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$EVWUDFW

7KLV�SDSHU�HPSOR\V�WKH�KHWHURJHQRXV�DJHQW�OLIH�F\FOH�PRGHO�GHYHORSHG�LQ�:DOOLVHU���������ZKLFK

VXFFHVVIXOO\�JHQHUDWHV�WKH�REVHUYDEOH�DPRXQW�RI�ORDGLQJ�LQ�DQQXLWLHV�PDUNHWV�XQGHU�FXUUHQW�SROLF\�

WR�H[SORUH�WKH�HIIHFW�RI�WZR�IXQGHG�UHWLUHPHQW�V\VWHPV�ZLWK�PDQGDWRU\�DQQXLWL]DWLRQ��7KH�ILUVW�V\VWHP

UHTXLUHV�WKH�DQQXLWL]DWLRQ�RI�D�UHWLUHPHQW�DFFRXQW�DFFXPXODWHG�ZLWK���SHUFHQW�RI�SD\UROO�DQG�SURYLGHV

WKH�VDPH�UDWH�RI�UHWXUQ�WR�DOO�DJHQWV��LQFRPH�SURSRUWLRQDO�DQQXLW\����7KH�VHFRQG�V\VWHP�FRQYHUWV�WKH

VDPH�UHWLUHPHQW�DFFRXQWV�LQWR�D�IODW�DQQXLW\��GHPRJUDQW��DQG�WKXV�UHGLVWULEXWHV�IURP�WKRVH�ZLWK

DERYH�DYHUDJH�HDUQLQJV�WR�WKRVH�ZLWK�EHORZ�DYHUDJH�HDUQLQJV�

7KH�SDSHU�VKRZV�WKDW�WKH�UHGLVWULEXWLYH�V\VWHP�PD\�FRPH�DW�WKH�FRVW�RI�LQFUHDVLQJ�SULFHV�LQ

WKH�SULYDWH�DQQXLWLHV�PDUNHW�� �2Q� WKH�RWKHU�KDQG��DQ� LQFRPH�SURSRUWLRQDO�DQQXLW\� WKDW�FDXVHV�D

VPDOOHU�LQFUHDVH�LQ�SULYDWH�DQQXLW\�SULFHV�WKDQ�D�GHPRJUDQW�FDQQRW�RIIHU�DQ�DFWXDULDOO\�IDLU�UDWH�RI

UHWXUQ�GXH�WR�WKH�FRUUHODWLRQ�EHWZHHQ�LQFRPH�DQG�PRUWDOLW\�

:LWKRXW�FRPSHQVDWRU\�SD\PHQWV�DQ�LQFRPH�SURSRUWLRQDO�DQQXLW\�LV�ZHOIDUH�HQKDQFLQJ�IRU

DOPRVW�HYHU\ERG\��ZKHUHDV�D�GHPRJUDQW�LQFUHDVHV�ZHOIDUH�IRU�WKH�SRRU�EXW�GHFUHDVHV�WKH�ZHOIDUH�RI

WKH� ULFK�� $� GHPRJUDQW� PD\� RIIVHW� WKH� UHGLVWULEXWLYH� HIIHFWV� RI� SRROLQJ� FDXVHG� E\� WKH� SRVLWLYH

FRUUHODWLRQ�EHWZHHQ�LQFRPH�DQG�ORQJHYLW\��%RWK�V\VWHPV�LPSURYH�HFRQRPLF�HIILFLHQF\�RYHU�D�SXUHO\

SULYDWH�V\VWHP�ZLWKRXW�JRYHUQPHQW�UHJXODWLRQ����

��



�� 6HH )HOGVWHLQ ������� )HOGVWHLQ DQG 6DPZLFN ������� .RWOLNRII �����D�E�� .RWOLNRII� 6PHWWHUV� DQG :DOOLVHU

������� .RWOLNRII �������

�� 7KH RYHUDOO SD\UROO WD[ ZRXOG EH ��� SHUFHQW ZLWK ��� SHUFHQW ILQDQFLQJ GLVDELOLW\ DQG VXUYLYRU EHQHILWV�

�

���,QWURGXFWLRQ

:LWK�WKH�JURZLQJ�XQGHUVWDQGLQJ�WKDW�6RFLDO�6HFXULW\
V�XQIXQGHG�OLDELOLWLHV�ZLOO�EH�GLIILFXOW�WR�FRYHU

RQFH� WKH� EDE\� ERRPHUV� UHWLUH�� 6RFLDO� 6HFXULW\� UHIRUP� LV�PRYLQJ� WR� WKH� FHQWHU� RI� WKH� SROLWLFDO

GLVFXVVLRQ�� 7KH� SRWHQWLDO� JDLQV� IURP� D� WUDQVLWLRQ� WR� D� IXQGHG� V\VWHP� ZLWK� SULYDWHO\� PDQDJHG

LQGLYLGXDO�DFFRXQWV�KDV�UHFHLYHG�PXFK�DWWHQWLRQ�UHFHQWO\����)XQGLQJ�VRFLDO�VHFXULW\�PD\�VXEVWDQWLDOO\

LQFUHDVH�HFRQRPLF�RXWSXW�DQG�HFRQRPLF�HIILFLHQF\�DQG�FRXOG�WKXV�EH�EHQHILFLDO�EH\RQG�VROYLQJ�WKH

PHGLXP�WHUP�SUREOHPV�RI�WKH�FXUUHQW�V\VWHP��

:KDW� LV� PLVVLQJ� IURP� WKHVH� VWXGLHV� LV� WKDW� 6RFLDO� 6HFXULW\
V� UROH� FRPSULVHV� PRUH� WKDQ

SURYLGLQJ�UHWLUHPHQW�LQFRPH���7KH�DQQXLW\�SURYLGHG�E\�6RFLDO�6HFXULW\�LQVXUHV�DJDLQVW�ORQJHYLW\�ULVN

DQG�LQIODWLRQ�ULVN�� � ,I�SULYDWH�DQQXLWLHV�PDUNHWV�DUH�QRW�DFWXDULDOO\�IDLU�GXH�WR�DGYHUVH�VHOHFWLRQ�

LQVXUDQFH�DJDLQVW�ORQJHYLW\�ULVN�PD\�EH�YHU\�FRVWO\�RU�XQDYDLODEOH���$Q\�SURSRVDO�WR�SDUWO\�RU�IXOO\

SULYDWL]H� 6RFLDO� 6HFXULW\�PXVW� WKHUHIRUH� FRQVLGHU� WKH� UHJXODWRU\� TXHVWLRQ� ZKHWKHU� DQG� KRZ� WR

PDQGDWH�DQQXLWL]DWLRQ�LQ�D�SULYDWL]HG�VRFLDO�VHFXULW\�V\VWHP���

5HFHQW�SURSRVDOV�E\�WKH�4XDGUHQQLDO�6RFLDO�6HFXULW\�$GYLVRU\�&RXQFLO�GLG�QRW�DJUHH�RQ�WKH

PHWKRG�RI�DQQXLWL]DWLRQ��7KH��,QGLYLGXDO�$FFRXQW��3ODQ�ZRXOG�PDQGDWH�WKH�DQQXLWL]DWLRQ�RI�WKH

HQWLUH�UHWLUHPHQW�DFFRXQW��,Q�FRQWUDVW��WKH��3HUVRQDO�6HFXULW\�$FFRXQW��3ODQ�SURYLGHV�D�PDQGDWRU\

IODW�DQQXLW\�ILQDQFHG�ZLWK�D���SHUFHQW�SD\UROO�WD[���

7KLV�SDSHU�DQDO\]HV�KRZ�PDQGDWRU\�DQQXLWL]DWLRQ�DIIHFWV�DQQXLW\�SULFHV�DQG�ZHOIDUH�LQ�D�OLIH

F\FOH�PRGHO�ZLWK� DJHQWV� GLIIHULQJ�E\� OLIH� H[SHFWDQF\� DQG� LQFRPH�� �7KH�PRGHO� ��� GHYHORSHG� LQ

:DOOLVHU�����������UHIOHFWV�WKH�HPSLULFDOO\�REVHUYDEOH�FRUUHODWLRQ�EHWZHHQ�LQFRPH�DQG�PRUWDOLW\�DQG

PDWFKHV�VRPH�FKDUDFWHULVWLFV�RI�REVHUYDEOH�DQQXLW\�SULFHV��

7KH� SDSHU� LQYHVWLJDWHV� WZR� V\VWHPV� WKDW� HOLPLQDWH� VRFLDO� VHFXULW\� EXW� PDQGDWH� WKH

DFFXPXODWLRQ�RI�IXQGV�LQ�D�PDQGDWRU\�UHWLUHPHQW�DFFRXQW�ZLWK�ILYH�SHUFHQW�RI�SD\UROO���7KH�ILUVW

V\VWHP�UHTXLUHV�WKH�DQQXLWL]DWLRQ�RI�WKH�HQWLUH�DFFRXQW�XSRQ�UHWLUHPHQW�DQG�LV�QRQ�UHGLVWULEXWLYH���7KH

UHWLUHPHQW�DQQXLW\�LV�SURSRUWLRQDO�WR�WKH�IXQGV�DFFXPXODWHG�LQ�WKH�UHWLUHPHQW�DFFRXQW���7KLV�VHW�XS



�� 1RWH WKDW D GHPRJUDQW WKDW LV QRW UHGLVWULEXWLYH ZRXOG KDYH WR EH YHU\ VPDOO DQG WKHUHIRUH SURYLGH RQO\

PLQLPDO SURWHFWLRQ DJDLQVW RXWOLYLQJ RQH
V UHVRXUFHV�

�

LV�WKHUHIRUH�ODEHOHG�DV�DQ�LQFRPH�SURSRUWLRQDO�DQQXLW\�EHORZ��

7KH�VHFRQG�V\VWHP�DGGV�UHGLVWULEXWLRQ�E\�FRQYHUWLQJ�WKH�UHWLUHPHQW�DFFRXQW�LQWR�WKH�VDPH

DQQXLW\�IRU�HYHU\ERG\�LUUHVSHFWLYH�RI�WKH�DFWXDO�IXQGV�LQ�WKH�DFFRXQW����+HQFH��WKRVH�ZLWK�DERYH

DYHUDJH�LQFRPH�UHFHLYH�D�EHORZ�DYHUDJH�UHWXUQ�DQG�YLFH�YHUVD���,Q�WKH�IROORZLQJ�GLVFXVVLRQ��WKDW

V\VWHP�LV�LGHQWLILHG�DV�D�IODW�DQQXLW\�RU�D�GHPRJUDQW��

7KLV�SDSHU�FRQWUDVWV�DQQXLW\�SULFHV�DQG�ZHOIDUH�LQ�D�IXOO\�SULYDWL]HG�V\VWHP�ZLWK�WKRVH�LQ�WKH

WZR�UHJLPHV�RXWOLQHG�DERYH��,�VKRZ�WKDW�D�IODW�DQQXLW\�PD\�KDYH�D�PRUH�GHWULPHQWDO�HIIHFW�RQ�SULYDWH

DQQXLW\�SULFHV�WKDQ�DQ�LQFRPH�SURSRUWLRQDO�DQQXLW\�EHFDXVH�LQFRPH�DQG�PRUWDOLW\�DUH�FRUUHODWHG�

+RZHYHU��D�IODW�DQQXLW\�DOZD\V�RIIHUV�WKH�KLJKHVW�UHWXUQ�DQG�FDQ�RIIVHW�WKH�QHJDWLYH�ZHOIDUH�HIIHFW

RI�SRROLQJ�IRU�WKH�ORZ�HDUQHUV���$Q�LQFRPH�SURSRUWLRQDO�DQQXLW\�RQ�WKH�RWKHU�KDQG�FDQ�UHPRYH�RQO\

DERXW�WZR�WKLUGV�RI�WKH�ORDGLQJ�DWWULEXWHG�WR�DGYHUVH�VHOHFWLRQ��

:LWKRXW�FRPSHQVDWRU\�SD\PHQWV�DQ�LQFRPH�SURSRUWLRQDO�DQQXLW\�ILQDQFHG�ZLWK���SHUFHQW�RI

