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ABSTRACT
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The Global Inequality Boomerang*

In this paper we argue that the decline in global inequality over the last decades has spurred 

a ‘sunshine’ narrative of falling global inequality that has been rather oversold, in the 

sense, we argue, it is likely to be temporary. We argue the decline in global inequality will 

reverse due to changes in the between-country component. We find there is a potentially 

startling global inequality ‘boomerang’, possibly in the mid-to-late 2020s, which would 

have happened even if there were no pandemic, and that the pandemic is likely to bring 

forward the global inequality boomerang.
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�� ,QWURGXFWLRQ�

7KLV� SDSHU� IRFXVHV� RQ� WKH� SDVW� DQG� SRWHQWLDO� IXWXUH� HYROXWLRQ� RI� LQFRPH� �RU� FRQVXPSWLRQ��
LQHTXDOLW\� LQ� WKH�ZRUOG� RYHU� WKH� SHULRG�����²������ ,QHTXDOLW\� LQ� WKH�ZRUOG�KDV� IDOOHQ�E\�PRVW�
FRPPRQ�GHILQLWLRQV�VLQFH�WKH�ODWH�����V��DQG�WKLV�LV�ODUJHO\�GXH�WR�D�GHFOLQH�LQ�WKH�EHWZHHQ�FRXQWU\�
FRPSRQHQW�RI�LQHTXDOLW\��$QDQG�DQG�6HJDO�������*UDGtQ�������/DNQHU�DQG�0LODQRYLF�������1LxR�
=DUD]~D� HW� DO�� ������� 6SHFLILFDOO\�� WKH� FRQFHSW� RI� JOREDO� LQHTXDOLW\� IRU� KRXVHKROG� LQFRPH� RU�
FRQVXPSWLRQ�SHU�FDSLWD��GHILQHG�DV�LI�DOO�LQGLYLGXDOV�LQ�WKH�ZRUOG�EHORQJHG�WR�RQH�VLQJOH�FRXQWU\³
L�H���0LODQRYLF·V��������FRQFHSW��³KDV�GHFOLQHG�EHWZHHQ������DQG������DW�DQ�DYHUDJH�DQQXDO�UDWH�RI�
EHWZHHQ������SHU�FHQW�DQG�����SHU�FHQW��ZKHQ�PHDVXUHG�E\�WKH�*LQL�FRHIILFLHQW�DQG�WKH�PHDQ�ORJ�
GHYLDWLRQ� �0/'��� UHVSHFWLYHO\�� ZLWK� WKH� PRVW� QRWDEOH� GHFOLQH� RFFXUULQJ� DIWHU� ������ 7KH�
GHFRPSRVLWLRQ�RI�WKH�0/'�VKRZV�WKDW�WKH�GHFOLQH�LQ�JOREDO�LQHTXDOLW\�KDV�EHHQ�ODUJHO\�GULYHQ�E\�
DQ�LPSRUWDQW�GURS�LQ�WKH�EHWZHHQ�FRXQWU\�FRPSRQHQW��ZKRVH�UHODWLYH�FRQWULEXWLRQ�WR�WKH�RYHUDOO�
0/'�PHDVXUH�KDV�UHGXFHG�IURP����SHU�FHQW�LQ������WR�MXVW�DERYH����SHU�FHQW���

/RRNLQJ�DKHDG��ZH�DUJXH�WKDW�WKH�LPSDFW�RI�&KLQD·V�HFRQRPLF�GHYHORSPHQW³DQG�RI�RWKHU�IDVW�
JURZLQJ��SRSXORXV� FRXQWULHV� VXFK�DV� ,QGLD³RQ� WKH�EHWZHHQ�FRXQWU\�FRPSRQHQW�ZLOO�� DW� VRPH�
SRLQW��GLPLQLVK�DQG�VWDUW�WR�DGG�WR�JOREDO�LQHTXDOLW\�LI�HFRQRPLF�JURZWK�FRQWLQXHV�DSDFH��3HUKDSV�
SDUDGR[LFDO��EXW�WKH�VDPH�IRUFH�ZKLFK�ZDV�FRQWULEXWLQJ�WR�ORZHULQJ�JOREDO�LQHTXDOLW\�ZLOO�VWDUW�WR�
UDLVH�LW��:KHQ�ZLOO�WKLV�KDSSHQ"�2XU�FDOFXODWLRQV�VXJJHVW�WKDW�WKLV�FRXOG�KDSSHQ�ZLWKLQ�D�GHFDGH��

7R� DQVZHU� WKLV� TXHVWLRQ�� RXU� SDSHU� UHFRQVWUXFWV� WKH� IXOO� KRXVHKROG� SHU� FDSLWD� LQFRPH� �RU�
FRQVXPSWLRQ��GLVWULEXWLRQV�IURP�KRXVHKROG�VXUYH\V�RI�PRUH�WKDQ�����FRXQWULHV�RYHU�WKH�SHULRG�
����²�����DQG�FRQVLGHUV�ZKDW� FDQ�EH� VDLG� DERXW� WKH� SODXVLEOH� HYROXWLRQ� RI� LQFRPH� LQHTXDOLW\�
EHWZHHQ�FRXQWULHV�LQ�WKH�DIWHUPDWK�RI�WKH�&29,'����SDQGHPLF��XS�WR��������%DVHG�RQ�WKLV�GDWD��
ZH�DUJXH�WKDW�WKH�GHFOLQH�LQ�JOREDO�LQFRPH�LQHTXDOLW\�RYHU�WKH�ODVW�GHFDGHV�KDV�VSXUUHG�D�¶VXQVKLQH·�
QDUUDWLYH�RI� IDOOLQJ� LQHTXDOLW\� WKDW� KDV� EHHQ� UDWKHU�RYHUVROG�� LQ� WKH� VHQVH� WKDW� LW� LV� OLNHO\� WR� EH�
WHPSRUDU\�� L�H��WKH�GHFOLQH�LQ�JOREDO� LQHTXDOLW\�ZLOO�UHYHUVH�GXH�WR�FKDQJHV�LQ�WKH�EHWZHHQ�FRXQWU\�
FRPSRQHQW��:H�ILQG�WKHUH�LV�D�SRWHQWLDOO\�VWDUWOLQJ�JOREDO�LQHTXDOLW\�¶ERRPHUDQJ·��SRVVLEO\�LQ�WKH�
PLG�WR�ODWH�����V��ZKLFK�ZRXOG�KDYH�KDSSHQHG�HYHQ�LI�WKHUH�KDG�QRW�EHHQ�D�SDQGHPLF��DQG�WKDW�
WKH�SDQGHPLF�LV�OLNHO\�WR�EULQJ�IRUZDUG�VXFK�D�JOREDO�LQHTXDOLW\�ERRPHUDQJ��

7KH�UHPDLQGHU�RI�WKH�SDSHU�LV�VWUXFWXUHG�DV�IROORZV��6HFWLRQ���GLVFXVVHV�JOREDO�LQFRPH�LQHTXDOLW\�
LQ�UHODWLRQ� WR�VRPH�DVSHFWV�RI�D�.X]QHWV� OHQV�DQG�SUHVHQWV�D� IRUPDOL]DWLRQ�RI� WKH�HYROXWLRQ�RI�
JOREDO�LQFRPH�LQHTXDOLW\�ZLWK�D�IRFXV�RQ�WKH�EHWZHHQ�FRXQWU\�FRPSRQHQW��6HFWLRQ���GHVFULEHV�WKH�
GDWDVHW�ZH�XVH��6HFWLRQ���SUHVHQWV�WKH�UHVXOWV��)LQDOO\��6HFWLRQ���FRQFOXGHV���

�� $�QHZ�.X]QHWVLDQ�WZLVW�

,Q�KLV�VHPLQDO�ZRUN��.X]QHWV��������FRQVLGHUHG�WKH�HYROXWLRQ�RI�LQHTXDOLW\�LQ�D�FRXQWU\�GXULQJ�WKH�
FRXUVH� RI� D� VWUXFWXUDO� WUDQVIRUPDWLRQ� LQ� ZKLFK� WKH� SRSXODWLRQ� PRYHG� IURP� D� ORZ�PHDQ�ORZ�
LQHTXDOLW\�LQFRPH�GLVWULEXWLRQ��UXUDO�DJULFXOWXUDO�VHFWRU��WR�D�KLJK�PHDQ�KLJK�LQHTXDOLW\� LQFRPH�
GLVWULEXWLRQ� �XUEDQ�LQGXVWULDO� VHFWRU��� +H� DUJXHG� WKDW� VXFK� D� WUDQVIRUPDWLRQ� ZRXOG� OHDG� WR�
LQHTXDOLW\�LQFUHDVLQJ�LQ�WKH�HDUO\�VWDJHV��SHDNLQJ��DQG�WKHQ�GHFOLQLQJ�LQ�WKH�ODWHU�VWDJHV³WKH�IDPRXV�

�

��)URP�KHUH�RQZDUGV��ZH�UHIHU�WR�LQFRPH�LQHTXDOLW\�RQO\�DV�LV�FXVWRPDU\�LQ�WKLV�OLWHUDWXUH��DOWKRXJK�ZH�DUH�DZDUH�RI�
WKH�LPSRUWDQW�GLVWLQFWLRQV�EHWZHHQ�LQFRPH�DQG�FRQVXPSWLRQ��
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LQYHUWHG�8�VKDSH��7KLV�IRUPXODWLRQ�KDV�VSXUUHG�D�YDVW�OLWHUDWXUH��HQFRPSDVVLQJ�ERWK�PDWKHPDWLFDO�
IRUPDOL]DWLRQ�DQG�HPSLULFDO�HVWLPDWLRQ��VHH��H�J���$QDQG�DQG�.DQEXU�����D������E����

