU�RI�WKRVH�OHDYLQJ�ZHOIDUH�IRU�ZRUN�KDYH�EHHQ�JHWWLQJ�LQ�WKH� 86� LV� SRRU� DQG� WKHLU� QHZ� HPSOR\PHQW� VWDWXV� TXLWH� SUHFDULRXV�� � ,W� SUHVHQWV�ILQGLQJV�IURP�WKH�ILUVW�QDWLRQDOO\ UHSUHVHQWDWLYH�VDPSOH�RI� LQGLYLGXDOV¶�VLWXDWLRQV�RQH�\HDU� RU� PRUH� DIWHU� OHDYLQJ� WKH� ZHOIDUH� UROHV� LQ� WKH� 86� �WKH� SHULRG� FRYHUHG� LV�DSSUR[LPDWHO\�������������� ,QGLYLGXDO¶V�UHFHLSWV�IURP�WKH�(,7&�ZHUH�QRW�LQFOXGHG�LQ�WKH�VXUYH\¶V�ILQGLQJV���,WV�UHVXOWV��WKHUHIRUH��QHHG�WR�EH�LQWHUSUHWHG�DV�UHYHDOLQJ�WKH�HPSOR\DELOLW\�DQG�HDUQLQJV�SRZHU�RI�IRUPHU�ZHOIDUH�UHFLSLHQWV�LQ�WKH�RSHQ�86�ODERXU�PDUNHW�DQG�SULRU�WR�HDUQLQJV�VXEVLGLHV���7KXV��
x DSSUR[LPDWHO\�����RI�WKRVH�ZKR�OHDYH�ZHOIDUH�UHWXUQ�ZLWKLQ�WZHOYH�PRQWKV�
x ������DSSHDU�WR�JHW�FRQWLQXRXV�IXOO�WLPH�HPSOR\PHQW��ZRUNLQJ����RU�PRUH�ZHHNV�GXULQJ�WKH�\HDU�IRU����RU�PRUH�KRXUV�SHU�ZHHN���D�IXUWKHU�������JHW�FRQWLQXRXV�SDUW�WLPH�HPSOR\PHQW� ����RU�PRUH�ZHHNV�EXW�DW� OHVV� WKDQ����KRXUV�SHU�ZHHN���ZKLOH�D�ILQDO�����DUH�HPSOR\HG�DW�VRPH�SRLQW�LQ�WKH�IROORZLQJ�WZHOYH�PRQWKV�
x WKH� PHGLDQ�PRQWKO\� LQFRPH� SOXV� IRRG� VWDPSV� RI� WKRVH� OHDYLQJ� ZHOIDUH� LV� ����KLJKHU� LQ� WKH� WZHOYH� PRQWKV� IROORZLQJ� H[LW� RYHU� WKH� WZR� PRQWKV� LPPHGLDWHO\�SUHFHGLQJ�LW��DSSUR[LPDWHO\�D����ULVH��
x IRU� ���� RI� OHDYHUV�� PRQWKO\� KRXVHKROG LQFRPH� SOXV� IRRGV� VWDPSV� LQ� WKH� \HDU�IROORZLQJ�H[LW�ZDV�DW� OHDVW����� ORZHU� WKDQ� LQ� WKH�PRQWKV�EHIRUH�� IRU����� LW�ZDV�PRUH�WKDQ�����KLJKHU�
x VRPH�RI�WKRVH�ZKR�OHDYH�ZHOIDUH�H[SHULHQFH�HDUQLQJV�JURZWK�LQ�WKHLU�ILUVW�WZHOYH�PRQWKV�RI�H[LW�� ����KDG�PRQWKO\�HDUQLQJV�WKDW�ZHUH�����RU�PRUH�KLJKHU�LQ�WKH�VHFRQG� VL[� PRQWK� SHULRG� WKDQ� WKH� ILUVW� � RQ� WKH� RWKHU� KDQG�� ���� KDG� VHFRQG�SHULRG�PRQWKO\�HDUQLQJV�����RU�PRUH�ORZHU�WKDQ�LQ�WKHLU�ILUVW�VL[�PRQWK�SHULRG�
,W� LV� FOHDU� WKDW� WKH� PDUNHW� SRVLWLRQ� RI� WKRVH� ZKRP� WKH� (,7&� DQG� $PHULFD¶V� RWKHU�UHIRUPV� KDYH�WHPSWHG�LQWR�WKH� RSHQ�ODERXU�PDUNHW� LV�DQ\WKLQJ�EXW� VHFXUH���7KH�IDFW�
�� 7KH�86�&HQVXV�%XUHDX
V�6XUYH\�RI�,QFRPH�DQG�3URJUDP�3DUWLFLSDWLRQ��6,33��
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WKDW�D� FKDUDFWHULVWLF�RI 7$1)�ZDV� WKH� LQWURGXFWLRQ� RI� WLPH OLPLWV�WR�DQ LQGLYLGXDO¶V�FXPXODWLYH�OLIH�WLPH�UHFHLSW�RI�ZHOIDUH�LPSOLHV�WKDW�ZKHQ��UDWKHU�WKDQ�LI��DQ�HFRQRPLF�UHFHVVLRQ�PDNHV�ORZ�VNLOOHG�SDUHQWV�GLVSURSRUWLRQDWHO\�OLNHO\�WR�ORVH�WKHLU�MREV�LQ�WKH�86�� IXUWKHU� LQQRYDWLRQV� LQ� ZHOIDUH� ZLOO� EH� XUJHQWO\� QHHGHG� RU� SRYHUW\� � DQG� FKLOG�SRYHUW\�ZLWK�LW�� FRXOG�RQFH�DJDLQ�LQFUHDVH�
�������([SHFWDWLRQV�RI�%ULWLVK�SROLFLHV
7KH�%ULWLVK�H[SHULHQFH�WR�����7KH�86�DFFHOHUDWHG�WKH�GHFOLQH� LQ� LWV�FKLOG�SRYHUW\�UDWH�ZLWK�PDMRU�UHIRUPV� LQ�������H[SDQVLRQ�RI�WKH�(,7&��DQG�������LQWURGXFWLRQ�RI�7$1)��DQG��E\�WKH�GHFDGH¶V�HQG��KDG� EURXJKW� WKH� UDWH� GRZQ� WR� ������� � %ULWDLQ� ZDV� VORZHU� WR� DFW�� � %\� ������ DIWHU�HLJKWHHQ� \HDUV� RI� &RQVHUYDWLYH� JRYHUQPHQW�� WKH� SHUFHQWDJH� RI� FKLOGUHQ� LQ� UHODWLYH�LQFRPH�SRYHUW\�KDG�PRUH�WKDQ�WULSOHG�WR�UHDFK�������DW�WKH�����PHDQ�LQFRPH�OLQH����7KHUH� LV�FRQVLGHUDEOH�FRQVHQVXV� LQ� WKH�DQDO\VHV�RI�ZKDW�ZDV�EHKLQG� WKLV�GUDPDWLF�GHWHULRUDWLRQ�>%UDGVKDZ�DQG�%DUQHV�������*UHJJ�HW�DO�������3LDFKDXG�HW�DO�����@�
%HWZHHQ������DQG�������%ULWLVK�VRFLDO�ZHOIDUH�SROLF\�HPSKDVLVHG�ZRUN�UDWKHU� WKDQ�ZHOIDUH� LQ� D�ZD\�TXLWH� VLPLODU� WR�ZKDW�ZH�KDYH�GHVFULEHG�DERYH� IRU� WKH�86� LQ� WKH�����V�EXW� WKH�WZR�RWKHU� LQJUHGLHQWV� WR� WKH�$PHULFDQ�VXFFHVV�ZHUH�PLVVLQJ���7KHUH�ZDV� QR� VXVWDLQHG� HFRQRPLF� H[SDQVLRQ�ZLWK� LWV� VWURQJ� GHPDQG� IRU� ODERXU�� DQG� WKH�OHYHO�RI�VXEVLGLVDWLRQ�RI� ORZ�ZDJHV�GLG�QRW�FRPH�QHDU� WKH� OHYHO�RI�$PHULFD¶V�(,7&��7KH� µSUREOHP¶� IRU�%ULWLVK�FKLOGUHQ�� WKHUHIRUH��ZDV� WKDW�VRFLDO�SROLF\�ZDV� LQFUHDVLQJO\�UHFDVW�DURXQG� WKH�DVVXPSWLRQ� WKDW� WKHLU�VLWXDWLRQ�ZRXOG� LPSURYH� LI� WKHLU�SDUHQWV� OHIW�ZHOIDUH�DQG�WRRN�HPSOR\PHQW��EXW�IRU�D�JURZLQJ�QXPEHU�RI�WKHP�WKLV�GLG�QRW�KDSSHQ���/DERXU�PDUNHW�SHUIRUPDQFH�UHPDLQHG�SRRU�� XQHPSOR\PHQW�UDWHV�IDFLQJ�WKRVH�LQ�WKH�ZRUNIRUFH�GLG�QRW�UHWXUQ�WR�WKHLU�����V�OHYHOV��ZKLOH�ZLWKGUDZDO�IURP�WKH�ODERXU�IRUFH�DOWRJHWKHU� ZDV� IXHOOHG� E\� RWKHU� IDFWRUV� � PRUH� SDUHQWV� ZHUH� RQ� WKHLU� RZQ� DQG��WKHUHIRUH�� IDFLQJ� JUHDWHU� GLIILFXOWLHV� DFFHVVLQJ� HPSOR\PHQW�� DQG� PDOH� LQDFWLYLW\�LQFUHDVHG��SDUWLFXODUO\�DPRQJ�WKH� ORZ�VNLOOHG�DQG�ROGHU�DJH�JURXSV�>3LDFKDXG�HW�DO������@��
6WXG\LQJ�GHYHORSPHQWV�EHWZHHQ������DQG����������*UHJJ�HW�DO�>����@�DWWULEXWH�WKH�EXON�RI� WKH�RYHUDOO� LQFUHDVH� LQ�FKLOG�SRYHUW\� LQ�%ULWDLQ� WR� WKH� ULVLQJ�FKDQFHV�RI�ERWK�RQH�SDUHQW� DQG� WZR�SDUHQW� IDPLOLHV� EHLQJ� RXW� RI� ZRUN�� DQG� MXVW� RQH� ILIWK� RI� LW�VSHFLILFDOO\�WR�WKH�ULVH�LQ�WKH�SURSRUWLRQ�RI�FKLOGUHQ�ZLWK�ORQH�SDUHQWV��WKH\�URVH�IURP����WR�����RI�DOO�FKLOGUHQ��DQG�IURP�����WR�����RI�DOO�FKLOGUHQ� LQ�SRYHUW\�RYHU� WKH�SHULRG��� �:KDW� FKDUDFWHULVHG� WKLV� WKLUW\�\HDU� SHULRG� ZDV� WKDW� WKH� OLQN� EHWZHHQ� QRW�ZRUNLQJ� DQG� EHLQJ� SRRU� VWUHQJWKHQHG� VXEVWDQWLDOO\�� � 7KH� FKLOGUHQ� PRVW� DW� ULVN�RI�SRYHUW\� ZHUH� WKRVH�ZLWKRXW� D�ZRUNLQJ� SDUHQW�� UHJDUGOHVV� RI� ZKHWKHU� WKH\� KDG� WZR�SDUHQWV�RU�RQH�UHDULQJ�WKHP��WKH�SURSRUWLRQ�RI�DOO�FKLOGUHQ�LQ�WZR�SDUHQW�IDPLOLHV�ZLWK�QR�ZRUNLQJ�SDUHQW�URVH�IURP����WR������DQG�RI�FKLOGUHQ�RI�ORQH�SDUHQWV�IURP�����WR������ �$W� WKH� VDPH� WLPH�DV� WKLV�ZDV�KDSSHQLQJ�� SXEOLF� SROLF\� µVHW� LWV� IDFH�DJDLQVW¶�QRQ�HPSOR\HG�DQG�XQHPSOR\HG�SDUHQWV���7KH\�GLG�QRW�UHFHLYH�,QFRPH�6XSSRUW�DW�D�OHYHO� VXIILFLHQW� RQ� LWV� RZQ� WR� NHHS� WKHLU� FKLOGUHQ� RXW� RI� SRYHUW\�� WKHUH� ZDV� OLWWOH�FRPPLWPHQW�WR�GR�PRUH�WKDQ�UDLVH�,QFRPH�6XSSRUW�LQ�OLQH�ZLWK�LQIODWLRQ��WKH�OHYHO�RI�SD\PHQW� WR� WKH�VKRUW�WHUP�XQHPSOR\HG�ZDV�UHGXFHG�� �DQG�WKH�YDOXH�RI� WKH� LQ�ZRUN�SDFNDJH�IRU�IDPLOLHV�ZLWK�FKLOGUHQ�UHPDLQHG�ORZ�E\�LQWHUQDWLRQDO�VWDQGDUGV��
%ULWLVK�JRYHUQPHQW�SROLF\�SRVW�����7KH�1HZ�/DERXU�*RYHUQPHQW�RI������EURXJKW�ZLWK� LW� VXEVWDQWLDO�SUH�FRPPLWPHQWV�WKDW� OLPLWHG� WKH�PHDVXUHV� LW� WRRN� WR�KHOS�FKLOGUHQ�� �2QO\� LQ������GLG� LW�EHJLQ� WR�VHW�VLJQLILFDQWO\� QHZ� REMHFWLYHV�DQG LQWURGXFH QHZ�SROLFLHV WR�PHHW�WKHP��³2XU�KLVWRULF�
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DLP�ZLOO�EH� IRU�RXUV� WR�EH� WKH� ILUVW�JHQHUDWLRQ� WR�HQG�FKLOG�SRYHUW\���� ,W� LV�D����\HDU�PLVVLRQ´��VWDWHG�3ULPH�0LQLVWHU��7RQ\�%ODLU�
3LDFKDXG�DQG�6XWKHUODQG� �������KDYH�VWXGLHG� WKH� LPSDFW�RQ�FKLOGUHQ¶V� LQFRPHV� LQ�%ULWDLQ�RI�DOO� WKH�FKDQJHV� LQ� WD[DWLRQ�DQG�VRFLDO�ZHOIDUH�LQWURGXFHG�E\�µ1HZ�/DERXU¶�VLQFH� ����� RU� FXUUHQWO\� LQ� WKH� SLSHOLQH�� � 7KLV� LQFOXGHV� SROLFLHV� GLUHFWO\� WDUJHWLQJ�FKLOGUHQ� DQG� PHDVXUHV� RQO\� LQGLUHFWO\� DIIHFWLQJ� WKHP� VXFK� DV�� IRU� H[DPSOH�� WKH�QDWLRQDO�PLQLPXP�ZDJH��7KH\�KDYH�DOVR�VRXJKW�WR�HVWLPDWH�WKH�OLNHO\�HIIHFWV�RQ�FKLOG�SRYHUW\� RI� WKH� FXUUHQW� %ULWLVK� HPSKDVLV� RQ� SDUHQWV¶� HPSOR\PHQW� DV� WKH� SULYLOHJHG�EXOZDUN�DJDLQVW�IDPLO\�SRYHUW\���7KHLU�SULQFLSDO�UHVXOWV�DUH�VKRZQ�LQ�7DEOH������

7DEOH��� 7KH�(IIHFWV�RI�%ULWLVK�*RYHUQPHQW�0HDVXUHV��SRVW������LQ�5HGXFLQJ�&KLOG�3RYHUW\
3ROLF\�SDFNDJH &KLOG�SRYHUW\�UDWHV������OLQH� &KLOG�SRYHUW\�UDWHV������OLQH�$OO�FKLOGUHQ &KLOGUHQ�ZLWK�RQH�SDUHQW &KLOGUHQ�ZLWK�WZR�SDUHQWV $OO�FKLOGUHQ
���$SULO������SROLF\ ���� ���� ���� ����
��7D[�	�EHQHILW�FKDQJHV�WR�0DUFK������LQFOXVLYH�� ���� ���� ���� ����
��7D[�	�EHQHILW�FKDQJHV���PD[LPXP�SRWHQWLDO�LQFUHDVH�LQ�SDUHQWDO�HPSOR\PHQW���

��� ���� ��� ����

���7D[�	�EHQHILW�FKDQJHV���UHDOLVWLF�LQFUHDVH�LQ�SDUHQWDO�HPSOR\PHQW��
���� �� �� ����
6RXUFH��6XWKHUODQG��������

1RWHV����� $OO� FKDQJHV� WR� WD[DWLRQ� DQG� EHQHILWV� LQWURGXFHG� XQGHU� µ1HZ� /DERXU¶� IURP� ����� RQZDUGV� WR� WKH�0DUFK������EXGJHW�LQFOXVLYH��LQFOXGLQJ�LQWURGXFWLRQ�RI�WKH�QDWLRQDO�PLQLPXP�ZDJH���� $VVXPLQJ�DOO�DEOH�ERGLHG�SDUHQWV�ZLWKRXW�FDUH�RI�FKLOGUHQ�XQGHU�ILYH�DQG�FXUUHQWO\�QRW�ZRUNLQJ�WDNH�MREV�IRU����KRXUV�D�ZHHN�SD\LQJ�WKH�PLQLPXP�ZDJH��WKXV�������P��QHZ�MREV������ $VVXPLQJ���������DEOH�ERGLHG�SDUHQWV�WDNH�MREV�E\��������
9DOXDEOH� SHUVSHFWLYHV� DUH� VXJJHVWHG� E\� WKH�%ULWLVK� H[SHULHQFH� DV� DQDO\VHG� LQ� WKH�3LDFKDXG�DQG�6XWKHUODQG��������VWXG\��
&KDQJHV�WR�WD[HV�DQG�EHQHILWV�DUH�WKH�FOHDUHVW�DQG�PRVW�FHUWDLQ�ZD\�WR�HIIHFW�D�ODUJH� UHGXFWLRQ� LQ� FKLOG� SRYHUW\�� 7KH� WD[� DQG� EHQHILW� FKDQJHV� LQWURGXFHG� RU�SURSRVHG�E\�WKH�%ULWLVK�JRYHUQPHQW�VLQFH������DUH�HVWLPDWHG�WR�UHGXFH�FKLOG�SRYHUW\�E\������XVLQJ� WKH�����RI�PHDQ� LQFRPH�SRYHUW\� OLQH��� �7KLV� UHGXFWLRQ� LV�PRGHOOHG�DVVXPLQJ�HPSOR\PHQW�SDWWHUQV�UHPDLQ�FRQVWDQW��URZ�����7KH�UHGXFWLRQ�LV�JUHDWHU�IRU�FKLOGUHQ�EHLQJ�UHDUHG�E\�RQH�SDUHQW��SRYHUW\�UDWH�GRZQ������EXW�LV�VXEVWDQWLDO�DOVR�IRU� WKRVH� LQ� WZR�SDUHQW�KRXVHKROGV��GRZQ������� � ,Q� IDFW��3LDFKDXG�DQG�6XWKHUODQG�HVWLPDWH� WKDW� ���� RI� DOO� FKLOGUHQ� LQ� %ULWDLQ� DQG� QRW� MXVW� WKRVH� LQ� SRRU� KRXVHKROGV�EHQHILW� IURP� WKH� SRVW������ FKDQJHV�� WKHVH� KDYH� UDLVHG� WKH� PHDQ� LQFRPH� RI�KRXVHKROGV� ZLWK� FKLOGUHQ� E\� ������ DV� DJDLQVW� D� ����� LQFUHDVH� IRU� KRXVHKROGV� LQ�JHQHUDO��
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5HO\LQJ� RQ� ODUJH� PRYHPHQWV� LQWR� HPSOR\PHQW� E\� SDUHQWV� LV� DQ� XQFHUWDLQ�H[HUFLVH��7KH� VHFRQG�PDMRU� SODQN� LQ� WKH� %ULWLVK� *RYHUQPHQW¶V� SROLF\� RQ� FKLOGUHQ�VLQFH� ���� KDV� EHHQ� WKH� HQFRXUDJHPHQW� RI� HPSOR\PHQW� RQ� WKH� SDUW� RI� QRQ�HPSOR\HG�DQG�XQHPSOR\HG�SDUHQWV��7KH�HIIHFWV�RI�FKDQJHV�LQ�WD[HV�DQG�EHQHILWV�DUH�HDVLHU� WR� VLPXODWH� WKDQ� WKH�HIIHFWV� RI�PHDVXUHV� LQWHQGHG� WR�SURPRWH�HPSOR\PHQW���7KH� IRUPHU� EDVLFDOO\� LQTXLUHV� KRZ� WKH� LQFRPH� SRVLWLRQV� RI� FXUUHQW� KRXVHKROGV�FKDQJH�ZKHQ�WKH�QHZ�SURYLVLRQV�LQ�WKH�WD[DWLRQ�DQG�VRFLDO�ZHOIDUH�FRGHV�DUH�DSSOLHG�WR�WKHLU�H[LVWLQJ�FLUFXPVWDQFHV��WHUPHG�D�VWDWLF�DQDO\VLV�DV�EHKDYLRXUDO�UHVSRQVHV�WR�WKH�SROLF\�FKDQJHV�DUH�QRW�PRGHOOHG����(VWLPDWLQJ�WKH�HIIHFWV�RI�D�JUHDWHU�WDNH�XS�RI�HPSOR\PHQW��KRZHYHU��LV�D�PXFK�PRUH�XQFHUWDLQ�H[HUFLVH���*RYHUQPHQW�SROLFLHV�FDQ�FHUWDLQO\�PDNH�ORZ�HDUQLQJV�PRUH�DWWUDFWLYH�DQG�WKH�LQFRPH�SRVLWLRQ�RI�WKRVH�QRW�LQ�ZRUN� OHVV� VR�� EXW� RWKHU� IDFWRUV� PXVW� VWLOO� RSHUDWH� WR� IDFLOLWDWH� WKH� PRYHPHQW� LQWR�HPSOR\PHQW� RI� QRQ�ZRUNLQJ� SDUHQWV�� DQG� RI� ORZ�VNLOOHG� SDUHQWV� LQ� SDUWLFXODU���$YDLODEOH�DQG�DIIRUGDEOH�FKLOGFDUH��IHDVLEOH�WUDQVSRUW�PRGHV�WR�ZRUN��WKH�DYDLODELOLW\�RI� MREV� ORFDOO\�� DQG� ± SUREDEO\� PRVW� LPSRUWDQW� RI� DOO� ± EXR\DQW� DJJUHJDWH� ODERXU�GHPDQG�DUH�DOO� FDSDEOH�RI� VLJQLILFDQWO\� LQIOXHQFLQJ� WKH� OLNHO\�HIIHFWLYHQHVV�RI�JLYHQ�ILQDQFLDO�LQFHQWLYHV��EH�WKH\�µFDUURWV¶�RU�µVWLFNV¶���
$FFHSWLQJ� WKH� OLPLWDWLRQV� LQKHUHQW� LQ� WKH�QDWXUH�RI� WKH�H[HUFLVH�� WKHUHIRUH��7DEOH����JLYHV� WKH� HVWLPDWHG� LPSDFW� RQ� WKH� FKLOG� SRYHUW\� UDWH� RI� WZR� VFHQDULRV�� � 5RZ� ��DVVXPHV�WKDW�HYHU\�DEOH�ERGLHG�SDUHQW�ZKR�LV�FXUUHQWO\�QRW�LQ�HPSOR\PHQW�DQG�GRHV�QRW�KDYH�FDUH�RI�D�FKLOG�DJHG�XQGHU�ILYH�WDNHV�HPSOR\PHQW�RI����KRXUV�D�ZHHN�DW�WKH�QDWLRQDO�PLQLPXP�ZDJH�� �7KH� LPSDFW�RI�VXFK�D�PDVVLYH�VZLQJ�WR�HPSOR\PHQW� ��RQ�WKH�SDUW�RI�VRPH������PLOOLRQ�SDUHQWV��KDV�QHDUO\�WKH�VDPH�HIIHFW�DJDLQ LQ�UHGXFLQJ�FKLOG�SRYHUW\�DV�WKH�LQWURGXFWLRQ�RI�WKH�WD[�EHQHILW�FKDQJHV��LW�GURSV�E\�D�IXUWKHU�����SHUFHQWDJH� SRLQWV� �WKLV� WLPH�� FKLOGUHQ� ZLWK� WZR� SDUHQWV� IDUH� VOLJKWO\� EHWWHU� WKDQ�FKLOGUHQ�ZLWK�RQH����+RZHYHU��WKH�DXWKRUV�UHJDUG�VXFK�D�VZLQJ�WR�HPSOR\PHQW�DV�³WKH�QHDU� XSSHU� ERXQG� RI� ZKDW� FRXOG� KDSSHQ�� QRW� D� IRUHFDVW�´� � 7KH\� WDNH� D� VHFRQG�VFHQDULR� PRUH� VHULRXVO\� LQ� ZKLFK� �������� QRQ�ZRUNLQJ� SDUHQWV� WDNH� HPSOR\PHQW���7KLV�� WKHQ�� LV� WKHLU� ERWWRP� OLQH� �URZ� ��� DOORZLQJ� WKHP� WR� FRQFOXGH� WKDW� %ULWLVK�JRYHUQPHQW�SROLFLHV�DUH�VHW�WR�UHGXFH�FKLOG�SRYHUW\�E\�����IURP�LWV�SUH������OHYHO�WR��������XVLQJ�WKH�����OLQH��
3DUHQWDO� HPSOR\PHQW� FDQQRW� EH� UHOLHG� XSRQ� WR� LPSURYH� WKH� LQFRPHV� RI� D�VLJQLILFDQW� PLQRULW\� RI� FKLOGUHQ��6RPH� ���� RI� SRRU� FKLOGUHQ� DUH� FRQVLGHUHG� E\�3LDFKDXG� DQG� 6XWKHUODQG� WR� KDYH� SDUHQWV�ZKR� FDQQRW� UHDVRQDEO\� EH� H[SHFWHG� WR�WDNH� HPSOR\PHQW�� 7KLV� LV� WKH� VXUSULVLQJO\� ODUJH� QXPEHU� RI� SRRU� FKLOGUHQ� ZKRVH�SDUHQWV�DUH�ORRNLQJ�DIWHU�DW� OHDVW�RQH�FKLOG�XQGHU�WKH�DJH�RI�ILYH��RU�ZKRVH�SDUHQWV�DUH�VLFN�RU�GLVDEOHG��DV�LQGLFDWHG�E\�UHFHLSW�RI�WKH�UHOHYDQW�EHQHILW���RU�KDYH�SDUHQWV�DOUHDG\� ZRUNLQJ� EXW� IRU� SRYHUW\� ZDJHV�� 7KH� FOHDU� LPSOLFDWLRQ� RI� WKLV� LV� WKDW�� LQ�DGGUHVVLQJ�FKLOG�SRYHUW\��DOO�WKH�HJJV�FDQQRW�EH�SXW�LQ�WKH�HPSOR\PHQW�EDVNHW���,I�WKH�LQFRPH�SRVLWLRQ�RI�ZRUNOHVV�KRXVHKROGV�LV�JLYHQ�ORZ�SULRULW\��D�VLJQLILFDQW�QXPEHU�RI�FKLOGUHQ�ZLOO�VXIIHU�
3DUHQWV�ZKR�GR�QRW�RU�FDQQRW�WDNH�HPSOR\PHQW�DQG�DUH�ZLWKRXW�LQGHSHQGHQW�VRXUFHV�RI� LQFRPH� FRQWLQXH� WR� IDUH� EDGO\� LQ� SRVW������ %ULWDLQ�� � 7KH�ZHOIDUH� SD\PHQW� WKH\�UHFHLYH��,QFRPH�6XSSRUW��LV�QRW�DW�D�OHYHO�VXIILFLHQW�RQ�LWV�RZQ�WR�NHHS�WKHLU�FKLOGUHQ�RXW� RI� SRYHUW\�� � 3LDFKDXG� DQG� 6XWKHUODQG� HVWLPDWH� WKDW�� LQ� ����������� ,QFRPH�6XSSRUW�OHIW�D�ORQH�SDUHQW�ZLWK�RQH�FKLOG�DJHG�VL[�VRPH�����EHORZ�WKH�SRYHUW\�OLQH�DQG� D� FRXSOH�ZLWK� WZR� FKLOGUHQ� DJHG� IRXU� DQG� HLJKW� DSSUR[LPDWHO\� ����EHORZ� WKH�SRYHUW\� OLQH�� �)XUWKHUPRUH�� FXUUHQW�%ULWLVK�SROLF\�SOHGJHV� WR�GR�QR�PRUH� WKDQ� UDLVH�,QFRPH� 6XSSRUW� LQ OLQH� ZLWK� LQIODWLRQ� DQG�D� FRPPLWPHQW�WR µUHGLVWULEXWLRQ¶� SHU VH
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�LQGHSHQGHQWO\� RI� SURPRWLQJ� HPSOR\PHQW� DQG� PDNLQJ� ZRUN� SD\�� KDV� HIIHFWLYHO\�GLVDSSHDUHG�IURP�SROLWLFDO�GLVFRXUVH��
7KH�PRVW�ZHOO�LQWHQWLRQHG�SROLFLHV�FDQ�SURGXFH�VRPH�SHUYHUVH�HIIHFWV���2YHUDOO��WKH�WD[� DQG� EHQHILW� FKDQJHV� LQWURGXFHG� VLQFH� ����� KDYH� WULHG� WR� SULYLOHJH�KRXVHKROGV�ZLWK� \RXQJ� FKLOGUHQ�� � 7KH� KHWHURJHQHLW\� RI� WKRVH� KRXVHKROGV¶� FLUFXPVWDQFHV��KRZHYHU��KDV�QRW�EHHQ�VXIILFLHQWO\�DSSUHFLDWHG���7KXV��3LDFKDXG�DQG�6XWKHUODQG�ILQG�WKDW� D� GLVWXUELQJ� ���� RI� FKLOGUHQ� LQ� WKH� SRRUHVW� LQFRPH� GHFLOH� KDYH� WKHLU� LQFRPH�GHFUHDVHG� E\� WKH� UHIRUP� PHDVXUHV�� LQ� RWKHU� ZRUGV�� ����� RI� DOO� %ULWLVK� FKLOGUHQ��DOUHDG\�SRRU��DUH�EHLQJ�PDGH�SRRUHU���7KHVH�FKLOGUHQ�DUH�SULQFLSDOO\�YLFWLPV�RI�RQH�RI�WZR�VHWV�RI�FLUFXPVWDQFHV��EHLQJ� LQ�D�KRXVHKROG�QRW� UHFHLYLQJ� ,QFRPH�6XSSRUW�EXW�ZKLFK�ORVH�PRUWJDJH�LQWHUHVW�WD[�UHOLHI��DEROLVKHG���RU�EHLQJ�LQ�D�KRXVHKROG�LQ�UHFHLSW�RI�,QFRPH�6XSSRUW�ZLWK�FKLOGUHQ�DJHG�RYHU�HOHYHQ�ZKR�ORVH�ORQH�SDUHQW�EHQHILW�DQG�SUHPLD��DEROLVKHG����7KH�GHWDLOV�DUH�QRW�DV�LPSRUWDQW�DV�WKH�PRUDO��SROLFLHV�WDUJHWLQJ�KRXVHKROGV�ZLWK�FKLOGUHQ�PXVW�EH�DFFRPSDQLHG�E\�DQ�HIIHFWLYH�DXGLW�RI�WKH�LPSDFW�RI�DOO�RWKHU�SROLFLHV�RQ�FKLOGUHQ��µFKLOG�SURRILQJ¶����2WKHUZLVH��WKH�ULVN�LV�DOZD\V�WKHUH�WKDW�WKH�QHW�HIIHFW�RI�SXEOLF�SROLF\�FKDQJHV�ZLOO�SHQDOLVH�YXOQHUDEOH�FKLOGUHQ�
$OPRVW�WZR�GHFDGHV�RI�HPSKDVLV�RQ�FXWWLQJ�SXEOLF�VRFLDO�H[SHQGLWXUH�DQG�SURPRWLQJ�JUHDWHU�VHOI�UHOLDQFH�KDV�OHIW�%ULWDLQ�ZLWK�D�PRXQWDLQ�WR�FOLPE���7KH�IXOO�LPSOHPHQWDWLRQ�RI� FXUUHQW� %ULWLVK� SROLF\� SURSRVDOV� LV� HVWLPDWHG�� HYHQ� XQGHU� WKH� LPSODXVLEOH�DVVXPSWLRQ�RI������PLOOLRQ�LQDFWLYH�RU�XQHPSOR\HG�SDUHQWV�PRYLQJ�LQWR�HPSOR\PHQW��WR� OHDYH� ����� RI� FKLOGUHQ� LQ� UHODWLYH� LQFRPH� SRYHUW\� ± D� OHYHO� KLJKHU� WKDQ� PDQ\�(XURSHDQ�FRXQWULHV�KDYH�DOUHDG\�DFKLHYHG���7KH�PRUH�UHDOLVWLF�HVWLPDWH�± EDVHG�RQ��������� QRQ�ZRUNLQJ� SDUHQWV� PRYLQJ� LQWR� HPSOR\PHQW� E\� ������� ± LV� WKDW� FKLOG�SRYHUW\�IDOOV�WR��������ZKLFK�� LI�DFKLHYHG��ZRXOG�UHPDLQ�RQH�RI�WKH�KLJKHVW�UDWHV�LQ�WKH�LQGXVWULDOLVHG�ZRUOG���,W�LV�KDUG�WR�VHH�%ULWDLQ�UHYHUWLQJ�HYHQ�WR�LWV�RZQ�VWDQGDUGV�RI�WKH�HDUO\�����V�ZLWKRXW�IXUWKHU�DQG�PRUH�PDMRU�SROLF\�LQLWLDWLYHV�
7KH�GHPRQVWUDWLRQ�RI�SROLFLHV¶�HIIHFWLYHQHVV�LQ�UHGXFLQJ�FKLOG�SRYHUW\�LV�TXLWH�VHQVLWLYH�WR�KRZ�SRYHUW\�LV�PHDVXUHG���:KHQ�WKH�FRPPRQO\�XVHG�SRYHUW\�OLQH�RI�����RI�PHDQ�LQFRPH�LV�UDLVHG�PDUJLQDOO\�WR�����VR�DV�WR�LQFOXGH�WKH�µDOPRVW�SRRU¶��WKLV�± DV�H[SHFWHG�± UHVXOWV�LQ�D�KLJKHU�OHYHO�RI�FKLOG�SRYHUW\�EHLQJ�UHFRUGHG��������RI�%ULWLVK�FKLOGUHQ�IDOO�EHORZ�WKH�����OLQH�DV�DJDLQVW�WKH�������EHORZ�WKH�����OLQH��FROXPQ������+RZHYHU��LW�DOVR�PDNHV�D�VXEVWDQWLDO�GLIIHUHQFH�WR�WKH�DSSDUHQW�VXFFHVV�RI� WKH� UHIRUP� SDFNDJH�� � 7KH� OHYHO� RI� FKLOG� SRYHUW\� WKDW� H[LVWHG�ZKHQ�1HZ�/DERXU�FDPH�WR�SRZHU�LV�HVWLPDWHG�WR�EH�UHGXFHG�E\�����DQG�QRW������E\�WKH�FKDQJHV�WR�SROLF\� VXEVHTXHQWO\� LQWURGXFHG�� 7KLV� OHVV� IODWWHULQJ� FRQFOXVLRQ� VXJJHVWV� WKDW� D�VLJQLILFDQW� PLQRULW\� RI� FKLOGUHQ� DUH� EHLQJ� UDLVHG� RQO\� PDUJLQDOO\� DERYH� WKH� ����SRYHUW\�OLQH�E\�WKH�QHZ�PHDVXUHV�WDNHQ�E\�WKH�%ULWLVK�*RYHUQPHQW�
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$SSHQGL[�WR�6HFWLRQ������(DUQHG�,QFRPH�7D[�&UHGLW�3DUDPHWHUV������������LQ�QRPLQDO�GROODUV�
<HDU 3KDVH�LQ�5DWH���� 3KDVH�LQ�5DQJH 0D[LPXP�&UHGLW 3KDVH�RXW�5DWH���� 3KDVH�RXW�5DQJH���� ����� ���� ������ ���� ���� ���������������
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1RWHV��� 7D[SD\HUV�ZLWK�RQH�TXDOLI\LQJ�FKLOG��� 7D[SD\HUV�ZLWK�PRUH�WKDQ�RQH�TXDOLI\LQJ�FKLOG��� &KLOGOHVV�WD[SD\HUV�
+RZ�WR�UHDG�WKLV�WDEOH� 7DNH�DV�DQ�H[DPSOH�D�ZRUNHU�ZLWK�WZR�TXDOLI\LQJ�FKLOGUHQ�LQWKH�\HDU�������WKH�PLGGOH�URZ�IRU�\HDU���������)RU�HYHU\�GROODU�WKLV�SHUVRQ�HDUQV�IURP�]HUR�WR���������WKH�(,7&�DGGV�DQRWKHU����FHQWV��L�H���WKH�VXEVLG\�UDWH�LV�����RYHU�WKH�ILUVW� � ������� RI� HDUQHG� LQFRPH�� � 7KH� PD[LPXP� VXEVLG\� WKLV� ZRUNHU� UHFHLYHV��WKHUHIRUH�� LV� ������� � ������������ � 2YHU� DQRWKHU� UDQJH� RI� LQFRPH�� WKH� VXEVLG\�UHPDLQV�VWHDG\�WKRXJK�WKH�ZRUNHU¶V�HDUQLQJV�FRQWLQXH�WR�ULVH���:KHQ�HDUQHG�LQFRPH�SDVVHV����������WKH�VXEVLG\�EHJLQV�WR�EH�ZLWKGUDZQ�DW�D�UDWH�RI�������FHQWV�IRU�HDFK�GROODU�HDUQHG�RYHU�����������7KH�VXEVLG\�ZLOO�KDYH�EHHQ�WRWDOO\�ZLWKGUDZQ�ZKHQ�WKH�ZRUNHU¶V�HDUQLQJV�UHDFK���������� ���������������������
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��� 6XSSRUWLQJ�3DUHQWLQJ
:KHQ� SDUHQWDO� HDUQLQJ� LV� SUHVHQWHG� DV� WKH� SULYLOHJHG� URXWH� WR� HOLPLQDWLQJ� FKLOG�SRYHUW\��WKH�LPSOLFLW�FRQFHSWXDOLVDWLRQ�RI�WKH�LVVXH�LV�WKDW�UHVSRQVLELOLW\�IRU�WKH�VXSSRUW�RI� FKLOGUHQ� OLHV� SULPDULO\�± HYHQ� RYHUZKHOPLQJO\�± ZLWK� WKHLU� SDUHQWV�� � 5DLVLQJ� WKH�HPSOR\PHQW�UDWHV�RI�SDUHQWV�DQG�WKH�ILQDQFLDO�UHWXUQV�WR�WKHLU�ZRUN�WKHQ�EHFRPH�WKH�SLOODUV�RI�SXEOLF�SROLF\�WR�HUDGLFDWH�FKLOG�SRYHUW\�
$� GLVWLQFW� FRQFHSWXDO� IUDPHZRUN�� ZKLFK�� LW� ZLOO� EH� DUJXHG�� LV� EHWWHU� UHJDUGHG� DV�FRPSOHPHQWDU\� UDWKHU� WKDQ�DOWHUQDWLYH�� UHFRJQLVHV� WKDW� FKLOGUHQ�DUH�D� µSXEOLF�JRRG¶�>)ROEUH������@���,Q�KRXVHKROGV�ZLWK�FKLOGUHQ��WKH�LQLWLDO�SUHSDUDWLRQ�LV�WDNLQJ�SODFH�RI�WKH�FLWL]HQV�DQG�ZRUNIRUFH�RI�WKH�IXWXUH��IURP�ZKLFK�HYHU\RQH LQ�VRFLHW\�ZLOO�EHQHILW�WR�VRPH�GHJUHH�� � ,W� LV�FRQVLGHUHG�DSSURSULDWH�� WKHUHIRUH�� WKDW� WKH�FRVWV�RI�KDYLQJ�DQG�UHDULQJ� FKLOGUHQ� VKRXOG� EH� SDUWLDOO\� VRFLDOLVHG�� 7KLV LV� WKH� UDWLRQDOH� EHKLQG� WKH�µKRUL]RQWDO� HTXLW\¶� REMHFWLYH� LQ�SD\LQJ�XQLYHUVDO� FKLOG�EHQHILWV�� L�H��� DW�HYHU\� OHYHO�RI�LQFRPH�� KRXVHKROGV� ZLWKRXW� FKLOGUHQ� VKRXOG� EH� DVNHG� WR� VXSSRUW� D� GHJUHH� RI�UHGLVWULEXWLRQ�LQ�IDYRXU�RI�KRXVHKROGV�ZLWK�FKLOGUHQ��
:KLOH�PRVW�FRXQWULHV�DFNQRZOHGJH�WKLV�WR�VRPH�H[WHQW��WKH�OHYHO�RI�SXEOLF�UHVRXUFHV�WKH\�FRPPLW�WR� LW�YDULHV�HQRUPRXVO\���)RU�XQLYHUVDO�FKLOG�EHQHILW�DORQH�WR�JXDUDQWHH�WKDW�QR�FKLOG�OLYHG�LQ�LQFRPH�SRYHUW\��WKH�WUDQVIHU�RI�UHVRXUFHV�ZRXOG�KDYH�WR�EH�YHU\�ODUJH�DQG�WKH�HIILFLHQF\�RI�VXFK�D�SURJUDPPH�ZRXOG��DFFRUGLQJO\��EH�H[WUHPHO\�ORZ��PRUH� UHVRXUFHV� ZRXOG� EH� WUDQVIHUUHG� WR� QRQ�SRRU� KRXVHKROGV� WKDQ� WR� SRRU�KRXVHKROGV��� � 7KH� EHKDYLRXUDO� UHVSRQVHV� RI� DGXOWV� LV�� RI� FRXUVH�� D� VHSDUDWH� DQG�PXFK�PRUH�FRQWURYHUVLDO�LVVXH���7KH�PDLQ�TXHVWLRQV�SROLF\�PDNHUV�IDFH�LQ�GHVLJQLQJ�FKLOG�EHQHILW��WKHUHIRUH��WHQG�WR�EH�WKH�DSSURSULDWH�OHYHO�DW�ZKLFK�WR�VHW�WKH�WUDQVIHUV�LQ�UHFRJQLWLRQ�RI�WKH�REMHFWLYH�RI�KRUL]RQWDO�HTXLW\��ZKHWKHU�WR�WD[�LW��DQG�ZKHWKHU�DQG�KRZ�WR�SURYLGH�DGGLWLRQDO�WUDQVIHUV�IRU�FKLOGUHQ�LQ�ORZ�LQFRPH�KRXVHKROGV���
������7KH�FRQWULEXWLRQ�RI�FKLOG�EHQHILWV�WR�UHGXFLQJ�UDWHV�RI�FKLOG�SRYHUW\
&RPSDULQJ�(8�FRXQWULHV,Q� IDFW�� WKH� W\SHV� RI� LQFRPH� VXSSRUW� IURP� ZKLFK� FKLOGUHQ� FDQ� VLJQLILFDQWO\� EHQHILW�H[WHQG�ZHOO�EH\RQG�XQLYHUVDO�FKLOG�EHQHILWV�� �6RPH�IDPLO\�DOORZDQFHV�PDNH�H[SOLFLW�UHFRJQLWLRQ�RI�WKH�GHPDQGV�RI�SDUHQWLQJ�LQ�VSHFLILF�FLUFXPVWDQFHV��H�J���EHLQJ�D�ORQH�SDUHQW�� EHLQJ� D� WHHQDJH� SDUHQW�� HWF��� ZKLOH� LW� LV� QRW� XQXVXDO� IRU� VRFLDO� DVVLVWDQFH�SD\PHQWV� WR� DFNQRZOHGJH� WKH� QXPEHU� RI� FKLOGUHQ� GHSHQGHQW� RQ� D� UHFLSLHQW�� � $Q\�FRPSDULVRQ�RI�WKH�JHQHURVLW\�RI�WKH�VXSSRUW�SDFNDJH�DYDLODEOH�WR�FKLOGUHQ�LQ�GLIIHUHQW�FRXQWULHV� KDV� WR� EHJLQ� E\� FDUHIXOO\� LGHQWLI\LQJ� MXVW� ZKLFK� SURJUDPPHV� LPSDFW� RQ�FKLOGUHQ¶V�LQFRPHV���7KLV�LV�QRW�DQ�HDV\�WDVN���
$� ILUVW� VWXG\�ZH�ZLOO�XVH�� DGRSWV�ZKDW� WKH�(XURSHDQ�&RPPXQLW\�+RXVHKROG�3DQHO��(&+3���URXWLQHO\�FODVVLILHV�DV��³IDPLO\��UHODWHG��EHQHILWV´��LQ�LWV�XVHU�GDWD�EDVH��� 7KH
�� &RXQWULHV� IXUWKHU� GHILQH� µWKH� GHSHQGHQW� FKLOG¶� LQ� TXLWH� GLIIHUHQW� ZD\V�� PDNH� GLIIHUHQW� GLVWLQFWLRQV�EHWZHHQ� GHSHQGHQW� FKLOGUHQ� IRU� WKH� SXUSRVHV� RI� SD\LQJ� GLIIHUHQW� UDWHV� �DJH�� SDULW\�� FKDUDFWHULVWLFV� RI�SDUHQWV��HWF����DQG�DGPLQLVWHU�WKH�GHOLYHU\�RI�FKLOG�EHQHILW�LQ�GLIIHUHQW�ZD\V�>VHH�,PPHUYROO��6XWKHUODQG�DQG�GH�9RV� ��������2¶'RQRJKXH�DQG�6XWKHUODQG�������@� (YHQ�D�VWUDWHJLF�GHFLVLRQ� WR�SULYLOHJH�FKLOG�EHQHILWV�DV�WKH�LQVWUXPHQW�WR�HOLPLQDWH�FKLOG�SRYHUW\��WKHUHIRUH��ZRXOG�QRW�UHPRYH�WKH�QHHG�WR�FRQVLGHU�PDQ\�GLIIHUHQW�PRGHOV�RI�KRZ�FKLOG�EHQHILW�FDQ�EH�FRQFHLYHG�DQG�DGPLQLVWHUHG��� +�� ,PPHUYROO�� +�� 6XWKHUODQG� DQG� .�� GH� 9RV� �������� ³&KLOG� 3RYHUW\� DQG� &KLOG� %HQHILWV� LQ� WKH�(XURSHDQ�8QLRQ´��(85202'�:RUNLQJ�3DSHU�1R�(0������� ,Q� HIIHFW�� WKHVH� DUH� QDUURZO\� IRFXVHG� WR� LQFOXGH� FKLOG� EHQHILWV��PDWHUQLW\� EHQHILWV�� DQG�EHQHILWV� IRU�FDUHUV� RI� GLVDEOHG� GHSHQGDQWV� >(&+3� 8'%� YDULDEOH� +����@�� � ,Q�ZRUN� EHQHILWV�� WD[� DOORZDQFHV��KRXVLQJ�EHQHILWV��DQG�EHQHILWV�LQ�NLQG�DUH�SURPLQHQWO\�DEVHQW�
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VWDQGDUGLVHG�GDWD�DYDLODEOH� LQ� WKLV�ZD\�IRU� WKH�(8�FRXQWULHV�DOORZV�WKH�FRXQWULHV� LQ�ZKLFK�FKLOGUHQ�DUH�PRVW�GHSHQGHQW�RQ�FKLOG�EHQHILWV�IRU�EHLQJ�UHVFXHG�IURP�SRYHUW\�WR�EH�LGHQWLILHG���7KLV�LV�GRQH�E\�ILUVW�HVWLPDWLQJ�WKH�DFWXDO�FKLOG�SRYHUW\�UDWHV�LQ������DQG�WKHQ�UHFDOFXODWLQJ�WKHP�DIWHU�UHPRYLQJ�³IDPLO\�UHODWHG�EHQHILWV´�IURP�KRXVHKROG�LQFRPH�WR�VHH�KRZ�PDQ\�PRUH�FKLOGUHQ�IDOO�EHORZ�WKH�SRYHUW\�OLQH�DV�D�UHVXOW���7KH�PHWKRGRORJ\�LV�FUXGH��IRU�H[DPSOH��QR�UHVSRQVH�E\�VRFLDO�DVVLVWDQFH�SURJUDPPHV�WR�WKH�ZLWKGUDZDO�RI�FKLOG�EHQHILWV�LV�DOORZHG�IRU��EXW�LW�\LHOGV�DQ�LQWHUHVWLQJ�EURDG�EUXVK�SLFWXUH�RI�WKH�UROH�RI�FKLOG�EHQHILWV�LQ�WKH�(8�LQ������
,Q� WZR� FRXQWULHV� �'HQPDUN� DQG� /X[HPERXUJ��� FKLOG� EHQHILWV� ZHUH� JHQHURXV� EXW�KRXVHKROG�LQFRPHV�ZHUH�KLJK�HQRXJK�WR�OHDYH�WKHP�ZLWK�UHODWLYHO\�ORZ�FKLOG�SRYHUW\�UDWHV�HYHQ�DIWHU�WKH�ZLWKGUDZDO�RI�FKLOG�EHQHILWV���,Q�D�VHFRQG�JURXS�FRQVLVWLQJ�RI�WKH�VRXWKHUQ�(XURSHDQ�PHPEHU�VWDWHV��3RUWXJDO��6SDLQ��,WDO\�DQG�*UHHFH���FKLOG�EHQHILWV�ZHUH� ORZ� DQG� PDGH� VXFK� D� VPDOO� FRQWULEXWLRQ� WR� KRXVHKROG� LQFRPH� WKDW� WKHLU�ZLWKGUDZDO� RQO\� PDUJLQDOO\� LQFUHDVHG� DOUHDG\� KLJK� FKLOG� SRYHUW\� UDWHV�� � ,Q� D� WKLUG�JURXS� �WKH� 8.�� WKH� 1HWKHUODQGV�� %HOJLXP�� $XVWULD� DQG� )UDQFH��� FKLOG� EHQHILWV�FRQVWLWXWHG� D� VLJQLILFDQW� SURSRUWLRQ� RI� WKH� WRWDO� LQFRPH�RI� KRXVHKROGV�ZLWK� FKLOGUHQ��PLQLPXP�RI����DQG�DV�KLJK�DV������LQ�%HOJLXP��DQG�WKHLU�ZLWKGUDZDO�ZDV VHHQ�WR�KDYH�D�PDMRU�HIIHFW�LQ�LQFUHDVLQJ�FKLOG�SRYHUW\���,UHODQG�IHOO�EHWZHHQ�WKH�VHFRQG�DQG�WKLUG�JURXS�GHSHQGLQJ�RQ�WKH�SRYHUW\�OLQH�XVHG���$W�WKH�����DQG�����SRYHUW\�OLQHV�UHPRYLQJ�FKLOG�EHQHILWV�SURPSWHG�DSSUR[LPDWHO\�D�VPDOO�����LQFUHDVH�LQ�D�UHODWLYHO\�KLJK�FKLOG�SRYHUW\�UDWH��SXWWLQJ�,UHODQG�LQWR�JURXS�WZR��ZKHUHDV��DW�WKH�����SRYHUW\�OLQH��WKH�LQFUHDVH�ZDV�RI�RQH�WKLUG��SXWWLQJ�LW�LQWR�JURXS�WKUHH����,Q�RWKHU�ZRUGV��DW�WKH�OHYHO�DW�ZKLFK�FKLOG�EHQHILWV�ZHUH�SDLG�LQ�,UHODQG�LQ�������WKHUH�ZDV�D�UHODWLYHO\�ODUJH�JURXS� MXVW� DERYH� WKH�����SRYHUW\� OLQH�GHSHQGLQJ�RQ� WKHP� WR� UHPDLQ�DERYH� LW� DQG�SURSRUWLRQDWHO\�VPDOOHU�JURXSV�EHLQJ�NHSW�MXVW�DERYH�WKH�����DQG�����SRYHUW\�OLQHV�
&RPSDULQJ�(XURSH�DQG�WKH�867KH�GLIIHUHQFH�SXEOLF�SROLF\� LQ� WKH�DUHD�RI� FKLOG� EHQHILW� DQG� IDPLO\�DOORZDQFHV�FDQ�PDNH�LV�HPSKDVLVHG�ZKHQ�WKH�86�DQG�(XURSH�DUH�FRPSDUHG��,W�FDQ�UHDVRQDEO\�EH�DUJXHG�� IRU�H[DPSOH�� WKDW�� LI� WKH�86�JHQXLQHO\�ZDQWV� WR� UHGXFH� IXUWKHU� LWV�VWLOO�KLJK�OHYHO�RI�FKLOG�SRYHUW\��LW�KDV�LPPHGLDWHO\�DYDLODEOH�WR�LW�D�UDQJH�RI�µEHVW�SUDFWLFH¶�LQ�WKH�VKDSH�RI�FXUUHQW�(XURSHDQ�V\VWHPV�IRU�SD\LQJ�FKLOG�EHQHILW�DQG�IDPLO\�DOORZDQFHV�
,Q� D� VHFRQG� VWXG\���� D� JURXS� RI� UHVHDUFKHUV� EDVHG� LQ� /X[HPERXUJ� FRPSDUH� WKH�PXOWLSOH� LQFRPH� VXSSRUWV� DYDLODEOH� WR� KRXVHKROGV� ZLWK� FKLOGUHQ� LQ� )UDQFH� DQG�/X[HPERXUJ� ZLWK� WKRVH� DYDLODEOH� WR� KRXVHKROGV� ZLWK� FKLOGUHQ� LQ� &DOLIRUQLD�� � 7KH\�FRQILQH� WKHLU� VWXG\� WR� FKLOG� EHQHILWV�� IDPLO\� DOORZDQFHV� DQG� PHDQV�WHVWHG� VRFLDO�DVVLVWDQFH� WUDQVIHUV� �LQFRPH�LQ�NLQG� DQG� LQVXUDQFH�EDVHG� LQFRPH� UHFHLSWV� ZHUH�H[FOXGHG���,Q�HIIHFW��WKHUHIRUH��WKH�VWXG\�ORRNV�DW��ILUVWO\��D�KRXVHKROG¶V�HQWLWOHPHQWV�WR�PRQHWDU\�VXSSRUW�EDVHG�RQ�WKH�QXPEHU��DJH��FRQGLWLRQ�DQG�DQ\�RWKHU�VSHFLDO�QHHGV�RI�FKLOGUHQ�ZLWKLQ�LW��UHJDUGOHVV�RI�WKH�ILQDQFLDO�FLUFXPVWDQFHV�RI�WKH�KRXVHKROG��DQG��VHFRQGO\�� LWV� HQWLWOHPHQWV� WR� PRQHWDU\� VXSSRUW� RQ� EHKDOI� RI� FKLOGUHQ� EDVHG� RQ�HYLGHQFH�RI�KRXVHKROG�LQFRPH�SRYHUW\���
�� %��-HDQGLGLHU��3��+DXVPDQ��.��9OHPLQFN[��5��'H�:HYHU�DQG�0��=DQDUGHOOL����������³7R�:KDW�([WHQW�GR� )DPLO\� 3ROLF\� DQG� 6RFLDO� $VVLVWDQFH� 7UDQVIHUV� 5HGXFH� WKH� )UHTXHQF\� DQG� ,QWHQVLW\� RI� &KLOG�3RYHUW\"��$�&RPSDULVRQ�EHWZHHQ�)UDQFH��WKH�86�DQG�/X[HPERXUJ´��&(36�/,6��/X[HPERXUJ��� 7KH�VWXG\�XVHIXOO\�GUDZV�DWWHQWLRQ�WR�WKH�ZLGH�UDQJH�RI�FULWHULD�WKDW�FDQ�JRYHUQ�WKH�HQWLWOHPHQW�RI�D�(XURSHDQ�KRXVHKROG�ZLWK�FKLOGUHQ�WR�LQFRPH�PDLQWHQDQFH�VXSSRUW��%\�FRQWUDVW��WKH�OLVW�RI�SURJUDPPHV�WKDW�SURYLGH�PRQHWDU\�VXSSRUW� WR�86�KRXVHKROGV�ZLWK�FKLOGUHQ�LV�H[WUHPHO\�VKRUW��7KH\�XVH�GDWD�IURPWKH� ����� ZDYH� RI� WKH� )UHQFK� (XURSHDQ� &RPPXQLW\� +RXVHKROG� 3DQHO� ������� KRXVHKROGV��� WKH� �����ZDYH� RI� WKH� /X[HPERXUJ� 6RFLR�(FRQRPLF� 3DQHO� ������� KRXVHKROGV��� DQG� WKH� ����� 86� &XUUHQW�3RSXODWLRQ�6XUYH\���������KRXVHKROGV���7KH�SRYHUW\�OLQH�WKH\�DGRSW�LV�����RI�PHGLDQ�LQFRPH�EXW�WKH\�WDNH�WKH�6WDWH�PHGLDQ�LQ�HDFK�FDVH�IRU�WKH�86��QRW�WKH�QDWLRQDO�PHGLDQ�
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7KH�VWXG\�ILUVW�DVNV�KRZ�GLIIHUHQWO\�GR�SRRU�FKLOGUHQ�IDUH�LQ�WKH�(XURSHDQ�FRXQWULHV�WR�&DOLIRUQLD��� 7KH�FRQFOXVLRQ�LV�XQDPELJXRXV��(XURSHDQ�VW\OH�IDPLO\�DOORZDQFHV�DQG�VRFLDO�DVVLVWDQFH�SURJUDPPHV�FRPELQH�WR�OLIW�DURXQG�WZR�WKLUGV RI�SRRU�FKLOGUHQ�RXW�RI�SRYHUW\��ZKHUHDV�WKH�PRUH�OLPLWHG�86�SROLF\�PL[�UHVFXHV�RQO\�DERXW�RQH�VHYHQWKRI�SRRU�FKLOGUHQ��7DEOH������)UDQFH¶V�PL[�RI�IDPLO\�DOORZDQFHV�DQG�VRFLDO�DVVLVWDQFH�WUDQVIHUV�UHGXFHG�WKH�SHUFHQWDJH�RI�WKH�QDWLRQ¶V�FKLOGUHQ�ZKR�ZHUH�SRRU�IURP�������WR�����WKH�PXFK�VPDOOHU�SDFNDJH�LQ�SODFH�LQ�&DOLIRUQLD�UHGXFHG�LWV�FKLOG�SRYHUW\�UDWH�IURP�������WR�������� �7KH�&DOLIRUQLDQ�SDFNDJH�DSSHDUV� LQ�D�EHWWHU� OLJKW�ZKHQ�WKH�LQWHQVLW\�RI�SRYHUW\��DQG�QRW�MXVW�D�KHDGFRXQW�RI�WKRVH�LQ�SRYHUW\��LV�H[DPLQHG���:KLOH�WKH�&DOLIRUQLDQ�SDFNDJH� UHGXFHG� WKH�QXPEHU�RI�FKLOGUHQ� LQ�SRYHUW\�E\�RQO\������ LW�UHGXFHG� WKH� LQGH[� RI� FKLOG� SRYHUW\ E\� ���� �WKH� LQGH[� FRPELQHV� WKH� QXPEHUV� LQ�SRYHUW\�ZLWK�WKH�LQWHQVLW\�RI�WKHLU�SRYHUW\��� �+RZHYHU��)UDQFH¶V�SROLF\�SDFNDJH�ZHQW�PXFK�IXUWKHU�DQG�UHGXFHG�WKH�FKLOG�SRYHUW\�LQGH[�LQ�WKDW�FRXQWU\�E\�����
7DEOH����3RYHUW\�5DWH�DQG�3RYHUW\�,QWHQVLW\�DPRQJ�&KLOGUHQ��XQGHU�����LQ�)UDQFH�DQG�&DOLIRUQLD��EHIRUH�DQG�DIWHU�*RYHUQPHQW�,QWHUYHQWLRQV