SD\UROO� LV�ZHOIDUH� HQKDQFLQJ� IRU� DOPRVW� DOO�PRGHO� DJHQWV� DV� FRPSDUHG� WR� DQ� HFRQRP\�ZLWKRXW

PDQGDWHV�� 7KH� UHGLVWULEXWLYH� GHPRJUDQW�� LQ� FRQWUDVW�� LQFUHDVHV� ZHOIDUH� RQO\� IRU� WKH� SRRU� EXW

GHFUHDVHV�WKH�ZHOIDUH�RI�WKH�ULFK��2Q�WKH�RWKHU�KDQG��D�GHPRJUDQW�RIIVHWV�WKH�UHGLVWULEXWLYH�HIIHFWV

RI�SRROLQJ�FDXVHG�E\�WKH�SRVLWLYH�FRUUHODWLRQ�EHWZHHQ�LQFRPH�DQG�ORQJHYLW\���%RWK�W\SHV�RI�PDQGDWHV

LPSURYH�HFRQRPLF�HIILFLHQF\�FRPSDUHG�WR�UHJLPHV�ZLWKRXW�PDQGDWHV��

7KH� SDSHU� LV� RUJDQL]HG� DV� IROORZV�� 6HFWLRQ� �� GLVFXVVHV� SUHYLRXV� WKHRUHWLFDO� ILQGLQJV

FRQFHUQLQJ�WKH�ZHOIDUH�HIIHFWV�RI�PDQGDWRU\�LQVXUDQFH��6HFWLRQ���LQWURGXFHV�D�WZR�SHULRG�PRGHO�RI

DQQXLW\�GHPDQG�DQG�GLVFXVVHV�WKH�UHWXUQ�RI�VRFLDO�DQQXLWLHV�DV�ZHOO�DV�WKH�GHULYDWLRQ�RI�LQVXUDQFH

ORDG�IDFWRUV���6HFWLRQ���H[WHQGV�WKH�VLPXODWLRQ�PRGHO�WR����SHULRGV��DJHV���������DQG�VLPXODWHV�WKH

HIIHFWV�RI�WKH�WZR�UHJLPHV�RXWOLQHG�DERYH���6HFWLRQ���GLVFXVVHV�GLIIHUHQW�SROLF\�RSWLRQV�LQ�OLJKW�RI

WKH�HYLGHQFH�RI�WKH�VLPXODWLRQ�PRGHO�DQG�VXPPDUL]HV�DQG�FRQFOXGHV�WKH�SDSHU��

���$QQXLW\�,QVXUDQFH��$GYHUVH�6HOHFWLRQ�DQG�WKH�3DUHWR�(IILFLHQF\�RI�0DQGDWHV��



�

$QQXLWLHV� SURWHFW� FRQVXPHUV� DJDLQVW� RXWOLYLQJ� WKHLU� UHVRXUFHV� LQ� UHWLUHPHQW�� � %\� LPSOLFLWO\

UHGLVWULEXWLQJ�WKH�HVWDWH�RI�GHFHDVHG�DQQXLWDQWV�WR�VXUYLYLQJ�DQQXLWDQWV��DQQXLWLHV�FDQ�DOVR�JHQHUDWH

D�KLJKHU�UDWH�RI�UHWXUQ�WKDQ�DOWHUQDWH�EHTXHDWKDEOH�LQYHVWPHQWV���2XWVLGH�RI�D�EHTXHVW�PRWLYH��WKH

VWDQGDUG�OLIH�F\FOH�PRGHO�ZLWK�OLIHVSDQ�XQFHUWDLQW\�WKHUHIRUH�SUHGLFWV�WKDW�FRQVXPHUV�DQQXLWL]H�DOO

WKHLU�DVVHWV�

,QGLYLGXDOV�ZKR�EX\�DQQXLWLHV�JHQHUDOO\�FRQVLGHU�WKHLU�RZQ�VXUYLYDO�SURVSHFWV�LQ�FKRRVLQJ

WKH�VL]H�RI�WKH�DQQXLW\���7KXV��HFRQRPLF�DJHQWV�ZKR�H[SHFW�WR�OLYH�ORQJHU��EX\�ODUJHU�DQQXLWLHV���7KH\

DUH�DOVR�PRUH�OLNHO\�WR�GHPDQG�SULYDWH�DQQXLWLHV�LQ�WKH�ILUVW�SODFH��*HQHUDOO\�VSHDNLQJ��LQVXUDQFH

FRPSDQLHV�DUH�XQDEOH�WR�REVHUYH�LQGLYLGXDO�VXUYLYDO�SURVSHFWV����EHFDXVH�WKH�LQIRUPDWLRQ�FDQ�EH

VXFFHVVIXOO\�GLVJXLVHG�E\�SURVSHFWLYH�DQQXLWDQWV�RU�EHFDXVH�OHJLVODWLRQ�SUHYHQWV�GLVFULPLQDWLRQ�EDVHG

RQ�UDFH�DQG�VH[��

�&RQVHTXHQWO\��LQVXUDQFH�FRPSDQLHV�ZLOO�QRW�EUHDN�HYHQ�LI�WKH\�SULFH�DQQXLWLHV�EDVHG�RQ�WKH

DYHUDJH�VXUYLYDO�SUREDELOLWLHV�RI�WKH�SRSXODWLRQ���7KRVH�ZKR�EX\�DQQXLWLHV�OLYH�ORQJHU�WKDQ�DYHUDJH

DQG�DPRQJ�WKRVH�ZKR�EX\�DQQXLWLHV�WKH�FRQVXPHUV�ZLWK�WKH�KLJKHVW�OLIH�H[SHFWDQF\�EX\�WKH�ODUJHVW

DQQXLW\���7KLV�SKHQRPHQRQ�LV�FDOOHG�DGYHUVH�VHOHFWLRQ�

0DQGDWRU\�LQVXUDQFH�PD\�UHPHG\�WKH�DGYHUVH�VHOHFWLRQ�SUREOHP���$�PDQGDWRU\�LQVXUDQFH

IRUFHV� HYHU\ERG\� WR� SXUFKDVH� DQ� DQQXLW\�� LUUHVSHFWLYH� RI� KLV� RU� KHU� RZQ� VXUYLYDO� SURVSHFWV�

7KHUHIRUH��WKH�SRRO�RI�DQQXLWDQWV�UHIOHFWV�WKH�SRSXODWLRQ�DV�D�ZKROH�DQG�D�PDQGDWRU\�LQVXUDQFH�FDQ

RIIHU�D�UHWXUQ�EDVHG�RQ�WKH�FKDUDFWHULVWLFV�RI�WKH�DYHUDJH�DQQXLWDQW���7KLV�UHVXOWV�RQO\�KROGV��KRZHYHU�

LI�WKH�PDQGDWRU\�DQQXLW\�GRHV�QRW�YDU\�ZLWK�DQ\�FKDUDFWHULVWLF�FRUUHODWHG�ZLWK�ORQJHYLW\�

7KH�PDQGDWRU\�DQQXLW\�PD\�SURYLGH�RQO\�D�SRUWLRQ�RI�WKH�WRWDO�GHVLUHG�DQQXLW\�LQFRPH���6RPH

LQGLYLGXDOV�ZLOO�WKHUHIRUH�HQJDJH�LQ�WKH�SULYDWH�DQQXLWLHV�PDUNHW�HYHQ�LI�WKH�JRYHUQPHQW�SURYLGHV�D

PDQGDWRU\�DQQXLW\�WR�WKHP���&OHDUO\��SULFHV�LQ�WKH�SULYDWH�PDUNHW�ZLOO�QRW�EH�LQGHSHQGHQW�RI�WKH

FKUDFWHULVWLFV�RI� WKH�PDQGDWRU\�DQQXLW\�� �7KLV�SDSHU� WKHUHIRUH� LQYHVWLJDWHV�DQQXLW\�SULFHV� LQ� WKH

SULYDWH�PDUNHW�XQGHU�GLIIHUHQW�PDQGDWRU\�UHJLPHV�DQG�FRPSDUHV�WKHP�WR�D�SULYDWH�DQQXLW\�SULFHV�LQ

DQ�HFRQRP\�ZLWKRXW�PDQGDWHV�

3UHYLRXV�SDSHUV�RQ�WKH�ZHOIDUH�HIIHFWV�RI�DQQXLW\�LQVXUDQFH�ILQG�WKDW�IRU�FHUWDLQ�HTXLOLEULD

PDQGDWRU\�LQVXUDQFH�PD\�EH�3DUHWR�LPSURYLQJ���(FNVWHLQ��(LFKHQEDXP��DQG�3HOHG��������VWXG\�WKH



�� (FNVWHLQ� (LFKHQEDXP� DQG 3HOHG ������ GR QRW GLVFXVV WR ZKDW H[WHQW WKHLU UHVXOWV GHSHQG RQ WKHLU FKRLFH RI

HTXLOLEULXP�

�� $VLGH IURP WKLV LPSRUWDQW DVVXPSWLRQ� WKH FKDUDFWHULVWLFV RI LQVXUDQFH PDUNHW HTXLOLEULD KDYH EHHQ IRXQG WR EH

GHSHQGHQW RQ WKHLU VSHFLILF DVVXPSWLRQV DERXW WKH RUGHU RI 
PRYHV
 LQ WKH FRQWUDFWLQJ JDPH� DV +HOOZLJ ������

SRLQWV RXW�

�

HIIHFWV�RI�PDQGDWRU\�LQVXUDQFH�RQ�ZHOIDUH�DQG�DQQXLW\�SULFHV�LQ�D�WZR�SHULRG�PRGHO�ZLWK�WZR�W\SHV

RI�DJHQWV��7KH\�ILQG�WKDW�PDQGDWHG�DQQXLWL]DWLRQ�LV�DOZD\V�3DUHWR�LPSURYLQJ�LI�WKH�LQLWLDO�HTXLOLEULXP

ZLWKRXW�PDQGDWHV�WDNHV�WKH�IRUP�RI�D�:LOVRQ��������SRROLQJ�HTXLOLEULXP���,Q�WKLV�FDVH�PDQGDWRU\

LQVXUDQFH�ZRUNV�DV�D�VFUHHQLQJ�GHYLFH�WKDW�HQDEOHV�SULYDWH�LQVXUDQFH�FRPSDQLHV�WR�LGHQWLI\�HDFK�W\SH�

,Q�UHVSRQVH��D�VHSDUDWLQJ�HTXLOLEULXP�DULVHV�LQ�WKH�UHPDLQLQJ�SULYDWH�DQQXLW\�PDUNHW�DIWHU�WKH�PDQGDWH

LV� LPSRVHG�� � ,I� WKH� LQLWLDO� HTXLOLEULXP� LV� RI� WKH� VHSDUDWLQJ�5RWKVFKLOG� DQG�6WLJOLW]� ������� W\SH�

PDQGDWRU\�DQQXLWL]DWLRQ�PD\�LQFUHDVH�RU�GHFUHDVH�ZHOIDUH�IRU�WKH�IROORZLQJ�UHDVRQ��3RROLQJ�WKURXJK

D�PDQGDWH�DOZD\V�GHFUHDVHV�WKH�LQVXUDQFH�SUHPLXP�IRU�WKH�ORZ�ULVN�W\SH�EXW�LW�PD\�RU�PD\�QRW�UHOD[

WKH�KLJK�ULVN�W\SH
V�TXDQWLW\�FRQVWUDLQW�RQ�LQVXUDQFH��7KH�VHFRQG�HIIHFW�GHSHQGV�RQ�WKH�VKDSH�RI�WKH

LQGLIIHUHQFH�FXUYHV���7KH�PDQGDWH�LV�RQO\�3DUHWR�LPSURYLQJ�LI�LW�DOVR�UHOD[HV�WKH�TXDQWLW\�FRQVWUDLQW�

(FNVWHLQ��(LFKHQEDXP��DQG�3HOHG
V�UHVXOWV�DERXW�WKH�HIILFLHQF\�RI�PDQGDWHG�UHJLPHV�UHO\�RQ

D�QXPEHU�RI� LPSOLFLW�DVVXPSWLRQV� WKDW�VXSSRUW� WKH�H[LVWHQFH�RI�D�:LOVRQ�RU�5RWKVFKLOG�6WLJOLW]