.X]QHWV·V�IRUPXODWLRQ�RI�YLHZLQJ�RYHUDOO�GLVWULEXWLRQ�DV�FRPSRVHG�RI�D�SRSXODWLRQ�ZHLJKWHG�VXP�
RI�FRPSRQHQW�GLVWULEXWLRQV��FDQ�HTXDOO\�ZHOO�EH�DSSOLHG�WR�WKH�ZRUOG�GLVWULEXWLRQ�RI�LQFRPH��H[FHSW�
WKDW�LQVWHDG�RI�VHFWRUV�ZLWKLQ�D�FRXQWU\��ZH�KDYH�FRXQWULHV�ZLWKLQ�WKH�ZRUOG�DV�WKH�NH\�FRPSRQHQWV��
%XW� WKH� FKDQJH� RI� OHQV� DOVR� FKDQJHV� WKH� IRFXV� RI� DWWHQWLRQ��7KH� JOREDO� VHWWLQJ�PDNHV� LW�PRUH�
DSSURSULDWH�WR�IRFXV�RQ�FKDQJHV�LQ�WKH�FRQVWLWXHQW�GLVWULEXWLRQV�VLQFH��GHVSLWH�JOREDO�PLJUDWLRQ�
DQG� GLIIHUHQWLDO� SRSXODWLRQ� JURZWK� UDWHV�� JOREDO� SRSXODWLRQ� VKDUHV� DFFRXQWHG� IRU� E\� GLIIHUHQW�
FRXQWULHV�ZRXOG�QRW�FKDQJH�GUDPDWLFDOO\�RYHU�WKH�SHULRG�RI�D�GHFDGH�RU�VR��)XUWKHU��LQ�D�JOREDO�
VHWWLQJ��DV�ZH�VKDOO�VHH��LW�LV�WKH�IDVW�JURZLQJ�PLGGOH�LQFRPH�FRXQWULHV�ZKLFK�SOD\�D�FHQWUDO�UROH�LQ�
WKH�HYROXWLRQ�RI�ZRUOG�LQHTXDOLW\³VR��LQVWHDG�RI�WKH�VLPSOH�.X]QHWV�PRGHO�RI�WZR�FRPSRQHQW�
GLVWULEXWLRQV��WKH�VHFWRUV���ZH�QHHG�PLQLPDOO\�WKUHH�FRPSRQHQW�GLVWULEXWLRQV��KLJK���PLGGOH���DQG�
ORZ�LQFRPH�FRXQWULHV���$VVXPLQJ�WKHUH�LV�XQOLNHO\�WR�EH�YHU\�ODUJH�VFDOH�SRSXODWLRQ�VKLIWV�EHWZHHQ�
FRXQWULHV��JOREDO�LQFRPH�LQHTXDOLW\�PD\�ULVH�RU�IDOO�SULPDULO\�EHFDXVH�RI�FKDQJHV�HLWKHU�LQ�ZLWKLQ�
FRXQWU\�LQHTXDOLW\�RU�LQ�WKH�PHDQ�LQFRPH�RI�FRXQWULHV��EHWZHHQ�FRXQWU\�LQHTXDOLW\���

7KH�SUHYLRXV�DUJXPHQW�FDQ�EH�IRUPDOL]HG�LQ�D�WKUHH�FRXQWU\�PRGHO�ZLWK�SHU�FDSLWD�LQFRPHVݕ���L�
 �����������ZLWKݕ�ଵ �  � ଶݕ �  � ଵݔ�ଷ�DQG�SRSXODWLRQ�VKDUHVݕ � ଶݔ � ଷݔ ൌ ͳ��,Q�WKLV�K\SRWKHWLFDO�
VHWWLQJ�� WKH� ORZ�LQFRPH� JURXS� RU� FRXQWU\� �� FDQ� EH� WKRXJKW� RI� DV� ¶$IULFD·�� WKH�PLGGOH�LQFRPH�
FRXQWU\���DV�¶&KLQD·��DQG�WKH�KLJK��LQFRPH�FRXQWU\���DV�¶WKH�8QLWHG�6WDWHV��86�·��)RU�WKH�VDNH�RI�
WKH�DUJXPHQW��OHW�XV�IRFXV�RQ�WKH�PHDQ�ORJ�GHYLDWLRQ��ܮሻ�DV�WKH�PHDVXUH�RI�LQHTXDOLW\��ZLWKܮ�ଵܮ��ଶ��
�ଷܮ EHLQJ� WKH�PHDQ� ORJ� GHYLDWLRQ� IRU�HDFK�RI� WKH� WKUHH� FRXQWULHV��*LYHQ� WKH� SURSHUWLHV�RI� WKLV�
PHDVXUH��WKH�JOREDOܮ��WKXV�FDQ�EH�EURNHQ�GRZQ�LQWR�WKH�ZLWKLQ�JURXS��ܮௐ��DQG�WKH�EHWZHHQ�JURXS�
���FRPSRQHQWV�DV�IROORZVܮ��
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1RZ�FRQVLGHU�ZKDW�KDSSHQV�WR�WKH�JOREDOܮ��DVݕ�ଶ��&KLQD��JRHV�IURP�D�YDOXH�RIݕ�ଵ��$IULFD��WR�D�
YDOXH�RIݕ�ଷ��86���KROGLQJ�HYHU\WKLQJ�HOVH�FRQVWDQW��1RWH�WKDW�VLQFH�WKH�PHDQ�ORJ�GHYLDWLRQ�LV�VFDOH�
LQGHSHQGHQW��WKLV�H[HUFLVH�LV�DERXW�WKH�UHODWLYH�YDOXHV�RI�WKH�WKUHH�SHU�FDSLWD�LQFRPHV³WKH\�FRXOG�
DOO�EH�JURZLQJ��EXW�LW�LV�WKH�UHODWLYH�JURZWK�UDWHV�ZKLFK�DUH�LPSRUWDQW��)URP�����������DQG������WKH�
RQO\� LPSDFW� RQ� RYHUDOO� LQHTXDOLW\� �ܮ RI� D� FKDQJH� LQ� �ଶ�FRPHVݕ WKURXJK� WKH� LPSDFW� RQ� ��7KHܮ
GHULYDWLYH�RIܮ��ZLWK�UHVSHFW�WRݕ�ଶ�LV�JLYHQ�E\��
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7KXV��ZH�KDYH�D�QHZ�.X]QHWVLDQ�WZLVW��,W�FDQ�EH�GHPRQVWUDWHG�WKDW��KROGLQJ�DOO�HOVH�FRQVWDQWܮ����
DQG�KHQFHܮ���ILUVW�GHFUHDVHV�DQG�WKHQ�LQFUHDVHV�ZLWKݕ�ଶ��ZLWK�WKH�PLQLPXP�YDOXH�RFFXUULQJ�ZKHQ�
��L�H��ଷݕ�ଵ�DQGݕ�L�H��WKH�SHU�FDSLWD�LQFRPH�RI�¶&KLQD·��FURVVHV�WKH�SRSXODWLRQ�ZHLJKWHG�DYHUDJH�RI��ଶݕ
WKH� SHU� FDSLWD� LQFRPHV� RI� ¶WKH� 86·� DQG� ¶$IULFD·��� 2EYLRXVO\�� WKH� VWRU\� LV� PRUH� FRPSOLFDWHG�
HPSLULFDOO\�VLQFH�WKHUH�DUH�DOVR�FKDQJHV� LQ�ZLWKLQ�FRXQWU\� LQHTXDOLWLHV�DQG� LQ�SRSXODWLRQ�VKDUHV��
7KHVH�IRUFHV�ZLOO�LQGHHG�EH�WDNHQ�LQWR�DFFRXQW�LQ�ZKDW�IROORZV��EXW�WKH�EDVLF�IRUFH�PDNLQJ�IRU�WKH�
¶LQHTXDOLW\�ERRPHUDQJ·� KDV� EHHQ� LGHQWLILHG� DV� WKH� FKDQJLQJ� FRQWULEXWLRQ�RI� WKH�PLGGOH�LQFRPH�
FRXQWU\�PHDQ�WR�RYHUDOO�EHWZHHQ�FRXQWU\�LQHTXDOLW\³ILUVW�QHJDWLYH��DQG�WKHQ�SRVLWLYH��

,QGHHG��ZKDW�ZDV�GHVFULEHG�HDUOLHU�FDQ�EH�VXPPDUL]HG�DV�D�QHZ�.X]QHWVLDQ�WZLVW�LQ�WKH�WHUPV�WKDW�
IROORZ��*OREDO�LQFRPH�LQHTXDOLW\��GHILQHG�DV�LI�DOO�LQGLYLGXDOV�LQ�WKH�ZRUOG�EHORQJHG�WR�RQH�VLQJOH�
FRXQWU\��KDV�IDOOHQ�GHVSLWH�WKH�LQFUHDVH�LQ�ZLWKLQ�FRXQWU\�LQHTXDOLW\�LQ�ODUJH�FRXQWULHV��GDWD�IURP�
WKH�:RUOG�%DQN���������EDVHG�RQ�/DNQHU�DQG�0LODQRYLF��������DQG�0LODQRYLF���������VKRZV�WKDW�
WKH�ZLWKLQ�FRXQWU\�FRPSRQHQW�KDV�PRYHG�XSZDUGV�IURP�DFFRXQWLQJ�IRU����SHU�FHQW�RI�WRWDO�JOREDO�
LQHTXDOLW\� LQ� ����� WR� DOPRVW� ��� SHU� FHQW� LQ� ������� 7KLV� LV� EHFDXVH� SUHYLRXVO\� SRRU� SRSXORXV�
FRXQWULHV�OLNH�&KLQD�DQG�,QGLD�KDYH�JURZQ�UHODWLYH�WR�ULFK�FRXQWULHV�VXFK�DV�WKH�86��DQG�KHQFH��WKH�
EHWZHHQ�FRXQWU\�FRPSRQHQW�KDV�IDOOHQ�DQG�GRQH�VR�VXIILFLHQWO\��IURP����WR������SHU�FHQW�RI�WRWDO�
JOREDO� LQHTXDOLW\��:RUOG�%DQN� �������� WR� RYHUFRPH� WKH� ULVH� LQ� WKH�ZLWKLQ�FRXQWU\� FRPSRQHQW��
1RQHWKHOHVV��DV�&KLQD·V�UDSLG�JURZWK�FRQWLQXHV��DV�ZHOO�DV�RWKHU�ODUJH�HPHUJLQJ�HFRQRPLHV�VXFK�
DV�,QGLD���LW�ZLOO�SXOO�DZD\�IURP�RWKHU�SRRU�FRXQWULHV��DQG�WKLV�ZLOO�FRQWULEXWH�WR�ULVLQJ�EHWZHHQ�
FRXQWU\� LQHTXDOLW\��:LOO� WKHUH� WKHQ� EH� D� WXUQLQJ� SRLQW� LQ� JOREDO� LQHTXDOLW\�� DQG�ZKHQ�ZLOO� WKDW�
KDSSHQ"�

�� 7KH�WHQ�FHQWV�GDWDEDVH�

,Q�RUGHU�WR�DQDO\VH�FKDQJHV�LQ�JOREDO�LQFRPH�LQHTXDOLW\��H�J���0LODQRYLF·V������FRQFHSW����ZH�QHHG�
KRXVHKROG�VXUYH\�GDWD�WKDW�DOORZV�IRU�D�JOREDO�LQWHUSHUVRQDO�FRPSDULVRQ�RI�LQFRPHV��7R�WKLV�HQG��
WKLV�SDSHU�H[SORLWV�ZKDW�ZH�KDYH�WHUPHG�DV�WKH�¶WHQ�FHQWV�GDWDEDVH·��ZKLFK�KDV�EHHQ�EXLOW�IURP�WKH�
:RUOG�%DQN·V�WRRO�RI�KDUPRQL]HG�KRXVHKROG�LQFRPH�DQG�FRQVXPSWLRQ�VXUYH\V��$UD\DYHFKNLW�HW�
DO����������7KLV�WRRO�FRQWDLQV�KRXVHKROG�LQFRPH�DQG�FRQVXPSWLRQ�GDWD�IRU�EHWZHHQ�����DQG�����
FRXQWULHV�HDFK�\HDU�RYHU�WKH�SHULRG�����²������ZKLFK�WRJHWKHU�FRQFHQWUDWH�DERXW����SHU�FHQW�RI�
WKH� ZRUOG·V� SRSXODWLRQ�� 7KHVH� QXPEHUV� LPSO\� WKH� H[LVWHQFH� RI� DERXW� ������ FRXQWU\�\HDU�
GLVWULEXWLRQV��DOWKRXJK�RQO\�DERXW��������RU����SHU�FHQW��DUH�DFWXDO�VXUYH\V��ZLWK������DQG������DV�
WKH�PHDQ� DQG�PHGLDQ� \HDUV�� UHVSHFWLYHO\��� ZKHUHDV� WKH� UHPDLQLQJ� ��� SHU� FHQW� FRUUHVSRQGV� WR�

�

��3RYFDO1HW�0DUFK������JOREDO�SRYHUW\�XSGDWH��
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GLVWULEXWLRQV�WKDW�ZHUH�LQWHUSRODWHG�RU�H[WUDSRODWHG�WR�ILOO�WKH�FRXQWU\�\HDU�JDSV�RYHU�WKH�SHULRG³
VLQFH�QRW�DOO�VXUYH\V�ZHUH�FROOHFWHG�LQ�D�\HDU�WKDW�LV�FRPPRQ�WR�DOO�FRXQWULHV���

7KH� LQWHUSRODWLRQ� DQG� H[WUDSRODWLRQ� H[HUFLVHV� ZHUH� SHUIRUPHG� XQGHU� GLVWULEXWLRQ�QHXWUDO�
DVVXPSWLRQV� XVLQJ� WZR� SRWHQWLDO� LQGLFDWRUV� IURP�QDWLRQDO� DFFRXQWV�� WKH� DQQXDO� JURZWK� UDWH� RI�
KRXVHKROG� ILQDO� FRQVXPSWLRQ� H[SHQGLWXUH� �+)&(�� SHU� FDSLWD³DUJXDEO\�� WKH� LQGLFDWRU� WKDW� LV�
FRQFHSWXDOO\�FORVHVW�WR�KRXVHKROGV·�HFRQRPLF�DFWLYLW\�FDSWXUHG�E\�VXUYH\V³DQG�WKH�DQQXDO�JURZWK�
UDWH�RI�*'3�SHU�FDSLWD³ZKLFK�LV�DGRSWHG�LQ�FRXQWULHV�ZKHUH�+)&(�LV�VFDUFH�RU�QRW�DYDLODEOH��
PDLQO\�LQ�VXE�6DKDUDQ�$IULFD³�VHH��H�J���3U\G]�HW�DO����������:LWK����SHU�FHQW�RI�WKH�FRXQWU\�\HDU�
GDWD�SRLQWV�EHLQJ�DFWXDO�VXUYH\V�� WKH�YDVW�PDMRULW\�RI�FRXQWULHV� LQ� WKH�GDWDVHW�KDYH�DW� OHDVW� WZR�
DFWXDO�VXUYH\V��ZKLFK�DOORZV�FDSWXULQJ�VRPH�LQWHUWHPSRUDO�FKDQJHV�LQ�HDFK�FRXQWU\·V�GLVWULEXWLRQ��
<HW��WKH�IDFW�WKDW����SHU�FHQW�RI�WKH�GDWD�SRLQWV�ZHUH�ILOOHG�XQGHU�GLVWULEXWLRQ�QHXWUDO�DVVXPSWLRQV�
LPSO\� WKDW�DQ\�FKDQJHV� LQ� WKH�HYROXWLRQ�RI�JOREDO� LQHTXDOLW\�RYHU�����²������DFFRUGLQJ� WR� WKLV�
GDWDVHW��ZHUH�PRVWO\�GULYHQ�E\�WKH�EHWZHHQ�FRXQWU\�FRPSRQHQW³ZKLFK�LV�WKH�IRFXV�RI�WKLV�SDSHU�
DIWHU�������VHH�6HFWLRQ������

7KH�XVHU�RI�WKH�:RUOG�%DQN·V�WRRO�FDQQRW�REVHUYH�KRXVHKROG�SHU�FDSLWD�LQFRPH�RU�FRQVXPSWLRQ�
DW�WKH�LQGLYLGXDO�OHYHO��EXW�UDWKHU�FDQ�UHWULHYH�WKH�GLVWULEXWLRQV�RI�WKRVH�LQGLFDWRUV�IRU�HDFK�FRXQWU\�
DQG�\HDU�XVLQJ�DQ�DOJRULWKP��LQ�WKH�VSLULW�RI�'\NVWUD�HW�DO����������DSSOLHG�WR�WKH�GDWDVHW·V�DSSOLFDWLRQ�
SURJUDPPLQJ�LQWHUIDFH��&DVWDxHGD�$JXLODU�HW�DO��������=KDR��������6SHFLILFDOO\��WR�UHWULHYH�HDFK�
FRXQWU\�\HDU�GLVWULEXWLRQ��WKH�DOJRULWKP�FRPSXWHG�WKH�FXPXODWLYH�VKDUH�RI�WKH�SRSXODWLRQ�ZLWK�SHU�
FDSLWD�LQFRPH�RU�FRQVXPSWLRQ�EHORZ�DQ�DUUD\�RI�PRQHWDU\�WKUHVKROGV�WKDW�FKDQJH�LQ�YDOXH�HYHU\�
������D�GD\�SHU�SHUVRQ�������333���VWDUWLQJ�IURP�������XS�WR�D�PD[LPXP�YDOXH�WKDW�FRYHUV�������
SHU�FHQW�RI�WKH�SRSXODWLRQ��)URP�WKHVH�FXPXODWLYH�VKDUHV��LQGLYLGXDOV�ZLWKLQ�HDFK�������ELQ�ZHUH�
LVRODWHG�DQG�WKHQ�DVVLJQHG�WKH�PLGGOH�YDOXH�RI�WKHLU�ELQ�DV�WKHLU�GDLO\�DPRXQW�RI�SHU�FDSLWD�LQFRPH�
RU�FRQVXPSWLRQ��KHQFH��WKH�ODEHO�¶WHQ�FHQWV�GDWDEDVH·����

(DFK�RI� WKH� FRXQWU\�\HDU�GLVWULEXWLRQV�ZHUH�SRROHG� WRJHWKHU�RYHU� WKH�SHULRG�����²������ IURP�
ZKLFK�LQHTXDOLW\�PHDVXUHV�VXFK�DV�WKH�*LQL�FRHIILFLHQW�DQG�WKH�0/'�DUH�HVWLPDWHG�JOREDOO\�XVLQJ�
WKH�VL]H�RI�WKH�SRSXODWLRQ�ZLWKLQ�HDFK�ELQ�DV�ZHLJKWV���)LJXUH���SORWV�WKH�JOREDO�GLVWULEXWLRQV�RI�
KRXVHKROG�SHU�FDSLWD�LQFRPH��RU�FRQVXPSWLRQ��UHFRQVWUXFWHG�IURP�WKH�:RUOG�%DQN·V�WRRO�RQO\�IRU�
�����DQG�������7KH�3DQHO�$�VKRZV�WKH�WUDQVLWLRQ�IURP�WKH�ZHOO�NQRZQ�ELPRGDO�GLVWULEXWLRQ�WKDW�
VWLOO�SUHYDLOHG�E\�WKH�HDUO\�����V�WR�WKH�FXUUHQW�XQLPRGDO�GHQVLW\�ZLWK�WKH�WKUHH�SRYHUW\�OLQHV�XVHG�
E\�WKH�:RUOG�%DQN����������������DQG�������D�GD\���3RYHUW\�DW�WKRVH�OLQHV�DUH�EHWWHU�VHHQ�LQ�WKH�
FXPXODWLYH�GLVWULEXWLRQ�IXQFWLRQV�RI�3DQHO�%��VXJJHVWLQJ�D�GHFUHDVH�RI�WKRVH�OLYLQJ�XQGHU�������D�
GD\�IURP�DERXW����SHU�FHQW�RI�WKH�ZRUOG·V�SRSXODWLRQ�LQ������WR�OHVV�WKDQ����SHU�FHQW�LQ�����³