0HDVXUH )UDQFH������� &DOLIRUQLD��DFWXDO������� &DOLIRUQLD�VLPXODWHG�IRU������3HUFHQW�RI�DOO�&KLOGUHQ�LQ�3RYHUW\�%HIRUH�WUDQVIHUV $IWHU�WUDQVIHUV %HIRUH�WUDQVIHUV $IWHU�WUDQVIHUV $IWHU�WUDQVIHUV�j�OD�/X[HPERXUJ���3RYHUW\�UDWH��KHDGFRXQW� ����� ���� ����� ����� ����
���3RYHUW\�JDS��LQWHQVLW\� ����� ����� ����� ����� �����
����3RYHUW\�LQGH[����� ����� ����� ����� ����� �����

6RXUFH���-HDQGLGLHU�HW�DO���������7DEOH���
1RWHV�����7KH�SRYHUW\�OLQH�LV�����RI�PHGLDQ�KRXVHKROG�LQFRPH�DGMXVWHG�IRU�QHHGV�XVLQJ�WKH�VTXDUH�URRW�RI�KRXVHKROG�QXPEHUV�DV�HTXLYDOHQFH�VFDOH�
6HFRQGO\�� WKH� VWXG\� DVNV� ZKDW� ZRXOG� KDSSHQ� LI� D� 86� VWDWH� ZHUH� WR� DGRSW� WKH�SURJUDPPHV� DQG� SROLFLHV� RI� D� (XURSHDQ� VWDWH�� � $Q� DQVZHU� LV� SURYLGHG� E\� D�VLPXODWLRQ� H[HUFLVH�ZKLFK� DVVXPHG� WKDW� WKH� ����� SRSXODWLRQ� RI�&DOLIRUQLD� EHFDPH�HQWLWOHG� WR� WKH� IDPLO\� DOORZDQFHV� DQG� VRFLDO� DVVLVWDQFH� WKHQ� DYDLODEOH� LQ�/X[HPERXUJ��� /X[HPERXUJ�ZDV�FKRVHQ�DV�UHSUHVHQWLQJ�(XURSH¶V�µEHVW�SUDFWLFH¶�� LW�KDG�WKH�ORZHVW�FKLOG�SRYHUW\�UDWH�LQ�WKH�(8�LQ������>,PPHUYROO�HW�DO������@��� $JDLQ��WKH� UHVXOWV� DUH� FOHDU�� � ,I� &DOLIRUQLD� KDG� SURYLGHG� IDPLO\� DOORZDQFHV� DQG� VRFLDO�DVVLVWDQFH� LQ� ����� XQGHU� WKH� VDPH� FULWHULD� RI� HOLJLELOLW\� DQG DW� WKH� VDPH� OHYHOV� RI�VXSSRUW� DV� /X[HPERXUJ��LW�ZRXOG�KDYH�KDG�D� FKLOG� SRYHUW\� UDWH� DOPRVW DV� ORZ� DV�)UDQFH� � DW� ����� � DQG� DQ� HYHQ� ORZHU� FKLOG� SRYHUW\� LQGH[� �ODVW� FROXPQ�7DEOH� ������+RZHYHU�� WKLV� DGRSWLRQ� E\� &DOLIRUQLD� RI� WKH� SROLF\� SDFNDJH� HQMR\HG� E\� FKLOGUHQ� LQ�/X[HPERXUJ�LV�HVWLPDWHG�E\�WKH�DXWKRUV�DV�QHHGLQJ�D�ILYHIROG LQFUHDVH�LQ�WKH�VWDWH¶V�EXGJHW�IRU�FKLOG�VXSSRUW�LQ��������7R��VRPH��H[WHQW��WKLV��MXVWLILHV��WKH��FRQFOXVLRQ��WKDW�
�� $SSUR[LPDWH�SRSXODWLRQ�VL]HV�LQ�������&DOLIRUQLD����P���)UDQFH���P��� 7KH� H[HUFLVH� LV� LQGLFDWLYH� RQO\� EHFDXVH� LW� SUHVFLQGV� IURP� KRZ� $PHULFDQV� PLJKW� FKDQJH� WKHLU�EHKDYLRXU� LQ� UHVSRQVH� WR�VXFK�D�FXOWXUDOO\�XQXVXDO� � IRU� WKHP�� SROLF\�HQYLURQPHQW�� �,W�DOVR�SUHVFLQGV�IURP�WKH�LPSOLFDWLRQV�RI�KDYLQJ�WR�ILQDQFH�D�KXJH�LQFUHDVH�LQ�WKH�EXGJHW�IRU�IDPLO\�VXSSRUW��� ,W�KHOSHG�WKDW PRVW�RI�WKH�UHVHDUFKHUV�ZHUH�EDVHG�WKHUH�
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PXFK�ORZHU�SRYHUW\�UDWHV�DUH�DWWDLQDEOH�LQ�MXULVGLFWLRQV WKDW�DUH�ZLOOLQJ�WR�SD\�HQRXJK�WR�DWWDLQ�WKHP�
([DPLQDWLRQ� RI� WKH� )UHQFK� VLWXDWLRQ�PDNHV� FOHDU� WKDW� WKH�SURJUDPPHV� IURP�ZKLFK�FKLOGUHQ� PRVW� EHQHILW� DUH� RYHUZKHOPLQJO\� WKH� XQLYHUVDO� DQG� FDWHJRULFDO� RQHV�GHVLJQHG� IRU� FKLOGUHQ�� DQG� QRW� WKH� PHDQV�WHVWHG� VRFLDO� DVVLVWDQFH� SURJUDPPHV�WDUJHWHG�RQ�QHHG�� � ,Q� WKRVH�KRXVHKROGV�ZKHUH�FKLOGUHQ�ZHUH� UHVFXHG� IURP�SRYHUW\�WKDQNV� WR� WKH�)UHQFK�SROLF\� SDFNDJH�� ����RI� KRXVHKROG� LQFRPH�ZDV�FRPLQJ� IURP�IDPLO\� DOORZDQFHV� RI� RQH� W\SH� RU� DQRWKHU� DQG� RQO\� ��� IURP� VRFLDO� DVVLVWDQFH�SURJUDPPHV��7DEOH�����FROXPQ������7KLV�LPSOLHV�WKDW�&DOLIRUQLD�ZRXOG�QRW�RQO\�KDYH�WR� HQRUPRXVO\� LQFUHDVH� WKH� VFDOH� RI� LWV� ILQDQFLDO� VXSSRUW� IRU� FKLOGUHQ� EXW� WKDW� WKH�$PHULFDQ�SUHIHUHQFH�IRU�WDUJHWLQJ�SXEOLF�VRFLDO�DVVLVWDQFH�WLJKWO\�RQ�QHHG�ZRXOG�KDYH�WR�EH�FKDOOHQJHG�LQ�IDYRXU�RI�JUHDWHU�SXEOLF�VXSSRUW�IRU�FKLOG�UHDULQJ�PRUH�JHQHUDOO\�
7DEOH����&RPSRVLWLRQ�RI�+RXVHKROG�,QFRPH��ZKHUH�&KLOGUHQ�KDYH�EHHQ�5DLVHG�RXW�RI�3RYHUW\�DQG�ZKHUH�&KLOGUHQ�5HPDLQ�LQ�3RYHUW\�� )UDQFH������

&RPSRVLWLRQ�RI�KRXVHKROG�LQFRPH 1RW�SRRU�WKDQNV�WR�WUDQVIHUV�������� 3RRU�GHVSLWH�WKH�WUDQVIHUV����'XH�WR�)DPLO\�$OORZDQFHV �� ��'XH�WR�6RFLDO�$VVLVWDQFH�WUDQVIHUV � �'XH�WR�LQFRPH�IURP�DFWLYLW\ �� ��'XH�WR�RWKHU�VRFLDO�WUDQVIHUV �� ��2WKHU�,QFRPH � �7RWDO ��� ���
6RXUFH��-HDQGLGLHU�HW�DO���������7DEOH���

�������7KH�µSRUWDELOLW\¶�RI�FKLOG�LQFRPH�VXSSRUWV�DFURVV�WKH�ZRUN�QR�ZRUN�GLYLGH
8QLYHUVDO� FKLOG� EHQHILW� KDV� WKH� REYLRXV� DGYDQWDJH� RI� WUHDWLQJ� FKLOGUHQ� HTXDOO\��UHJDUGOHVV� RI� WKH� HPSOR\PHQW� VWDWXV� RI� WKHLU� SDUHQWV� RU� LQFRPH� VLWXDWLRQ� RI� WKHLU�KRXVHKROGV���7KH�REYLRXV�GLVDGYDQWDJH�LV�WKH�VFDOH�RI�WKH�SXEOLF�UHVRXUFHV�QHHGHG�LI�FKLOG� EHQHILW� DORQH� ZHUH� WR� FRQVWLWXWH� D� EXOZDUN� DJDLQVW� FKLOG� SRYHUW\�� DQG� LWV� ORZ�HIILFLHQF\� DV� D� SURJUDPPH�ZKHQ� WKH� DQWL�SRYHUW\� UDWKHU� WKDQ� WKH� KRUL]RQWDO� HTXLW\�REMHFWLYH� LV� IRFXVHG�� � 7KLV� ODVW� UHDVRQ� KDV� OHG� PDQ\� FRXQWULHV� WR� GHYHORS� FKLOG�VXSSOHPHQWV�WR�VRFLDO�DVVLVWDQFH�SD\PHQWV�LQWHQGHG�H[FOXVLYHO\�IRU�FKLOGUHQ�LQ�ORZ�LQFRPH� KRXVHKROGV�� � 7KH� JUHDW� GUDZEDFN� WR� WKHVH� PHDQV�WHVWHG�� QRQ�XQLYHUVDO�IRUPV�RI�FKLOG�LQFRPH�VXSSRUW�KDV�EHHQ�WKHLU�SRRU�WUDQVIHUDELOLW\�DFURVV�WKH�µZRUN�QR�ZRUN¶�GLYLGH���,Q�PDQ\�LQVWDQFHV��D�SDUHQW�OHDYLQJ�ZHOIDUH�IRU�ZRUN�IDFHG�� LQ�DGGLWLRQ�WR� ZRUN�UHODWHG� H[SHQVHV� DQG� HQWU\� WR� GLIIHUHQW� IRUPV� RI� LQFRPH� WD[DWLRQ� � WKH�SURJUHVVLYH�ZLWKGUDZDO�RI�WKHVH�FKLOG�LQFRPH�VXSSRUWV�
7KH�LQFUHDVHG�DWWHQWLRQ�EHLQJ�JLYHQ�WR�µLQ�ZRUN¶�EHQHILWV�IRU�WKRVH�RQ�ORZ�ZDJHV�KDV�EHHQ�D�SDUWLDO�UHFRJQLWLRQ�RI�WKH�IDFW�WKDW�WKH�FKLOGUHQ�RI�SDUHQWV�RQ�ZHOIDUH�UHFHLYHG�JUHDWHU�SXEOLF�VXSSRUW�WKDQ�FKLOGUHQ�ZKRVH�SDUHQWV�KDG�VLPLODU�LQFRPHV�EXW�IURP�ORZ�SD\LQJ�ZRUN���+RZHYHU��WKH�HQG�UHVXOW�LQ�VRPH�FRXQWULHV�ZDV�WKDW�SDUHQWV�RQ�VRFLDO�ZHOIDUH� DQG� SDUHQWV� LQ� ORZ�SD\LQJ� ZRUN� FDPH� WR� IDFH� WZR� VHSDUDWH� V\VWHPV� ZLWK�GLIIHUHQW� UXOHV� DQG� DVVHVVPHQW� SURFHGXUHV�� DQG� WKDW� WUDQVIHUULQJ� IURP� RQH� WR� WKH�RWKHU�ZDV�QRW�HDV\� %ULWDLQ��&DQDGD�DQG�$XVWUDOLD�KDYH�DOO� DGRSWHG��RU�DUH�DERXW�WR��PDMRU�LQQRYDWLRQV�LQ�WKH�GHOLYHU\�RI�FKLOG�LQFRPH�VXSSRUWV�WR�ORZ�LQFRPH�KRXVHKROGV�LQ� D� ZD\� WKDW� HQVXUHV� FKLOGUHQ� ZLOO� UHFHLYH� WKH� VDPH� VXSSRUW� UHJDUGOHVV� RI� WKH�HPSOR\PHQW� RU� ZHOIDUH� VWDWXV� RI� WKHLU� SDUHQWV�� � :H� KDYH� VHOHFWHG� WKH� SURSRVHG�,QWHJUDWHG�&KLOG�&UHGLW�LQ�%ULWDLQ�WR�LOOXVWUDWH�ZKDW�LV�LQYROYHG�
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%ULWDLQ� FXUUHQWO\� RSHUDWHV� WKUHH� SURJUDPPHV RI� LQFRPH� VXSSRUW� WR� FKLOGUHQ� LQ� ORZ�LQFRPH� KRXVHKROGV�� � 7KH\� DUH� GHVLJQHG� UHVSHFWLYHO\� IRU� RXW�RI�ZRUN ORZ�LQFRPHIDPLOLHV�� LQ�ZRUN� ORZ�HDUQLQJ IDPLOLHV�� DQG� LQFRPH�WD[� SD\LQJ IDPLOLHV� QRW� RQ� WKH�KLJKHU�UDWH��� 7KH�1HZ�/DERXU�*RYHUQPHQW�KDV�FRPPLWWHG�LWVHOI�WR�LQWHJUDWLQJ�WKHVH�WKUHH�SURJUDPPHV�LQWR�D�QHZ�RQH��WHUPHG�WKH�,QWHJUDWHG�&KLOG�&UHGLW��,&&��WR�WDNH�HIIHFW� LQ��������7KH�,&&�ZLOO�UDGLFDOO\�UHVWUXFWXUH�WKH�ZD\�LQ�ZKLFK�SXEOLF�VXSSRUW�LV�SURYLGHG�WR�FKLOGUHQ�LQ�ORZ�LQFRPH�KRXVHKROGV�LQ�%ULWDLQ���,W�LV�LQWHQGHG�WR�PDNH�WKH�GHSOR\PHQW� RI� DQ\� JLYHQ� OHYHO� RI� UHVRXUFHV� HDUPDUNHG� IRU� FKLOGUHQ� LQ� ORZ� LQFRPH�KRXVHKROGV�PRUH�HIIHFWLYH�DQG�IDLU�LQ�UHDFKLQJ�DOO�VXFK�FKLOGUHQ���)RU�LWV�LQWURGXFWLRQ�WR�HIIHFW�D�IXUWKHU�UHGXFWLRQ�RI�FKLOG�SRYHUW\��WKH�OHYHO�DW�ZKLFK�WKH�,&&�LV�VHW�ZLOO�KDYH�WR� EH� KLJKHU� WKDQ� ZKDW� LV� LPSOLFLW� LQ� WKH� OHYHO� RI� UHVRXUFHV� GHYRWHG� WR� WKH� WKUHH�SURJUDPPHV�LW�ZLOO�UHSODFH��QR�GHFLVLRQ�KDV�EHHQ�SUH�DQQRXQFHG�DERXW�LWV�OHYHO���7KH�,&&�ZLOO�EH�D� UHIXQGDEOH� WD[�FUHGLW� IRU�FKLOGUHQ�� L�H�� LQ�KRXVHKROGV�ZKHUH� LQFRPH� LV�YHU\� ORZ� LW� ZLOO� WDNH� WKH� IRUP� RI� D� PD[LPXP� FDVK� WUDQVIHU�� LQ� PLGGOH� LQFRPH�KRXVHKROGV�LW�ZLOO�WDNH�WKH�IRUP�RI�D�WD[�UHGXFWLRQ��ZKLOH�LQ�KRXVHKROGV�ZLWK�YHU\�KLJK�LQFRPHV�QHLWKHU�D�FDVK�WUDQVIHU�QRU�D�WD[�UHGXFWLRQ�ZLOO�EH�UHFHLYHG��7KH�,&&��WKXV��LV�QRW�D�XQLYHUVDO�PHDVXUH�DQG�LW�OHDYHV�XQLYHUVDO�FKLOG�EHQHILW�XQWRXFKHG���,W�LV�VLPLODU�WR�$PHULFD¶V�(,7&�EXW�ZLWK�WKH�PDMRU�GLIIHUHQFH�WKDW�LW�DSSOLHV�HTXDOO\�WR�ORZ�LQFRPH�QRQ�HPSOR\HG�DQG�XQHPSOR\HG�SDUHQWV�DQG�QRW�MXVW�WR�ORZ�HDUQLQJ�SDUHQWV�
)URP�D�UHYLHZ�RI�DQ�H[WHQVLYH�GHEDWH�DERXW�WKH�PHULWV�DQG�GHPHULWV�RI�WKH�,&&��ZH�VXPPDULVH� LWV� DQWLFLSDWHG� DGYDQWDJHV� DQG� GLVDGYDQWDJHV�� 7KH� PDLQ� DGYDQWDJHV�ZKLFK�LW�LV�FRQVLGHUHG�WR�KDYH�DUH�
x ,W� ZLOO� HQVXUH� WKDW� FKLOGUHQ� ZLWK� RXW�RI�ZRUN� DQG LQ�ZRUN� SDUHQWV� DUH� WUHDWHG�HTXDOO\� �WKH�PHDVXUH�ZLOO� EH� µVHDPOHVV¶�DQG� µSRUWDEOH¶� DFURVV� WKH�ZRUN�QR�ZRUN�GLYLGH����,W�VHHNV�WR�HQG��WKHUHIRUH��DQ\�GLVWLQFWLRQ�EHWZHHQ�D�GHVHUYLQJ�EHFDXVH�ZRUNLQJ�SRRU�DQG�D�QRQ�GHVHUYLQJ�EHFDXVH�QRW�ZRUNLQJ�SRRU��
x ,W� ZLOO� EH� DGPLQLVWHUHG� SULPDULO\� WKURXJK� WKH� WD[� V\VWHP� UDWKHU� WKDQ� WKH� EHQHILW�V\VWHP�� � 3URSRQHQWV� RI� WKLV� VHH� WKUHH� EHQHILWV�� � ,W� LV� H[SHFWHG� WR� PDNH� WKH�DVVHVVPHQW�RI�PHDQV� OHVV� LQWUXVLYH�DV� IRUP�ILOOLQJ� IRU� WD[�SXUSRVHV� LV� UHODWLYHO\�DQRQ\PRXV FRPSDUHG� WR WKH IDFH�WR�IDFH LQWHUYLHZV ZLWK� RIILFLDOV LQYROYHG� LQ�DSSO\LQJ� IRU� VRFLDO� DVVLVWDQFH�� � ,W� LV� FRQVLGHUHG� WKDW� WKHUH� LV� OHVV� VWLJPD� WR�FODLPLQJ�D�WD[�UHGXFWLRQ�WKDQ�FODLPLQJ�PHDQV�WHVWHG�EHQHILWV�� � ,W� LV� WKRXJKW� WKDW�ZLGHU�VXSSRUW�DPRQJ�WKH�JHQHUDO�SXEOLF�FDQ�EH�VHFXUHG�IRU� WD[�UHGXFWLRQV�WKDQ�IRU�VRFLDO�VHFXULW\�VSHQGLQJ�LQFUHDVHV�
x $OOLHG�ZLWK�DQ�(PSOR\PHQW�7D[�&UHGLW�WR�EH�LQWURGXFHG�LQ������DOVR��LW�ZLOO�HQDEOH�WZR�REMHFWLYHV�� HQFRXUDJLQJ�ZRUN�DQG�VXSSRUWLQJ�FKLOGUHQ�� WR�EH�PHW�ZLWK� WZR�SROLF\� LQVWUXPHQWV�� DQG� QRW� KDQGOHG� ZLWK� RQH� DV� WKH� FXUUHQW� %ULWLVK� :RUNLQJ�)DPLO\�7D[�&UHGLW�VHHNV�WR�GR�
7KH�PDLQ�FRQFHUQV�H[SUHVVHG�DERXW�WKH�LQWURGXFWLRQ�RI�WKH�,&&�DUH�
�� 7KH\� DUH� ,QFRPH� 6XSSRUW� DQG� -REVHHNHU¶V� $OORZDQFH� FKLOG� VXSSOHPHQWV�� :RUNLQJ� )DPLOLHV� 7D[�&UHGLW� �:)7&��� DQG� &KLOGUHQ¶V� 7D[� &UHGLW� �&7&��� � 7KH� ODVW� PD\� EH� WKH� OHDVW� ZHOO� NQRZQ�� � ,W� ZDV�LQWURGXFHG�LQ�$SULO������DQG�DOORZV�RQH�LQFRPH�WD[�FUHGLW�SHU�IDPLO\ ZKHUH�DW�OHDVW�RQH�FKLOG�LV�XQGHU�VL[WHHQ���7KH�FUHGLW�LV�RI������DW�\HDU��L�H���WKH�LQFRPH�WD[�ELOO�FDQ�EH�UHGXFHG�E\�WKLV�DPRXQW���,I�WKHUH�LV�PRUH� WKDQ�RQH� LQFRPH� WD[SD\HU� LQ�D� IDPLO\�� WKH�KLJKHVW�HDUQHU�KDV� WR�FODLP�LW�� �:LWKGUDZDO�EHJLQV�RQO\�ZKHQ�WKH�WD[SD\HU�PRYHV�LQWR�WKH�KLJKHU�WD[�EDQG��WKHQ�V�KH�ORVHV����RI�WKH�&7&�IRU�HDFK�����RI�LQFRPH� WD[DEOH� DW� WKH� KLJKHU� UDWH�� � ,Q� ��������� WKH� KLJKHU� WD[� EDQG� EHJDQ� DW� ��������� WKXV�� WKH�ZLWKGUDZDO�ZDV�FRPSOHWH�DW�FD����������
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x ,WV�YHU\�HIIHFWLYHQHVV�LQ�FKDQQHOLQJ�LQFRPH�VXSSRUW�WR�IDPLOLHV�ZKR�QHHG�LW�PD\�ZHDNHQ� JRYHUQPHQW� FRPPLWPHQW� WR� XQLYHUVDO� FKLOG� EHQHILW�� 7KH� &KLOG� 3RYHUW\�$FWLRQ�*URXS� �&3$*��� IRU� H[DPSOH�� DUJXHV� WKDW� XQLYHUVDO� FKLOG� EHQHILW� DOUHDG\�SRVVHVVHV�WKH�DGYDQWDJHV�DQWLFLSDWHG�RI�WKH�,&&��SRUWDEOH�DFURVV�WKH�ZRUN�QRQ�ZRUN� GLYLGH�� DGPLQLVWUDWLYHO\� HIILFLHQW�� ]HUR� VWLJPD�� ZKLOH� KDYLQJ�� LQ� DGGLWLRQ�� D�KLJK�WDNH�XS���7KH\�WHQG�WR�UHJDUG�WKH�IDFW�WKDW�KLJK�LQFRPH�IDPLOLHV�DOVR�UHFHLYH�FKLOG� EHQHILW�� DQG� WKH�KLJK�FRVW�RI� WKH�SURJUDPPH� �����EQ�� LQ�����������DV� WKH�SULFH�WR�EH�SDLG�IRU�WKHVH�DGYDQWDJHV�
x ,W�ZLOO�H[WHQG�PHDQV�WHVWLQJ�HYHQ� WKRXJK�� LW� LV�KRSHG��D� OHVV� LQWUXVLYH�DQG�PRUH�DFFHSWDEOH�IRUP�RI�PHDQV�WHVWLQJ���7KH�QXPEHU�RI�IDPLOLHV�PHDQV�WHVWHG�ZLOO�ULVH�IURP� ���P�� WR� VRPH� �P�� �WKHUH� DUH� RQO\� �P�� IDPLOLHV� ZLWK� FKLOGUHQ� LQ� %ULWDLQ�WRGD\��� � 7KLV�PHDQV� D� KXJH� LQFUHDVH� LQ� WKH� QXPEHU� RI� SHRSOH�ZKR�ZLOO� IDFH�D�KLJKHU�PDUJLQDO�WD[�SOXV�ZLWKGUDZDO�UDWH�DV�WKH\�VHHN�WR�LQFUHDVH�WKHLU�LQFRPHV��
x 7DNH�XS�ZLOO� EH�D SUREOHP��SDUWO\�EHFDXVH� WD[�DXWKRULWLHV�KDYH� OHVV�H[SHULHQFH�DQG� NQRZOHGJH� RI� ORZ�LQFRPH�%ULWDLQ� WKDQ� VRFLDO� ZHOIDUH� DXWKRULWLHV� DQG� SDUWO\�EHFDXVH�WD[�IRUPV�ZLOO�DOZD\V�EH�GLIILFXOW�IRU�PDQ\�RI�WKH�SRRUHVW�KRXVHKROGV�WR�KDQGOH���
7KLV�GHEDWH� LV�KLJKO\� LOOXVWUDWLYH�RI� WKH� WUDGH�RIIV�HQWDLOHG� LQ�PHHWLQJ� WKH�KRUL]RQWDO�HTXLW\�DQG�DQWL�SRYHUW\�REMHFWLYHV�RI�FKLOG� LQFRPH�VXSSRUW�SD\PHQWV�� � ,QWHUHVWLQJO\��WKH� UHIRUPV� DOUHDG\� LQWURGXFHG� LQ� %ULWDLQ� DQG� WKH� DQQRXQFHPHQW� RI� WKH� ,&&� KDYH�SURFHHGHG�ZLWKRXW�DQ\�RIILFLDO�ILJXUH�EHLQJ�SXW�RQ�WKH�FRVW�RI�UHDULQJ�D�FKLOG�LQ�%ULWDLQ�WRGD\��PXFK�OHVV�DQ\�DWWHQWLRQ�WR�ZKHWKHU�DQG�KRZ�WKDW�FRVW�YDULHV�ZLWK�WKH�DJH�RI�D�FKLOG�RU�IDPLO\�VL]H��� ,W�QHHGV�WR�EH�HPSKDVLVHG�WKDW�WKH�,&&�KDV�EHHQ�GHVLJQHG�WR�PHHW�%ULWDLQ¶V�FLUFXPVWDQFHV��LQ�WKH�SURFHVV��DQ�$XVWUDOLDQ�V\VWHP�RI�LQWHJUDWHG�FKLOG�SD\PHQWV�LQWURGXFHG�LQ������DQG�D�&DQDGLDQ�WZR�WLHU�FKLOG�WD[�EHQHILW�LQWURGXFHG�LQ������ZHUH�FORVHO\�VWXGLHG�� �(DFK�FRXQWU\�KDV�D�GLIIHUHQW�V\VWHP�EXW�KDV�IDFHG�WKH�VDPH� WUDGH�RIIV�� WKH�GLIIHUHQW� EDODQFHV� VWUXFN� DQG�GHVLJQV�DGRSWHG� UHIOHFW� FXOWXUDO�DQG�DGPLQLVWUDWLYH�FKDUDFWHULVWLFV�RI�HDFK�QDWLRQ�DV�ZHOO�DV�WKH�SROLWLFDO�PRRG�RI�WKHLU�WLPHV�>%DWWOH�DQG�7RUMPDQ��������:LOVRQ������@���6SDFH�SUHFOXGHV�D�SUHVHQWDWLRQ�RI�WKH� &DQDGLDQ� DQG� $XVWUDOLDQ� V\VWHPV� KHUH� EXW� WKHLU� H[LVWHQFH� LV� PHQWLRQHG� WR�XQGHUOLQH��DJDLQ�� WKDW� WKHUH� LV�QR�VLQJOH� µJROGHQ�SDWK¶�EXW� WKDW�HYHU\�VRFLHW\�KDV� WR�ZHLJK�WKH�KRUL]RQWDO�HTXLW\�DQG�DQWL�SRYHUW\�UHDVRQV�IRU�VRFLDOLVLQJ�VRPH�RI�WKH�FRVWV�SDUHQWV�LQFXU�LQ�UHDULQJ�WKHLU�DQG�VRFLHW\¶V�FKLOGUHQ�
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��� $FNQRZOHGJLQJ�3DUWLFXODU�1HHGV�LQ�2QH�3DUHQW�+RXVHKROGV
7KH�SUHYLRXV�VHFWLRQV�KDYH�GHPRQVWUDWHG� WKDW�FRXQWULHV� WDNH�GLIIHUHQW�SRVLWLRQV�RQ�WKH� H[WHQW� WR� ZKLFK� HPSOR\PHQW� RQ� WKH� SDUW� RI� SDUHQWV� DQG�RU� WKH� VRFLDOLVDWLRQ� RI�FKLOG�UHDULQJ� FRVWV� DUH� WR� EH� HPSKDVLVHG� LQ� WKH� ILJKW� DJDLQVW� FKLOG� SRYHUW\�� � 7KH�GLIIHUHQFHV�DUH�ZLGHU�VWLOO�ZKHQ�LW�FRPHV�WR�WKH�RQH�SDUHQW�IDPLO\���$�EDVLF�TXHVWLRQ�LV�ZKHWKHU� WKHUH� LV� DQ\� QHHG� RU� MXVWLILFDWLRQ� IRU� SURYLGLQJ� DGGLWLRQDO� LQFRPH� VXSSRUW�VSHFLILF�WR�WKH�ORQH�SDUHQW��ZKHQ�SDUHQWLQJ�DV�VXFK�LV�UHFHLYLQJ�LQFRPH�VXSSRUW�DQGWKH�ORQH�SDUHQW�KDV�WKH�VDPH�DFFHVV�WR�HPSOR\PHQW�DV�FRXSOHV��

7DEOH��� 3RYHUW\�5DWHV�E\�+RXVHKROG�7\SH��0LG�����V
1R�RQH�ZRUNLQJ :RUNLQJ/RQH�SDUHQW 7ZR�SDUHQWV /RQH�SDUHQW 2QH�RI�D�FRXSOH 7ZR�RI�D�FRXSOH

8QLWHG�6WDWHV ���� ���� ���� ���� ���8QLWHG�.LQJGRP ���� ���� ���� ���� ���&DQDGD ���� ���� ���� ���� ���$XVWUDOLD ���� ���� ��� ��� ���
*HUPDQ\ ���� ���� ���� ��� ���1HWKHUODQGV ���� ���� ���� ��� ���)UDQFH ���� ���� ���� ��� ���%HOJLXP ���� ���� ���� ��� ���'HQPDUN ���� ��� ���� ��� ���6ZHGHQ ���� ��� ��� ��� ���)LQODQG ��� ��� ��� ��� ���
$YHUDJH ���� ���� ���� ���� ���

6RXUFH��2[OH\�HW�DO���������7DEOH������
7DEOH� ��� UHSUHVHQWV� WKH�SRYHUW\� UDWHV� E\�KRXVHKROG� W\SH� ILUVW� VHHQ� LQ�7DEOH���EXW�QRZ�UHRUJDQLVHG�WR�KLJKOLJKW�WKDW�LW�LV�ZKHWKHU�SDUHQWV�DUH�ZRUNLQJ�RU�QRW��UDWKHU�WKDQ�EHLQJ� UHDUHG� E\� RQH� RU� WZR� SDUHQWV�� ZKLFK� PRVW� DIIHFWV� WKH� SRYHUW\� ULVNV� IDFLQJ�FKLOGUHQ�� � ,Q� DOO� WKH� (QJOLVK�VSHDNLQJ� FRXQWULHV� DQG� QHDUO\� DOO� WKH� QRUWKHUQ� (8�PHPEHU�VWDWHV��EHLQJ� UHDUHG�E\� WZR� MREOHVV�SDUHQWV� FDUULHV�D�PXFK�JUDYHU� ULVN�RI�FKLOGKRRG� SRYHUW\� WKDQ� EHLQJ� UHDUHG� E\� D� ORQH� SDUHQW� ZKR� LV� ZRUNLQJ�� � +RZHYHU��ZKHQ� KRXVHKROGV�ZLWK� QR� SDUHQW� LQ� ZRUN� DQG� WKRVH�ZLWK� DW� OHDVW� RQH� DW� ZRUN� DUH�FRQVLGHUHG�DV� WZR�VHSDUDWH�JURXSV�� WKH�FKLOGUHQ�RI� ORQH�SDUHQWV� IUHTXHQWO\� IDFH�E\�IDU�WKH�KLJKHVW�SRYHUW\�ULVN�ZLWKLQ�HDFK���:KHQ�D�ORQH�SDUHQW�WDNHV�HPSOR\PHQW��WKH�FKLOG� IDFHV� D�PXFK� ORZHU� OHYHO� RI� ULVN� WKDQ� SUHYLRXVO\� EXW� LW� LV� IUHTXHQWO\� RQH� WKDW�UHPDLQV�KLJK�FRPSDUHG�WR�FKLOGUHQ�LQ�WKH�RWKHU�W\SHV�RI�KRXVHKROGV�ZLWK�D�SDUHQW�DW�ZRUN���,Q�VKRUW��LQ�RU�RXW�RI�ZRUN��WKH�FKLOGUHQ�RI�RQH�SDUHQW�KRXVHKROGV�DSSHDU�WR�EH�DW�D�VWURQJ�UHODWLYH�GLVDGYDQWDJH�
7KHUH�LV�RQH�FOHDU�UHDVRQ�ZK\�WKH�RQH�SDUHQW�KRXVHKROG�UXQV�SDUWLFXODUO\�KLJK�ULVNV�RI�EHLQJ�DPRQJ�HLWKHU�WKH µZRUN�SRRU¶�RU�WKH�µZRUNLQJ�SRRU¶�LQ�VHYHUDO�FRXQWULHV���7KH�ORQH�SDUHQW� SRSXODWLRQV�RI� FRXQWULHV�FDQ�GLIIHU� VLJQLILFDQWO\� LQ�PHGLDQ�DJH�� OHYHO�RI�ODERXU�PDUNHW�H[SHULHQFH�DQG�HGXFDWLRQDO�DWWDLQPHQW�>%UDGVKDZ��7HUXP�DQG�6NHYLN��������:LOVRQ������@��KRZHYHU��WKHUH�LV�HYLGHQFH�IURP�VHYHUDO�FRXQWULHV�WKDW�WKH\�DUH�DOLNH LQ�FRQVWLWXWLQJ�D� UHODWLYHO\� GLVDGYDQWDJHG� JURXS�LQ�WKH� QDWLRQDO� ODERXU�PDUNHW�>'XQFDQ� DQG�(GZDUGV�� ����@�� � 3RRU� HPSOR\DELOLW\� LV� VHHQ� WR� EH� WKH� URRW� FDXVH�RI�ERWK��WKHLU��KLJKHU��QRQ�HPSOR\PHQW��DQG��ORZ��SD\��ZKHQ��LQ�ZRUN���:KHUH��WKLV�LV��WKH�
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FDVH�� WKH�ZHOIDUH�WR�ZRUN�HPSKDVLV� IRU� ORQH�SDUHQWV�PD\�EH�SDUWLFXODUO\�ZLGH�RI� LWV�WDUJHW���/RQH�SDUHQWV�PD\�EH�D�JURXS�ZKR�ILQG�LW�SDUWLFXODUO\�KDUG�WR�ILQG�MREV�LQ�WKH�ILUVW�SODFH�DQG�WR�H[SHULHQFH�ILQDQFLDO�UHZDUG�ZKHQ�WKH\�VXFFHHG�LQ�GRLQJ�VR��UDWKHU�WKDQ�D�JURXS�DPRQJ�ZKRP�WKH�ZRUN�HWKLF�LV�SDUWLFXODUO\�ZHDN��
)RU� H[DPSOH�� 'DYLG� (OOZRRG� FRPPHQWV� WKDW� 86� SROLF\PDNHUV� QHHG� WR� EH� UHDOLVWLF�DERXW�WKH�VNLOO�OHYHOV�RI�PDQ\�ORQH�SDUHQWV�DQG�ZKDW WKH\�FDQ�PD[LPDOO\�HDUQ�LQ�WKH�RSHQ� ODERXU� PDUNHW�� ³HYHQ� ZLWK� DOO� WKH� QHZ� VXSSRUWV� LQ� SODFH�� HYHQ� ZLWK� WKH�H[WUDRUGLQDULO\�VWURQJ�HFRQRP\�RI�UHFHQW�\HDUV��DQG�HYHQ�ZLWK�WKH�VKDUS�LQFUHDVH�LQ�ZRUN� E\� VLQJOH� SDUHQWV�� RYHUDOO� SRYHUW\� UDWHV� DPRQJ� VLQJOH� SDUHQW� IDPLOLHV� UHPDLQ�ZHOO�RYHU����SHUFHQW´� >���������@�� �:KHQ�WKH\�WDNH� MREV�� WKHLU�HDUQLQJV�WHQG�QRW�WR�LPSURYH�VXEVWDQWLDOO\�RYHU�WLPH�DQG�WKHLU�HPSOR\PHQW�LV�IUHTXHQWO\�RI�VKRUW�GXUDWLRQ���7KH�EDVLF�SUREOHP��KH�EHOLHYHV��LV�QRW�EHLQJ�DGGUHVVHG�E\�WKH�(,7&�DQG�ZHOIDUH�WR�ZRUN�UHIRUPV��YL]���WKDW�³WKH�IDPLO\�PXVW�JHQHUDOO\�UHO\�RQ�WKH�HDUQLQJV�RI�RQH�SHUVRQ�� W\SLFDOO\�D�ORZ�VNLOOHG�ZRPDQ�� IRU�VXSSRUW´�>���@���
$� VHFRQG� DQG� FRQWUDVWLQJ� H[DPSOH� LV� SURYLGHG� E\� 6ZHGHQ� >%M|UQEHUJ�� ������%UDGVKDZ�HW�DO������@���:RUNLQJ�ORQH�SDUHQWV�LQ�SDUWLFXODU�VHHPHG�WR�KDYH�EHQHILWHG�IURP� 6ZHGHQ¶V� RYHUDOO� HPSKDVLV� RQ� SDUHQWV� DV�ZRUNHUV� DQG� QRW� WR� KDYH� VXIIHUHG�IURP�WKH�LQWHQWLRQDO�QHXWUDOLW\�RI�6ZHGLVK�SXEOLF�SROLF\�RQ�IDPLO\�W\SH��� 6WDWLVWLFV�RQ�ORQH�SDUHQWV�DV�D�JURXS�ZHUH�QRW�HYHQ�URXWLQHO\�FROOHFWHG�IRU�RIILFLDO�SXUSRVHV���2QH�RI� WKH� IHZ�ZD\V�6ZHGLVK�SROLF\�RIILFLDOO\� UHFRJQLVHG�WKH�RQH�SDUHQW�KRXVHKROG�ZDV�E\�HQVXULQJ� WKDW� WKHLU�FKLOGUHQ� UHFHLYHG�SULRULW\� LQ�JDLQLQJ�DFFHVV� WR�PXQLFLSDO�GD\�FDUH�VHUYLFHV��EXW�WKHUH�ZDV�QR�DGGLWLRQDO� LQFRPH�WUDQVIHU���+RZHYHU��IURP������WR�������DQ�HFRQRPLF�UHFHVVLRQ�SXW�H[FHSWLRQDO�SUHVVXUH�RQ�WKH�ORQH�SDUHQW�SRSXODWLRQ�LQ�6ZHGHQ�� � ,W� EHFDPH�HYLGHQW� WKDW� WKH\�KDG�ZHDNHU�HGXFDWLRQDO�DWWDLQPHQWV� WKDQ�PDUULHG�FRXSOHV�DQG�ZHUH�GLVSURSRUWLRQDWHO\�WKH�FDVXDOWLHV�RI�ULVLQJ�XQHPSOR\PHQW���7KH� LQFUHDVHV� LQ� WKH� FRVWV� RI� FKLOGFDUH� SXW� ILVFDO� SUHVVXUHV� RQ�PXQLFLSDOLWLHV�ZKR�UHVWULFWHG�WKHLU�FKLOGFDUH�VHUYLFHV�WR�HPSOR\HG�ORQH�SDUHQWV���$V�XQHPSOR\PHQW�DQG�LQDFWLYLW\�DPRQJ� ORQH�SDUHQWV� URVH��KRZHYHU�� WKH 6ZHGLVK�6WDWH�KDV� WDNHQ�D�PRUH�H[SOLFLW�DQWL�SRYHUW\�VWDQFH�DQG�LQFUHDVHG�SDVVLYH�WUDQVIHUV�
6ZHGHQ¶V� FKLOG� SRYHUW\� UDWH�� WKXV��ZDV� DW� LWV� ORZHVW�ZKHQ� WKH� FRXQWU\�ZDV� KDYLQJ�PRVW�VXFFHVV�LQ�HQVXULQJ�WKDW�ZRPHQ�LQ�JHQHUDO��LQFOXGLQJ�ORZ�VNLOOHG�ZRPHQ��FRXOG�ILQG� HPSOR\PHQW� DQG�ZHUH�QRW�KDQGLFDSSHG�E\� WKHLU� SDUHQWLQJ� UHVSRQVLELOLWLHV��)RU�H[DPSOH�� &KULVWRSKHU� HW� DO� ������� VKRZ� WKDW�� RI� HLJKW� FRXQWULHV� WKH\� VWXG\�� WKH�JHQGHU�SRYHUW\�UDWLR�ZDV�TXLWH�H[FHSWLRQDO� LQ�6ZHGHQ��YL]���RQO\�WKHUH�ZHUH ZRPHQ�OHVV�OLNHO\�WR�EH�SRRU�WKDQ�PHQ ���������9LJRURXV�SROLFLHV�RQ�WKH�SDUW�RI�WKH�6ZHGLVK�ZHOIDUH�VWDWH� LPSURYHG� WKH�SRVW�WD[�DQG� WUDQVIHU�SRVLWLRQ�RI�ZRPHQ�UHODWLYH�WR�PHQ�VXEVWDQWLDOO\��EXW�WKH�PDUNHW�SRVLWLRQ�ZDV�DOUHDG\�IDYRXUDEOH�WR�ZRPHQ���+RZHYHU��DV�DOUHDG\�PHQWLRQHG��HFRQRPLF�UHFHVVLRQ�DQG�OHVV�SULRULW\�DFFHVV�WR�FKLOGFDUH�IDFLOLWLHV�IRU�ORQH�SDUHQWV�DV�D�FRQVHTXHQFH�RI�QHZ�FRQVWUDLQWV�RQ�SXEOLF�VSHQGLQJ�KDYH�OHG�WR�D� GHWHULRUDWLRQ� LQ� WKLV� DGYDQWDJHRXV� SRVLWLRQ� RI� ZRPHQ� IURP� ZKLFK� RQH�SDUHQW�KRXVHKROGV��LQ�SDUWLFXODU��EHQHILWHG�
7KHUH�FDQ�EH�OLWWOH�GRXEW�WKDW�(QJOLVK�VSHDNLQJ�FRXQWULHV�KDYH�EHHQ�FKDUDFWHULVHG�E\�DQ�H[FHSWLRQDO�UHOXFWDQFH�WR�WDUJHW�SXEOLF� LQFRPH�VXSSRUW�RQ�FKLOGUHQ�LQ�RQH�SDUHQW�KRXVHKROGV��GHVSLWH��WKHLU��HOHYDWHG��SRYHUW\��ULVN��LQ�DQG�RXW�RI�ZRUN����7KLV�KDV�EHHQ�
�� 7KH�KLJK�HPSOR\PHQW�UDWHV RI�6ZHGLVK�ORQH�SDUHQWV�ZHUH�FKLHIO\�D�UHVXOW�RI�WKH�6WDWH¶V�DSSURDFK�WR�SDUHQWLQJ�LQ�JHQHUDO��FKLOGFDUH�VHUYLFHV��JHQHURXV�PDWHUQLW\�OHDYH��OHDYH�IRU�WKH�VLFNQHVV�RI�D�FKLOG��HWF���ZHUH� DOO� WR� IDFLOLWDWH� ZRUNHUV� LQ� WKHLU� UROH� DV� SDUHQWV� UHJDUGOHVV� RI� WKHLU� PDULWDO� VWDWXV�� � 7KHLU� ORZ�SRYHUW\�UDWHV�ZHUH�FKLHIO\�WKH�UHVXOW�RI�WKH�6ZHGLVK�6WDWH¶V�VRFLDO�GHPRFUDWLF�HPSKDVLV�RQ�FLWL]HQVKLS��SURJUHVVLYH�WD[DWLRQ�DQG�UHGLVWULEXWLRQ�UHGXFHG�SRYHUW\�WKURXJKRXW�WKH�SRSXODWLRQ�
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EHFDXVH� RI� µPRUDO� KD]DUG¶�� WKH� WKHRU\� WKDW� LQVXULQJ�D� SRSXODWLRQ�DJDLQVW� D� ULVN�ZLOO�OHDG�WR�OHVV�HIIRUW�RQ�SHRSOH¶V�SDUW�WR�DYRLG�WKH�ULVN�LQ�WKH�ILUVW�SODFH���,Q�WKLV�FRQWH[W��WKDW� PHDQV� IHDUV� WKDW� LQFRPH� WUDQVIHUV� VSHFLILF� WR� EHLQJ� D� ORQH� SDUHQW� FUHDWH� DQ�LQGXFHPHQW� WR�EHFRPH�RU� UHPDLQ�D� ORQH�SDUHQW�DQG�� LI�ZLWKGUDZQ�DV�HDUQLQJV�ULVH��DOVR�FRQVWLWXWH�D�JURXS�VSHFLILF�ZRUN�GLVLQFHQWLYH���7KHVH�IHDUV�WHQG�WR�EH�UHPDUNDEO\�UHVLOLHQW�GHVSLWH�WKH�DEVHQFH�RI�DQ\�VWURQJ�UHVHDUFK�WR�JURXQG WKHP��L�H���WKHUH�LV�QR�HYLGHQFH� WKDW� WKH� FRXQWULHV� ZKLFK� µGR� PRVW¶� IRU� ORQH� SDUHQWV� �E\� ZD\� RI� LQFRPH�VXSSRUW�� KDYH�HLWKHU� WKH�KLJKHVW�QRQ�HPSOR\PHQW� UDWHV�DPRQJ� ORQH�SDUHQWV�RU� WKH�ODUJHVW�QXPEHUV�RI�ORQH�SDUHQWV�LQ�WKH�ILUVW�SODFH��
)RUVVpQ� DQG� +DNRYLUWD� �������� IRU� H[DPSOH�� IRXQG� WKDW�PRVW� )LQQLVK� ORQH� SDUHQWV�ZHUH� ZRUNLQJ� GHVSLWH� WKH� IDFW� WKDW� WKH\� ZRXOG� KDYH� KDG� WKH� VDPH� RU� KLJKHU�GLVSRVDEOH� LQFRPH�E\�VWD\LQJ�DW�KRPH�� �3KLSSV� �������QRWHV� WKDW� WKH� ODERXU� IRUFH�SDUWLFLSDWLRQ�RI�1RUZHJLDQ�ORQH�SDUHQWV LV�H[WUHPHO\�KLJK��WKRXJK�1RUZD\�KDV�VWURQJ�VXSSRUW� IRU� RQH�SDUHQW� IDPLOLHV� ZKR� DOVR� DYDLO� RI� JRRG� XQLYHUVDO�� QRQ�WD[DEOH�FKLOGUHQ¶V� DOORZDQFHV��0F.HRZQ� DQG� 6ZHHQH\� ������� SRLQW� RXW� WKDW� ORQH�PRWKHUV�ZLWK�FKLOGUHQ�DJHG�XQGHU�ILIWHHQ�KDG�KLJKHU�ODERXU�PDUNHW�SDUWLFLSDWLRQ�UDWHV�WKDQ�DQ\�RWKHU�FDWHJRU\�RI�PRWKHU�LQ�,UHODQG�E\�WKH�ODWH�����V���%DWWOH�DQG�7RUMPDQ��������DUH�GLVPLVVLYH�RI�WKH�LGHD�WKDW�&DQDGD¶V�&KLOG�7D[�%HQHILW�KDV�KDG�D�GLVFHUQLEOH�HIIHFW�LQ�UHGXFLQJ� SDUHQWV¶� LQFHQWLYH� WR� ZRUN� EHFDXVH� LW� LV� JUDGXDOO\� ZLWKGUDZQ� DV� HDUQLQJV�ULVH�� � 7KH\�XQGHUOLQH� VRPH�RI� WKH�DVVXPSWLRQV� WKDW�DUH�PDGH�E\� WKRVH�ZKR�FODLP�PDMRU� GLVLQFHQWLYH� HIIHFWV�� DQG� XUJH� FORVHU� DWWHQWLRQ� WR� WKH� GLVWLQFWLRQ� EHWZHHQ�PDUJLQDO�DQG�DYHUDJH�WD[�UDWHV�DQG�WKH�VSHFLILFV�RI�SURJUDPPH�GHVLJQ��

7KH�&DQDGD�&KLOG�7D[�%HQHILW� LPSRVHV�UHODWLYHO\�KLJK�PDUJLQDO�WD[�UDWHV�RQ�ZRUNLQJ� SRRU� IDPLOLHV�� «�+RZHYHU�� WKHVH�� FDQQRW� DIIHFW� ODERXU� PDUNHW�EHKDYLRXU� LI� WKH\� DUH� LQYLVLEOH�� ,W� LV� KDUG� WR� EHOLHYH� WKDW� PDQ\� &DQDGLDQ�IDPLOLHV�KDYH�DQ\�LGHD�RI�WKH�LPSDFW�RI�IHGHUDO�FKLOG�EHQHILWV�RQ�WKHLU�PDUJLQDO�WD[�UDWH��7KHUH�LV�D�ORQJ�WLPH�ODJ��XS�WR����PRQWKV��EHWZHHQ�WKH�DVVHVVPHQW�RI�LQFRPH�DQG�WKH�SD\PHQW�RI�FKLOG�EHQHILWV��7KH�QHW�IDPLO\�LQFRPH�GHILQLWLRQ�XVHG�E\� WKH�&DQDGD�&KLOG�7D[�%HQHILW� DOVR�PDNHV� LW� GLIILFXOW� IRU� IDPLOLHV� WR�ILJXUH� RXW� WKHLU� FKLOG� EHQHILWV�� LQ� DQ\� FDVH�� WKH� EHQHILW� LV� FDOFXODWHG�DXWRPDWLFDOO\� IRU� WKHP�E\� WKH� IHGHUDO�JRYHUQPHQW��)DPLOLHV�DUH�PXFK�PRUH�OLNHO\� WR� KDYH� D� VHQVH� RI� WKHLU� DYHUDJH� WD[� UDWH� �YLVLEOH� WR� WKHP� IURP� WKH�GLIIHUHQFH�EHWZHHQ�WKHLU�JURVV�DQG�QHW�SD\��WKDQ�WKHLU�PDUJLQDO�WD[�UDWH��DQG�WKH�IRUPHU�LV�PXFK�ORZHU�WKDQ�WKH�ODWWHU�
/DERXU�PDUNHW�EHKDYLRXU� LV�DIIHFWHG�E\�D�YDULHW\�RI� IDFWRUV��DPRQJVW�ZKLFK�PDUJLQDO�WD[�UDWHV�DUH�EXW�RQH�FRQVLGHUDWLRQ��)RU�H[DPSOH��WKH�DYDLODELOLW\�RI�DIIRUGDEOH�FKLOGFDUH�DQG�WKH�ILHUFH�GHVLUH�RI�PDQ\�&DQDGLDQV��HVSHFLDOO\�WKH�WKRXVDQGV�RI�ZRUNLQJ�SRRU�DQG�PRGHVW�LQFRPH�HPSOR\HG�SDUHQWV��WR�ZRUN�IRU�SD\�DQG�QRW�UHO\�RQ�ZHOIDUH�DUH�WZR�VXFK�IDFWRUV��6RPH�SHRSOH�ZRUN�EHFDXVH�WKH\�OLNH�WKH�VRFLDO�DVSHFWV�RI�WKH�ZRUNSODFH��RU�WKH�FKDOOHQJH�RI�ZRUN��RU�IRU�DQ\�QXPEHU�RI�QRQ�PRQHWDU\�UHDVRQV��,W�VHHPV�LPSODXVLEOH�WR�XV�WKDW�KLJKHU�PDUJLQDO� WD[�UDWHV�RQ�ZRUNLQJ�SRRU�IDPLOLHV�UHVXOWLQJ�IURP�WKH�&DQDGD�&KLOG�7D[� %HQHILW�� HYHQ� LI� VXFK� IDPLOLHV� XQGHUVWRRG� WKH� LPSOLFDWLRQV�� ZKLFK� LV�GRXEWIXO��ZRXOG�UHVXOW�LQ�SDUHQWV�GHFLGLQJ�WR�TXLW�WKHLU�MRE�RU�WR�PRYH�IURP�IXOO�WLPH�WR�SDUW�WLPH�ZRUN�� >%DWWOH�DQG�7RUMPDQ������@

7KHUH� LV� DOVR� D� GHDUWK� RI� UHOLDEOH� HYLGHQFH� WKDW� WKH� DYDLODELOLW\� DQG� JHQHURVLW\� RI�LQFRPH�VXSSRUW�WR�ORQH�SDUHQWV�KDV�KDG�DQ�DSSUHFLDEOH�LPSDFW�RQ�WKH�QXPEHU�RI�RQH�
�� )RU� H[DPSOH�� WKH� PDUJLQDO� WD[� UDWH� IRU� DQ� 2QWDULR� IDPLO\� ZLWK� QHW� LQFRPH� RI� �������� URVH� IURP������� EHIRUH� WKH� UHIRUP� WR� �������ZKLFK�PHDQV� WKDW� LW� NHHSV� RQO\� KDOI� RI� HYHU\� H[WUD� GROODU� WKDW� LW�HDUQV�
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SDUHQW�KRXVHKROGV�� � ,Q� WKH�86� IRU�H[DPSOH��FDUHIXO� UHVHDUFK�KDV�FRQVLVWHQWO\�EHHQ�XQDEOH�WR�ILQG�WUHQGV�DQG�SDWWHUQV�WKDW�ZRXOG�VXSSRUW�WKH�WKHVLV��>IRU�H[DPSOH��0RIILWW��������5RVHQ]ZHLJ�DQG�:ROSLQ�������@���,Q�$XVWUDOLD��:LOVRQ��������PDNHV�FOHDU�WKDW�WKH�JURZWK�LQ�WKH�QXPEHUV�RI�ORQH�SDUHQWV�GHSHQGHQW�RQ�VRFLDO�ZHOIDUH�RYHU�WKH�ODVW�WZR�GHFDGHV�KDV�EURDGO\�PDWFKHG� WKHLU�JURZLQJ�VLJQLILFDQFH� LQ� WKH�SRSXODWLRQ�� L�H���ZHOIDUH�LV�UHVSRQGLQJ�WR��DQG�QRW�OHDGLQJ��WKH�WUHQG���)LQDOO\���%UDGVKDZ�HW�DO��������VWXG\�WKUHH�1RUGLF�DQG�WKUHH�(QJOLVK�VSHDNLQJ�FRXQWULHV���'HVSLWH�WKHLU�YHU\�GLIIHUHQW�ZHOIDUH� UHJLPHV�� WKH\� ILQG� WKDW�RQH�SDUHQW�KRXVHKROGV�DSSUR[LPDWHO\�GRXEOHG�DV�D�SHUFHQWDJH�RI�DOO�KRXVHKROGV�ZLWK�FKLOGUHQ��IURP�DURXQG�����LQ������WR�DURXQG�����LQ������LQ�DOO�WKH�FRXQWULHV���7KH\�FRQFOXGH�WKDW�³SROLF\�UHJLPHV�DSSHDU�WR�KDYH�RQO\�D�PRGHVW�HIIHFW�� LI�DQ\�DW�DOO��RQ�WKH�IRUPDWLRQ�RI� ORQH�SDUHQW�IDPLOLHV´�EXW�WKDW�WKH\�FDQ�³VWURQJO\�LQIOXHQFH�WKH�ORQH�SDUHQW¶V�VLWXDWLRQ´��PHDQLQJ�SULQFLSDOO\�WKH�SURSRUWLRQ�RI�WKHP�LQ�SRYHUW\�DQG�WKH�SURSRUWLRQ�LQ�HPSOR\PHQW����
7KH� WKUXVW� RI� WKH� HYLGHQFH� UHYLHZHG� DERYH� LV� WKDW� FXUWDLOLQJ� RU� UHIXVLQJ� LQFRPH�VXSSRUW�WR�RQH�SDUHQW�KRXVHKROGV�PRUH�VXUHO\�DGGV�WR�WKH�QXPEHUV�LQ�SRYHUW\�WKDQ�LW�UHGXFHV�WKH�QXPEHU�RI�ORQH�SDUHQWV���,PSURYLQJ�LQFRPH�VXSSRUW�WR�WKHP��RQ�WKH�RWKHU�KDQG�� TXLWH� FHUWDLQO\� UHGXFHV� WKH� SRYHUW\� FRXQW� ZKLOH� LW� KDV� PLQLPDO� LPSDFW� RQ� DVHFXODU�WUHQG�WKDW�LV�LQFUHDVLQJ�WKH�QXPEHU�RI�RQH�SDUHQW�KRXVHKROGV�
7KHUH�LV�DQRWKHU�GLPHQVLRQ�WR�D�QDWLRQ¶V�RQH�SDUHQW�KRXVHKROGV�WKDW�KDV�QRW�DOZD\V�ILJXUHG� SURPLQHQWO\� LQ� DVVHVVPHQWV� RI� WKHLU� SRYHUW\� ULVNV� DQG� WKH� SROLF\� GHEDWH�VXUURXQGLQJ� WKHP�� LW� LV� LPSRUWDQW� WR� HQVXUH� WKDW� WKHLU� FRQWULEXWLRQ� WR� VRFLHW\� DV�SDUHQWV�UHPDLQV�SDUW�RI�WKH�FRQWH[W�ZLWKLQ�ZKLFK�SXEOLF�VXSSRUW�LV�EHLQJ�GHVLJQHG�IRU�WKHP�DORQJ�ZLWK� WKHLU�SRWHQWLDO�FRQWULEXWLRQ�DV�HPSOR\HHV�� �(YHQ� LI� LW�ZHUH WUXH�WKDW�PRUH� JHQHURXV� LQFRPH� VXSSRUW� WR� ORQH� SDUHQWV� UHGXFHG� WKHLU� ODERXU� VXSSO\�� WKLV�PLJKW� QRW� EH� D EDG� WKLQJ� DV� LW� FRXOG�PHDQ�� IRU� H[DPSOH�� WKDW�PRWKHUV�ZLWK� \RXQJ�FKLOGUHQ�ZHUH�DOORFDWLQJ�WKHLU� WLPH� LQ�D�ZD\�DUJXDEO\�PRUH�RSWLPDO� IRU�VRFLHW\��H�J���GHYRWLQJ�PRUH�WLPH�WR�FKLOG�UHDULQJ��RU�FRPELQLQJ�GRLQJ�VR�ZLWK�HGXFDWLRQ���

7KH� DOWHUQDWLYH� DOORFDWLRQ� RI� WLPH� LQ� SRRU� KRXVHKROGV� �ZKHUH� D� SDUHQW� LV�GHSHQGHQW� RQ� ZHOIDUH�� LV� QRW� QHFHVVDULO\� OHVV� RSWLPDO� WKDQ� D� ORZ�SDLG��XQSURWHFWHG�DQG�VWXOWLI\LQJ�MRE�� LQFOXGLQJ�IURP�D�VRFLDO�ZHOIDUH�SRLQW�RI�YLHZ��DQG�SDUWLFXODUO\�LQ�WKH�ORQJ�WHUP��>1LFDLVH� ��������@��
)RU�H[DPSOH��IHZ�RI�WKH�H[WHQVLYH�HYDOXDWLRQV�XQGHUWDNHQ�LQ�WKH�86�RI�WKH�HIIHFWV�RI�GLIIHUHQW�ZHOIDUH�WR�ZRUN�UHIRUPV�RQ�ORQH�SDUHQWV�KDYH�H[SOLFLWO\�LQFOXGHG�WKH�HIIHFWV�RQ� WKH� ZHOO�EHLQJ� RI� FKLOGUHQ� RI� WKHLU� SDUHQW¶V� QHZ� HPSOR\PHQW�� 7KH� RXWFRPHV� RI�SULPDU\� LQWHUHVW�KDYH�EHHQ� WKH�GHJUHH�RI�ZHOIDUH�GHSHQGHQF\��HPSOR\PHQW� OHYHOV��DQG�SRYHUW\�UDWHV��ZKLOH� WKH�TXDOLW\�RI�SDUHQWLQJ�DQG�FKLOG�GHYHORSPHQWDO�RXWFRPHV�KDYH�EHHQ�FRQVSLFXRXV�E\�WKHLU�DEVHQFH�IURP�WKH�HYDOXDWLRQV�>%DQH��������(OOZRRG������@�
,Q�VR�IDU�DV�EHLQJ�UHDUHG�E\�WZR�SDUHQWV��HDFK�RI�ZKRP�KDV�HPSOR\PHQW��FRQVWLWXWHV�WKH�EHVW�FRQWH[W�ZLWKLQ�ZKLFK�FKLOGUHQ�FDQ�HVFDSH�SRYHUW\��WKHQ�WZR�LVVXHV�QRUPDOO\�FRQVLGHUHG�SDUW�RI�WKH�DQDO\VLV�RI�IDPLO\�SROLF\�EHFRPH�LPSRUWDQW�WR�DQDO\VHV�RI�FKLOG�SRYHUW\� DOVR�� � 7KHVH� DUH� WKH� UDWH� DW� ZKLFK� RQH�SDUHQW� KRXVHKROGV� UHFRQVWLWXWH� WR�EHFRPH� WZR�SDUHQW� KRXVHKROGV�� DQG� WKH� GLIIHUHQW� VWUDWHJLHV� ZKLFK� SURPRWH� WKH�LQYROYHPHQW�RI�ERWK�SDUHQWV�LQ�WKH�UHDULQJ�RI�WKHLU�FKLOG�HYHQ�ZKHQ�WKH\�OLYH�DSDUW�
2WKHU� WKLQJV� EHLQJ� HTXDO�� FKLOG� SRYHUW\� FDQ� EH� PRUH� HIILFLHQWO\� DQG� HIIHFWLYHO\�DGGUHVVHG�E\� SXEOLF� LQWHUYHQWLRQV�ZKHQ FKLOGUHQ�DUH�EHLQJ�UHDUHG�LQ�KRXVHKROGV�E\�WZR�SDUHQWV�UDWKHU�WKDQ�E\�RQH���7KHUH�LV��LQ�ILUVW�SODFH��WKH�SRWHQWLDO�IRU�WZR�HDUQHUVRU� WKH� SRWHQWLDO IRU RQH� HDUQHU� DQG� RQH� FDUHU�� ERWK RI� ZKLFK� VWUHQJWKHQ WKH�
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KRXVHKROG¶V� ODERXU� PDUNHW� SRVLWLRQ�� $SDUW� IURP� WKHVH� LPSURYHG� IRXQGDWLRQV� IRU�FKLOGUHQ¶V�PDWHULDO�DQG�HFRQRPLF�ZHOO�EHLQJ�� WKHUH�DUH��RI�FRXUVH��RWKHU�DUJXPHQWV�EDVHG�RQ WKH�LQGHSHQGHQW�DQG�FRPSOHPHQWDU\�FRQWULEXWLRQV�RI�PRWKHUV�DQG�IDWKHUV�WR�FKLOGUHQ¶V�QRQ�PDWHULDO�ZHOO�EHLQJ���)RU�H[DPSOH��IDPLO\�VWXGLHV�GHPRQVWUDWH�WKDW��D��FKLOGUHQ�DUH�KDSSLHU�KDYLQJ�UHJXODU�DQG�VHFXUH�FRPPXQLFDWLRQ�ZLWK�HDFK�RI�WKHLU�SDUHQWV�� �E�� FKLOGUHQ¶V� VHOI�LGHQWLW\� DQG� VRFLDO� VNLOOV� GHYHORS� EHWWHU� WKURXJK�REVHUYDWLRQ� RI�� DQG� LQWHUDFWLRQ� ZLWK�� IDWKHU� DQG� PRWKHU�� �F�� FKLOGUHQ� DUH� EHWWHU�VXSHUYLVHG�ZKHQ�WZR�SDUHQWV�VKDUH�WKH�UHVSRQVLELOLW\���G��FKLOGUHQ�DUH�OLNHO\�WR�KDYH�SDUHQWV� ZKR� HQMR\� EHWWHU� SK\VLFDO� DQG� PHQWDO� KHDOWK� ZKHQ� WKHLU� SDUHQWV� DUH� QRW�VHSDUDWHG��>0F.HRZQ�DQG�6ZHHQH\������@�
-XVW� DV� WKHVH� DQWLFLSDWHG� EHQHILWV� DUH� QRW� SUHVHQW� LQ� HYHU\� KRXVHKROG� ZLWK� WZR�SDUHQWV��SDUW�RI�WKH�UHDVRQ�IRU�GLYRUFH�VHSDUDWLRQ�LQ�WKH�ILUVW�SODFH���VR�WKH\�FDQ�EHSXUVXHG�HYHQ�ZKHUH�WKH�SDUHQWV�DUH�OLYLQJ�LQ�VHSDUDWH�KRXVHKROGV� :KLOH�IDPLO\�ODZ�KDV� REOLJDWLRQV� WR� SURWHFW� FKLOGUHQ¶V� DQG� SDUHQWV¶� ULJKWV� WR� DFFHVV�� FRPPXQLFDWLRQ�DQG�LQKHULWDQFH��WKH�DVSHFW�RI�PRVW�LQWHUHVW�LQ�D�UHYLHZ�RI�FKLOG�SRYHUW\�LV�WKH�PDQQHU�LQ�ZKLFK�WKH�QRQ�UHVLGHQW�SDUHQW�LV�UHJDUGHG�DV�KDYLQJ�VRPH�ILQDQFLDO�UHVSRQVLELOLW\�IRU�KLV�RU�KHU�FKLOGUHQ��$JDLQ��FRXQWULHV�RIIHU�YHU\�GLIIHUHQW�PRGHOV���,Q�6ZHGHQ��WKH�6WDWH�SD\V�DQ�DGYDQFH�PDLQWHQDQFH�SD\PHQW��PRGHVW��WR�ORQH�SDUHQWV�µRQ�EHKDOI�RI¶�WKH� DEVHQW� SDUHQW� IURP�ZKRP� LW� WKHQ� VHHNV� WR� UHFRXS� WKH� H[SHQVH� LQFXUUHG�� 7KLV�VSDUHV�GLYRUFHG�RU�VHSDUDWHG�SDUHQWV�KDYLQJ�DQRWKHU�LVVXH�RYHU�ZKLFK��SRWHQWLDOO\��WR�TXDUUHO��%ULWDLQ¶V�&KLOG�6XSSRUW�$JHQF\��RQ�WKH�RWKHU�KDQG��HQJDJHG��IRU�D�ZKLOH��LQ�WU\LQJ� WR�HQIRUFH� OHYHOV�RI�PDLQWHQDQFH� IURP�QRQ�UHVLGHQW�SDUHQWV� WKDW�DSSHDUHG�WR�PDNH� OLWWOH� DOORZDQFH� IRU� WKH� ILQDQFLDO� FRPPLWPHQWV� WKDW� WKHLU� QHZ� UHODWLRQVKLSV�HQWDLOHG�� WR� WKH�H[WHQW� WKDW�QRQ�UHVLGHQW�SDUHQWV� IDFHG�D�KHLJKWHQHG�SRYHUW\� ULVN� LQ�WKHLU� QHZ�VLWXDWLRQV�� � ,Q� WKH�86��PDLQWHQDQFH�SD\PHQWV� IURP�QRQ�UHVLGHQW�SDUHQWV�LQFUHDVHG� E\�PRUH� WKDQ� WZR�WKLUGV� LQ� UHDO� WHUPV� EHWZHHQ� ����� DQG� ����� DQG� DUH�FUHGLWHG��RQ�WKHLU�RZQ��ZLWK�OLIWLQJ�KDOI�D�PLOOLRQ�FKLOGUHQ�RXW�RI�SRYHUW\���+RZHYHU��LQ�VR�IDU�DV�VWDWHV�XVH�PDLQWHQDQFH�PRQLHV�WKH\�FROOHFW�WR�UHGXFH�SXEOLF�VXSSRUW��LW� LV�DFNQRZOHGJHG�WKDW�SDUHQWV�FXUUHQWO\�KDYH�OLWWOH�LQFHQWLYH�WR�FR�RSHUDWH��
:H� HQG� WKLV� EULHI� IRUD\� LQWR� IDPLO\� SROLF\� E\� VXJJHVWLQJ� WKDW� WKH� GHVLUDELOLW\� DQG�IHDVLELOLW\� RI� SXEOLF� SROLFLHV� HQFRXUDJLQJ� VWDEOH� WZR�SDUHQW� KRXVHKROGV� LV� QRW� D�SHULORXV� HQWU\� LQWR� WKH� IUDXJKW� GHEDWH� DERXW� µWUDGLWLRQDO� IDPLO\� YDOXHV¶� IRU� WKRVH�FHQWUDOO\� FRQFHUQHG�ZLWK� FKLOG� SRYHUW\��EXW�D� OHJLWLPDWH� LQWHUPHGLDWH�VWUDWHJ\�ZRUWK�VFUXWLQ\�� � (QRXJK� KDV� DOUHDG\� EHHQ� VDLG� WR� HPSKDVLVH� WKDW� VXFK� SROLFLHV� �IRU�H[DPSOH��LQFRPH�VXSSRUW�IRU�WKH�DW�KRPH�SDUHQW�HQJDJHG�LQ�FDULQJ�IRU�D�\RXQJ�FKLOG��WD[�DOORZDQFHV�IRU�PDUULHG�FRXSOHV��HQVXULQJ�WKH�ZHOIDUH�FRGH�GRHV�QRW�SHQDOLVH�ORQH�SDUHQWV�IRU�IRUPLQJ�QHZ�UHODWLRQVKLSV��HWF���GR�QRW�LPSO\�D�QHJDWLYH�DSSUDLVDO�RI�RQH�SDUHQW�KRXVHKROGV�EXW�ZRXOG�EHWWHU�EH�FRPSOHPHQWDU\�WR�VSHFLILF�SROLFLHV�SURYLGLQJ�DGGLWLRQDO�VXSSRUW�WR�WKHP��
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��� 3URWHFWLQJ�WKH�/LYLQJ�6WDQGDUGV�RI�+RXVHKROGV�ZLWK�1R�(DUQLQJV
7KH�IRXUWK�DQG�ILQDO�LQWHUPHGLDWH�SROLF\�REMHFWLYH�HQ�URXWH�WR�HOLPLQDWLQJ�FKLOG�SRYHUW\�LV�WKH�QHHG�IRU�D�FRXQWU\�WR�HQVXUH�LQFRPH�DGHTXDF\�IRU�SDUHQWV�ZKR��IRU�ZKDWHYHU�UHDVRQV�� UHPDLQ� XQHPSOR\HG� IRU� ORQJ� SHULRGV� RU� DUH� RXWVLGH� WKH� ZRUNIRUFH�� � ,Q�UHYLHZLQJ� WKH�FRQWULEXWLRQ�RI� WKH�(,7&� WR� UHGXFLQJ�FKLOG�SRYHUW\� LQ� WKH�86��DQG� WKH�OLNHO\�LPSDFW�RI�%ULWLVK�*RYHUQPHQW�SROLF\�LQ�GRLQJ�VR�LQ�%ULWDLQ��FOHDU�OLPLWV�HPHUJHG�DV�WR�KRZ�IDU�WKH�VWUDWHJ\�RI�OLIWLQJ�FKLOGUHQ�RXW�RI�SRYHUW\�E\�LQFUHDVLQJ�WKHLU�SDUHQWV¶�HDUQLQJV�ZLOO�DWWDLQ�LWV�REMHFWLYH���(YHQ�LQ�SHULRGV�RI�VWURQJ�DJJUHJDWH�ODERXU�GHPDQG��DGXOWV� LQ� VRPH�KRXVHKROGV�DUH�XQDEOH� WR�VXVWDLQ�D� IXOO�WLPH� MRE� � WKH� UHDVRQV�YDU\�IURP�DOFRKRO�DQG�GUXJ�DEXVH� WR�SV\FKRVRFLDO�SUREOHPV�QRW�FRYHUHG�E\�WKH�H[LVWLQJ�GLVDELOLW\� FRGH�� � 6RPH� RI� WKHVH� DGXOWV�� WKRXJK� WURXEOHG�� DUH� ZLOOLQJ� WR� ZRUN� EXW�HPSOR\HUV�DUH�XQZLOOLQJ� WR�KLUH� WKHP��RWKHUV�DUH�� IUDQNO\��XQZLOOLQJ� WR�ZRUN�� �7KHVH�DSSDUHQWO\� DEOH�ERGLHG�� ZRUNLQJ�DJH� DGXOWV� DWWUDFW� OLWWOH� SXEOLF� V\PSDWK\� DQG� KDYH�YLUWXDOO\�QR�SROLWLFDO�DWWUDFWLRQ���<HW�PDQ\�RI�WKHP�DUH�SDUHQWV�DQG�WKHLU�FKLOGUHQ�VKDUH�WKHLU�ORW�
&DQWLOORQ� DQG� 9DQ� GHQ� %RVFK� ������� SRLQW� RXW� WKDW� WKH� %HOJLDQ� DQG� 'XWFK�H[SHULHQFHV�RI�JRRG�HPSOR\PHQW�JURZWK��GXULQJ�WKH�LQYHVWPHQW�OHG�H[SDQVLRQ�DIWHU�WKH� LQDXJXUDWLRQ�RI� WKH�6LQJOH�0DUNHW� LQ�������GLG�QRW UHGXFH�SRYHUW\�UDWHV�IRU� WZR�UHDVRQV���
x PRVW�RI� WKH� MREV�FUHDWHG�ZHQW� WR�PHPEHUV�RI�KRXVHKROGV�ZKHUH�VRPHRQH�ZDV�DOUHDG\�DW�ZRUN���VZHOOLQJ�WKH�LQFLGHQFH�RI�µZRUN�ULFK¶�KRXVHKROGV��x EHQHILW�SROLF\�EHFDPH� OHVV�JHQHURXV� WRZDUGV� µZRUN�SRRU¶�KRXVHKROGV� WKRXJK�D�VLJQLILFDQW�QXPEHU�RI�WKH�SRRU�UHPDLQHG�LQ�WKHP��
3RYHUW\� UDWHV�DPRQJ� WKH�QRQ�HPSOR\HG�RI�ZRUNLQJ�DJH� LQ�%HOJLXP�HYHQ� LQFUHDVHG�GXULQJ�ZKDW�ZHUH�µJRRG¶�HFRQRPLF�WLPHV�

%HWZHHQ������DQG������� WKH�UHODWLYH�SRYHUW\�DPRQJ�KRXVHKROGV�RI�ZRUNLQJ�DJH�LQ�%HOJLXP�LQFUHDVHG�IURP������WR�������>&DQWLOORQ�DQG�9DQ�GHQ�%RVFK������@
,Q� DV� GLIIHUHQW� D� VRFLHW\� DV� $XVWUDOLD�� WKH� VDPH� SDWWHUQ� KDV� EHHQ� REVHUYHG�� JRRG�HFRQRPLF�JURZWK�DQG�DQ�H[SDQVLRQ�RI�HPSOR\PHQW�E\�SDVVHG�D�VLJQLILFDQW�QXPEHU�RI�KRXVHKROGV�DQG�WKHLU�FKLOGUHQ�

1HDUO\�D�GHFDGH�RI�HFRQRPLF�JURZWK�VLQFH�WKH�HDUO\�����V�KDV�QRW�WUDQVODWHG�LQWR� UHGXFHG� OHYHOV� RI� ZHOIDUH� GHSHQGHQF\� LQ� WKH�$XVWUDOLDQ� FRPPXQLW\��«�:KLOH� RYHUDOO� HPSOR\PHQW� OHYHOV� KDYH� ULVHQ� LQ� $XVWUDOLD� RYHU� WKH� SDVW� WZR�GHFDGHV�� WKLV� KDV� EHHQ� DFFRPSDQLHG� E\� D� PXFK� ODUJHU� LQFUHDVH� LQ� WKH�SURSRUWLRQ�RI�WKH�ZRUNLQJ�DJH�SRSXODWLRQ�UHFHLYLQJ�LQFRPH�VXSSRUW�SD\PHQWV��7KLV� LV� SULPDULO\� GXH� WR� FKDQJHV� LQ� WKH� GLVWULEXWLRQ� RI� HPSOR\PHQW� DFURVV�IDPLOLHV�� ZKHUHE\� WKHUH� KDV� EHHQ� DQ� LQFUHDVHG� QXPEHU� RI� IDPLOLHV�ZLWK� QR�DGXOW� LQ�HPSOR\PHQW��DQG�DQ�LQFUHDVLQJ�SURSRUWLRQ�RI�FKLOGUHQ�OLYLQJ�LQ�WKHVH�IDPLOLHV��$URXQG��� LQ���$XVWUDOLDQ�FKLOGUHQ�DUH�JURZLQJ�XS� LQ� IDPLOLHV�ZKHUH�WKHUH�LV�QR�DGXOW�LQ�SDLG�ZRUN���>:LOVRQ������@
7KLV�SDWWHUQ� LV��DOVR��D�VRPHZKDW�QHJOHFWHG�DVSHFW� WR�86�GHYHORSPHQWV�GXULQJ�WKH�����V���,W�LV�IUHTXHQWO\�HPSKDVLVHG�WKDW�ORZ�ZDJHV�PHDQ�WKHUH�LV�D�ODUJH�LQFLGHQFH�RI�µZRUNLQJ�SRRU¶�LQ�WKH�86��WKH�OHVV�DGYHUWHG�WR�DVSHFW�LV�WKDW�SRYHUW\�UDWHV�DPRQJ�WKH�QRQ�HPSOR\HG�RI�ZRUNLQJ�DJH�LQ�WKH�86�DUH�H[WUHPHO\�KLJK��
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7KH�H[WHQW�RI�SRYHUW\�DPRQJ�WKH�HPSOR\HG�VKRXOG�QRW�EH�H[DJJHUDWHG��HYHQ�LQ� FRXQWULHV�ZKHUH� ORZ�ZDJH� ODERXU� LV� UHODWLYHO\�ZLGHVSUHDG��:KDW� LV�PXFK�PRUH�VWULNLQJ�LV�WKDW�SRYHUW\�OHYHOV�DPRQJ�WKH�QRQ�HPSOR\HG�DUH�YHU\�KLJK�LQ�WKH�$QJOR�6D[RQ�ZRUOG��7KH�SRYHUW\�UDWH�DPRQJ�QRQ�HPSOR\HG�$PHULFDQV�RI�DFWLYH�DJH� LV������7KDW� LV�DERXW� WZLFH�DV�KLJK�DV�WKH�FRUUHVSRQGLQJ�UDWH� LQ�DQ\�(XURSHDQ�FRXQWU\� �ZLWK� WKH�H[FHSWLRQ�RI� WKH�8.���DQG�DERXW� IRXU� WLPHV�WKH�OHYHO�IRXQG�LQ�%HOJLXP��'HQPDUN��)LQODQG�RU�1RUZD\���>&DQWLOORQ�DQG�9DQ�GHQ�%RVFK��������LWDOLFV�DGGHG@�
7KH� SULQFLSDO� UHDVRQ�� RI� FRXUVH�� LV� WKDW� LQFRPH�PDLQWHQDQFH� VXSSRUW� IRU� WKH� QRQ�HPSOR\HG� RI� ZRUNLQJ�DJH� LV� VLPSO\� QRW� DFNQRZOHGJHG� DV� D� SROLWLFDO� DQG� VRFLDO�REMHFWLYH� LQ� WKH� 86�� � 5DWKHU�� WKH� JURZLQJ� ILQDQFLDO� UHZDUGV� WR�ZRUNLQJ� KDYH� EHHQ�DFFRPSDQLHG�E\�D�GHFUHDVH�LQ�SXEOLF�VXSSRUW�WR�µZRUN�SRRU¶�KRXVHKROGV���+RZHYHU��WKHUH�FRQWLQXH� WR�EH�VXFK�KRXVHKROGV��DQG�FKLOGUHQ�FRQWLQXH� WR� OLYH� LQ� WKHP�� �7KLV�ERWWRP�JURXS�RI�IDPLOLHV�PD\�HYHQ�EH�VOLSSLQJ�GHHSHU�LQWR�SRYHUW\�LQ�WKH�86��DV�WKH\�ZHUH� LQ� %ULWDLQ� XS� WR� ������ � &ORVH� DQDO\VLV� RI� WKH� ODWWHU¶V� +RXVHKROG� %XGJHW�([SHQGLWXUH� 6XUYH\V� UHYHDO� WKDW�� IRU� D� IUDFWLRQ� RI� FKLOGUHQ� LQ� WKH� QDWLRQ¶V� SRRUHVW�KRXVHKROGV�� OLYLQJ� VWDQGDUGV� HIIHFWLYHO\� VWDJQDWHG� RYHU� WKUHH� GHFDGHV� LQ� ZKLFK�%ULWDLQ�EHFDPH�VWHDGLO\�PRUH�SURVSHURXV��DQG�WKH�UHODWLYH�LQFRPH�SRYHUW\�OLQH�URVH����7KHUH�ZDV�QR�UHDO�ULVH�LQ�VSHQGLQJ�RQ�WR\V��FKLOGUHQ¶V�FORWKLQJ��VKRHV��RU�IUHVK�IUXLW�DQG�YHJHWDEOHV�IRU�WKH�SRRUHVW�ILIWK�RI�WKH�%ULWLVK�SRSXODWLRQ�EHWZHHQ������DQG������>*UHJJ�HW�DO������@�
7KH�GLVWULEXWLRQ�RI�FKLOGUHQ¶V� LQFRPHV� WHQGV� WR� UHIOHFW� WKH�GLVWULEXWLRQ�RI� LQFRPHV�RI�WKH�SRSXODWLRQ�RI�ZRUNLQJ�DJH��IURP�ZKRP�WKHLU�SDUHQWV�DUH�GUDZQ���,W�LV�QRWHZRUWK\�LQ�WKLV�UHVSHFW�WKDW��ZLWKLQ�WKH�86��QRW�RQH�VWDWH�UHFRUGV�D�ORZHU�SRYHUW\�UDWH�IRU�LWV�FKLOGUHQ�WKDQ�LW�KDV�DWWDLQHG�IRU�LWV�ZRUNLQJ�DJH���������DGXOWV���7KH�VDPH�FDQ�QRW�EH�VDLG�IRU�WKH�HOGHUO\��LW�DSSHDUV�TXLWH�SRVVLEOH�IRU�D�VWDWH�WR�DWWDLQ�ORZHU�SRYHUW\�UDWHV�IRU�LWV�HOGHUO\�SRSXODWLRQ WKDQ�IRU�LWV�FKLOGUHQ��>5DLQZDWHU�HW�DO������@���/RZHU�OHYHOV�RI�FKLOG� SRYHUW\�� WKHUHIRUH�� DSSHDU� WR� VWDQG�RU� IDOO�ZLWK� WKH�VXFFHVV�RI�DWWDLQLQJ� ORZHU�SRYHUW\� UDWHV� DPRQJ� WKH� DJH� JURXSV� WR� ZKLFK� FKLOGUHQ¶V� SDUHQWV� EHORQJ�� � $�FRQFOXVLRQ�PXVW�EH� WKDW�SUHVVLQJ� IRU� WKH�HOLPLQDWLRQ�RI�FKLOG�SRYHUW\� LV� WR�SUHVV� IRU�HJDOLWDULDQ�LQFRPH�GLVWULEXWLRQ�SROLFLHV�JHQHUDOO\�
7KLV� LV�D�PDMRU� UHDVRQ�ZK\� ORZ�FKLOG�SRYHUW\� UDWHV�DSSHDU� WR�DWWHQG�KLJK� OHYHOV�RI�SXEOLF� VRFLDO� H[SHQGLWXUH� LQ� JHQHUDO�� � 6HYHUDO� DXWKRUV� SRLQW� WR�WKH�PDFURHFRQRPLF�HYLGHQFH�WKDW��WKH�KLJKHU�WKH�RYHUDOO� OHYHO�RI�SXEOLF�VRFLDO�H[SHQGLWXUH�LQ�D�FRXQWU\¶V�*'3��WKH�ORZHU�LV�LWV�SRYHUW\�UDWH�>VHH�$WNLQVRQ��������&DQWLOORQ�DQG�9DQ�GHQ�%RVFK��������%UDGVKDZ�HW�DO�������@��)RU�H[DPSOH�

,W� DSSHDUV� WKDW�� IURP D� PDFURHFRQRPLF� SHUVSHFWLYH�� WKHUH� LV� D� SRVLWLYH�UHODWLRQVKLS�EHWZHHQ�WKH�YROXPH�RI�SXEOLF�VRFLDO�H[SHQGLWXUH��VRFLDO�VHFXULW\�DQG�FROOHFWLYH�JRRGV�DQG�VHUYLFHV��DQG�SRYHUW\���3RYHUW\�OHYHOV�DUH�WKH�ORZHVW�LQ� FRXQWULHV� WKDW� VSHQG� WKH�PRVW�� DQG� WKH\� LQFUHDVH� �DOEHLW� QRW� LQ� D� OLQHDU�IDVKLRQ��DV�WKH�H[SHQGLWXUH�OHYHO�GURSV���>&DQWLOORQ�DQG�9DQ�GHQ�%RVFK������@
$WNLQVRQ��������JRHV�IXUWKHU�DQG�XVHV�DQ�HFRQRPLF�PRGHO��(85202'��WR�VLPXODWH�ZKDW�ZRXOG�KDSSHQ�WR�WKH�RYHUDOO�SRYHUW\�UDWH�RI�VHOHFWHG�(XURSHDQ�FRXQWULHV�LI�WKH\�ZHUH� WR� GHYRWH� DQ� DGGLWLRQDO� DQG� QHW� ��� RI� WKHLU� *'3� WR� IXQG� LQFUHDVHV� LQ� WKHLU�FXUUHQW� VRFLDO� ZHOIDUH� WUDQVIHUV� �H[FOXGLQJ� SHQVLRQV��� � 7KH� H[HUFLVH� VXJJHVWV� WKDW�SRYHUW\�UDWHV�ZRXOG�IDOO�E\�DERXW���SHUFHQWDJH�SRLQWV�ZKHQ����RI�*'3�LV�UHDOORFDWHG�LQ�WKLV�ZD\���7KXV��LI�D�FRXQWU\�ZLWK�D�SRYHUW\�UDWH�RI�����GHYRWHG�DQ�DGGLWLRQDO�QHW�WZR� SHUFHQWDJH� SRLQWV� RI� LWV�*'3� WR� VRFLDO� WUDQVIHUV�� LWV� SRYHUW\� UDWH�ZRXOG� IDOO� WR������
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:KDW� LV� WUXH� RI� WKH� RYHUDOO� SRYHUW\� UDWH� LV�D� IRUWLRUL WUXH� RI� WKH� FKLOG� SRYHUW\� UDWH���%UDGVKDZ� HW� DO� ������� VWXGLHG� FKLOG� SRYHUW\� LQ� ILIWHHQ� GLIIHUHQW� FRXQWULHV� DQG�FRQFOXGHG�WKDW�WKH�IDFWRU��LQGHHG�WKH�RQO\�IDFWRU��WKDW�H[SODLQHG�YDULDWLRQ�LQ�WKH�OHYHO�RI� WKHLU� FKLOG� EHQHILW� SDFNDJHV� ZDV� WKH� WD[� SDLG� SHU� FDSLWD� LQ� SXUFKDVLQJ� SRZHU�SDULWLHV�� �8VLQJ� D� IXUWKHU� HFRQRPLF�PRGHO� �32/,02'�� GHYHORSHG� IRU� WKH�8.�RQO\��$WNLQVRQ��������LV�DEOH�WR�VLPXODWH�ZKDW�ZRXOG�KDSSHQ�LI�%ULWDLQ�XVHG����RI�LWV�*'3�WR�WDUJHW�WKH�FKLOG�SRYHUW\�UDWH�UDWKHU�WKDQ�WKH�SRYHUW\�UDWH�RYHUDOO�DQG�LQFUHDVHG�FKLOG�EHQHILWV�DFFRUGLQJO\���7KLV�UHDOORFDWLRQ�RI�UHVRXUFHV�ZRXOG�UHGXFH�FKLOG�SRYHUW\�LQ�WKH�8.�E\�����SHUFHQWDJH�SRLQWV��VXJJHVWLQJ�WKDW������RI�*'3�ZRXOG�EH�QHHGHG�WR�KDOYH�WKH�FKLOG�SRYHUW\�UDWH�
7KH�FRQFOXVLRQ�LV�QRW�DV�FUXGH�DV�VD\LQJ�WKDW�µD�FRXQWU\�JHWV�DV�ORZ�D�FKLOG�SRYHUW\�UDWH�DV�LW�LV�ZLOOLQJ�WR�SD\�WD[HV�WR�JHW¶���7KHUH�DUH�RWKHU�W\SHV�RI�HYLGHQFH�ZKLFK�QHHG�WR�EH�DFNQRZOHGJHG���)RU�H[DPSOH��KRZ�D�KLJKHU�OHYHO�RI�SXEOLF�VRFLDO�H[SHQGLWXUH�LV�IXQGHG�DQG�WKH�HIIHFWV�RI�WKH�KLJKHU�WD[DWLRQ�RQ�HFRQRPLF�DFWLYLW\�KDYH�WR�EH�IDFWRUHG�LQ�� WKH� UHODWLYH� ZHLJKWV� ZLWKLQ� GLIIHUHQW� FRXQWULHV� RI� PDQGDWRU\� SULYDWH� VRFLDO�H[SHQGLWXUH��H�J���FRPSXOVRU\�LQVXUDQFH�EXW�ZLWK�SULYDWH�RUJDQLVDWLRQV��DQG�YROXQWDU\�SULYDWH�VRFLDO�H[SHQGLWXUH��WKH�OHYHO�RI�DFWLYLWLHV�RI�SKLODQWKURSLF��FKDULWDEOH�DQG�RWKHU�DVVRFLDWLRQV�� PD\� PHDQ� WKDW� D� JLYHQ� OHYHO� RI� SXEOLF� VRFLDO� H[SHQGLWXUH� KDV� DQ�DOWRJHWKHU�GLIIHUHQW�HIIHFWLYHQHVV�>$GHPD������@���,W�FDQ�EH�FRQFOXGHG��KRZHYHU��WKDW�WKH�ORZHVW�FKLOG�SRYHUW\�UDWHV�DUH�DFKLHYHG�E\�FRXQWULHV�ZKHUH�DQ�HPSKDVLV�RQ�ULVLQJ�HPSOR\PHQW� UDWHV� DV� WKH� KLJK� URDG� WR� ORZHU� ZHOIDUH� GHSHQGHQF\� KDV� QRW� EHHQ�DOORZHG� WR� REVFXUH� WKH� SULPRUGLDO� WDVN� RI� WKH� ZHOIDUH� VWDWH�� YL]��� WR� SURWHFW� OLYLQJ�VWDQGDUGV��

6RFLDO�LQYHVWPHQW�LQ�LPSURYLQJ�ODERXU�PDUNHW�VNLOOV�DQG�HPSOR\DELOLW\�LV�QRW�D�FRPSOHWH�VXEVWLWXWH�IRU�VRFLDO�VSHQGLQJ���>$WNLQVRQ������@�
6RFLDO�VHFXULW\�VKRXOG�QHYHU�EH�DOORZHG�WR�GHYLDWH�IURP�LWV�SULPDU\�REMHFWLYH��L�H��WR�DVVXUH�DQ�DGHTXDWH�PLQLPXP�LQFRPH�WR�WKRVH�DIIHFWHG�E\�D�VRFLDO�ULVN��7KLV� LV� QRW� DQ� XQGHUVWDWHPHQW�� ,I� RQH� FRQVLGHUV� WKH� �DOEHLW� VORZ�� ZHOIDUH�HURVLRQ�RI�PLQLPXP�EHQHILWV� LQ�%HOJLXP��LQFOXGLQJ�DVVLVWDQFH�EHQHILWV���RQH�FDQQRW�KHOS�EXW�WKLQN�WKDW�WKLV�LV�D�FRQVHTXHQFH�RI�WKH�DFWLYDWLRQ�ORJLF�DQG�WKH�XQFRQGLWLRQDO�EHOLHI�LQ�D�SRVLWLYH�OLQHDU�UHODWLRQVKLS�EHWZHHQ�MRE�FUHDWLRQ�DQG�SRYHUW\� UHGXFWLRQ�� ³«&RQWHPSRUDU\� SROLF\� IDVKLRQ� WHQGV� WR� VWUHVV� IDU� WRR�QDUURZO\� WKH� ZRQGHUV� RI� � µDFWLYDWLRQ¶� ZKLOH� LJQRULQJ� LQFRPH� PDLQWHQDQFH´��(VSLQJ�$QGHUVHQ����>&DQWLOORQ�DQG�9DQ�GHQ�%RVFK������@

$Q�LQWHJUDO�SDUW�RI�WKH�SROLF\�PL[�DGHTXDWH�WR�WKH�WDVN�RI�HOLPLQDWLQJ�FKLOG�SRYHUW\�LV�D�FRPPLWPHQW�WR�UHDOLVWLF�LQFRPH�VXSSRUW�OHYHOV�IRU�ZRUNLQJ�DJH��QRQ�HPSOR\HG�DGXOWV�ZKR�� IRU� ZKDWHYHU� UHDVRQV�� DUH� QRW� KROGLQJ� MREV�� � ,Q� RWKHU� ZRUGV�� VRFLHW\� PXVW�FRPPLW� LWVHOI� WR�PLQLPXP� LQFRPH�SURWHFWLRQ� IRU� WKRVH�ZKR� UHPDLQ�ZLWKRXW� D� MRE� LQ�VSLWH�RI�WKH�EHVW�HIIRUWV�RI�VRFLDO�LQYHVWPHQW�VWUDWHJLHV��
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����� 6XPPDU\�RI�.H\�3RLQWV
x &RXQWULHV� ZKHUH� FKLOG� SRYHUW\� LV� ORZ�� RU� IDOOLQJ� VLJQLILFDQWO\�� KDYH� HIIHFWLYH�SURJUDPPHV�PHHWLQJ�VHYHUDO�LQWHUPHGLDWH�SROLF\�REMHFWLYHV�
x )RXU� LQWHUPHGLDWH�SROLF\�REMHFWLYHV�HQ�URXWH� WR�HOLPLQDWLQJ�FKLOG�SRYHUW\�DUH��LQFUHDVLQJ� SDUHQWDO� HPSOR\PHQW� DQG� HDUQLQJV�� VXSSRUWLQJ� SDUHQWLQJ��DFNQRZOHGJLQJ� SDUWLFXODU� QHHGV� LQ� VLQJOH�SDUHQW� KRXVHKROGV�� DQG� HQVXULQJDGHTXDWH�LQFRPH�VXSSRUW�IRU�µZRUN�SRRU¶�KRXVHKROGV�
x &RXQWULHV� ZLWK� ORZ� RU� VWHDGLO\� IDOOLQJ� FKLOG� SRYHUW\� UDWHV� PD\� KDYH� TXLWH�GLIIHUHQW�HPSKDVHV�LQ�WKHVH�IRXU�DUHDV�EXW�WKHLU�SROLFLHV�ZLOO��LQ�HDFK�FDVH��EH�FRQVLVWHQW��LQWHUORFNLQJ�DQG�DGHTXDWHO\�UHVRXUFHG�

�������,QFUHDVLQJ�SDUHQWDO�HPSOR\PHQW�DQG�HDUQLQJV
x 7KHUH� LV� HYLGHQFH� WKDW� HDUQLQJV� VXEVLGLHV� KDYH� D� PXFK� JUHDWHU� HIIHFW� LQ�LQFUHDVLQJ� WKH� HPSOR\PHQW� UDWHV� RI� ORZ�VNLOOHG� SDUHQWV� WKDQ� FXW�EDFNV� LQ�ZHOIDUH�
x 7KH�OHYHO�RI�HDUQLQJV�DQG�WKH�OLNHO\�GXUDWLRQ�RI�WKH�MREV�DYDLODEOH�WR�VRPH�RI�WKRVH�ZKR�OHDYH�ZHOIDUH�LPSO\�WKDW�ZHOIDUH�ZLOO�DOZD\V�EH�QHHGHG�
x &KDQJHV�WR�WD[HV�DQG�EHQHILWV�DUH�WKH�FOHDUHVW�DQG�PRVW�FHUWDLQ�ZD\�WR�HIIHFW�D�ODUJH�UHGXFWLRQ�LQ�FKLOG�SRYHUW\�
x 5HO\LQJ�RQ� ODUJH�PRYHPHQWV� LQWR�HPSOR\PHQW�E\�FXUUHQWO\�XQHPSOR\HG�DQG�QRQ�HPSOR\HG�SDUHQWV�LV�D�ULVN\�RSWLRQ�
x 7KH�GHPRQVWUDWLRQ�RI�WKH�HIIHFWLYHQHVV�RI�SROLFLHV�LQ�UHGXFLQJ�FKLOG�SRYHUW\�LV�VHQVLWLYH�WR�KRZ�SRYHUW\�LV�PHDVXUHG�

�������6XSSRUWLQJ�3DUHQWLQJ
x 0RVW�FRXQWULHV�VRFLDOLVH�DW�OHDVW�VRPH�RI�WKH�FRVWV�RI�UHDULQJ�FKLOGUHQ�
x )RU� XQLYHUVDO� FKLOG� EHQHILW� DORQH� WR� JXDUDQWHH� WKDW� QR� FKLOG� OLYHG� LQ� LQFRPH�SRYHUW\�� WKH� WUDQVIHU� RI� UHVRXUFHV� ZRXOG� KDYH� WR� EH� YHU\� ODUJH� DQG� LWV�HIILFLHQF\�DV�DQ�DQWL�SRYHUW\�SURJUDPPH�ZRXOG�EH�H[WUHPHO\�ORZ�
x 'LIIHUHQW� W\SHV� RI� IDPLO\� DOORZDQFHV� DUH� ZKDW� PRVW� FKDUDFWHULVH� (XURSHDQ�VXFFHVV�LQ�OLIWLQJ�FKLOGUHQ�RXW�RI�LQFRPH�SRYHUW\��UDWKHU�WKDQ�VRFLDO�DVVLVWDQFH�SURJUDPPHV��
x 6HYHUDO� FRXQWULHV� KDYH� GHYHORSHG� SURJUDPPHV� WDUJHWLQJ� FKLOGUHQ� RQ� ORZ�LQFRPHV�WR�VXSSOHPHQW�XQLYHUVDO�FKLOG�EHQHILW�DQG�DV�D�ZD\�DURXQG�WKH�KXJH�FRVW�RI�UHO\LQJ�RQ�WKH�ODWWHU�DORQH�WR�DOOHYLDWH�FKLOG�SRYHUW\��
x ,Q� WDUJHWLQJ� FKLOGUHQ�RQ� ORZ�LQFRPHV�� QR�GLVWLQFWLRQ�VKRXOG�EH�PDGH�RQ� WKH�EDVLV� RI� DQ� DVVXPSWLRQ� WKDW� WKHUH� DUH� µGHVHUYLQJ�EHFDXVH�ZRUNLQJ¶� DQG� DµQRQ�GHVHUYLQJ�EHFDXVH�QRW�ZRUNLQJ¶�VHW�RI�SDUHQWV�
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�������$FNQRZOHGJLQJ�WKH�SDUWLFXODU�QHHGV�LQ�RQH�SDUHQW�KRXVHKROGV
x ,Q�PDQ\�FRXQWULHV��ZRUNLQJ�ORQH�SDUHQWV�IDFH�PXFK�KLJKHU�SRYHUW\�ULVNV�WKDQ�FRXSOHV�ZKHUH�RQH�LV�ZRUNLQJ��
x &RQWUROOLQJ�IRU LQGLFDWRUV�RI�ODERXU�PDUNHW�VWUHQJWK�FRQILUPV�WKDW�HPSOR\DELOLW\UDWKHU� WKDQ� IDPLO\� W\SH� LV� ZKDW� GLIIHUHQWLDWHV� ORQH� SDUHQW� DQG� FRXSOH�KRXVHKROGV�ZKHUH�RQO\�RQH�SDUHQW�LV�ZRUNLQJ�
x (QFRXUDJLQJ�VWDEOH� WZR�SDUHQW�KRXVHKROGV� LV�D� OHJLWLPDWH�DQFLOODU\�REMHFWLYH�LQ�WKH�ILJKW�DJDLQVW�FKLOG�SRYHUW\�

�������3URWHFWLQJ�WKH�OLYLQJ�VWDQGDUGV�RI�ZRUN�SRRU�KRXVHKROGV
x $� KLJK� UDWH� RI� FKLOG� SRYHUW\�� RU� D� ULVH� LQ� D� FRXQWU\¶V� SUHYLRXVO\� ORZ� FKLOG�SRYHUW\� UDWH�� WHQGV� WR� EH� DVVRFLDWHG�ZLWK� ORZ� RU� GHFOLQLQJ� OHYHOV� RI� LQFRPH�VXSSRUW�IRU�QRQ�HPSOR\HG�SDUHQWV���
x 6XVWDLQHG�HPSOR\PHQW�JURZWK�FDQ�VWLOO�OHDYH�D�VLJQLILFDQW�PLQRULW\�RI�FKLOGUHQ�VWUDQGHG�LQ�KRXVHKROGV�ZKHUH�QR�DGXOW�KDV�HPSOR\PHQW���
x 7KH�FOHDUHVW�PDFURHFRQRPLF�SUHGLFWRU�RI�D�FRXQWU\¶V�UDWH�RI�FKLOG�SRYHUW\� LV�WKH�SURSRUWLRQ�RI�*'3�WKDW�LV�DFFRXQWHG�IRU�E\�SXEOLF�VRFLDO�H[SHQGLWXUH���
x 7KHUH� LV� FRQVLGHUDEOH� WUXWK� LQ� WKH� YLHZ� WKDW� D� QDWLRQ� JHWV� DV� ORZ� D� FKLOG�SRYHUW\�UDWH�DV�LW�LV�ZLOOLQJ�WR�SD\�IRU���,QIRUPHG�HVWLPDWHV�VXJJHVW�WKDW�%ULWDLQ�FRXOG�UHGXFH�LWV�FKLOG�SRYHUW\�UDWH�E\�QHDUO\����SHUFHQWDJH�SRLQWV�LI�LW�XVHG�D�IXUWKHU�QHW����RI�LWV�*'3�WR�LQFUHDVH�FKLOG�EHQHILWV�
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&KDSWHU�)RXU�6RPH�3HUVSHFWLYHVDQG�5HFRPPHQGDWLRQV�IRU�,UHODQG
7KH� SULQFLSDO� SXUSRVH� RI� WKLV� VWXG\� ZDV� WR� UHYLHZ� WKH� SROLFLHV� DGRSWHG� E\� ULFK�FRXQWULHV� WR� UHGXFH� FKLOG� LQFRPH� SRYHUW\�� � ,UHODQG�� WKHUHIRUH�� IHDWXUHV� LQ� WKH� WH[W�ODUJHO\� WR� WKH� H[WHQW� WKDW� GDWD� RQ� ,ULVK� FKLOGUHQ� ZDV� LQFOXGHG� LQ� WKH� FURVV�FRXQWU\�UHVHDUFK� UHYLHZHG�� � 7KLV� ILQDO� FKDSWHU� GUDZV� VRPH� OHVVRQV� IRU� WKH� GHEDWH� ZLWKLQ�,UHODQG�DV� WR�KRZ�SROLFLHV� IRU�HOLPLQDWLQJ�FKLOG� LQFRPH�SRYHUW\� VKRXOG�EH�GHVLJQHG�DQG�PRQLWRUHG�
��� (OLPLQDWLQJ�&KLOG�,QFRPH�3RYHUW\
,UHODQG¶V�1DWLRQDO�&KLOGUHQ¶V�6WUDWHJ\�LV�FRPPLWWHG�WR�VHFXULQJ�WKH�HOLPLQDWLRQ�RI FKLOG�LQFRPH� SRYHUW\�� WDUJHWV� IRU� GRLQJ� VR� DUH EHLQJ� VHW� LQ� FRQVXOWDWLRQ� ZLWK� WKH� VRFLDO�SDUWQHUV�LQ�WKH�FRQWH[W�RI�WKH�1DWLRQDO�$QWL�3RYHUW\�6WUDWHJ\���7KH�PDWHULDO�UHYLHZHG�LQ� &KDSWHU� 2QH� FRQILUPV� WKDW� WKHUH� LV� QR� URRP� IRU� VFHSWLFLVP� RU� FRPSODFHQF\� RU�QDLYHW\�LQ�WKH�LPSOHPHQWDWLRQ�RI�WKLV�JRDO��7KHUH�LV�QR�URRP�IRU�VFHSWLFLVP�EHFDXVH��HYHQ�EHIRUH� WKH�SDUWLFXODUO\� UDSLG�HPSOR\PHQW�H[SDQVLRQ�RI� WKH�VHFRQG�KDOI�RI� WKH�����V�� ,UHODQG¶V� WD[� DQG� WUDQVIHU� V\VWHP� ZDV� PDNLQJ� D� PDMRU� GLIIHUHQFH� WR� WKH�LQFRPH�SRVLWLRQ�RI�PDQ\�FKLOGUHQ��$�GHWHULRUDWLRQ�LQ�WKH�PDUNHW�LQFRPH�FRPLQJ�LQWR�KRXVHKROGV�ZLWK�FKLOGUHQ�ZDV�VXFFHVVIXOO\�FRPSHQVDWHG�IRU���7KH�KLJKHU�HPSOR\PHQW�UDWHV�DQG�VWURQJHU�ILVFDO�SRVLWLRQ�HQMR\HG�E\�,UHODQG�LQ�WKH�HDUO\�\HDUV�RI�WKH�WZHQW\�ILUVW� FHQWXU\� FRQVWLWXWH� D� PXFK� PRUH� IDYRXUDEOH� FRQWH[W� IRU� LPSURYLQJ� RQ� WKH�DFKLHYHPHQWV�RI�DQ�HDUOLHU��OHVV�IRUWXQDWH��HFRQRPLF�HUD�
7KHUH� LV� QR� URRP� IRU� FRPSODFHQF\� EHFDXVH�� ZKLOH� ,UHODQG� KDV� DYRLGHG� WKH�KRUUHQGRXV� OHYHO� RI� FKLOG� LQFRPH� SRYHUW\� WKDW� GHYHORSHG� LQ� LWV� JHRJUDSKLF�QHLJKERXUV��WKH�8QLWHG�.LQJGRP�DQG�WKH�86$��WKH�GLIIHUHQFHV�LQ�FKLOG�SRYHUW\�UDWHV�EHWZHHQ�,UHODQG�DQG�RWKHU�VPDOO�QRUWKHUQ�(8�PHPEHU�VWDWHV�DUH�VXEVWDQWLDO��,UHODQG�GRHV�QRW�KROG�XS�ZHOO�LQ�WKH�FRPSDULVRQ�
7KHUH�LV�QR�URRP�IRU�QDLYHW\�EHFDXVH�µVOLSSDJH¶�LV�SRVVLEOH�LQ�WKH�IDFH�RI�WKH�ODERXUPDUNHW�� IDPLO\� DQG� SXEOLF� VHFWRU� FKDQJHV� RFFXUULQJ� LQ� WKH� GHYHORSHG� ZRUOG��&RQWLQHQWDO� (XURSHDQ� FRXQWULHV� WKDW� KDG� SURXG� UHFRUGV� LQ� NHHSLQJ� FKLOG� LQFRPH�SRYHUW\�DW�ORZ�OHYHOV�KDYH�H[SHULHQFHG�D�GHWHULRUDWLRQ���,W�LV�DOVR�FOHDU�WKDW�DJJUHJDWH�HPSOR\PHQW� H[SDQVLRQV� DUH� TXLWH� FDSDEOH� RI� OHDYLQJ� D� VLJQLILFDQW� PLQRULW\� RI� D�QDWLRQ¶V�FKLOGUHQ�VWUDQGHG�LQ�µZRUN�SRRU¶�KRXVHKROGV�
,UHODQG� VKRXOG� ZHOFRPH� WKH� H[WHQVLRQ� RI� EHQFKPDUNLQJ� ZLWKLQ� WKH� (8� IURP�HPSOR\PHQW� SROLF\� WR� VRFLDO� SROLF\�ZLWK� WKH� DGRSWLRQ� RI� FKLOG� LQFRPH� SRYHUW\� DV� D�VWDUWLQJ�WKHPH�>$WNLQVRQ������@��%HQFKPDUNLQJ�LV�FRQVLGHUHG�DQ�LQWHJUDO�SDUW�RI�WKH�(8¶V� FXUUHQW� (XURSHDQ� (PSOR\PHQW� 6WUDWHJ\�� � 8QGHU� WKLV� SURFHVV�� D� VWDQGDUG� LV�DGRSWHG� EDVHG� RQ� WKH� SHUIRUPDQFH� RI� WKH� EHVW� PHPEHU� VWDWHV�� WKH� RWKHU� VWDWHV�FRPPLW�WKHPVHOYHV�WR�DWWDLQ�WKLV�VWDQGDUG��DQG�WKH�(XURSHDQ�&RPPLVVLRQ�SXEOLVKHV�SHULRGLF�UHYLHZV�RI�WKHLU�SURJUHVV��SDUWO\�WR�VKDPH�WKH�ODJJDUGV�LQWR�UHGRXEOLQJ�WKHLU�HIIRUWV���7KH�SURFHVV�ZDV�ILUVW�XVHG�VXFFHVVIXOO\� LQ�SUHSDULQJ�IRU�WKH�LQWURGXFWLRQ�RI(08�� �([WHQGLQJ� WKLV�SURFHVV� WR� WDFNOLQJ�FKLOG�SRYHUW\�ZLOO� VKDUSHQ� WKH�QHHG� IRU�D�FRPPRQ� PHDVXUH� RI� FKLOG� SRYHUW\� WKDW� LV� IDLU� WR� WKH� GLIIHUHQW� FLUFXPVWDQFHV� DQG�WUDGLWLRQV�RI�WKH�PHPEHU�VWDWHV����$�FRPPRQ�PHDVXUH�RI�µHPSOR\PHQW¶��IRU�H[DPSOH��KDG WR� UHFNRQ� ZLWK� GLIIHUHQW� QDWLRQDO� GHILQLWLRQV� RI� ZKDW� FRQVWLWXWHG� µSDUW�WLPH¶�HPSOR\PHQW��� � 7KH� VWLPXOXV� ,ULVK� SROLF\�PDNLQJ�QHHGV�ZLOO� FRPH�GLVSURSRUWLRQDWHO\�
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IURP�FORVH�FRPSDULVRQ�ZLWK�WKH�VPDOOHU�QRUWKHUQ�(8�PHPEHU�VWDWHV�EHFDXVH�RI�WKHLU�VXSHULRU�SHUIRUPDQFH���$V�DQ\�VXJJHVWLRQ�IRU�D�QHZ�SURFHGXUH�DW�WKH�(8�OHYHO�WDNHV�FRQVLGHUDEOH� WLPH� WR� EHDU� IUXLW�� LW�ZRXOG� EH�ZKROO\� DSSURSULDWH� IRU� D� SLORW� SURMHFW� LQ��EHQFKPDUNLQJ�WR�EH�ODXQFKHG�IURP�ZLWKLQ�,UHODQG�IRU�D�UHVWULFWHG�JURXS�RI�FRXQWULHV�WKDW� LQFOXGHG�'HQPDUN��6ZHGHQ�DQG�)LQODQG��DV�DQ� LQWHJUDO�SDUW�RI�HQHUJLVLQJ�DQG�PRQLWRULQJ� SURJUHVV� LQ� HOLPLQDWLQJ� FKLOG� LQFRPH� SRYHUW\�� � 5DWKHU� WKDQ� KXJH�UHVRXUFHV�� D� JRRG� GHVLJQ� DQG� ZHOO�FKRVHQ� µH[SHUWV¶� LQ� HDFK� FRPSDULVRQ� FRXQWU\�ZRXOG� HQVXUH� WKLV� SURFHVV� SURGXFHG� D� YDOXDEOH� DQG� UHJXODU� LQSXW� WR� PRQLWRULQJ�SURJUHVV� LQ� LPSOHPHQWLQJ� WKH� SRYHUW\� HOLPLQDWLRQ� JRDO� RI� WKH� 1DWLRQDO� &KLOGUHQ¶V�6WUDWHJ\�
��� :KDW�&RQVWLWXWHV�µ6XFFHVV¶�LV�QRW�WR�EH�WDNHQ�IRU�*UDQWHG
&KDSWHU�7ZR�VHUYHV� WR�VKDUSHQ�DZDUHQHVV�RI� WKH�VLJQLILFDQFH�RI� WKH�ZD\�SURJUHVV�WRZDUGV�HOLPLQDWLQJ�FKLOG�LQFRPH�SRYHUW\�LV�PRQLWRUHG���
$V� D� VRFLDO� LVVXH� PRYHV� FHQWUH�VWDJH� LQ� SROLWLFV�� LWV� PHDVXUHPHQW� IUHTXHQWO\�EHFRPHV� SROLWLFLVHG�� � �$QWL�XQHPSOR\PHQW� FDPSDLJQHUV� GXULQJ� WKH� ����V� EHFDPH�DFXWHO\�DZDUH�RI�WKH�LPSRUWDQFH�RI�GLIIHUHQW�XQHPSOR\PHQW�µFRXQWV¶�GXULQJ�WKH�����V��SUHFLVHO\� EHFDXVH� WKH� H[WHQW� RI� SXEOLF� DWWHQWLRQ� JLYHQ� WR� PRYHPHQWV� LQ� WKH�XQHPSOR\PHQW�UDWH�JDYH�JRYHUQPHQWV�D�VWURQJ�LQFHQWLYH�WR�µPDVVDJH¶�WKH�ILJXUHV����,W�LV� LPSRUWDQW� WKDW� WKH� GLIIHUHQW� ZD\V� LQ� ZKLFK� FKDQJHV� LQ� FKLOG� SRYHUW\� FDQ� EH�PHDVXUHG�DQG�SUHVHQWHG�VKRXOG�EH�ZLGHO\�GHEDWHG�DQG�ZKDW�FRQVWLWXWHV�µSURJUHVV¶�EH�VROLGO\�EDVHG���
$V� LQ�PHDVXULQJ� LQFRPH� SRYHUW\� IRU� DQ\� SRSXODWLRQ� JURXS�� DSSURSULDWH� UHFRJQLWLRQ�QHHGV�WR�EH�JLYHQ��QRW�MXVW�WR�UHGXFWLRQV�LQ�WKH�QXPEHU�RI�FKLOGUHQ�EHORZ�DQ�DGRSWHG�SRYHUW\� OLQH��EXW�WR�UHGXFWLRQV�LQ�WKH�H[WHQW�WR�ZKLFK�WKH\�DUH�EHORZ�LW��DQG�IRU�ZKDW�OHQJWK�RI�WLPH���,Q�DGGLWLRQ�� LPSURYHPHQWV�LQ�WKH�PDUJLQ�E\�ZKLFK�FKLOGUHQ�DUH�OLIWHG�DERYH� WKH� OLQH�DQG� LQ� WKH� UDQJH�DQG�TXDOLW\�RI�VHUYLFHV�LQ�NLQG�SURYLGHG� WR�FKLOGUHQ�YDOLGO\�UHFRUG�SURJUHVV�LQ�HOLPLQDWLQJ�SRYHUW\���7KH�µZLOOLQJQHVV�WR�SD\¶�RI�WKH�JHQHUDO�SXEOLF� IRU� LQFUHDVHG� FKLOG� LQFRPH� VXSSRUWV� FDQ� RQO\� EH� VWUHQJWKHQHG� E\� WKH� HDUO\�LGHQWLILFDWLRQ� DQG� DFWLYH� GLVVHPLQDWLRQ� RI� UHVHDUFK� ILQGLQJV� HVWDEOLVKLQJ� WKH� SLYRWDO�FRQWULEXWLRQ� RI� LQFUHDVHG� SDUHQWDO� LQFRPH� LQ� HDUO\� FKLOGKRRG� WR� D� ZLGH� UDQJH� RI�SRVLWLYH�GHYHORSPHQWDO�RXWFRPHV�IRU�FKLOGUHQ��
��� )RXU�'LPHQVLRQV�WR�(OLPLQDWLQJ�&KLOG�3RYHUW\
7KLV� VWXG\�SURYLGHV�D� SHUVSHFWLYH� RQ�KRZ� WR� DUULYH� DW� WKH�JRDO�RI�HOLPLQDWLQJ�FKLOG�SRYHUW\���&KDSWHU�7KUHH�LGHQWLILHG�IRXU�LQWHUPHGLDWH�SROLF\�REMHFWLYHV�DV�FRQVWLWXWLQJ�WKH�EDVLF�DUFKLWHFWXUH�RI�D�VWUDWHJ\�IRU�HOLPLQDWLQJ�FKLOG�SRYHUW\���,WV�FHQWUDO�PHVVDJH�LV� WKDW�QR�VLQJOH�SROLF\� LV�FDSDEOH�RI�HQGLQJ�FKLOG� LQFRPH�SRYHUW\� LQ� ULFK�FRXQWULHV���&RXQWULHV�ZKHUH� FKLOG� SRYHUW\� LV� ORZ�� RU� IDOOLQJ� VLJQLILFDQWO\�� WHQG� WR� KDYH� HIIHFWLYH�SURJUDPPHV� FRYHULQJ� VHYHUDO� LQWHUPHGLDWH� DQG� FRPSOHPHQWDU\� REMHFWLYHV�� �:KLOH�GLIIHUHQW� HPSKDVHV� LQ� KRZ�FRXQWULHV� FRQFHSWXDOLVH� DQG� IRFXV� WKH�SUREOHP�RI� FKLOG�SRYHUW\�PD\�YDOLGO\�HQGXUH��WKH�VXFFHVVIXO�FRXQWULHV�ZLOO�EH�FKDUDFWHULVHG�E\�VHWV RI�SROLFLHV�ZKLFK��LQ�HDFK�FDVH��DUH�FRQVLVWHQW��LQWHUORFNLQJ�DQG�DGHTXDWHO\�UHVRXUFHG�
7KH� FRUH� TXHVWLRQ�� ³:KDW� PRUH VKRXOG� ,UHODQG� GR� WR� HOLPLQDWH� FKLOG� SRYHUW\"´��WKHUHIRUH��FDQ�EH�EURNHQ� LQWR� IRXU�VXE�TXHVWLRQV�� �:KDW�PRUH�VKRXOG� ,UHODQG�GR�WR�LQFUHDVH SDUHQWDO� HPSOR\PHQW�DQG� HDUQLQJV"��:KDW PRUH�VKRXOG�LW�GR WR� VXSSRUW�SDUHQWLQJ"��:KDW� PRUH� VKRXOG�LW�GR�WR� DFNQRZOHGJH�WKH� SDUWLFXODU� VLWXDWLRQ�RI�RQH�
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SDUHQW�KRXVHKROGV"��:KDW�PRUH�VKRXOG�LW�GR�WR�HQVXUH�DGHTXDWH�LQFRPH�VXSSRUW�IRU�µZRUN�SRRU¶�KRXVHKROGV"
,QFUHDVH� SDUHQWDO� HPSOR\PHQW� DQG� HDUQLQJV�� � 7KH� *RYHUQPHQW� DQG� VRFLDO�SDUWQHUV� LQ� ,UHODQG� KDYH� JLYHQ� H[WHQVLYH� FRQVLGHUDWLRQ� WR� PHDVXUHV� PDNLQJ� WKH�ODERXU�PDUNHW�PRUH�µIDPLO\�IULHQGO\¶�� �7KLV� LV�DQ�LPSRUWDQW�REMHFWLYH�EXW�WKH�YDOXH�RI�SDUHQWLQJ� DQG� WKH� QHHGV� RI� WKH� FKLOG� �SDUWLFXODUO\� WKH� SUH�VFKRRO� FKLOG�� KDYH� WR� EH�JLYHQ�SURSRUWLRQDWH�DWWHQWLRQ�WR�WKDW�JLYHQ�WR�ODERXU�VKRUWDJHV�DQG�HFRQRPLF�JURZWK���0XFK�FDQ�EH�OHDUQHG�IURP��IRU�H[DPSOH��6ZHGLVK�VWDQGDUGV�LQ�HQVXULQJ�ZRUNLQJ�DJH�DGXOWV�FDQ�FRPELQH�FDUH�RI�\RXQJ�FKLOGUHQ�DQG�HPSOR\PHQW�ZLWK�UHODWLYH�HDVH��,Q�WKH�ILQDO� DQDO\VLV�� WKLV� PD\� EH� D� EHWWHU� VWUDWHJ\� WKDQ�� IRU� H[DPSOH�� WKH� DJJUHVVLYH�GHYHORSPHQW�RI�,UHODQG¶V�)DPLO\�,QFRPH�6XSSOHPHQW�LQWR�D�PDMRU�SURJUDPPH�RQ�WKH�OLQHV�RI�WKH�86$¶V�(DUQHG�,QFRPH�7D[�&UHGLW��(,7&�����
7KH�QHHG� IRU��DQG� WKH�VXFFHVV� WR�GDWH�RI�� WKH�(,7&�DUH�SUHVHQWHG� LQ� WKLV�VWXG\�DV�OLQNHG�WR�WKH�SDUWLFXODU�FRQWH[W�WKDW�LV�WKH�86�ODERXU�PDUNHW���/DUJH�VXEVLGLHV�WR�ORZ�HDUQLQJV��HYHQ�ZKHQ�WDLORUHG�WR�EHQHILW�\RXQJ�IDPLOLHV�GLVSURSRUWLRQDWHO\��PD\�QRW�EH�LQ� WKH� ORQJ�WHUP� LQWHUHVWV� RI� FKLOGUHQ�� � ,UHODQG� VKRXOG� QRW� ULVN� DQ� DSSURDFK� WKDW�LQYROYHV� FRQVROLGDWLQJ�D� VHJPHQW� RI� WKH� ODERXU�PDUNHW� IHDWXULQJ� ORZ�VNLOOV�DQG� ORZ�HDUQLQJV�� 7KH� DSSURDFK� FXUUHQWO\� LQ� IRUFH�� YL]��� FRPELQLQJ� WKH� LQWURGXFWLRQ� RI� D�QDWLRQDO�PLQLPXP�ZDJH�ZLWK�UHGXFWLRQV�LQ�WKH�WD[�WDNHQ�RXW�RI�WKH�ORZHVW�HDUQLQJV��LV��DUJXDEO\�� D� EHWWHU� RQH�� � ,W� FDQ� EH� LPSURYHG� IXUWKHU� E\� H[WHQGLQJ� LQFHQWLYHV� DQG�VXSSRUWV�WR�ORZ�VNLOOHG�ZRUNHUV�ZKR�SDUWLFLSDWH�LQ�HGXFDWLRQ�RU�WUDLQLQJ�
6XSSRUWLQJ� SDUHQWLQJ�� 2YHU� WKH� ODVW� WKUHH� %XGJHWV�� &KLOG� %HQHILW� LQ� ,UHODQG� KDV�EHHQ�GUDPDWLFDOO\� LQFUHDVHG�DQG IXUWKHU�VLJQLILFDQW� LQFUHDVHV�DUH� LQ� WKH�SLSHOLQH�IRU��������7KLV�LV��DUJXDEO\��WKH�PRVW�VXVWDLQHG�HIIRUW�VLQFH�WKH�6WDWH¶V�LQGHSHQGHQFH�WR�PDNH� FKLOG� LQFRPH� D� VLJQLILFDQW� SURSRUWLRQ� RI� KRXVHKROG� LQFRPH��� 7KHUH� LV�DQHFGRWDO�HYLGHQFH� WKDW� WKHVH�VXEVWDQWLDO� LQFUHDVHV�DUH�SRSXODU�DQG�VWLOO�DW�D� OHYHO�ZKLFK� WKH�FRPPXQLW\� LV�ZLOOLQJ� WR�SD\� WR�KRQRXU� WKH�REMHFWLYH�RI� µKRUL]RQWDO�HTXLW\¶���+RZHYHU��FULWHULD�JRYHUQLQJ�WKH�DSSURSULDWH�OHYHO�RI�XQLYHUVDO�FKLOG�EHQHILW�RQ�DQ�RQ�JRLQJ� EDVLV� UDWKHU� WKDQ� D� WLPH�GHSHQGHQW� ILJXUH� KDYH� QRW� EHHQ� DGRSWHG� DQG� WKH�IRUPHU�ZRXOG��DUJXDEO\��EH� WKH�JUHDWHU�DQG�PRUH�HQGXULQJ�DFKLHYHPHQW�� � ,W�VKRXOG�DOVR�EH�SRLQWHG�RXW�WKDW�PDNLQJ�FKLOG�EHQHILW�VXEMHFW�WR�WD[�ZRXOG�QRW�EH�FRQWUDU\�WR�WKH� REMHFWLYH� RI� µKRUL]RQWDO� HTXLW\¶�� � 7KH� FRXQWU\¶V� KLJKHVW� SDLG� SDUHQWV� ZRXOG� VWLOO�UHFHLYH�D�QHW� WUDQVIHU� IURP�WKH�FRPPXQLW\�DW� ODUJH��ZKLOH� WD[LQJ�FKLOG�EHQHILW�ZRXOG�VWUHQJWKHQ�WKH�FDVH�IRU�LQFUHDVLQJ�LWV�YDOXH�
)RU� IDPLOLHV� GHSHQGHQW� RQ� VRFLDO� ZHOIDUH�� WKH� EHQHILW� RI� WKLV� GHFLVLYH� LQFUHDVH� LQ�LQFRPH� VXSSRUW� WR� FKLOGUHQ� LQ� JHQHUDO� KDV� EHHQ� SDUWLDOO\� RIIVHW� E\� WKH� HIIHFWLYH�GHFLVLRQ��VLQFH�������QRW�WR�LQFUHDVH�WKH�ZHHNO\�DGGLWLRQV�WKH\�UHFHLYH�RQ�EHKDOI�RI�WKHLU� GHSHQGHQW� FKLOGUHQ�� � ,W� LV� FOHDU� WKDW� D� SUR�HPSOR\PHQW� VWDQFH� LQ� VRFLDO�SROLF\�JHQHUDOO\ KDV� UHVXOWHG� LQ� D� UHOXFWDQFH WR LQFUHDVH� VXSSRUW� IRU� FKLOGUHQ� WKDW LV�FRQGLWLRQDO� RQ� WKH� ZHOIDUH� VWDWXV� RI� WKHLU� SDUHQWV�� � 7KH� DQWL�SRYHUW\� REMHFWLYH��FXUUHQWO\� SXUVXHG� WKURXJK� FKLOG� DGGLWLRQV� WR� VRFLDO� DVVLVWDQFH� SD\PHQWV� DQG� WKH�)DPLO\� ,QFRPH�6XSSOHPHQW��PD\� QHHG� DQ� LQQRYDWLRQ� LQ� ,UHODQG� FRPSDUDEOH� WR� WKH�,QWHJUDWHG�&KLOG�&UHGLW�DQQRXQFHG�IRU�%ULWDLQ�DQG�WKH�&KLOG�7D[�%HQHILW�LQWURGXFHG�LQ�
�� )RU� H[DPSOH�� DIWHU� WKH� %XGJHW� LQFUHDVH� RI� ������ WKH� DQQXDO� YDOXH� RI� &KLOG� %HQHILW� URVH� WRDSSUR[LPDWHO\� ����� DQG� ����RI�*URVV�$YHUDJH� ,QGXVWULDO� (DUQLQJV� RI�PDOHV� LQ�PDQXIDFWXULQJ� IRU� D�IDPLO\� ZLWK� WZR� FKLOGUHQ� DQG� IRXU� FKLOGUHQ� UHVSHFWLYHO\�� � :KHQ� WKH� ����� &RPPLVVLRQ� RQ� 6RFLDO�:HOIDUH�H[DPLQHG�WKH�UHODWLYH�VLJQLILFDQFH�RI�&KLOG�%HQHILW�RYHU�WKH�SHULRG������������LW�IRXQG�LW�KDG�SHDNHG� LQ� �������� DW� �����DQG����RI�*$,(�RI�PDOHV� LQ�PDQXIDFWXULQJ� IRU� WZR�FKLOG�DQG� IRXU�FKLOG�IDPLOLHV�
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&DQDGD�� � 'HVLJQLQJ� D� UHIXQGDEOH� WD[� FUHGLW� IRU� SDUHQWV� RQ� ORZ� LQFRPHV� ZLWK�GHSHQGHQW�FKLOGUHQ�ZLOO�LQYROYH�SD\LQJ�FORVH�DWWHQWLRQ�WR�WKH�LVVXHV�GLVFXVVHG�DW�WKH�HQG�RI�VHFWLRQ������&KDSWHU�7KUHH����7ZR�RI�WKRVH�DGYDQWDJHV�DUH�XQGHUOLQHG�KHUH���$�UHIXQGDEOH�FKLOG� WD[�FUHGLW� UHOLHYHV�XQLYHUVDO�FKLOG�EHQHILW�RI�KDYLQJ� WR�SOD\�DQ�DQWL�SRYHUW\� UROH�� D� GHVLUDEOH� VWHS�EHFDXVH RI� WKH� ORZ�HIILFLHQF\� LW� KDV� LQ� GRLQJ� VR�� � ,Q�VHFRQG� SODFH�� D� UHIXQGDEOH� FKLOG� WD[� FUHGLW� ZRXOG� EH� QHXWUDO� ZLWK� UHVSHFW� WR� WKH�HPSOR\PHQW� VWDWXV�� SDUWLFLSDWLRQ� LQ� HGXFDWLRQ� RU� WUDLQLQJ� SURJUDPPHV�� IDPLO\� W\SH��DQG�DQ\�RWKHU�FKDUDFWHULVWLF�RI�D�FKLOG¶V�SDUHQWV���7KLV�LV�H[WUHPHO\�YDOXDEOH�ERWK�WR�DYRLG� WKH� GLIIHUHQWLDO� WUHDWPHQW� XQIDLU� WR� FKLOGUHQ� RQ� ORZ� LQFRPHV� ZKLFK� GHYHORSV�ZKHQ� SDUHQWDO� HPSOR\PHQW� DQG� HDUQLQJV� UHFHLYH� SULRULW\� HPSKDVLV�� DQG� WR� DOORZ�VHSDUDWH� DQG�PRUH� HIIHFWLYH� SROLF\� LQVWUXPHQWV� EH� GHYHORSHG� WR� LQIOXHQFH� SDUHQWV�WRZDUGV� HPSOR\PHQW�� IXUWKHU� HGXFDWLRQ�� WKH� VRFLDO� HFRQRP\�� FR�SDUHQWLQJ�� RU�ZKDWHYHU���
$FNQRZOHGJH� WKH� SDUWLFXODU� VLWXDWLRQ� RI� RQH�SDUHQW� KRXVHKROGV�� �(YHQ� LI� ,ULVK�ZRUNSODFHV� ZHUH� µIDPLO\� IULHQGO\¶�� FKLOG� EHQHILW� VXEVWDQWLDOO\ UDLVHG� DQG� D� QHZ�UHIXQGDEOH�FKLOG�WD[�FUHGLW�IRU�ORZ�LQFRPH�KRXVHKROGV�LQWURGXFHG��LW�LV�KLJKO\�SUREDEOH�WKDW�WKH�FXUUHQW�2QH�3DUHQW�)DPLO\�3D\PHQW�ZRXOG�VWLOO�EH�QHHGHG��DQG�VKRXOG�HYHQ�EH� HDUPDUNHG� IRU� IXUWKHU� GHYHORSPHQW�� � ,UHODQG¶V� ORQH� SDUHQW� SRSXODWLRQ� FRQWDLQV�HOHPHQWV� RI� KHWHURJHQHLW\�� EXW� D� FRQVLGHUDEOH� SHUFHQWDJH� RI� LW� LV� VWURQJO\�GLVDGYDQWDJHG�LQ�WKH�ODERXU�PDUNHW���7KH�HIIHFWLYHQHVV�RI�WKH�KLJK��UHODWLYH�WR�RWKHU�VRFLDO�ZHOIDUH�SURJUDPPHV��HDUQLQJV�GLVUHJDUG� WKDW� LV�D� IHDWXUH�RI� WKH�2QH�3DUHQW�)DPLO\�3D\PHQW�VKRXOG�EH�FDUHIXOO\�PRQLWRUHG��DQG�WKH�FRQVHTXHQFHV�IRU�FKLOGUHQ�RI�WKHLU�SDUHQW¶V�HPSOR\PHQW�VKRXOG�EH�SDUW�RI�WKH�HYDOXDWLRQ���,QWHUHVW�VKRXOG�FHQWUH�RQ�WKH�TXDOLW\�RI�WKH�HPSOR\PHQW�ZKLFK�ORQH�SDUHQWV�DUH�DFFHVVLQJ�DQG�WKH�SRWHQWLDO�IRU�ILQDQFLDO� LQFHQWLYHV�� FRPSDUDEOH� WR� WKH� HDUQLQJV� GLVUHJDUG�� WR� HQFRXUDJH� WKHLU�SDUWLFLSDWLRQ� LQ� IXUWKHU� HGXFDWLRQ� DQG� WUDLQLQJ�� � ,Q� DGGLWLRQ�� WKH� VFRSH� IRU� SROLF\� WR�HQFRXUDJH�FR�SDUHQWLQJ�DFURVV�KRXVHKROGV�ZKHUH�SDUHQWV�KDYH�VHSDUDWHG��DQG�WKH�DYRLGDQFH�RI VLWXDWLRQV�ZKHUH�ORQH�SDUHQWV�ORVH�ILQDQFLDOO\�EHFDXVH�RI�HQWHULQJ�QHZ�SDUWQHUVKLSV��VKRXOG�EH�H[DPLQHG�LQ�WKH�LQWHUHVWV�RI�FRPEDWLQJ�FKLOG�SRYHUW\�
(QVXUH�DGHTXDWH� LQFRPH�VXSSRUW� IRU� µZRUN�SRRU¶�KRXVHKROGV�� �7KLV�VWXG\�KDV�PDLQWDLQHG�D� WLJKW� IRFXV�RQ� FKLOG� LQFRPH�SRYHUW\�� � ,Q� IDFW�� KRZHYHU��D� VRFLHW\� WKDW�WROHUDWHV� LQFRPH�SRYHUW\�DPRQJ�DQ\�VHFWLRQ�RI� LWV�SRSXODWLRQ� LV�SXWWLQJ�FKLOGUHQ�DW�ULVN�� �(OLPLQDWLQJ�FKLOG� LQFRPH�SRYHUW\�FDQQRW�EH�GLYRUFHG�IURP�WKH�EURDGHU�JRDO�RI�HOLPLQDWLQJ�LQFRPH�SRYHUW\�JHQHUDOO\�
,W�LV�DOVR�FOHDU�WKDW�LPSURYLQJ�VHUYLFHV�LQ�NLQG�IURP�ZKLFK�FKLOGUHQ�EHQHILW�KDV�D�PDMRU�SRWHQWLDO� WR� HDVH� WKH� ILQDQFLDO� SUHVVXUHV� RQ� ORZ�LQFRPH� KRXVHKROGV� ZLWK� FKLOGUHQ��&XUUHQWO\�� FRPPHQGDEOH� HPSKDVLV� LV� SODFHG� LQ� ,UHODQG� RQ� SURYLGLQJ� VXFK� VHUYLFHV��DFFHVV� WR� FKLOGFDUH�� SUH�VFKRRO�� KRPHZRUN� FOXEV�� DGGLWLRQDO� VFKRRO� IDFLOLWLHV�� HWF���ZLWKLQ� VRFLDOO\� GLVDGYDQWDJHG� DUHDV�� � 7KH� DUHD�EDVHG� DSSURDFK� LV� ERWK� D� FRVW�HIIHFWLYH�GHVLJQ�DQG�DQ�LQSXW�WR�FRPPXQLW\�GHYHORSPHQW���+RZHYHU��WKH�DGYDQWDJHV�WR� DQ� DUHD�EDVHG� DSSURDFK� QHHG� WR� EH� FRPSDUHG� ZLWK� WKRVH� RI� D�PRUH� XQLYHUVDO�DSSURDFK�� PDQ\� FKLOGUHQ� RQ� ORZ� LQFRPHV� DUH� QRW� OLYLQJ� LQ� GLVDGYDQWDJHG� DUHDV��,UHODQG� FXUUHQWO\� DWWUDFWV� IDYRXUDEOH� LQWHUQDWLRQDO� DWWHQWLRQ� IRU� WKH� LPDJLQDWLRQ� DQG�EUHDGWK� RI� WKH� VHUYLFHV�LQ�NLQG� LW� SURYLGHV� LWV� VHQLRU� FLWL]HQV� �IUHH� WUDYHO�� IUHH�WHOHSKRQH�OLQH�UHQWDO��HWF�����$Q�LQWHJUDO�SDUW�RI�D�VWUDWHJ\�IRU�HOLPLQDWLQJ�FKLOG�SRYHUW\�VKRXOG�EH�EULQJLQJ�VLPLODU�LPDJLQDWLRQ�DQG�UHVRXUFHV�WR�WKH�SURYLVLRQ�RI�VHUYLFHV�LQ�NLQG�IRU�WKH�QDWLRQ¶V�\RXQJHU�FLWL]HQV��H�J���D�PHGLFDO�FDUG�IRU�DOO�FKLOGUHQ��
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