HTXLOLEULXP��� 0RVW� LPSRUWDQWO\�� WKH� H[LVWHQFH� RI� WKHVH� HTXLOLEULD� UHTXLUHV� WKDW� HDFK� LQVXUDQFH

FRPSDQ\�FDQ�SHUIHFWO\�PRQLWRU�WKH�LQVXUDQFH�SXUFKDVHV�RI�DOO�FXVWRPHUV��,QVXUHUV�FDQ�WKHQ�SUHFOXGH

FXVWRPHUV�IURP�EX\LQJ�PRUH�WKDQ�RQH�FRQWUDFW����

$V�,�DUJXH�LQ�:DOOLVHU���������WKLV�DVVXPSWLRQ�VHHPV�OHVV�DSSOLFDEOH�WR�WKH�DQQXLW\�LQVXUDQFH

PDUNHW���)LUVW��FRQWUDFWV�FDQ�EH�HDVLO\�VSOLW�EHWZHHQ�GLIIHUHQW�LQVXUHUV�DQG�WKHUHIRUH�GLVJXLVH�ILQDQFLDO

VWDWXV�DQG�HIIHFWLYH�GHPDQG���6HFRQG��FRQWUDFW�FODXVHV�RU�FRSD\V�WKDW�PD\�VXSSRUW�PDUNHW�VHSDUDWLRQ

DQG� DUH� FRPPRQ� WR� KHDOWK� LQVXUDQFH� RU� ILUH� LQVXUDQFH�� DUH� RI� OLWWOH� SUDFWLFDO� YDOXH� IRU� DQQXLW\

LQVXUDQFH���$IWHU�DOO��LW�LV�XQKHDUG�RI�WKDW�LQVXUDQFH�FRPSDQLHV�WKUHDWHQ�WR�UHGXFH�DQQXLW\�SD\PHQWV

DIWHU�WKH�DQQXLWDQW�LPSURYHV�KLV�OLIH�VW\OH���

,QVWHDG�RI�WKH�5RWKVFKLOG�6WLJOLW]�HTXLOLEULXP��WKLV�SDSHU�HPSOR\V�DQ�HTXLOLEULXP�FRQFHSW�LQ

ZKLFK�WKH�LQVXUHU�FDQ�RQO\�FKRRVH�WKH�SUHPLXP�RI�WKH�DQQXLW\�DQG�WKH�DQQXLWDQW�FKRRVHV�WKH�TXDQWLW\�

,Q�HIIHFW��HYHU\RQH�LV�WKHUHIRUH�SODFHG�LQ�WKH�VDPH�SRRO��$EHO��������DQG�3DXO\��������DOVR�XVH�WKLV

W\SH�RI�HTXLOLEULXP��7KH�ODFN�RI�PDUNHW�VHSDUDWLRQ�FRLQFLGHV�ZLWK�WKH�HPSLULFDO�ILQGLQJ�WKDW�DQQXLW\



�� +RZHYHU� WKLV REVHUYDWLRQ GRHV QRW UXOH RXW WKH FRDOLWLRQ SURRI 1DVK HTXLOLEULXP�

�

LQVXUDQFH� FRPSDQLHV� FKDUJH� D�SUHPLXP�SHU�GROODU� RI�PRQWKO\� DQQXLW\�SD\PHQWV� DQG� DOORZ� WKH

FXVWRPHU�WR�FKRRVH�WKH�VL]H�RI�WKH�DQQXLW\����

$� SULFH� HTXLOLEULXP� LPSOLHV� WKDW�PDQGDWHV� LPSURYH�ZHOIDUH� IRU� WKRVH� ZLWK� VKRUWHU� OLIH

H[SHFWDQF\�DQG�ORZHU�LQFRPH�EXW�UHGXFH�WKH�ZHOIDUH�RI�DJHQWV�ZLWK�ORQJHU�OLYHV�DQG�KLJKHU�LQFRPH�

7KH�UHDVRQ�IRU�WKLV�UHVXOW�LV�WKDW�PDQGDWHV�LQFUHDVH�SULFHV�IRU�SULYDWH�DQQXLWLHV���7KH�PRUH�DJHQWV

FRQWLQXH�WR�UHO\�RQ�SULYDWH�DQQXLWLHV�LQ�WKH�SUHVHQFH�RI�D�VRFLDO�DQQXLW\�WKH�VPDOOHU�DUH�WKH�SRVVLEOH

ZHOIDUH� JDLQV� IURP� PDQGDWRU\� LQVXUDQFH�� ,Q� JHQHUDO�� PDQGDWRU\� LQVXUDQFH� PD\� QRW� EH� 3DUHWR

LPSURYLQJ�LQ�D�SULFH�HTXLOLEULXP��7KHUHIRUH��LW�LV�LPSRUWDQW�WR�LQYHVWLJDWH�SRVVLEOH�ZHOIDUH�JDLQV�DQG

ORVVHV�DV�ZHOO�DV�WKH�LPSDFW�RI�PDQGDWRU\�LQVXUDQFH�RQ�HIILFLHQF\�

���$�7ZR�3HULRG�0RGHO�RI�$QQXLW\�'HPDQG

7KLV�VHFWLRQ�LQWURGXFHV�WKH�EDVLF�PRGHO�XVHG�IRU�WKH�HYDOXDWLRQ�RI�DGYHUVH�VHOHFWLRQ�RQ�DQQXLW\

SULFHV��DQQXLW\�GHPDQG�DQG�ZHOIDUH��6HH�DOVR�:DOOLVHU��������IRU�D�PRUH�GHWDLOHG�GLVFXVVLRQ�RI

DVVXPSWLRQV�

����7KH�%DVLF�0RGHO

&RQVLGHU�DQ�HFRQRP\�ZLWK�1� W\SHV�RI�FRQVXPHUV�� M��� ^��1`�� �ZKR� OLYH� IRU�D�PD[LPXP�RI� WZR

SHULRGV���6XUYLYDO�DW�WKH�HQG�RI�WKH�ILUVW�SHULRG�RI�OLIH�LV�XQFHUWDLQ�DQG�RFFXUV�ZLWK�SUREDELOLW\�%M�

��%M������$JHQWV�H[RJHQRXVO\�VXSSO\�RQH�XQLW�RI�ODERU�GXULQJ�WKHLU�ILUVW�SHULRG�RI�OLIH�DQG�UHFHLYH

ODERU� LQFRPH�ZM�� �6XUYLYRUV� UHWLUH� LQ� WKH�VHFRQG�SHULRG�RI� WKHLU� OLIH�� �1RWH� WKDW�HDFK� W\SH� M�FDQ

WKHUHIRUH�EH�SHUIHFWO\�FKDUDFWHUL]HG�E\�WKH�SDLU�^%M �ZM`��,QFRPH�DQG�VXUYLYDO�SUREDELOLWLHV�PD\�EH

FRUUHODWHG�

&RQVXPHUV�FKRRVH�FRQVXPSWLRQ�LQ�ERWK�SHULRGV�^F��F�`�WR�PD[LPL]H�H[SHFWHG�XWLOLW\�IURP

D�WLPH�VHSDUDEOH�XWLOLW\�IXQFWLRQ��)XWXUH�XWLOLW\�LV�GLVFRXQWHG�ZLWK�WKH�SXUH�UDWH�RI�WLPH�SUHIHUHQFH


�



�� 7KLV UHVXOW GHSHQGV RQ WKH DVVXPSWLRQ WKDW DJHQWV GR QRW KDYH D EHTXHVW PRWLYH� )LVFKHU ������� $EHO ������

DQG )ULHGPDQ DQG :DUVKDZVN\ ������ LQFOXGH D EHTXHVW PRWLYH LQ WKHLU UHVSHFWLYH PRGHOV� 2Q WKH RWKHU KDQG�

+XUG ������ GRHV QRW ILQG WKDW D EHTXHVW PRWLYH LV HPSLULFDOO\ UHOHYDQW DQG DVVHUWV WKDW SHRSOH DUH LQ IDFW

RYHUDQQXLWL]HG E\ VRFLDO DQQXLWLHV�

�� 1RWH WKDW WKH ODWWHU WZR UHJLPHV GLIIHU LI KRXVHKROGV GLIIHU LQ WKHLU ODERU LQFRPH�

�� 6HH $XHUEDFK DQG .RWOLNRII �������
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,QGLYLGXDOV�FDQ�EX\�DQ�DQQXLW\�DM�ZKLFK�LV�SDLG�LQ�\HDU���FRQGLWLRQDO�RQ�WKH�DJHQW
V�VXUYLYDO�

$Q�DQQXLW\�DM�FDQ�EH�SXUFKDVHG�LQ�SHULRG���IRU�D��SULFH�RI�=�SHU�GROODU��%RQGV�LQ�WKLV�HFRQRP\�RIIHU

D�UDWH�RI�UHWXUQ��U���$V�PHQWLRQHG�DERYH��LI�FRQVXPHUV�GR�QRW�YDOXH�EHTXHVWV��DQQXLWLHV�GRPLQDWH

ERQGV�DQG�QRERG\�KROGV�EHTXHDWKDEOH�DVVHWV��<DDUL����������

*RYHUQPHQW� LQWHUYHQWLRQ� PD\� DIIHFW� WKH� LQWHUWHPSRUDO� DOORFDWLRQ� RI� FRQVXPSWLRQ�� � ,Q

SDUWLFXODU��,�FRQVLGHU�WKUHH�UHJLPHV��7KH�ILUVW�UHJLPH�LV�SXUHO\�SULYDWH�DQG�KDV�QR�PDQGDWHV��10��

WKH�VHFRQG�UHJLPH�SURYLGHV�DQ�LQFRPH�SURSRUWLRQDO�DQQXLW\�36�ILQDQFHG�ZLWK�D�SHUFHQWDJH�V�RI�ODERU

LQFRPH��60���DQG�WKH�WKLUG�UHJLPH�SURYLGHV�D�IODW�DQQXLW\�DOVR�ILQDQFHG�ZLWK�D�SD\UROO�WD[��)0���

3HQVLRQV�DUH�SDLG�LQ�HTXDO�LQVWDOOPHQWV�DIWHU�UHWLUHPHQW��

7R� HYDOXDWH� WKH� HIILFLHQF\� RI� GLIIHUHQW� UHJLPHV�� ,� HPSOR\� D� �OXPS�VXP� UHGLVWULEXWLRQ

DXWKRULW\���ZKLFK�PD\�FRPSHQVDWH�WKH�ORVHUV�RI�D�UHJLPH�FKDQJH�WKURXJK�OXPS�VXP�WUDQVIHUV�/��IURP

WKH�ZLQQHUV����$OO�WUDQVIHUV�RFFXU�LQ�WKH�ILUVW�SHULRG�RI�OLIH�DQG�VXP�XS�WR�]HUR�DFURVV�DOO�W\SHV�RI

DJHQWV���$FFRUGLQJO\��WKH�EXGJHW�FRQVWUDLQWV�XQGHU�WKH�WKUHH�UHJLPHV�FDQ�EH�FKDUDFWHUL]HG�DV�IROORZV�
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��� $OWHUQDWLYHO\ RQH FRXOG DOVR GHYLVH D QRQ�UHGLVWULEXWLYH PDQGDWRU\ DQQXLW\ RI IL[HG YDOXH� +RZHYHU� VLQFH LW

ZRXOG EH EDVHG RQ WKH ZDJHV RI WKH SRRUHVW PHPEHUV RI HDFK FRKRUW� LW ZRXOG EH XQUHDOLVWLFDOO\ VPDOO�

��� 1RWH WKDW WKH UDWH RI UHWXUQ IRU WKH LQFRPH SURSRUWLRQDO DQQXLW\ LV LGHQWLFDO IRU DOO SDUWLFLSDQWV ZKHUHDV IRU WKH

IL[HG DQQXLW\ RQO\ WKH UHWXUQ DW PHDQ LQFRPH UHSUHVHQWV WKH WUXH UHWXUQ IRU WKH JRYHUQPHQW VLQFH WKH V\VWHP LV

UHGLVWULEXWLYH�

��� 7KLV SUHPLXP LV QRW DFWXDOO\ SDLG� ,QVWHDG� LW MXVW UHIOHFWV WKH RYHUDOO LQWHUQDO UDWH RI UHWXUQ RI VRFLDO DQQXLWLHV�
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7KH�VL]H�RI�HDFK�FRKRUW
V�VRFLDO�DQQXLWLHV�36M�DQG�3)�LV�VROHO\�GHWHUPLQHG�E\�WKH�WD[�SD\PHQWV

RI�WKH�VDPH�FRKRUW��7KH�SHQVLRQ�36M�SD\V�D�PXOWLSOH�360�RI�ZDJH�LQFRPH�ZM�DQG�LV�QRW�UHGLVWULEXWLQJ

LQFRPH�VLQFH�HYHU\ERG\�UHFHLYHV�WKH�VDPH�UDWH�RI�UHWXUQ���,Q�FRQWUDVW��VLQFH�WKH�SHQVLRQ�3)�KDV�WKH

VDPH�VL]H�IRU�HYHU\ERG\��LW�UHGLVWULEXWHV�IURP�ULFKHU�WR�SRRUHU�PHPEHUV�RI�WKH�VDPH�FRKRUW����/HW�WKH

SHQVLRQ�3)�EH�GHILQHG�DV�PXOWLSOH�3)0�RI�PHDQ�LQFRPH���

�&DOFXODWLQJ�WKH�LPSOLFLW�SULFH�RI�WKH�VRFLDO�DQQXLWLHV�IRU�WKH�JRYHUQPHQW�SURYLGHV�FRQYHQLHQW

PHDVXUHV�IRU�WKH�FRVW�DGYDQWDJH�RI�PDQGDWRU\�LQVXUDQFH���7KH�LPSOLFLW�SUHPLD����=6�IRU�WKH�LQFRPH

SURSRUWLRQDO�VRFLDO�DQQXLW\�DQG�=)� IRU� WKH�IL[HG�VRFLDO�DQQXLW\����DUH�GHILQHG�DV� WKH�UDWLR�RI� WD[

SD\PHQWV�GLYLGHG�E\�WKH�GLVFRXQWHG�H[SHFWHG�DQQXLW\�SD\PHQWV���

,I�LQFRPH�DQG�VXUYLYDO�DUH�SRVLWLYHO\�FRUUHODWHG��WKH�SULFH�=6�SHU�GROODU�RI�H[SHFWHG�LQFRPH�

SURSRUWLRQDO� VRFLDO� DQQXLW\�SD\PHQWV�H[FHHGV� WKH�SULFH�=) SHU�GROODU�RI�H[SHFWHG� IL[HG�DQQXLW\

SD\PHQWV��7KH�UHWXUQ�=6�RQ�DQ�LQFRPH�SURSRUWLRQDO�VRFLDO�DQQXLW\�LV�HTXDO�WR�
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7KH�HTXLYDOHQW�H[SUHVVLRQ�IRU�WKH�IL[HG�SHQVLRQ�=)�HTXDOV