�

��6HH�DOVR�:RUOG�%DQN� ��������$SSHQGL[�$��DQG�:RUOG�%DQN� ��������&KDSWHU����7KH�ODWWHU�SUHVHQWV�GHWDLOV�RQ�WKH�
H[WUDSRODWLRQ�RI�SHU�FDSLWD�FRQVXPSWLRQ�LQ�,QGLD��DV�FDSWXUHG�E\�WKH�ODWHVW�DYDLODEOH�VXUYH\�IURP��������
�� $Q� LPSRUWDQW� LVVXH� WR� KLJKOLJKW� LV� WKDW� WKH� ODWHVW� DFWXDO� GDWD� LQ� ,QGLD� FRUUHVSRQG� WR� ����²���� ZKLFK� KDV� EHHQ�
H[WUDSRODWHG�E\�WKH�:RUOG�%DQN�WR�������:KLOH�WKH�H[WUDSRODWLRQ�XVXDOO\�DSSOLHV�D�SDVV�WKURXJK�UDWH��IURP�+)&(�LQ�
QDWLRQDO�DFFRXQWV�WR�KRXVHKROG�H[SHQGLWXUH��RI���LQ�WKH�UHVW�RI�WKH�FRXQWULHV��VHH�IRRWQRWH����LQ�:RUOG�%DQN�������S��
�����LQ�,QGLD�WKH�HPSOR\HG�UDWH�LV�������:K\�WKLV�H[FHSWLRQ�DQG�ZK\�QRW�WR�SHUIRUP�WKH�H[WUDSRODWLRQ�XS�WR������LV�
QRW� FOHDU�� KRZHYHU�� ,Q� WKLV�SDSHU�� WKH�GLVWULEXWLRQ� LQ� ,QGLD� KDV� EHHQ� H[WUDSRODWHG� WR������ IROORZLQJ� WKH� SUHYLRXV�
DSSURDFK��
�� 7KLV� WHQ� FHQWV� GDWDEDVH� FRPSULVHG� E\� DOO� WKH� FRXQWU\�\HDU� GLVWULEXWLRQV�PDWFKHV� WKH� WHPSRUDO� DQG� JHRJUDSKLF�
FRYHUDJH�RI�WKH�:RUOG�%DQN·V�3RYFDO1HW�FRPSRQHQW�RI�WKH�GDWDVHW�XVHG�LQ�:RUOG�%DQN���������ZKLFK�LV�EDVHG�RQ�
/DNQHU�DQG�0LODQRYLF��������DQG�0LODQRYLF���������7KHVH�DXWKRUV�PDGH�D�VLJQLILFDQW�VWHS�IRUZDUG�LQ�PHDVXULQJ�JOREDO�
LQHTXDOLW\�E\�FRPELQLQJ�VWDQGDUGL]HG�KRXVHKROG�VXUYH\�GDWD�IURP�WKH�:RUOG�%DQN·V�3RYFDO1HW�DQG�RWKHU�VRXUFHV�
VXFK�DV�WKH�/X[HPERXUJ�,QFRPH�6WXG\�'DWDEDVH��/,6���WKH�6XUYH\�RI�/LYLQJ�&RQGLWLRQV��6,/&���%UDQNR�0LODQRYLF·V�
:RUOG�,QFRPH�'LVWULEXWLRQ�'DWDVHW��:<'���DPRQJ�RWKHUV���



�

��

FRQVLVWHQW�ZLWK�WKH�ILJXUHV�UHSRUWHG�HOVHZKHUH�E\�WKH�:RUOG�%DQN���VHH��H�J���GLVFXVVLRQ�RI�SRYHUW\�
WUHQGV�DW�GLIIHUHQW�OHYHOV�LQ�6XPQHU�HW�DO���������

)LJXUH����*OREDO�GLVWULEXWLRQV�RI�SHU�FDSLWD�LQFRPH�RU�FRQVXPSWLRQ�������DQG������

�

1RWH��LQ�ERWK�SDQHOV��WKH�GRWWHG�YHUWLFDO�OLQHV�UHSUHVHQW��VWDUWLQJ�IURP�WKH�OHIW��WKH�PRQWKO\�HTXLYDOHQW�RI�WKH��������
�������DQG�������SRYHUW\�OLQHV��UHVSHFWLYHO\��

6RXUFH��DXWKRU¶V�FDOFXODWLRQV�EDVHG�RQ�FRXQWU\�\HDU�SHU�FDSLWD�LQFRPH�RU�FRQVXPSWLRQ�GLVWULEXWLRQV�
UHFRQVWUXFWHG�IURP�WKH�:RUOG�%DQN¶V�3RYFDO1HW�RQOLQH�WRRO��0DUFK������XSGDWH���

�� 7KH�JOREDO�LQFRPH�LQHTXDOLW\�ERRPHUDQJ�

���� 7KH�SDVW��

2XU�ILUVW�WDVN�LV�WR�VKRZ�WKDW�RXU�¶WHQ�FHQWV�GDWDEDVH·�SURGXFHV�UHVXOWV�FRQVLVWHQW�ZLWK�DYDLODEOH�
HYLGHQFH�RQ�WKH�SDVW��H�J���/DNQHU�DQG�0LODQRYLF�������0LODQRYLF�������:RUOG�%DQN��������7KH�
FRPSXWDWLRQV�IURP�WKH�UHFRQVWUXFWHG�LQFRPH�GLVWULEXWLRQV�UHYHDO�WKDW�JOREDO�LQFRPH�LQHTXDOLW\��DV�
PHDVXUHG�E\�HLWKHU�WKH�*LQL�FRHIILFLHQW�RU�WKH�0/'��KDV�EHHQ�IDOOLQJ�PDUNHGO\�DQG�VWHDGLO\�VLQFH�
WKH� HQG�RI� WKH� ����V� DQG�XS� WR� ������ZLWK� D� UHODWLYH� VWDJQDWLRQ� RQZDUGV� WR� ����� �)LJXUH� �����
)RFXVLQJ�RQ�WKH�SHULRG�RI�VXVWDLQHG�GHFOLQH��YL]������²������WKH�GHFRPSRVLWLRQ�RI�WKH�0/'�LQWR�
LWV�ZLWKLQ�� DQG�EHWZHHQ�FRXQWU\� FRPSRQHQWV� UHYHDOV� WKDW� WKH�DEVROXWH� FKDQJH� LQ� WKH� ODWWHU�KDV�
DFFRXQWHG�IRU�WKH�OLRQ·V�VKDUH�RI�WKH�DEVROXWH�FKDQJH�LQ�WKH�0/'�WKURXJKRXW�WKH�VXESHULRG��)LJXUH�
�����

� �

�

��$SSHQGL[�$�UHSURGXFHV�WKLV�WUHQG�XQGHU�GLIIHUHQW�VFHQDULRV�WKDW�H[FOXGH�HLWKHU�&KLQD��,QGLD��RU�ERWK�IURP�WKH�JOREDO�
LQFRPH�LQHTXDOLW\�FRPSXWDWLRQ�WR�VHH�ZKHWKHU�WKH\�H[HUW�DQ�HTXDOL]LQJ�RU�XQHTXDOL]LQJ�IRUFH��,Q�JHQHUDO��WKH�JURZWK�
LQ�LQFRPHV�LQ�&KLQD�KDV�H[HUWHG�DQ�LQFUHDVLQJO\�HTXDOL]LQJ�IRUFH��L�H��WKH�H[FOXVLRQ�RI�WKLV�FRXQWU\�PRYHV�WKH�OHYHO�RI�
JOREDO�LQHTXDOLW\�XSZDUGV��VLQFH�WKH�HDUO\�����V��ZKHUHDV�,QGLD�KDV�H[HUWHG�DQ�XQHTXDOL]LQJ�HIIHFW�GXULQJ�WKH�ZKROH�
SHULRG��L�H��WKH�H[FOXVLRQ�RI�WKLV�FRXQWU\�PRYHV�WKH�OHYHO�RI�LQHTXDOLW\�GRZQZDUGV���



�

��

)LJXUH����(YROXWLRQ�RI�JOREDO�LQFRPH�LQHTXDOLW\������±�����

�
6RXUFH��DXWKRU¶V�FDOFXODWLRQV�EDVHG�RQ�FRXQWU\�\HDU�SHU�FDSLWD�LQFRPH�RU�FRQVXPSWLRQ�GLVWULEXWLRQV�
UHFRQVWUXFWHG�IURP�WKH�:RUOG�%DQN¶V�3RYFDO1HW�RQOLQH�WRRO��0DUFK������XSGDWH����

)LJXUH����5HODWLYH�FRQWULEXWLRQ�RI�WKH�DEVROXWH�DQQXDO�FKDQJH�LQ�WKH�ZLWKLQ��DQG�EHWZHHQ�FRXQWU\�FRPSRQHQWV�WR�
WKH�DEVROXWH�DQQXDO�GHFOLQH�LQ�WKH�0/'�GXULQJ�����±�����

�
1RWH��D�QHJDWLYH�YDOXH�RI�WKH�UHODWLYH�FRQWULEXWLRQ�LQGLFDWHV�WKDW�WKH�FRUUHVSRQGLQJ�FRPSRQHQW�RI�LQHTXDOLW\�
LQFUHDVHG�LQ�DEVROXWH�WHUPV��

6RXUFH��DXWKRU¶V�FDOFXODWLRQV�EDVHG�RQ�FRXQWU\�\HDU�SHU�FDSLWD�LQFRPH�RU�FRQVXPSWLRQ�GLVWULEXWLRQV�
UHFRQVWUXFWHG�IURP�WKH�:RUOG�%DQN¶V�3RYFDO1HW�RQOLQH�WRRO��0DUFK������XSGDWH����

7KRXJK�WKLV�UHVXOW�PD\�EH�VRPHZKDW�H[SHFWHG�GXH�WR�WKH�GLVWULEXWLRQ�QHXWUDO�H[WUDSRODWLRQV��H�J��
RQO\�DERXW�KDOI�RI�WKH�FRXQWU\�\HDU�GLVWULEXWLRQV�LQ�WKH�VXESHULRG�FRPH�IURP�DFWXDO�VXUYH\V���LW�LV�
VWURQJO\�FRQVLVWHQW�ZLWK�WKH�VDPH�H[HUFLVH�DSSOLHG�WR�:RUOG�%DQN��������)LJXUH�������ZKLFK�XVHV�
DFWXDO�VXUYH\V�ZLWKLQ�WZR�\HDUV�RI�D�UHIHUHQFH�\HDU��DQG�ZKHUH�WKH�DEVROXWH�FKDQJHV�LQ�WKH�EHWZHHQ�
FRXQWU\�FRPSRQHQW�GRPLQDWH�WKH�GHFOLQH�LQ�WKH�0/'�RYHU�����²������VHH�$SSHQGL[�%���7KXV��
WKLV�UHVXOW�VXSSRUWV�WKH�IRFXV�RI�WKLV�SDSHU�RQ�WKH�SRWHQWLDO�HYROXWLRQ�RI�JOREDO�LQFRPH�LQHTXDOLW\�
LQ�WKH�PHGLXP�WHUP��QDPHO\������²�����
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&RQWULEXWLRQ�RI�WKH�ZLWKLQ�FRPSRQHQW��0/'� &RQWULEXWLRQ�RI�WKH�EHWZHHQ�FRPSRQHQW��0/'�
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���� 7KH�IXWXUH�RI�JOREDO�LQFRPH�LQHTXDOLW\�WR������

$VVXPSWLRQV��

7KH�SURMHFWLRQV�RYHU�����²���H[SORLW�WKH�:RUOG�%DQN·V�:RUOG�'HYHORSPHQW�,QGLFDWRUV�RQ�SDVW�
JURZWK�LQ�ERWK�+)&(�SHU�FDSLWD�DQG�*'3�SHU�FDSLWD��)LUVW��IRU�������WKH�FRPSXWDWLRQ�RI�LQFRPH�
LQHTXDOLW\�FRQVLGHUV�WKH�VKRFN�LQGXFHG�E\�WKH�SDQGHPLF��7R�GR�VR��WKH�DQDO\VLV�IROORZV�WKH�:RUOG�
%DQN·V��������DSSURDFK�XVHG�WR�HVWLPDWH�WKH�LPSDFW�RI�WKH�SDQGHPLF�RQ�JOREDO�SRYHUW\��7KDW�LV��
ZH�SURMHFW�IRUZDUG�WKH�JOREDO�GLVWULEXWLRQ�RI�LQFRPH��RU�FRQVXPSWLRQ��LQ������E\�DSSO\LQJ�D�SDVV�
WKURXJK�UDWH�RI����SHU�FHQW�RI�WKH�FRXQWU\·V�*'3�SHU�FDSLWD�JURZWK�UDWH�EHWZHHQ�WKDW�\HDU�DQG�
�����WR�HDFK�FRXQWU\·V�LQFRPH�ELQ��VHH�/DNQHU�HW�DO�������IRU�GHWDLOV����

7KHQ��IRU�WKH�SHULRG�����²����WKH�FRPSXWDWLRQ�RI�LQHTXDOLW\�LQGLFHV�UHVXOWV�DIWHU�HDFK�FRXQWU\·V�
LQFRPH�ELQ�LV�H[WUDSRODWHG�IROORZLQJ�WKH�DSSURDFK�RI�3U\G]�HW�DO����������7KDW�LV��HDFK�YDOXH�RI�WKH�
GLVWULEXWLRQ� LV�PXOWLSOLHG�E\�D�IDFWRU�ቀశభ


ቁ� WKDW�UHSUHVHQWV�WKH�FRUUHVSRQGLQJ�FRXQWU\·V�DQQXDO�

JURZWK�UDWH�EHWZHHQ�WKH�\HDUݐ���VWDUWLQJ�LQ�������DQGݐ�  ͳ��HLWKHU�RI�+)&(�SHU�FDSLWD�RU�RI�*'3�
SHU�FDSLWD�LQ�WKRVH�FDVHV�ZKHUH�WKH�IRUPHU�LQGLFDWRU�LV�QRW�DYDLODEOH��,Q�DOO�WKHVH�GLVWULEXWLRQ�QHXWUDO�
SURMHFWLRQV��WKH�DQDO\VLV�DFFRXQWV�IRU�GHPRJUDSKLF�FKDQJHV�E\�DVVXPLQJ�WKDW�WKH�SRSXODWLRQ�VKDUH�
LQ�HDFK�FRXQWU\·V�LQFRPH�ELQ�JURZV�\HDUO\�DW�WKH�FRXQWU\·V�SRSXODWLRQ�UDWHV�SURMHFWHG�E\�WKH�81�
:RUOG�3RSXODWLRQ�3URVSHFWV�IRU�WKH�SHULRG�����²�����

:H�SURMHFW�IRUZDUG�ZLWK�WZR�DG�KRF�JURZWK�VFHQDULRV��)LUVW��DQ�RSWLPLVWLF�� UHWXUQ�WR�SUH�SDQGHPLF�
ORQJ�UXQ�JURZWK�VFHQDULR����³LQ�WKH�VSLULW�RI�3ULWFKHWW�DQG�6XPPHUV·��������DUJXPHQW�RQ�¶UHJUHVVLRQ�
WR�WKH�PHDQ·³LQ�ZKLFK�HDFK�FRXQWU\·V�LQFRPH�ELQ�ZLOO�JURZ�DW�WKH�SHU�FDSLWD�DQQXDO�DYHUDJH�UDWH�
REVHUYHG�RYHU�����²������6HFRQG��D�YDFFLQDWLRQ�GULYHQ�SRVW�SDQGHPLF�JURZWK�VFHQDULR�����LQ�ZKLFK�HDFK�
FRXQWU\·V�LQFRPH�ELQ�ZLOO�JURZ�DW�D�UDWH�WKDW�GHSHQGV�RQ�HDFK�FRXQWU\·V�VKDUH�RI�SRSXODWLRQ�IXOO\�
YDFFLQDWHG� �VHH� GLVFXVVLRQ� LQ� 'HE� HW� DO�� ������ 81'3� ����D�� ����E�� DQG� RQ� WKH� &29,'�
YDFFLQDWLRQ�GDWD��VHH�0DWKLHX�HW�DO���������6SHFLILFDOO\��LI�VXFK�VKDUH�LV�DERYH����SHU�FHQW��ZH�DVVXPH�
D�IXOO�UHWXUQ�WR�WKH�DYHUDJH�JURZWK�RYHU�����²������LI�WKH�VKDUH�UDQJHV���²���SHU�FHQW��ZH�DVVXPH�
D�JURZWK�UDWH�RI�KDOI�RI�WKDW�DYHUDJH�JURZWK��DQG�LI�WKH�VKDUH�LV�OHVV�WKDQ����SHU�FHQW��ZH�DVVXPH�D�
JURZWK�UDWH�RI�RQO\�D�TXDUWHU�RI�WKDW�DYHUDJH�JURZWK���

0DLQ�UHVXOWV�

:KDW�GR�ZH�ILQG"�)LUVW��EHWZHHQ������DQG�������JOREDO�LQHTXDOLW\�H[KLELWV�D�ULVH��)LJXUH�����7KLV�
LQHTXDOLW\�XSWLFN�LV�FRQVLVWHQW�ZLWK�WKH�UHVXOW�UHSRUWHG�E\�<RQ]DQ�HW�DO����������,W�LV�DOVR�FRQVLVWHQW�
ZLWK� WKH� ILQGLQJ�E\�'HDWRQ� ������� IRU� WKH�FRQFHSW�RI�ZRUOG� LQHTXDOLW\�� L�H�� WKDW� LQ�ZKLFK�HDFK�
LQGLYLGXDO�LQ�WKH�ZRUOG�LV�DVVLJQHG�WKHLU�FRUUHVSRQGLQJ�FRXQWU\·V�*'3�SHU�FDSLWD��$V�'HDWRQ��������
���DUJXHV��VXFK�LQFUHDVH�¶FDQ�EH�ODUJHO\�DWWULEXWHG�WR�,QGLD·V�SRRU�SHUIRUPDQFH��LI�>ZRUOG@�LQHTXDOLW\�
LV�UHFDOFXODWHG�ZLWKRXW�,QGLD��WKH�XSWLFN�LV�HOLPLQDWHG��%\�FRQWUDVW��HOLPLQDWLQJ�&KLQD��>«@�GRHV�

�

��7KLV�DVVXPHV�QR�FKDQJHV�LQ�WKH�GLVWULEXWLRQ��<HW��LQ�WKH�UHFHQW�H[SHULHQFH�RI�DQ�DOPRVW�JHQHUDOL]HG�*'3�FRQWUDFWLRQ��
VXFK�UDWH�VHHPV�RSWLPLVWLF�DV�LW�LPSOLHV�WKH�IXOO�FRQWUDFWLRQ�GLG�QRW�¶SDVV�WKURXJK·�WR�KRXVHKROGV��LQ�SDUWLFXODU�WKRVH�
WKDW�ZHUH�VHYHUHO\�DIIHFWHG�E\�ORFNGRZQV���ZKLFK�JRHV�DJDLQVW� WKH�H[SHFWDWLRQ�WKDW�HFRQRP\�ZLGH�VKXWGRZQV�PD\�
DIIHFW� KRXVHKROG·V� LQFRPH� PRUH� �VHH� GLVFXVVLRQ� LQ� 6XPQHU� HW� DO�� ������� 'HSHQGLQJ� RQ� SUH�H[LVWLQJ� FRQGLWLRQV��
HFRQRP\�ZLGH�VKXWGRZQV�FDQ�EH�H[SHFWHG�WR�EH�ERWK�GUDVWLF��H�J��EHFDXVH�LQIRUPDOLW\�LV�ZLGHVSUHDG�DQG�VDIHW\�QHWV�
DUH�DEVHQW��DQG�SURORQJHG�DV�WKH�VXGGHQ�GURS�RI�LQFRPHV�RIWHQ�SHUVLVWV�ZLWK�D�ORZ�UHFRYHU\��VHH��H�J���'DYLV�DQG�YRQ�
:DFKWHU��������
��7KLV�DQDO\VLV�HPSOR\V�WKH�XSGDWHG�YDFFLQDWLRQ�UDWHV�E\�WKH�HQG�RI������DQG�SXEOLVKHG�LQ�2XU:RUOG,Q'DWD��7KHVH�
DUH�RI�FRXUVH�DUELWUDU\�VFHQDULRV�WKDW�SOD\�D�UROH�WR�GHPRQVWUDWH�LI�D�YDFFLQDWLRQ�WR�JURZWK�DVVRFLDWLRQ�LV�XSKHOG�WKHQ�
ZKDW�ZRXOG�WKDW�LPSO\��
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QRWKLQJ�WR�HOLPLQDWH�WKH�XSWLFN�LQ������·�,Q�$SSHQGL[�&��ZH�VKRZ�WKDW�WKHVH�FRQFOXVLRQV�KROG�DIWHU�
UHPRYLQJ�&KLQD�RU�,QGLD��HDFK�DW�D�WLPH��IURP�WKH�FRPSXWDWLRQV��EXW�LQWHUHVWLQJO\��DIWHU�UHPRYLQJ�
ERWK�&KLQD�DQG�,QGLD�VLPXOWDQHRXVO\��WKH�LQHTXDOLW\�XSWLFN�UHPDLQV��VXJJHVWLQJ�WKDW�WKH�SDQGHPLF�
LQGXFHG�FRQWUDFWLRQ�KDV�GULYHQ�WKH�UHVW�RI�WKH�FRXQWULHV�DSDUW��

6HFRQG��WKH�HVWLPDWHV�DIWHU������XQGHU�WKH�WZR�GLVWULEXWLRQ�QHXWUDO�JURZWK�DVVXPSWLRQV�GHVFULEHG�
DERYH�� VXJJHVW�DQ�XQDPELJXRXV� IHDWXUH�� WKHUH�ZLOO�EH� D� UHYHUVDO�� RU� ¶ERRPHUDQJ·�� LQ� WKH� UHFHQW�
GHFOLQLQJ� �EHWZHHQ�FRXQWU\�� LQHTXDOLW\� WUHQG� E\� WKH� HDUO\�����V�� 6SHFLILFDOO\�� LI� HDFK� FRXQWU\·V�
LQFRPH�ELQV�JURZ�DW�WKH�DYHUDJH�DQQXDO�UDWH�REVHUYHG�RYHU�����²������VFHQDULR�����WKH�GHFOLQLQJ�
WUHQG�UHFRUGHG�VLQFH������ZRXOG�UHDFK�D�PLQLPXP�E\�WKH�HQG�����V��IROORZHG�E\�WKH�HPHUJHQFH�
RI�D�JOREDO� LQFRPH�LQHTXDOLW\�ERRPHUDQJ��)LJXUH�����,I��RQ�WKH�RWKHU�KDQG��JURZWK� LV� OLQNHG�WR�
FRXQWULHV·�VKDUH�RI�IXOO\�YDFFLQDWHG�SRSXODWLRQ��VFHQDULR�����D�VWDUWOLQJ�UHVXOW�HPHUJHV��WKH�LQHTXDOLW\�
ERRPHUDQJ�ZRXOG�RFFXU�DURXQG������EDVHG�RQ�WKH�*LQL�FRHIILFLHQW��ZKLOH�LW�PD\�EH�KDSSHQLQJ�
LPPHGLDWHO\�DIWHU�WKH�ILUVW�\HDU�RI�WKH�SDQGHPLF�EDVHG�RQ�WKH�0/'��

)LJXUH����(YROXWLRQ�RI�JOREDO�LQFRPH�LQHTXDOLW\�XQGHU�GLIIHUHQW�DVVXPSWLRQV������±�����

�

1RWH��YHUWLFDO�OLQHV�GHOLPLW�WKH�FKDQJH�LQ�LQFRPH�LQHTXDOLW\�EHWZHHQ������DQG�������7KH�VFHQDULR���UHIHUV�WR�WKH�
UHWXUQ�WR�SUH�SDQGHPLF�ORQJ�UXQ�JURZWK�SDWK�LQ�ZKLFK�LW�LV�DVVXPHG�WKDW�HDFK�FRXQWU\¶V�LQFRPH�ELQV�ZLOO�JURZ�DW�
WKH�SHU�FDSLWD�DQQXDO�DYHUDJH�UDWH�REVHUYHG�RYHU�����±������7KH�VFHQDULR���UHIHUV�WR�WKH�YDFFLQDWLRQ�GULYHQ�
SRVW�SDQGHPLF�JURZWK�SDWK�LQ�ZKLFK�LW�LV�DVVXPHG�WKDW�HDFK�FRXQWU\¶V�LQFRPH�ELQV�ZLOO�JURZ�DW�D�UDWH�FRQGLWLRQDO�
RQ�HDFK�FRXQWU\¶V�VKDUH�RI�IXOO\�YDFFLQDWHG�SHRSOH��

6RXUFH��DXWKRU¶V�FDOFXODWLRQV�EDVHG�RQ�FRXQWU\�\HDU�SHU�FDSLWD�LQFRPH�RU�FRQVXPSWLRQ�GLVWULEXWLRQV�
UHFRQVWUXFWHG�IURP�WKH�:RUOG�%DQN¶V�3RYFDO1HW�RQOLQH�WRRO��0DUFK������XSGDWH����
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D��*LQL�FRHIILFLHQWV

��������� �����������VFHQDULR��� �����������VFHQDULR���
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E��0HDQ�ORJ�GHYLDWLRQ��0/'�

��������� �����������VFHQDULR��� �����������VFHQDULR���
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'LVWULEXWLRQ�QRQ�QHXWUDO�JURZWK�DQG�JOREDO�LQHTXDOLW\�

)RU�FRPSDULVRQ��ZH�JHQHUDWH�D�GLVWULEXWLRQ�VHQVLWLYH�JURZWK�VFHQDULR��VHH�)LJXUH�����:H�WDNH�WKH�
WZR�PRVW�UHFHQW�DFWXDO�KRXVHKROG�VXUYH\V�IRU�HDFK�FRXQWU\�WKH\�DUH�DYDLODEOH�IRU�DQG�FRPSXWH�WKH�
LQFRPH�JURZWK�UDWH�E\�GHFLOHV�EHWZHHQ�WKH�WZR�VXUYH\V��7KHQ��ZH�XVH�VXFK�UDWHV�DQG�H[WUDSRODWH�
WKH�FRUUHVSRQGLQJ�LQFRPH�ELQV�ZLWKLQ�HDFK�FRXQWU\�GHFLOH�WRZDUG�������L�H��ZH�DVVXPH�WKDW�WKHVH�
JURZWK�UDWHV�E\�FRXQWU\·V�GHFLOHV�UHPDLQ�WKH�VDPH���,Q�JHQHUDO��WKH�UHVXOWV�VXJJHVW�WKDW�WKH�LQHTXDOLW\�
ERRPHUDQJ�ZRXOG�HPHUJH�ZHOO�EHIRUH�������

)LJXUH����(YROXWLRQ�RI�JOREDO�LQFRPH�LQHTXDOLW\������±�����

�

1RWH��YHUWLFDO�OLQHV�GHOLPLW�WKH�FKDQJH�LQ�LQFRPH�LQHTXDOLW\�EHWZHHQ������DQG�������

6RXUFH��DXWKRU¶V�FDOFXODWLRQV�EDVHG�RQ�FRXQWU\�\HDU�SHU�FDSLWD�LQFRPH�RU�FRQVXPSWLRQ�GLVWULEXWLRQV�
UHFRQVWUXFWHG�IURP�WKH�:RUOG�%DQN¶V�3RYFDO1HW�RQOLQH�WRRO��0DUFK������XSGDWH���
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D��*LQL�FRHIILFLHQWV

$OO�FRXQWULHV ([FOXGHV�&KLQD ([FOXGHV�,QGLD ([FOXGHV�&KLQD�DQG�,QGLD
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E��0HDQ�ORJ�GHYLDWLRQ

$OO�FRXQWULHV ([FOXGHV�&KLQD ([FOXGHV�,QGLD ([FOXGHV�&KLQD�DQG�,QGLD
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�� &RQFOXVLRQ�

7KH� DQDO\VLV� LQ� WKLV� SDSHU� KDV� FRQVLGHUHG� WKH� SDVW� DQG� SRWHQWLDO� IXWXUH� HYROXWLRQ� RI� JOREDO�
LQHTXDOLW\�� 2XU� UHVXOWV� UHSRUWHG� SRLQW� WRZDUGV� WKH� SRWHQWLDO� RI� D� VWDUWOLQJ� JOREDO� LQHTXDOLW\�
¶ERRPHUDQJ·� WRZDUG� WKH� HQG�����V� RU� WKH� HDUO\�����V�� GULYHQ� E\� WKH�SDWK�RI�EHWZHHQ�FRXQWU\�
LQHTXDOLW\��DV�PLGGOH�LQFRPH�FRXQWULHV�DSSURDFK�LQFRPH�OHYHO�RI�KLJK�LQFRPH�FRXQWULHV�EXW�E\�WKH�
VDPH�WRNHQ�SXOO�DZD\�IURP�ORZ�LQFRPH�FRXQWULHV��7KH�JOREDO�LQHTXDOLW\�ERRPHUDQJ�FRXOG�RFFXU�
VRRQHU�LI�WKH�DFFHVV�WR�&29,'����YDFFLQHV�DFURVV�WKH�GHYHORSLQJ�ZRUOG³ZKLFK�OLNHO\�SUHYHQWV�D�
IXOO�HFRQRPLF�UHFRYHU\�DQG�JURZWK�SRWHQWLDO³UHPDLQV�XQHTXDO���

2XU�FRUH�SURMHFWLRQV�DUH�GLVWULEXWLRQ�QHXWUDO��VR�WKH\�RQO\�SLFN�XS�WKH�LPSDFW�RI�EHWZHHQ�FRXQWU\�
LQHTXDOLW\� RQ� ZRUOG� LQHTXDOLW\�� +RZHYHU�� SURMHFWLRQV� ZKLFK� H[WUDSRODWH� UHFHQW� SDWWHUQV� RI�
GLVWULEXWLRQDO�QRQ�QHXWUDO�JURZWK�VKRZ�WKDW�WKH�XSZDUG�WXUQ�LQ�JOREDO�LQHTXDOLW\�FRXOG�FRPH�HYHQ�
VRRQHU��/RRNHG�DW�DQRWKHU�ZD\��RQH�VHW�RI�LQWHUYHQWLRQV�WR�FRXQWHUDFW�WKH�ERRPHUDQJ�DQG�XSZDUG�
PRYHPHQW�LQ�JOREDO�LQHTXDOLW\�LV�IRU�SROLF\�WR�IRFXV�RQ�ORZHULQJ�ZLWKLQ�FRXQWU\�LQHTXDOLW\��

7KH�FRQFOXVLRQ�LV�WKDW�WKH�¶VXQVKLQH�QDUUDWLYH·�RI�GHFOLQLQJ�JOREDO�LQHTXDOLW\�QHHGV�WR�EH�WHPSHUHG��
$Q�LQHTXDOLW\�ERRPHUDQJ�LV�TXLWH�OLNHO\��

5HIHUHQFHV�

$QDQG�� 6��� DQG� 6�0�5�� .DQEXU� �����D��� ¶7KH� .X]QHWV� 3URFHVV� DQG� WKH� ,QHTXDOLW\³'HYHORSPHQW�
5HODWLRQVKLS·�� -RXUQDO� RI� 'HYHORSPHQW� (FRQRPLFV�� ������� ��²���� KWWSV���GRL�RUJ��������������
��������������7��

$QDQG�� 6��� DQG�6�0�5��.DQEXU� �����E��� ¶,QHTXDOLW\� DQG�'HYHORSPHQW��$�&ULWLTXH�·� -RXUQDO� RI�'HYHORSPHQW�
(FRQRPLFV�����������²����KWWSV���GRL�RUJ����������������������������/��

$QDQG��6��DQG�3��6HJDO���������¶7KH�*OREDO�'LVWULEXWLRQ�RI�,QFRPH·��,Q�$�%��$WNLQVRQ�DQG�)��%RXUJXLJQRQ�
�HGV��� +DQGERRN� RI� ,QFRPH� 'LVWULEXWLRQ�� 9RO� ��� &KDSWHU� ���� SS�� ���²���� $PVWHUGDP�� (OVHYLHU��
KWWSV���GRL�RUJ���������%���������������������������

$UD\DYHFKNLW��7���$��$WDPDQRY��.�<��%DUUHWR�+HUUHUD��1�%�+��%HOJKLWK��5�$��&DVWDxHGD�$JXLODU��7�+�0�-��
)XMV�� 5�� 'HZLQD� HW� DO�� �������� ¶0DUFK� ����� 3RYFDO1HW� 8SGDWH�� :KDW·V� 1HZ·�� *OREDO� 3RYHUW\�
0RQLWRULQJ�7HFKQLFDO�1RWH�����:DVKLQJWRQ��'&��:RUOG�%DQN��KWWSV���GRL�RUJ����������������

&DVWDxHGD�$JXLODU��5�$���&��/DNQHU��(�%��3U\G]��-��6ROHU�/RSH]��5��:X��DQG�4��=KDR���������¶(VWLPDWLQJ�
*OREDO�3RYHUW\� LQ�6WDWD��7KH�3RYFDOQHW�&RPPDQG·��*OREDO�3RYHUW\�0RQLWRULQJ�7HFKQLFDO�1RWH����
:DVKLQJWRQ��'&��:RUOG�%DQN��KWWSV���GRL�RUJ����������������

'DYLV��6���DQG�7��YRQ�:DFKWHU���������¶5HFHVVLRQV�DQG�WKH�&RVW�RI�-RE�/RVV·��1%(5�:RUNLQJ�3DSHU��������
&DPEULGJH��0$��1DWLRQDO�%XUHDX�RI�(FRQRPLF�5HVHDUFK��KWWSV���GRL�RUJ���������Z�������

'HDWRQ�� $�� �������� ¶&29,'���� DQG� *OREDO� ,QFRPH� ,QHTXDOLW\·�� /6(� 3XEOLF� 3ROLF\� 5HYLHZ�� ������ �²����
KWWSV���GRL�RUJ����������OVHSSU�����

'HE��3���'��)XUFHUL��'��-LPHQH]��6��.RWKDUL��-�'��2VWU\��DQG�1��7DZN���������¶7KH�(IIHFWV�RI�&29,'����
9DFFLQHV�RQ�(FRQRPLF�$FWLYLW\·��,0)�:RUNLQJ�3DSHU�:3���������:DVKLQJWRQ��'&��,QWHUQDWLRQDO�
0RQHWDU\� )XQG�� KWWSV���GRL�RUJ����������
�������������������

'\NVWUD��6���%��'\NVWUD��DQG�-��6DQGHIXU���������¶:H�-XVW�5DQ�7ZHQW\�7KUHH�0LOOLRQ�4XHULHV�RI�WKH�:RUOG�
%DQN·V� :HEVLWH·�� &*'�:RUNLQJ� 3DSHU� ����� :DVKLQJWRQ�� '&�� &HQWHU� IRU� *OREDO� 'HYHORSPHQW��
KWWSV���GRL�RUJ���������VVUQ����������



�
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*UDGtQ��&����������¶7UHQGV�LQ�*OREDO�,QHTXDOLW\�8VLQJ�D�1HZ�,QWHJUDWHG�'DWDVHW·��:,'(5�:RUNLQJ�3DSHU�
���������+HOVLQNL��818�:,'(5��KWWSV���GRL�RUJ����������818�:,'(5�������������

.X]QHWV��6����������¶(FRQRPLF�*URZWK�DQG�,QFRPH�,QHTXDOLW\·��7KH�$PHULFDQ�(FRQRPLF�5HYLHZ����������²����
KWWS���ZZZ�MVWRU�RUJ�VWDEOH����������

/DNQHU��&���'�*��0DKOHU��0��1HJUH��DQG�(�%��3U\G]���������¶+RZ�0XFK�'RHV�5HGXFLQJ�,QHTXDOLW\�0DWWHU�
IRU�*OREDO�3RYHUW\"·�*OREDO�3RYHUW\�0RQLWRULQJ�7HFKQLFDO�1RWH�����:DVKLQJWRQ��'&��:RUOG�%DQN��
KWWSV���GRL�RUJ����������������

/DNQHU��&���DQG�%��0LODQRYLF���������¶*OREDO�,QFRPH�'LVWULEXWLRQ��)URP�WKH�)DOO�RI�WKH�%HUOLQ�:DOO�WR�WKH�
*UHDW� 5HFHVVLRQ·�� 7KH� :RUOG� %DQN� (FRQRPLF� 5HYLHZ�� ������� ���²����
KWWSV���GRL�RUJ���������ZEHU�OKY�����

0DWKLHX��(���+��5LWFKLH��(��2UWL]�2VSLQD��0��5RVHU��-��+DVHOO��&��$SSHO��&��*LDWWLQR��DQG�/��5RGpV�*XLUDR�
�������� ¶$� *OREDO� 'DWDEDVH� RI� &29,'���� 9DFFLQDWLRQV·��1DWXUH� +XPDQ� %HKDYLRXU�� ������ ���²����
KWWSV���GRL�RUJ���������V�������������������

0LODQRYLF��%����������:RUOGV�$SDUW��3ULQFHWRQ��1-��3ULQFHWRQ�8QLYHUVLW\�3UHVV��

0LODQRYLF��%����������*OREDO�,QHTXDOLW\��$�1HZ�$SSURDFK�IRU�WKH�$JH�RI�*OREDOL]DWLRQ��&DPEULGJH��0$��+DUYDUG�
8QLYHUVLW\�3UHVV��KWWS���ZZZ�MVWRU�RUJ�VWDEOH�M�FWYMJKZN���

1LxR�=DUD]~D��0���/��5RRSH��DQG�)��7DUS���������¶*OREDO�,QHTXDOLW\��5HODWLYHO\�/RZHU��$EVROXWHO\�+LJKHU·��
5HYLHZ�RI�,QFRPH�DQG�:HDOWK������������²����KWWSV���GRL�RUJ���������URLZ��������

3ULWFKHWW��/���DQG�/��6XPPHUV���������¶$VLDSKRULD�0HHWV�5HJUHVVLRQ�WR�WKH�0HDQ·��1%(5�:RUNLQJ�3DSHU�
�������&DPEULGJH��0$��1DWLRQDO�%XUHDX�RI�(FRQRPLF�5HVHDUFK��KWWSV���GRL�RUJ���������Z�������

3U\G]��(�%���'��-ROOLIIH��&��/DNQHU��'�*��0DKOHU��DQG�3��6DQJUDXOD���������¶1DWLRQDO�$FFRXQWV�'DWD�8VHG�LQ�
*OREDO�3RYHUW\�0HDVXUHPHQW·��*OREDO�3RYHUW\�0RQLWRULQJ�7HFKQLFDO�1RWH����:DVKLQJWRQ��'&��:RUOG�
%DQN���

6XPQHU�� $��� (�� 2UWL]�-XDUH]�� DQG� &�� +R\� �������� ¶0HDVXULQJ� *OREDO� 3RYHUW\� %HIRUH� DQG� 'XULQJ� WKH�
3DQGHPLF�� $� 3ROLWLFDO� (FRQRP\� RI� 2YHURSWLPLVP·�� 7KLUG� :RUOG� 4XDUWHUO\�� ������� �²����
KWWSV���GRL�RUJ��������������������������������

81'3� �����D��� ¶,PSDFW� RI� 9DFFLQH� ,QHTXLW\� RQ� (FRQRPLF� 5HFRYHU\·�� 1HZ� <RUN�� 8QLWHG� 1DWLRQV�
'HYHORSPHQW� 3URJUDPPH�� $YDLODEOH� DW�� KWWSV���GDWD�XQGS�RUJ�YDFFLQH�HTXLW\�LPSDFW�RI�YDFFLQH�
LQHTXLW\�RQ�HFRQRPLF�UHFRYHU\���DFFHVVHG����)HEUXDU\��������

81'3� �����E��� ¶*OREDO� 'DVKERDUG� IRU� 9DFFLQH� (TXLW\·�� 1HZ� <RUN�� 8QLWHG� 1DWLRQV� 'HYHORSPHQW�
3URJUDPPH��$YDLODEOH�DW��KWWSV���GDWD�XQGS�RUJ�YDFFLQH�HTXLW\���DFFHVVHG����)HEUXDU\��������

:RUOG�%DQN���������3RYHUW\�DQG�6KDUHG�3URVSHULW\�������7DNLQJ�RQ�,QHTXDOLW\��:DVKLQJWRQ��'&��:RUOG�%DQN��

:RUOG�%DQN� ��������3RYHUW\�DQG� 6KDUHG� 3URVSHULW\� ������ 3LHFLQJ� 7RJHWKHU� WKH�3RYHUW\� 3X]]OH��:DVKLQJWRQ��'&��
:RUOG�%DQN��

:RUOG�%DQN���������3RYHUW\�DQG�6KDUHG�3URVSHULW\�������5HYHUVDOV�RI�)RUWXQH��:DVKLQJWRQ��'&��:RUOG�%DQN��

<RQ]DQ��1���&��/DNQHU��DQG�'�*��0DKOHU���������¶,V�&29,'����,QFUHDVLQJ�*OREDO�,QHTXDOLW\"·�:RUOG�%DQN�
%ORJV��2FWREHU����������

=KDR��4����������¶3RYFDO1HW�$3,�·�:DVKLQJWRQ��'&��:RUOG�%DQN���

� �



�
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$SSHQGL[�

$� 7KH��XQ�HTXDOL]LQJ�ZHLJKW�RI�&KLQD�DQG�,QGLD�

:KLOH� WKH� GHFOLQLQJ� WUHQG� LQ� JOREDO� LQFRPH� LQHTXDOLW\� RYHU� WKH� ODVW� WZR� GHFDGHV� KROGV� DIWHU�
H[FOXGLQJ�&KLQD�IURP�WKH�FRPSXWDWLRQ��WKLV�FRXQWU\�KDV�H[HUWHG�DQ�LQFUHDVLQJO\�HTXDOL]LQJ�IRUFH�
VLQFH�WKH�HDUO\�����V��FRQWUDU\�WR�LWV�XQHTXDOL]LQJ�UROH�RYHU�����²�������7KH�GHFOLQLQJ�WUHQG�DOVR�
KROGV�DIWHU�H[FOXGLQJ�,QGLD��EXW�VXFK�H[FOXVLRQ�UHYHDOV�WKH�XQHTXDOL]LQJ�ZHLJKW�RI�WKLV�FRXQWU\�RQ�
WKH�JOREDO�ILJXUH��)LQDOO\��ZKHQ�H[FOXGLQJ�ERWK�&KLQD�DQG�,QGLD��WKH�OHYHOV�RI�WKH�*LQL�FRHIILFLHQW�
PRYH�GRZQZDUGV�IRU�PRVW�RI�WKH�SHULRG��ZLWK�D�WUHQG�WKDW�LPLWDWHV�WKH�RQH�WKDW�H[FOXGHV�&KLQD�
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LQ�WKH�HDUO\�����V���
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%� 'RPLQDQFH�RI�WKH�EHWZHHQ�FRXQWU\�FRPSRQHQW�RI�JOREDO�LQFRPH�LQHTXDOLW\�

)LJXUH�%���(YROXWLRQ�RI�JOREDO�LQFRPH�LQHTXDOLW\��0/'������±�����

�
6RXUFH��DGDSWHG�IURP�)LJXUH�����LQ�:RUOG�%DQN�������������XQGHU�&UHDWLYH�&RPPRQV�OLFHQFH�&&�%<�����,*2��
%DVHG�RQ�/DNQHU�DQG�0LODQRYLF��������DQG�0LODQRYLF���������RQ�WKH�EDVLV�RI�KRXVHKROG�VXUYH\V��
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&� 7KH�ERRPHUDQJ�DQG�WKH�ZHLJKW�RI�&KLQD�DQG�,QGLD�

5HWXUQ�WR�SUH�SDQGHPLF�ORQJ�UXQ�JURZWK��VFHQDULR����

7KH�SRWHQWLDO�HPHUJHQFH�RI�WKH�JOREDO�LQFRPH�LQHTXDOLW\�ERRPHUDQJ�E\�WKH�HDUO\�����V�VHHPV�WR�
EH�GULYHQ�DOPRVW�HQWLUHO\�E\�&KLQD��1RWH�WKDW�ZKHQ�H[FOXGLQJ�,QGLD��WKH�SODXVLEOH�IXWXUH�EHWZHHQ�
FRXQWU\�LQHTXDOLW\�WUHQG��DQG�ERRPHUDQJ�HPHUJHQFH��UXQV�DOPRVW�LQ�SDUDOOHO�WR�WKDW�FRPSXWHG�IRU�
DOO� FRXQWULHV��ZKHUHDV� WKH�H[FOXVLRQ�RI�ERWK�&KLQD�DQG�,QGLD� VXJJHVWV� WKDW� WKH� OHYHO�RI� LQFRPH�
LQHTXDOLW\�ZRXOG�GHFUHDVH�WRZDUGV������EXW�RQO\�VOLJKWO\��
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�
1RWH��YHUWLFDO�OLQHV�GHOLPLW�WKH�FKDQJH�LQ�LQFRPH�LQHTXDOLW\�EHWZHHQ������DQG��������
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UHFRQVWUXFWHG�IURP�WKH�:RUOG�%DQN¶V�3RYFDO1HW�RQOLQH�WRRO��0DUFK������XSGDWH����
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9DFFLQDWLRQ�GULYHQ�SRVW�SDQGHPLF�JURZWK��VFHQDULR����

:KLOH�WKH�HPHUJHQFH�RI�WKH�EHWZHHQ�FRXQWU\�LQHTXDOLW\�ERRPHUDQJ�LV�OLNHO\�GULYHQ�E\�WKH�ZHLJKW�
RI�&KLQD��LW�VHHPV�WR�SRWHQWLDOO\�VWDUW�HPHUJLQJ�E\�WKH�HQG�����V��HYHQ�LI�WKLV�FRXQWU\�LV�H[FOXGHG�
IURP�WKH�FRPSXWDWLRQV³QRWH�WKDW�WKH�H[FOXVLRQ�RI�,QGLD�GRHV�QRW�DOWHU�WKH�HPHUJHQFH�RI�VXFK�
ERRPHUDQJ�� 7KH� VLPXOWDQHRXV� H[FOXVLRQ� RI�ERWK�&KLQD� DQG� ,QGLD� LQ� WKLV� VFHQDULR� UHYHDOV� WKDW�
EHWZHHQ�FRXQWU\�LQHTXDOLW\�ZRXOG�H[SHULHQFH�D�UDSLG�DQG�VWHDGLO\�LQFUHDVH��

)LJXUH�&���(YROXWLRQ�RI�EHWZHHQ�FRXQWU\�LQHTXDOLW\�XQGHU�VFHQDULR��������±�����

�
1RWH��YHUWLFDO�OLQHV�GHOLPLW�WKH�FKDQJH�LQ�LQFRPH�LQHTXDOLW\�EHWZHHQ������DQG�������

6RXUFH��DXWKRU¶V�FDOFXODWLRQV�EDVHG�RQ�FRXQWU\�\HDU�SHU�FDSLWD�LQFRPH�RU�FRQVXPSWLRQ�GLVWULEXWLRQV�
UHFRQVWUXFWHG�IURP�WKH�:RUOG�%DQN¶V�3RYFDO1HW�RQOLQH�WRRO��0DUFK������XSGDWH����
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