,I��ZM� �Z�IRU�DOO�W\SHV�M�ERWK�SHQVLRQV�KDYH�WKH�VDPH�SULFH�VLQFH�WKH�ZDJH�GURSV�RXW�LQ�WKH�HTXDWLRQ

IRU�=6���+RZHYHU�LI�0�%M�0�ZM�!����WKHQ�
M��
M�%MZM�!
M��

M�ZM�
M��
M�%M�DQG�LW�KROGV�WKDW�=6!=)���1RWH�WKDW

=)� LV� WKH� SULFH� EDVHG� RQ� DYHUDJH� SRSXODWLRQ� PRUWDOLW\� DV� DOVR� GLVFXVVHG� LQ�:DOOLVHU� ��������

,I�LQFRPH�DQG�VXUYLYDO�SUREDELOLWLHV�PRYH�WRJHWKHU��HYHQ�D�PDQGDWRU\�DQQXLW\�SURSRUWLRQDO

WR� LQFRPH�FDQQRW�RIIHU�D� UDWH�RI� UHWXUQ�EDVHG�RQ�DYHUDJH�PRUWDOLW\�� �&OHDUO\�� WKH� UHVXOW� IROORZV

EHFDXVH�WKH�JRYHUQPHQW�RU�RWKHU�LQVWLWXWLRQ�WKDW�SURYLGHV�WKH�PDQGDWRU\�DQQXLW\�QHHGV�WR�SD\�ODUJHU

EHQHILWV�WR�LQGLYLGXDOV�ZKR�KDYH�D�KLJKHU�FKDQFH�RI�VXUYLYDO���

2QO\�D� IL[HG�DQQXLW\�SURYLGHV�DQ�RYHUDOO� UHWXUQ�EDVHG�RQ�DYHUDJH�VXUYLYDO�SUREDELOLWLHV�

+RZHYHU��LI�WKH�IODW�DQQXLW\�LV�ILQDQFHG�ZLWK�D�SURSRUWLRQDO�SD\UROO�WD[��WKLV�UDWH�RI�UHWXUQ�GRHV�QRW

DFFUXH�WR�HYHU\ERG\���,QGLYLGXDOV�ZLWK�DERYH�DYHUDJH�LQFRPH�UHFHLYH�D�ORZHU�UHWXUQ�WKDQ�LPSOLHG�E\

DYHUDJH�PRUWDOLW\�UDWHV���2Q�WKH�RWKHU�KDQG��LQGLYLGXDOV�ZLWK�EHORZ�DYHUDJH�LQFRPH�UHFHLYH�D�KLJKHU

UDWH�RI�UHWXUQ�WKDQ�LPSOLHG�E\�DYHUDJH�PRUWDOLW\�UDWHV���1RQHWKHOHVV��PHDVXUHG�DV�UDWLR�RI�SD\RXWV�WR

FRQWULEXWLRQ��WKH�IODW�DQQXLW\�KDV�D�ORZHU�FRVW�WR�WKH�SURYLGHU�RI�WKH�PDQGDWRU\�LQVXUDQFH�VLQFH�=)

���=6�

6ROYLQJ�WKH�LQWHUWHPSRUDO�PD[LPL]DWLRQ�SUREOHP�DV�VSHFLILHG�E\�WKH�XWLOLW\�IXQFWLRQV�DQG�WKH

EXGJHW�FRQVWUDLQWV�\LHOGV�DQ�DQQXLW\�GHPDQG�IXQFWLRQ�DM DM�=M��%M��ZM��V��IRU�HDFK�W\SH�M���,�PDNH�WKH

IROORZLQJ�DVVXPSWLRQV�

$���7KH�XWLOLW\�IXQFWLRQ�LV�WZLFH�FRQWLQXRXVO\�GLIIHUHQWLDEOH�ZLWK�8
!��DQG�8

���

$���$QQXLW\�GHPDQG�LV�QRQ�QHJDWLYH��L�H��D���



��� 7KLV LV D VWDQGDUG WH[WERRN UHVXOW RI FRQVXPSWLRQ WKHRU\�
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$VVXPSWLRQ� �� LV� VWDQGDUG� DQG� HQVXUHV� WKDW� DQQXLW\� LQVXUDQFH� GHPDQG� LV� FRQWLQXRXV� LQ� =���

$VVXPSWLRQ����SUHFOXGHV�WKH�SRVVLELOLW\�WKDW�DJHQWV�ERUURZ�DQG�VLPXOWDQHRXVO\�EX\�OLIH�LQVXUDQFH�

*LYHQ�WKH�ILUVW�WZR�DVVXPSWLRQV��DQQXLW\�GHPDQG�KDV�WR�VDWLVI\�WKH�IROORZLQJ�ILUVW�RUGHU

FRQGLWLRQ�

'XH�WR�DVVXPSWLRQ����HTXDWLRQ�����PD\�KROG�ZLWK�LQHTXDOLW\�LI�DJHQWV�UHFHLYH�ODUJHU�VRFLDO�DQQXLWLHV

WKDQ�GHVLUHG�LQ�UHJLPHV��60��DQG��)0����

/LIHWLPH�UHVRXUFHV�DUH�GLYLGHG�EHWZHHQ�WKH�WZR�SHULRGV�RI�OLIH�DFFRUGLQJ�WR�WKH�SHUVRQDO

GLVFRXQW�IDFWRU���7KH�ODWWHU�LV�D�FRPELQDWLRQ�RI�WKH�SXUH�UDWH�RI�WLPH�SUHIHUHQFH�DQG�WKH�VXUYLYDO

SUREDELOLW\���:LWK�LQFUHDVLQJ�VXUYLYDO�SUREDELOLW\��IXWXUH�FRQVXPSWLRQ�LV�GLVFRXQWHG�OHVV�DQG�DQQXLW\

GHPDQG�LQFUHDVHV��0RUHRYHU��DQQXLW\�GHPDQG�LQFUHDVHV�ZLWK�OLIHWLPH�LQFRPH�VLQFH�KLJKHU�ZDJHV

LPSO\�KLJKHU�FRQVXPSWLRQ�LQ�ERWK�SHULRGV�RI�OLIH�

,Q�DGGLWLRQ�WR�$��DQG�$���,�PDNH�WKH�IROORZLQJ�DVVXPSWLRQV�

$���(DFK�W\SH�M�FRPSULVHV�D�VKDUH��M�RI�WKH�SRSXODWLRQ�ZLWK�
M���
M� ��

$���7KH�UDWH�RI�UHWXUQ�U�RQ�ULVNOHVV�DVVHWV�LV�IL[HG�

$���,QVXUDQFH�FRPSDQLHV�KDYH�QR�LQIRUPDWLRQ�DERXW�WKH�W\SH�RI�DQ�DQQXLW\�SXUFKDVHU���7KH\

FDQQRW�HIILFLHQWO\�PRQLWRU�WKH�RYHUDOO�DPRXQW�RI�DQQXLWLHV�SXUFKDVHG�E\�WKHLU�FXVWRPHUV�DQG

FDQ�WKHUHIRUH�QRW�UHVWULFW�WKH�TXDQWLW\�SXUFKDVHG��,QVXUDQFH�FRPSDQLHV�FDQ�REVHUYH�DJH�DQG

VH[�EXW�QRW�LQFRPH��

7KH�IRXUWK�DVVXPSWLRQ�H[FOXGHV�JHQHUDO�HTXLOLEULXP�IHHGEDFN�HIIHFWV���$VVXPSWLRQ���JHQHUDWHV�WKH

DGYHUVH�VHOHFWLRQ�SUREOHP�E\�HOLPLQDWLQJ�WKH�ILUVW�EHVW�RXWFRPH�LQ�ZKLFK�DQQXLWLHV�FDQ�EH�SXUFKDVHG

EDVHG�RQ�LQGLYLGXDO�VXUYLYDO�SURVSHFWV��

%\� YLUWXH� RI� DVVXPSWLRQ� �� LQVXUDQFH� FRPSDQLHV� RIIHU� DQQXLW\� LQVXUDQFH� DQG� FKDUJH� D



��� 6HH $EHO ������ IRU D IRUPDO SURRI�

��� 6HH DOVR )ULHGPDQ DQG :DUVKDZVN\ ������ DQG :DOOLVHU �������
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 ��

SUHPLXP�=�SHU�GROODU�RI�DQQXLW\�SD\PHQWV�LQ�SHULRG�����$Q�DQQXLW\�DM�VROG�WR�D�W\SH�M�FXVWRPHU�WKXV

JHQHUDWHV�H[SHFWHG�SURILWV��=�%M�5��DM��WKH�SUHPLXP�UHFHLYHG�OHVV�H[SHFWHG�SD\RXWV�

��,Q�D�FRPSHWLWLYH�LQVXUDQFH�PDUNHW��WKH�SUHPLXP�ZLOO�EH�VXIILFLHQW�IRU�FRPSDQLHV�WR�EUHDN

HYHQ�DFURVV�DOO�W\SHV�RI�FXVWRPHUV�LQ�HTXLOLEULXP���$FFRUGLQJO\��=�LV�LPSOLFLWO\�GHILQHG�E\�WKH�]HUR

SURILW�FRQGLWLRQ�

$V� GLVFXVVHG� LQ�:DOOLVHU� �������� WKHUH� H[LVWV� DOZD\V� DW� OHDVW� RQH� DQQXLW\� SUHPLXP� IRU� ZKLFK

LQVXUDQFH�FRPSDQLHV�EUHDN�HYHQ���,I�VRFLDO�DQQXLWLHV�DUH�VXIILFLHQWO\�ODUJH��WKH�VROXWLRQ�WR�����PD\

EH�WKH�WULYLDO�VROXWLRQ�ZLWK�QR�DQQXLWLHV�GHPDQGHG��7KH�HTXLOLEULXP�PD\��LQ�JHQHUDO��QRW�EH�XQLTXH

DQG�GHSHQGV�RQ� WKH� VSHFLILFV�RI� WKH�XWLOLW\� IXQFWLRQ� DQG� WKH� FRUUHVSRQGLQJ�EHKDYLRU�RI� DQQXLW\

GHPDQG�IXQFWLRQV���

7KH�HTXLOLEULXP�SUHPLXP�IRU�DQ�DQQXLW\�DV�GHULYHG�IURP�HTXDWLRQ�����ZLOO�EH�KLJKHU�WKDQ�D

SUHPLXP�EDVHG�RQ�DYHUDJH�VXUYLYDO�SUREDELOLWLHV�����7KLV�UHVXOW�LV�FOHDUO\�UHODWHG�WR�DGYHUVH�VHOHFWLRQ�

LQGLYLGXDOV� ZLWK� KLJKHU� OLIH� H[SHFWDQF\� EX\� ODUJHU� DQQXLWLHV�� ,Q� DGGLWLRQ�� GXH� WR� WKH� SRVLWLYH

FRUUHODWLRQ�EHWZHHQ�LQFRPH�DQG�ORQJHYLW\��DJHQWV�ZLWK�ORQJHU�WKDQ�DYHUDJH�OLIH�H[SHFWDQF\�RFFXS\

D�ODUJHU�VKDUH�RI�WKH�PDUNHW��7KLV�RXWFRPH�FRQWULEXWHV�WR�KLJKHU�SULFHV�

��� +RZ�FDQ�ZH�PHDVXUH�DGYHUVH�VHOHFWLRQ�LQ�WKH�GHVFULEHG�PRGHOLQJ�IUDPHZRUN"�7KH�SUHYLRXV

GLVFXVVLRQ� DERXW� WKH� SULFH� RI�PDQGDWRU\� DQQXLW\� LQVXUDQFH� SURYLGHV� WZR� VLPSOH� DSSURDFKHV� WR

FDOFXODWH�ORDG�IDFWRUV�����7KH�GHYLDWLRQ�RI�WKH�DQQXLW\�SUHPLXP�=
�IURP�WKH�
IDLU
�SUHPLXP�HTXDOV

VLPSO\�4)� �=
�=)�VLQFH��DV�HVWDEOLVKHG�E\�HTXDWLRQ������WKH�UHWXUQ�RI�D�IL[HG�PDQGDWHG�DQQXLW\

FRLQFLGHV�ZLWK�WKH�UHWXUQ�EDVHG�RQ�DYHUDJH�PRUWDOLW\����7KLV�ILJXUH�FDQ�WKHQ�EH�GLUHFWO\�FRPSDUHG�WR

HPSLULFDO�ORDG�IDFWRUV�

+RZHYHU��WKH�ORDG�IDFWRU�4)�UHIOHFWV�WZR�UHDVRQV�ZK\�DQQXLW\�SULFHV�GHYLDWH�IURP�
IDLU
�SULFHV

EDVHG�RQ�DYHUDJH�PRUWDOLW\�����+LJKHU�OLIH�H[SHFWDQF\�LQFUHDVHV�DQQXLW\�GHPDQG��DQG����DQQXLW\
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GHPDQG�ULVHV�SURSRUWLRQDOO\�ZLWK�LQFRPH��7KH�VHFRQG�HIIHFW�DORQH�ZLOO�FDXVH�ORDGLQJ�LI�LQFRPH�DQG

ORQJHYLW\�DUH�SRVLWLYHO\�FRUUHODWHG���$�PHDVXUH�IRU�WKH�FRVW�RI�DQ�LQFRPH�SURSRUWLRQDO�DQQXLW\�LV

FRQYHQLHQWO\�SURYLGHG�E\�=6��&RQVHTXHQWO\��WKH�ORDG�IDFWRU�WKDW�FRUUHFWV�IRU�WKH�HIIHFW�RI�KLJKHU

LQFRPH�RQ�GHPDQG�FDQ�EH�GHILQHG�DV�46� �=
�=6 ��������

%\�FRPSDULQJ�46�DQG�4) RQH�FDQ�DVVHVV�WR�ZKLFK�H[WHQW�WKH�LQFRPH�PRUWDOLW\�FRUUHODWLRQ

PDWWHUV���,I�46�VXEVWDQWLDOO\�H[FHHGV�4)WKHQ�WKH�LQFRPH�PRUWDOLW\�FRUUHODWLRQ�SOD\V�DQ�LPSRUWDQW�UROH

LQ�H[SODLQLQJ�WKH�REVHUYDEOH�ORDGLQJ�RI�DQQXLWLHV���$V�D�FRQVHTXHQFH��VLPSO\�PDQGDWLQJ�SULYDWH

DFFRXQWV�WKDW�DUH�SURSRUWLRQDO�WR�LQFRPH�ZRXOG�QRW�UHPRYH�D�VLJQLILFDQW�SRUWLRQ�RI�WKH�PHDVXUHG

DGYHUVH�VHOHFWLRQ���:DOOLVHU��������VKRZV�WKDW��46�PD\�UHDFK�DOPRVW����SHUFHQW�RI�4) LQ�D�FDOLEUDWHG

OLIH�F\FOH�PRGHO�

&OHDUO\��PDQ\�TXHVWLRQ�UHODWHG�WR�PDQGDWRU\�DQQXLWL]DWLRQ�LQYROYH�FKDQJHV�LQ�ZHOIDUH���7KH

QH[W�WZR�HTXDWLRQV�GHULYH�WKH�PDUJLQDO�FKDQJH�LQ�ZHOIDUH�IRU�WKH�WZR�PDQGDWRU\�UHJLPHV��8VLQJ�WKH

ILUVW�RUGHU�FRQGLWLRQ������LW�FDQ�EH�VKRZQ�WKDW�LQGHSHQGHQW�RI�WKH�IRUP�RI�WKH�XWLOLW\�IXQFWLRQ��WKH

PDUJLQDO�ZHOIDUH�FKDQJH�DW�V� ����GHSHQGV�RQ�H[SUHVVLRQV

DQG

IRU� WKH�WZR�W\SHV�RI�VRFLDO�DQQXLWLHV��UHVSHFWLYHO\�� FRUUHVSRQGV�WR�WKH�DYHUDJH�ZDJH��ZKLFK�Z

GHWHUPLQHV�WKH�UDWH�RI��UHWXUQ�LI�WKH�PDQGDWRU\�DQQXLW\�LV�IODW���$QQXLW\�GHPDQG�LV�PHDVXUHG�EHIRUH

WKH�LQWURGXFWLRQ�RI�VRFLDO�DQQXLWLHV�

7ZR�RSSRVLQJ�HIIHFWV�LQIOXHQFH�WKH�VLJQ�RI��WKH�PDUJLQDO�FKDQJH�LQ�XWLOLW\��(TXDWLRQ����

VKRZV�WKDW�DQ�LQFRPH�SURSRUWLRQDO�DQQXLW\�H[SDQGV�DYDLODEOH�UHVRXUFHV�E\�SURYLGLQJ�D�KLJKHU�UDWH

RI�UHWXUQ�WKDQ�WKH�PDUNHW�DQQXLW\��7KLV�IDFW�LV�FDSWXUHG�E\�WKH�ORDG�IDFWRU�46�!�����)RU�WKH�IL[HG

DQQXLW\��WKLV�UHVXOW�RQO\�KROGV�IRU�LQGLYLGXDOV�ZKRVH�LQFRPH�GRHV�QRW�H[FHHG�WKH�SURGXFW�RI�PHDQ
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LQFRPH�DQG�WKH�ORDG�IDFWRU�4)��7KH�VHFRQG�HIIHFW�RQ�ZHOIDUH�VWHPV�IURP�WKH�UHDFWLRQ�RI�SULYDWH

DQQXLW\�SULFHV�WR�WKH�LQWURGXFWLRQ�RI�PDQGDWRU\�DQQXLWLHV�DQG�LV�QHJDWLYH�LQ�ERWK�FDVHV���

4XLWH�FOHDUO\��WKH��ZHOIDUH�FKDQJHV�DUH�GHWHUPLQHG�E\�WKH�ZHLJKW�RI�SULYDWH�DQQXLWLHV���$Q

DJHQW�ZLWK�KLJK�GHPDQG�IRU�SULYDWH�DQQXLWLHV�LV�PRUH�OLNHO\�WR�VXIIHU�IURP�D�PDQGDWH�DW�WKH�PDUJLQ

VLQFH�KH�FRPSOHPHQWV�WKH�VRFLDO�DQQXLW\�ZLWK�D�SULYDWH�DQQXLW\��7KH�SULFH�RI�WKH�SULYDWH�DQQXLW\��LQ

WXUQ��ULVHV�ZLWK�WKH�PDQGDWH���,Q�FDVH�RI�WKH�LQFRPH�SURSRUWLRQDO�VRFLDO�DQQXLW\�ZHOIDUH�ORVVHV�DUH

OLNHO\�IRU�LQGLYLGXDOV�ZLWK�KLJK�VXUYLYDO�SUREDELOLWLHV�ZKR�SXUFKDVH�PRUH�SULYDWH�DQQXLWLHV���,Q�FDVH

RI�WKH�IL[HG�DQQXLW\�WKH�UHGLVWULEXWLRQ�OHDGV�WR�IXUWKHU�ZHOIDUH�ORVVHV�DOWKRXJK�WKH�UDWH�RI�UHWXUQ�RQ

WKH�PDQGDWRU\�DQQXLW\�LV�KLJKHU���

7R�FRQFOXGH�� LQ�DQ�HFRQRP\�ZLWK� D�SRVLWLYH�FRUUHODWLRQ�EHWZHHQ� LQFRPH�DQG�PRUWDOLW\�

ZHOIDUH�ORVVHV�DIWHU�PDQGDWLQJ�DQQXLWL]DWLRQ�DUH�OLNHO\�IRU�LQGLYLGXDOV�ZLWK�KLJK�LQFRPH�DQG�KLJKHU

VXUYLYDO�SUREDELOLWLHV�� �2Q� WKH�RWKHU�KDQG��ZHOIDUH�JDLQV�DFFUXH�IRU� WKRVH�ZLWK� VPDOOHU�VXUYLYDO

SUREDELOLWLHV� IRU�ZKRP�SULYDWH�PDUNHWV�PDWWHU� OHVV�� � 5HGLVWULEXWLRQ� UHQGHUV� WKHVH� HIIHFWV�PRUH

SURQRXQFHG�LI�WKH�DQQXLW\�LV�IODW�

�����6RPH�5HVXOWV�IRU�WKH�/RJ�8WLOLW\�&DVH

7R�VROYH�DQDO\WLFDOO\�IRU�WKH�DQQXLW\�SUHPLXP�LQ�D�SULYDWH�DQQXLW\�PDUNHW��,�DVVXPH�LQ�WKH�IROORZLQJ

WKDW�XWLOLW\�LV�ORJDULWKPLF���$FFRUGLQJO\��WKH�OLIHWLPH�XWLOLW\�IXQFWLRQ�FDQ�EH�H[SUHVVHG�DV�

$QQXLW\�GHPDQG�FDQ� WKHQ�EH�GHULYHG� IURP� WKH� ILUVW� RUGHU� FRQGLWLRQ� DQG� WKH�EXGJHW� FRQVWUDLQWV

SURYLGHG�DERYH��,Q�DEVHQFH�RI�VRFLDO�DQQXLWLHV�ZH�REWDLQ�

$QQXLW\�GHPDQG�LQFUHDVHV�ZLWK�VXUYLYDO�SUREDELOLWLHV�DQG�LQFRPH�DQG�GHFUHDVHV�ZLWK�WKH�SULFH�RI
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DQQXLWLHV�

6ROYLQJ�DOJHEUDLFDOO\�IRU�=�IURP�HTXDWLRQ�����ZH�REWDLQ�WKH�IROORZLQJ�XQLTXH�HTXLOLEULXP

DQQXLW\�LQVXUDQFH�SUHPLXP�IRU�WKH�ORJ�XWLOLW\�FDVH�

$V�$SSHQGL[���VKRZV�IRUPDOO\��WKH�SUHPLXP�IRU�D�SULYDWH�DQQXLW\�ZLWKRXW�JRYHUQPHQW�LQWHUYHQWLRQ

ZLOO�EH�OHVV�IDYRUDEOH�WKDQ�ERWK�NLQGV�RI�PDQGDWRU\�LQVXUDQFH��,W�KROGV�WKDW��=
�!�=6���=)�

+RZ�ZLOO�VRFLDO�DQQXLWLHV�DIIHFW�WKH�SULFHV�RI�SULYDWH�DQQXLWLHV"�$V�VKRZQ�E\�$EHO��������

LW�LV�D�JHQHUDO�SURSHUW\�RI�WKH�SULFH�HTXLOLEULXP�WKDW�DQQXLW\�SULFHV�UHDFW�WR�JRYHUQPHQW�LQWHUYHQWLRQ

EHFDXVH�WKH�FKDQJH�RI�SULYDWH�DQQXLW\�GHPDQG�GLIIHUV�E\�VXUYLYDO�SUREDELOLWLHV���7KLV�SURSHUW\�LV�LQ

VKDUS�FRQWUDVW� WR� WKH�5RWKVFKLOG�6WLJOLW]�VHSDUDWLQJ�HTXLOLEULXP�� �0RUH�VSHFLILFDOO\�� WKH�DQQXLW\

GHPDQG�IXQFWLRQV�LQ�WKH�UHJLPH�ZLWK�DQ�LQFRPH�SURSRUWLRQDO�PDQGDWH�FDQ�EH�GHULYHG�DV�IROORZV�

DV� ORQJ� DV� WKLV� H[SUHVVLRQ� LV� QRQ�QHJDWLYH��1RWH� WKDW� WKH� VHFRQG� WHUP� LQFOXGHV� WKH� ORDG� IDFWRU

FKDUDFWHUL]LQJ�WKH�SHUFHQWDJH�GLIIHUHQFH�EHWZHHQ�WKH�FRVW�RI�DQ�LQFRPH�SURSRUWLRQDO�PDQGDWRU\

DQQXLW\�DQG�SULYDWH�DQQXLWLHV���%HFDXVH�RI�WKH�ORZHU�FRVWV�RI�WKH�PDQGDWRU\�DQQXLW\��SULYDWH�DQQXLW\

GHPDQG�GHFUHDVHV�PRUH�WKDQ�RQH�IRU�RQH�LI�DQQXLWL]DWLRQ�LV�PDQGDWRU\�

� $�VLPLODU�UHVXOW�KROGV�IRU�WKH�SULYDWH�DQQXLW\�GHPDQG�LI�WKH�PDQGDWRU\�DQQXLW\�LV�IL[HG��7KH

GHPDQG�FDQ�EH�GHULYHG�DV�IROORZV�

DV�ORQJ�DV�WKH�H[SUHVVLRQ�LV�QRQ�QHJDWLYH��,Q�FDVH�RI�WKH�IODW�DQQXLW\�WKH�UHGXFWLRQ�LQ�GHPDQG�GRHV



��� 3ULYDWH DQQXLW\ SULFHV LQ SUHVHQFH RI VRFLDO DQQXLWLHV FDQ EH GHULYHG IURP D TXDGUDWLF HTXDWLRQ �VHH $SSHQGL[

�� XVLQJ HTXDWLRQV ���� DQG �����
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QRW�GHSHQG�RQ�W\SH�M
V�RZQ�ZDJH�UDWH�EXW�RQ�WKH�DYHUDJH�ZDJH�UDWH�LQ�WKH�HFRQRP\��7KHUHIRUH��XQGHU

D�GHPRJUDQW��WKH�GHFUHDVH�LQ�SULYDWH�DQQXLW\�GHPDQG�ZLOO�EH�VWURQJHU�IRU�W\SHV�ZLWK�EHORZ�DYHUDJH

LQFRPH��+RZHYHU�� LW�ZLOO�EH�ZHDNHU�IRU� W\SHV�ZLWK�DERYH�DYHUDJH�LQFRPH�WKDQ�IRU� WKH�LQFRPH�

SURSRUWLRQDO�DQQXLW\����

+RZ�DQQXLW\�GHPDQG�FKDQJHV�DW�WKH�PDUJLQ�LI�DQQXLWL]DWLRQ�LV�PDQGDWRU\�IROORZV�GLUHFWO\

IURP�WKH�GHPDQG�IXQFWLRQV����(TXDWLRQ������VKRZV�WKH�PDUJLQDO�FKDQJH�LQ�GHPDQG�IRU�D�PDQGDWRU\

LQFRPH�SURSRUWLRQDO�DQQXLW\��(TXDWLRQ������GLVSOD\V�WKH�VDPH�H[SUHVVLRQ�IRU�WKH�IODW�PDQGDWRU\

DQQXLW\�

,Q�ERWK�FDVHV�WKH�UHGXFWLRQ�LQ�GHPDQG�LV�KLJKHU�IRU�LQGLYLGXDOV�ZLWK�ORZHU�VXUYLYDO�SUREDELOLWLHV��WKH

GHULYDWLYH�RI������DQG������ZLWK�UHVSHFW�WR�%�LV�QHJDWLYH���7KXV��LQ�ERWK�FDVHV�WKH�SULFHV�IRU�SULYDWH

DQQXLWLHV�PXVW�LQFUHDVH�DIWHU�LQWURGXFLQJ�D�PDQGDWRU\�DQQXLW\�VLQFH�WKH�LQVXUDQFH�ILUP�ZLOO�LQFXU

ORVVHV�DW�WKH�SUHYLRXV�HTXLOLEULXP�SULFH���$�PDQGDWRU\�DQQXLW\�WKHUHIRUH�GULYHV�GLVSURSRUWLRQDWHO\

PRUH�GHPDQG�RI�W\SHV�ZLWK�VKRUWHU�OLYH�H[SHFWDQF\�RXW�RI�WKH�SULYDWH�DQQXLWLHV�PDUNHW�

,W� IROORZV� DV� D� VHFRQG� UHVXOW� WKDW� SULFHV� IRU� SULYDWH� DQQXLWLHV�ZLOO� LQFUHDVH�PRUH� LI� WKH

PDQGDWRU\�DQQXLW\�LV�IODW�DQG�LQFRPH�DQG�ORQJHYLW\�DUH�SRVLWLYHO\�FRUUHODWHG���7R�VHH�WKDW�QRWH�WKDW

WKH�UHGXFWLRQ�LQ�GHPDQG�GHSHQGV�RQ�PHDQ�LQFRPH�LI�WKH�PDQGDWRU\�DQQXLW\�LV�IODW���7KHUHIRUH��ORZ

LQFRPH� DQG� ORZ� VXUYLYDO� W\SHV� ZLOO� GHFUHDVH� WKHLU� GHPDQG� PRUH� DV� FRPSDUHG� WR� DQ� LQFRPH�

SURSRUWLRQDO�DQQXLW\��7KH�RSSRVLWH�LV�WUXH�IRU�WKH�KLJK�LQFRPH�W\SHV�ZLWK�KLJKHU�OLIH�H[SHFWDQF\���$V

D�FRQVHTXHQFH��WKH�RULJLQDO�HTXLOLEULXP�SUHPLXP�IRU�SULYDWH�DQQXLWLHV�ZLOO�FDXVH�KLJKHU�ORVVHV�LI�WKH



��� 6LQFH HPSLULFDOO\ RWKHU IDFWRUV WKDQ LQFRPH LQIOXHQFH PRUWDOLW\ WKH DVVXPHG OLQHDU UHODWLRQVKLS ZLOO RYHUVWDWH

WKH WUXH LQFRPH PRUWDOLW\ FRUUHODWLRQ�

��

PDQGDWRU\�DQQXLW\�WDNHV�WKH�IRUP�RI�D�GHPRJUDQW��([SUHVVHG�GLIIHUHQWO\��SULYDWH�DQQXLW\�SULFHV�PXVW

ULVH�PRUH�LI�WKH�PDQGDWRU\�DQQXLW\�LV�IODW��

7KLV�UHVXOW�LV�RI�SUDFWLFDO�LPSRUWDQFH�IRU�WKH�GHVLJQ�RI�D�SULYDWH�UHWLUHPHQW�V\VWHP�UHSODFLQJ

6RFLDO�6HFXULW\���)RU�H[DPSOH��WKH��3ULYDWH�6HFXULW\�$FFRXQW��3ODQ�VXJJHVWHG�E\�$GYLVRU\�&RXQFLO

PHPEHUV�6FKLHEHU�DQG�:HDYHU��ZRXOG�QRW�UHTXLUH�DQQXLWL]DWLRQ�RI�WKH�SULYDWH�UHWLUHPHQW�DFFRXQWV�

+RZHYHU��LW�SURYLGHV�D�IODW�DQQXLW\�IRU�HYHU\RQH�SDUWLFLSDWLQJ�LQ�WKH�V\VWHP��7KH�6FKLHEHU�:HDYHU

SODQ�PD\�KDYH� WKH�SRWHQWLDO� WR� LQFUHDVH� WKH�SULFH�RI�SULYDWH�DQQXLWLHV�FRPSDUHG� WR�DQ�HFRQRP\

ZLWKRXW� D� GHPRJUDQW�� � +RZHYHU�� WKH� IODW� DQQXLW\� PD\� RIIHU� EHWWHU� SURWHFWLRQ� WR� ORZ� LQFRPH

KRXVHKROGV�WKDQ�DQ�HTXDOO\�ILQDQFHG�LQFRPH�SURSRUWLRQDO�SODQ�VLQFH�WKH�IODW�DQQXLW\�LQFUHDVHV�WKH

LPSOLFLW�UDWH�RI�UHWXUQ�IRU�W\SHV�ZLWK�ORZ�LQFRPH�����

7DEOH���LOOXVWUDWHV�WKH�SUHYLRXV�UHVXOWV�ZLWK�D�IHZ�H[DPSOHV���7KH�SXUH�UDWH�RI�WLPH�SUHIHUHQFH

LV�VHW�WR�������DQG�WKH�LQWHUHVW�IDFWRU�WR������FRQVLVWHQW�ZLWK�D���SHUFHQW�SXUH�UDWH�RI�WLPH�SUHIHUHQFH

DQG�D���SHUFHQW�LQWHUHVW�UDWH�RYHU�D����\HDU�SHULRG���7KH�PHDQ�ZDJH�UDWH�LV�VHW�WR����7KHUH�DUH�QLQH

W\SHV�RI�HFRQRPLF�DJHQWV�ZLWK�VXUYLYDO�SUREDELOLWLHV�����WR�������WKH�PHDQ�VXUYLYDO�SUREDELOLW\�LV�����

6XUYLYDO� SUREDELOLWLHV� DUH� DVVXPHG� WR� EH� HLWKHU� GLVWULEXWHG� XQLIRUP� RU� 1RUPDO�� 7KH� 1RUPDO

GLVWULEXWLRQ�LV�FRQVLGHUHG�ZLWK�VWDQGDUG�GHYLDWLRQV�RI�����DQG�������)LQDOO\��LI�LQFRPH�DQG�ORQJHYLW\

DUH�FRUUHODWHG�,�DVVXPH�WKDW�IRU�HDFK�LQFUHDVH�RI�LQFRPH�E\������VXUYLYDO�SUREDELOLWLHV�LQFUHDVH�E\

���������7KH�W\SH�ZLWK�PHDQ�LQFRPH��WKXV�DOVR�KDV�WKH�PHDQ�VXUYLYDO�SUREDELOLW\��

�7KH�WDEOH�VKRZV�WKH�
FRQYHQWLRQDO
�ORDG�IDFWRU�4)DQG�DOVR�WKH�LQFRPH�FRUUHFWHG�ORDG�IDFWRU

46���5HFDOO�WKDW�4)�UHSUHVHQWV�WKH�SHUFHQWDJH�LQFUHDVH�RI�SULYDWH�DQQXLW\�SULFHV�RYHU�WKH�UDWH�RI�UHWXUQ

WKH�JRYHUQPHQW�FRXOG�RIIHU�RQ�DYHUDJH�RQ�WKH�IODW�PDQGDWRU\�DQQXLW\��46�VKRZV�KRZ�PXFK�PRUH

H[SHQVLYH�WKH�SULYDWH�DQQXLW\�LV�FRPSDUHG�WR�DQ�LQFRPH�SURSRUWLRQDO�PDQGDWRU\�DQQXLW\�

,I�LQFRPH�DQG�ORQJHYLW\�DUH�QRW�FRUUHODWHG��ERWK�W\SHV�RI�ORDG�IDFWRUV�FRLQFLGH�DQG�WKHUH�LV

DOVR�QR�GLIIHUHQFH�EHWZHHQ�WKH�IL[HG�DQG�WKH�LQFRPH�SURSRUWLRQDO�VRFLDO�DQQXLW\���)RU�WKLV�UHDVRQ�

WKH�UHVSHFWLYH�YDOXHV�DUH�RPLWWHG���$V�WKH�ILUVW�GDWD�FROXPQ�VKRZV��ORDG�IDFWRUV�LQFUHDVH�VKDUSO\�ZLWK

WKH�LQWURGXFWLRQ�RI�VRFLDO�DQQXLWLHV���,I�LQFRPH�DQG�ORQJHYLW\�DUH�SRVLWLYHO\�FRUUHODWHG�WKH�IODW�DQQXLW\

FOHDUO\�KDV�D�PXFK�PRUH�GHWULPHQWDO�HIIHFW�RQ�SULYDWH�DQQXLW\�SULFHV�WKDQ�WKH�LQFRPH�SURSRUWLRQDO
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DQQXLW\�

7KH� SHUFHQW� LQFUHDVH� RI� DQQXLW\� SULFHV� FDXVHG� E\� WKH� FRUUHODWLRQ� EHWZHHQ� LQFRPH� DQG

PRUWDOLW\�FDQ�EH�VXEVWDQWLDO���:LWKRXW�DQ\�PDQGDWH��EHWZHHQ����DQG����SHUFHQW�RI�WKH�ORDGLQJ�LV

DWWULEXWDEOH�WR�WKH�LQFRPH���PRUWDOLW\�FRUUHODWLRQ�LQ�WKLV�H[DPSOH��:LWK�PDQGDWRU\�LQVXUDQFH��WKH

GLIIHUHQFH�EHWZHHQ�46�DQG�4) VKULQNV��7KLV�LPSOLHV�WKDW�D�ODUJHU�SRUWLRQ�RI�WKH�UHPDLQLQJ�DGYHUVH

VHOHFWLRQ�VWHPV�IURP�WKH�LQFRPH�PRUWDOLW\�FRUUHODWLRQ�

7KH� LQFUHDVH� LQ� ORDG� IDFWRUV� IRU� WKH� IODW� DQQXLW\� LV�PXFK�PRUH�SURQRXQFHG� WKDQ� IRU� WKH

LQFRPH�SURSRUWLRQDO�DQQXLW\�EHFDXVH�WKH�IODW�DQQXLW\�GULYHV�WKH�ORZ�LQFRPH���KLJK�PRUWDOLW\�W\SHV

HQWLUHO\�RXW�RI�WKH�DQQXLW\�PDUNHW��&RQVHTXHQWO\�WKH�PHDVXUHG�ORDGLQJ�LQFUHDVHV�PRUH�VKDUSO\�VLQFH

ORZ�PRUWDOLW\�W\SHV�EHJLQ�WR�GRPLQDWH�WKH�PDUNHW�

���0DQGDWRU\�,QVXUDQFH���$QQXLW\�3ULFHV�DQG�:HOIDUH�

����([WHQGLQJ�WKH�0RGHO�WR����<HDUV

7KH�0RGHO

7KH�PRGHO�RI�DQQXLW\�GHPDQG�FDQ�QRZ�EH�H[WHQGHG�WR����\HDUV��DJHV����WR�������$�W\SH�M�FRQVXPHU

PD[LPL]HV�WKH�IROORZLQJ�XWLOLW\�IXQFWLRQ�

ZKHUH�%W
M�VWDQG�IRU�WKH�SUREDELOLW\�WKDW�W\SH�M�OLYHV�WR�IURP�DJH�W�WR�DJH�W����7KH�PD[LPL]DWLRQ�LV

VXEMHFW�WR�D�VHTXHQFH�RI�EXGJHW�FRQVWUDLQWV�HYROYLQJ�DV�IROORZV�
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LI�WKH�PDQGDWRU\�DQQXLW\�LV�SURSRUWLRQDO�WR�LQFRPH���$�VLPLODU�FRQVWUDLQW�KROGV�IRU�WKH�GHPRJUDQW�E\

UHSODFLQJ�36M�ZLWK�3)���$QQXLW\�GHPDQG�LV�]HUR�LQ�WKH�ODVW�SHULRG�RI�OLIH���

7KH� VL]H� RI� WKH� PDQGDWRU\� DQQXLW\� LV� GHWHUPLQHG� VXFK� WKDW� H[SHFWHG� FRQWULEXWLRQV� DUH

VXIILFLHQW�WR�ILQDQFH�H[SHFWHG�SD\PHQWV�LQ�SUHVHQW�YDOXHV���)RU�WKH�GHPRJUDQW��LW�PXVW�KROG�WKDW�

ZKLFK�FDQ�EH�HDVLO\�VROYHG�IRU�3)���$�VLPLODU�UHODWLRQVKLS�KROGV�IRU�WKH�PDQGDWRU\�DQQXLW\�36M�E\

UHSODFLQJ�3)�ZLWK�36����,Q�WKH�ODWWHU�FDVH������FDQ�EH�VROYHG�E\�UHFRJQL]LQJ�WKDW�36��LV�D�PXOWLSOH�RI

36��� �7KH�VL]H�RI�WKH�SD\PHQW�36��VLPSO\�GHSHQGV�RQ�WKH�UHODWLYH�WD[�SD\PHQWV�PDGH�E\�W\SH� M

FRPSDUHG�WR�W\SH�����1RWH�DOVR�WKDW�WKH�FDOLEUDWHG�PRGHO�EHORZ�PDLQWDLQV�WKH�VRFLDO�VHFXULW\�SD\UROO

WD[�FHLOLQJ�

,Q�H[WHQGLQJ�WKH�WZR�SHULRG�PRGHO�WR����\HDUV�RI�OLIH��DQ�DGGLWLRQDO�DVVXPSWLRQ�LV�UHTXLUHG�

$���6XUYLYDO�SUREDELOLWLHV�DUH�VWULFWO\�UDQNHG�DFURVV�W\SHV�

$VVXPSWLRQ���HQVXUHV�WKDW�D�W\SH�M�ZLWK�KLJKHU�FKDQFHV�WR�OLYH�IURP�DJH����WR�DJH����WKDQ�W\SH�N��VD\�

DOVR�KDV�D�KLJKHU�SUREDELOLW\�WR�OLYH�IURP�DJH����WR����WKDQ�W\SH�N�DQG�VR�RQ���7KLV�DVVXPSWLRQ�LV

VDWLVILHG�LI�VRFLRHFRQRPLF�FKDUDFWHULVWLFV�VKLIW�VXUYLYDO�SUREDELOLWLHV�SURSRUWLRQDOO\���7KLV�DVVXPSWLRQ

HQVXUHV�WKDW�LQGLYLGXDOV�FDQQRW�EH�PDGH�EHWWHU�RII�E\�GHVLJQLQJ�D�PXOWL�SHULRG�FRQWUDFW�DPRQJ�D

VXEJURXS�RI�W\SHV���7KH�W\SH�ZLWK�WKH�KLJKHVW�VXUYLYDO�SUREDELOLW\�KDV�WKH�KLJKHVW�VXUYLYDO�SUREDELOLW\

WKURXJKRXW� DOO� SHULRGV� RI� OLIH�� +H� ZRXOG� WKHUHIRUH� DOZD\V� SUHIHU� WR� QRW� UHYHDO� KLV� ORQJHYLW\

FKDUDFWHULVWLFV�WR�UHGXFH�WKH�FRVW�RI�KLV�DQQXLW\�SUHPLXP���7KH�VDPH�KROGV�IRU�WKH�W\SH�ZLWK�WKH�QH[W

KLJKHVW�VXUYLYDO�SUREDELOLW\�DQG�VR�RQ�

8QGHU�DVVXPSWLRQV�$��WR�$��WKH�PXOWL�SHULRG�HTXLOLEULXP�IRU�DQQXLWLHV�FDQ�EH�GHILQHG�DV�D

VHTXHQFH�RI�VLQJOH�SHULRG�FRQWUDFWV�VDWLVI\LQJ�HTXDWLRQ�������+HQFH��WKH�H[LVWHQFH�RI�WKH�PXOWL�SHULRG

HTXLOLEULXP�IROORZV�IURP�WKH�H[LVWHQFH�RI�D�]HUR�SURILW�HTXLOLEULXP�IRU�HDFK�SHULRG���

7KH� SULFH� RI� DQ� DQQXLW\� VSDQQLQJ� VHYHUDO� WLPH� SHULRGV� FDQ� WKHQ� EH� FDOFXODWHG� IURP� WKH

VHTXHQFH�RI�SULFHV�SUHYDLOLQJ�LQ�HDFK�SHULRG��,Q�SDUWLFXODU��WKH�SUHPLXP�35
W
�RI�D����OLIH�DQQXLW\�LQ
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WLPH�W�JHQHUDWHG�E\�WKH�PRGHO�FDQ�EH�GHULYHG�DV��

$FFRUGLQJO\��WKH�DFWXDULDO�IDLU�SUHPLXP�35
W

)�FDQ�EH�FDOFXODWHG�DV�

DQG�WKH�SHUFHQWDJH�GHYLDWLRQ�RI�DQQXLW\�SULFHV�IURP�DFWXDULDO�IDLUQHVV���ORDG�IDFWRU���LV�MXVW�WKH�UDWLR

RI��RI�WKH�H[SUHVVLRQ�LQ�HTXDWLRQV������DQG��������$�VLPLODU�GHULYDWLRQ�KROGV�IRU�WKH�DQQXLW\�SULFH�WKDW

XVHV�DQ�LQFRPH�ZHLJKWHG�DYHUDJH�SRSXODWLRQ�VXUYLYDO�SUREDELOLW\���

&DOLEUDWLRQ

7KH�H[WHQGHG�PRGHO�FRQWDLQV� URXJKO\������ W\SHV��FRUUHVSRQGLQJ� WR����\HDU�ROG� LQGLYLGXDOV� IRU

ZKRP�VXUYLYDO�SUREDELOLWLHV�DUH�SUHGLFWHG�ZLWK�FRHIILFLHQWV�IURP�DQ�HVWLPDWLRQ�E\�/LOODUG�DQG�3DQLV

�������� �6XUYLYDO�SUREDELOLWLHV�GHSHQG�RQ�IDPLO\�SHUPDQHQW� LQFRPH��PDULWDO� VWDWXV��HGXFDWLRQDO

DWWDLQPHQW��DQG�UDFH���,Q�DGGLWLRQ��VXUYLYDO�SUREDELOLWLHV�WDNH�WKH�PRUWDOLW\�WLPH�WUHQG�DQG�DOVR�WKH

SUREDELOLW\� RI� VSRXVDO� GHDWK� LQWR� DFFRXQW�� � 6XUYLYDO� SUREDELOLWLHV� GHULYHG� IURP� WKLV� FDOLEUDWLRQ

FRUUHVSRQG�FORVHO\�WR�WKRVH�OLIH�WDEOHV���/DERU�LQFRPH�SURILOHV�KDYH�WKH�VDPH�FRQFDYLW\�DV�SURILOHV

HVWLPDWHG�E\�$OWLJ�HW�DO����������+RZHYHU��LQFRPH�SURILOHV�SDVV�WKURXJK�WKH�REVHUYDEOH�&36�ODERU

LQFRPH��DQG�DUH�FRUUHFWHG�IRU�KRXUV�ZRUNHG�DQG�WD[HV���$�FRXSOH
V�ODERU�LQFRPH�LV�GLYLGHG�HTXDOO\

EHWZHHQ� ERWK�� UHIOHFWLQJ� WKH� DVVXPSWLRQ� WKDW� ERWK� VSRXVHV� KDYH� DFFHVV� WR� KDOI� RI� WKH� FRXSOH
V

UHVRXUFHV���3RSXODWLRQ�ZHLJKWV�IRU�DJH����LQGLYLGXDOV�DUH�IURP�WKH�&36�DQG�HYROYH�DFFRUGLQJ�WR

VXUYLYDO�SUREDELOLWLHV�RYHU�WLPH���)RU�D�PRUH�GHWDLOHG�GHVFULSWLRQ�RI�WKH�FDOLEUDWLRQ�VHH�:DOOLVHU

�������



��� 6HH :DOOLVHU ������ IRU WKH FDOFXODWLRQ RI ORDG IDFWRUV XQGHU WKH FXUUHQW V\VWHP�

��

�����5HVXOWV

$QQXLW\�3ULFHV

+RZ�ZLOO�JRYHUQPHQW�LQWHUYHQWLRQ�DIIHFW�DQQXLW\�SULFHV"�$V�GLVFXVVHG�LQ�WKH�SUHYLRXV�VHFWLRQ��WKHRU\

SUHGLFWV�WKDW�PDQGDWRU\�LQVXUDQFH�H[DFHUEDWHV�DGYHUVH�VHOHFWLRQ�DV�PHDVXUHG�ZLWK�WKH�ORDG�IDFWRU�

7KLV� VHFWLRQ�HPSOR\V� WKH�H[WHQGHG����SHULRG� OLIH�F\FOH�PRGHO� WR� FRPSDUH�GLIIHUHQW� UHJLPHV�RI

PDQGDWRU\�LQVXUDQFH�ZLWK�SXUHO\�SULYDWH�PDUNHWV�

$Q�LPSRUWDQW�DQG�SUHYLRXVO\�LJQRUHG�TXHVWLRQ�LV�ZKHWKHU�D�PDQGDWRU\�DQQXLW\�ZRXOG�SRRO

PDOHV�DQG�IHPDOHV���&XUUHQWO\��WKH�DQQXLW\�SURYLGHG�E\�6RFLDO�6HFXULW\�GRHV�QRW�GLIIHUHQWLDWH�WKH

EHQHILWV�E\�VH[�RI�WKH�EHQHILFLDU\��6RFLDO�6HFXULW\�WKXV�LPSOLFLWO\�RIIHUV�D�KLJKHU�UDWH�RI�UHWXUQ�WR

ZRPHQ�EHFDXVH�ZRPHQ�OLYH�ORQJHU�RQ�DYHUDJH�WKDQ�PHQ���3ULYDWH�DQQXLWLHV�PDUNHWV��LQ�WKH�FRQWUDU\�

WHQG�WR�FKDUJH�GLIIHUHQW�SUHPLD�WR�PDOH�DQG�IHPDOH�DQQXLWDQWV���2Q�WKH�RWKHU�KDQG��JURXS�DQQXLWLHV

DSSO\�XQLVH[�SUHPLD�IROORZLQJ�D�6XSUHPH�&RXUW�GHFLVLRQ�ZKLFK�FRQVLGHUHG�VHSDUDWH�OLIH�WDEOHV�DV

VH[�GLVFULPLQDWLRQ���

��6LQFH�WKH�UHJXODWRU\�IUDPHZRUN�LQ�D�V\VWHP�ZLWK�PDQGDWRU\�DQQXLWLHV�LV�QRW�REYLRXV��WKLV

SDSHU�FRPSDUHV�WKUHH�GLIIHUHQW�UHJLPHV���$V�GLVSOD\HG�LQ�7DEOH����WKH�ILUVW�UHJLPH�DVVLJQV�VHSDUDWH

PDQGDWRU\�DQG�SULYDWH�DQQXLWLHV�WR�PDOHV�DQG�IHPDOHV���7KH�VHFRQG�UHJLPH�DVVLJQV�D�PDQGDWRU\

DQQXLW\�WKDW�SRROV�PDOHV�DQG�IHPDOHV�EXW�DOORZV�WKH�SULYDWH�PDUNHW�WR�VWD\�VHSDUDWHG���7DEOH���VKRZV

WKH�RXWFRPH�RI�WKH�VHFRQG�UHJLPH�IRU�PDOHV���7KH�WKLUG�UHJLPH�SRROV�PDOHV�DQG�IHPDOHV�IRU�WKH

PDQGDWRU\�DQQXLW\�DQG�DOVR�HQIRUFHV�SRROLQJ�LQ�WKH�SULYDWH�PDUNHW������

$V�RXWOLQHG�EHIRUH��WKH�PDQGDWHV�FDQ�WDNH�WKH�IRUP�RI�D�GHPRJUDQW����D�IODW�DQQXLW\�RI�HTXDO

YDOXH�IRU�DOO����RU�D�PDQGDWRU\�DQQXLW\�WKDW�LV�SURSRUWLRQDO�WR�LQFRPH��7DEOH���H[KLELWV�WKH�ORDG

IDFWRUV�IRU�WKHVH�WZR�FDVHV�LQ�WKH�ODVW�WZR�FROXPQV���7KH�RWKHU�WKUHH�GDWD�FROXPQV�VKRZ�WKH�ORDG

IDFWRUV�XQGHU�D�SXUHO\�SULYDWH�V\VWHP��WKH��FRUUHFWHG��ORDG�IDFWRU�XQGHU�D�SULYDWH�V\VWHP��DQG�WKH�ORDG

IDFWRU�XQGHU�WKH�FXUUHQW�6RFLDO�6HFXULW\�V\VWHP��UHVSHFWLYHO\�����7KH��FRUUHFWHG��ORDG�IDFWRU�LQ�FROXPQ

��VKRZV�KRZ�PXFK�RI�WKH�ORDG�IDFWRU�LQ�FROXPQ���LV�GXH�WR�WKH�SRVLWLYH�FRUUHODWLRQ�EHWZHHQ�LQFRPH

DQG�ORQJHYLW\���



��� 1RWH WKDW WKH PRQWKO\ EHQHILWV JHQHUDWHG E\ WKH PRGHO DUH KLJKHU WKDQ WKH GHPRJUDQW ILQDQFHG ZLWK � SHUFHQW

RI SD\UROO XQGHU WKH 6FKLHEHU�:HDYHU SODQ� 7ZR UHDVRQV DUH EHKLQG WKHVH GLIIHUHQFHV� )LUVW� WKH 6FKLHEHU�

:HDYHU 3ODQ ILQDQFHV WKH GHPRJUDQW RQ D SD\�DV�\RX�JR EDVLV ZLWK DQ LPSOLFLW UDWH RI UHWXUQ EHWZHHQ � DQG �

SHUFHQW ZKHUHDV WKH IODW EHQHILWV LQ P\ PRGHO LV SDLG IRU E\ DFFXPXODWHG FRQWULEXWLRQV ZKLFK UHFHLYH D UDWH RI

UHWXUQ RI � SHUFHQW� 6HFRQG� P\ PRGHO GRHV QRW UHIOHFW LQWHUUXSWLRQV LQ HDUQLQJV KLVWRULHV� $W OHDVW RQH IDPLO\

PHPEHU LV FRQWLQXRXVO\ HPSOR\HG EHWZHHQ DJHV �� DQG ���

��

/RDG�IDFWRUV�LQFUHDVH�ZLWK�WKH�DJH�RI�WKH�DQQXLWDQW�DQG�DUH�VPDOOHU�IRU�IHPDOHV�WKDQ�IRU�PDOHV�

/RDG�IDFWRUV�GHFUHDVH�ZLWK�WKH�UDWH�RI�ULVN�DYHUVLRQ�VLQFH�KLJKHU�ULVN�DYHUVLRQ�SXWV�D�ODUJHU�VHJPHQW

RI�WKH�SRSXODWLRQ�LQWR�WKH�DQQXLWLHV�PDUNHW���6HH�DOVR�:DOOLVHU��������

7KH�LQFUHDVH�LQ�SULYDWH�DQQXLW\�SULFHV�FDXVHG�E\�D�GHPRJUDQW�ILQDQFHG�ZLWK���SHUFHQW�RI

SD\UROO�LV�VLPLODU�WR�SULFH�LQFUHDVHV�FDXVHG�E\�WKH�H[LVWHQFH�RI�6RFLDO�6HFXULW\���7DNH��IRU�H[DPSOH�

WKH�ORDG�IDFWRU�IRU�WKH�VHSDUDWHG�PDUNHW���,I�WKH�ULVN�DYHUVLRQ�SDUDPHWHU�LV�VHW�WR����WKH�PRGHO�SUHGLFWV

D�ORDG�IDFWRU�RI�����SHUFHQW�IRU�D�����\HDU�ROG�PDOH�LI�KH�UHFHLYHV�SD\PHQWV�IURP�D�GHPRJUDQW��,Q

FRPSDULVRQ��LW�SUHGLFWV�D�ORDG�IDFWRU�RI�����SHUFHQW�LI�EHQHILWV�FRUUHVSRQG�WR�FXUUHQW�ODZ���)RU�D���

\HDU�ROG�IHPDOH�WKH�ORDG�IDFWRUV�DUH�LGHQWLFDO�XQGHU�FXUUHQW�ODZ�DQG�ZLWK�D�GHPRJUDQW�

7KLV�UHVXOW�IROORZV�IURP�WKH�SURJUHVVLYH�QDWXUH�RI�WKH�GHPRJUDQW�ZKLFK�GULYHV�ORZ�HDUQHUV

ZLWK�VKRUWHU�OLIH�H[SHFWDQF\�RXW�RI�WKH�SULYDWH�DQQXLWLHV�PDUNHW���7KH�EHQHILWV�SDLG�E\�WKH�GHPRJUDQW

���DERXW������SHU�PRQWK�IRU�PHQ�DQG������IRU�ZRPHQ�LI�EHQHILWV�GLIIHU�E\�VH[�RU������SHU�PRQWK

IRU�D�XQLVH[�PDQGDWRU\�DQQXLW\� ���DUH� ORZHU� WKDQ�VRFLDO�VHFXULW\�EHQHILWV� IRU�PDQ\����+RZHYHU�

EHQHILWV�DUH�KLJKHU�IRU�WKH�YHU\�SRRU�ZKR�WHQG�WR�KDYH�WKH�ZRUVW�ORQJHYLW\�SURVSHFWV���&RQVHTXHQWO\�

FRQVXPHUV�DW�WKH�ERWWRP�RI�WKH�LQFRPH�VFDOH�ZLWKGUDZ�LQ�HYHQ�ODUJHU�QXPEHUV�IURP�WKH�SULYDWH

DQQXLWLHV�PDUNHW�� �2Q�WKH�RWKHU�KDQG��WKH�UHODWLYHO\�VPDOO�VL]H�RI�WKH�GHPRJUDQW�OHDGV�WR�KLJKHU

DQQXLW\�GHPDQG�RI�ORZ�WR�PLGGOH�LQFRPH�HDUQHUV�ZKR�UHFHLYH�PRUH�JHQHURXV�EHQHILWV�LQ�WKH�FXUUHQW

V\VWHP���2Q�QHW��WKLV�FKDQJH�LQ�GHPDQG�SDWWHUQV�FDXVHV�D�VLPLODU�VL]H�RI�WKH�ORDG�IDFWRU�XQGHU�D

GHPRJUDQW�DV�FRPSDUHG�WR�VRFLDO�VHFXULW\�

7KH�LQFRPH�PRUWDOLW\�FRUUHODWLRQ�WHQGV�WR�LPSDFW�DQQXLW\�SULFHV�PRUH�XQGHU�D�GHPRJUDQW�WKDQ

XQGHU�VRFLDO�VHFXULW\���7KLV�UHVXOW�FDQ�EH�LQIHUUHG�E\�FRPSDULQJ�ORDG�IDFWRUV�IRU�PDOHV�DQG�IHPDOHV�

7DNH�WKH����\HDU�ROG�PDOH�DQG�IHPDOH�ZLWK�ULVN�DYHUVLRQ�SDUDPHWHU����IRU�H[DPSOH���$�FRPSDULVRQ

RI�FROXPQV���DQG���UHYHDOV�ZK\�WKH�SRVLWLYH�FRUUHODWLRQ�EHWZHHQ�LQFRPH�DQG�ORQJHYLW\�LV�LPSRUWDQW�

)RU�PDOHV��DERXW����SHUFHQW�RI�WKH�ORDGLQJ�LQ�DQ�HQWLUHO\�SULYDWH�PDUNHW�LV�GXH�WR�WKH�FRUUHODWLRQ��IRU

IHPDOHV�WKH�VDPH�ILJXUH�LV�MXVW����SHUFHQW���7XUQLQJ�WR�FROXPQV���DQG����WKH�UHVXOWV�VKRZ�WKDW�WKH�ORDG



��

IDFWRUV�IRU�PDOHV�XQGHU�D�GHPRJUDQW�DUH�KLJKHU�WKDQ�ZLWK�VRFLDO�VHFXULW\���,Q�WKH�FRQWUDU\��WKH�ORDG

IDFWRUV�IRU�ZRPHQ�DUH�OHVV�RU�HTXDO�WR�ORDG�IDFWRUV�LQ�D�V\VWHP�ZLWK�VRFLDO�VHFXULW\���7KH�GHPRJUDQW

GULYHV�PRUH�ORZ�LQFRPH�DQG�KLJK�PRUWDOLW\�W\SHV�RXW�RI�WKH�PDUNHW�IRU�PDOHV�WKDQ�IRU�IHPDOHV�DQG

FRUUHVSRQGLQJO\�LQFUHDVHV�WKH�ORDG�IDFWRU�PRUH���

7KH�ORDG�IDFWRU�RI�DQQXLWLHV�VROG�WR�PDOHV� LV�VPDOOHU�RQFH�WKH�GHPRJUDQW�SD\V�WKH�VDPH

EHQHILW�WR�PDOHV�DQG�IHPDOHV���7KLV�UHVXOW�LV�VKRZQ�LQ�WKH�WKLUG�SDQHO�RI�7DEOH�����$V�PHQWLRQHG

DERYH��WKH�XQLVH[�GHPRJUDQW�LV�VPDOOHU�WKDQ�WKH�GHPRJUDQW�IRU�PDOHV�EXW�KLJKHU�WKDQ�WKH�GHPRJUDQW

IRU�IHPDOHV��7KH�GLIIHUHQFH�IROORZV�ODUJHO\�IURP�GLIIHUHQFHV�LQ�ORQJHYLW\�DQG�SDUWO\�EHFDXVH�VLQJOH

ZRPHQ�WHQG�WR�KDYH�ORZHU�LQFRPH�WKDQ�VLQJOH�PHQ���%HFDXVH�RI�WKH�VPDOOHU�GHPRJUDQW��OHVV�ORZ

LQFRPH�PDOHV�GURS�RXW�RI�WKH�SULYDWH�DQQXLWLHV�PDUNHW�DQG�WKH�SRRO�RI�DQQXLW\�SXUFKDVHUV�FRQWDLQV

PRUH�ORZ�ULVN�W\SHV�IRU�WKH�DQQXLW\�SURYLGHU���

7KH�RSSRVLWH�KROGV�IRU�WKH�PDUNHW�IRU�IHPDOHV��QRW�GLVSOD\HG�LQ�7DEOH������7KH�ODUJHU�XQLVH[

GHPRJUDQW�GULYHV�PRUH�ZRPHQ�ZLWK�VKRUWHU�OLIH�H[SHFWDQF\�RXW�RI�WKH�PDUNHW�DQG�KHQFH�LQFUHDVHV

WKH�ORDG�IDFWRU�

)LQDOO\��LI�ERWK�WKH�SULYDWH�PDUNHW�DQG�WKH�GHPRJUDQW�SRRO�ZRPHQ�DQG�PHQ����D�FDVH�VKRZQ

LQ�WKH�IRXUWK�SDQHO�RI�7DEOH������ORDGLQJ�IDOOV�VRPHZKHUH�LQ�EHWZHHQ�WKH�ORDGLQJ�IRU�PDOHV�DQG

IHPDOHV�LQ�VHSDUDWH�PDUNHWV���$JDLQ��WKH�ORDG�IDFWRUV�IRU�WKH�GHPRJUDQW�DUH�YHU\�FORVH�WR�ORDG�IDFWRUV

XQGHU�WKH�FXUUHQW�6RFLDO�6HFXULW\�V\VWHP���

&RQVLGHU�QH[W�KRZ�ORDG�IDFWRUV�GHYHORS�LI�WKH�PDQGDWRU\�DQQXLW\�LV�SURSRUWLRQDO�WR�LQFRPH

DQG�ILQDQFHG�ZLWK���SHUFHQW�RI�SD\UROO���7KH�UHVXOWV�DUH�GLVSOD\HG�LQ�WKH�ODVW�FROXPQ�RI�7DEOH�����7KH

LQFRPH�SURSRUWLRQDO�DQQXLW\�LQFUHDVHV�ORDGLQJ�DV�FRPSDUHG�WR�D�SXUHO\�SULYDWH�PDUNHW��KRZHYHU�WKH

LQFUHDVH� LV� VPDOOHU� WKDQ� WKH� LQFUHDVH� FDXVHG� E\� D� GHPRJUDQW�� � 7KLV� ILQGLQJ� LV� LQ� OLQH�ZLWK� WKH

WKHRUHWLFDO�GHULYDWLRQV�LQ�WKH�SUHYLRXV�VHFWLRQ�

7KH�LQFUHDVH�LQ�WKH�ORDG�IDFWRU�LQGXFHG�E\�WKH�LQFRPH�SURSRUWLRQDO�DQQXLW\�LV�LQ�PRVW�FDVHV

OHVV�WKDQ�KDOI�RI�WKH�LQFUHDVH�FDXVHG�E\�D�GHPRJUDQW��)RU�H[DPSOH��IRU����\HDU�ROG�PDOHV�ZLWK�D��ULVN

DYHUVLRQ�SDUDPHWHU�RI����WKH�ORDG�IDFWRU�LQFUHDVHV�IURP�����SHUFHQW�WR�����SHUFHQW�LI�WKH�PDQGDWRU\

DQQXLW\�ULVHV�SURSRUWLRQDOO\�ZLWK�LQFRPH���,I�WKH�PDQGDWRU\�DQQXLW\�LV�IODW��WKH�ORDG�IDFWRU�ULVHV�IURP

����WR�����SHUFHQW��,I�PDOHV�DQG�IHPDOHV�DUH�SRROHG�LQ�WKH�SULYDWH�PDUNHW��WKH�LQFUHDVH�LQ�ORDG�IDFWRUV

XQGHU� WKH� LQFRPH�SURSRUWLRQDO�PDQGDWH� DFFRXQWV� IRU�PRUH� WKDQ� KDOI� RI� WKH� LQFUHDVH� XQGHU� WKH



��

GHPRJUDQW�

$JDLQ��WKH�LQFRPH�ORQJHYLW\�FRUUHODWLRQ�LV�LPSRUWDQW�LQ�XQGHUVWDQGLQJ�WKH�VL]H�RI�WKH�ORDG

IDFWRU�LQFUHDVH���7KH�SULFH�LQFUHDVH�LQ�WKH�DQQXLWLHV�PDUNHW�IRU�IHPDOHV�LV�PXFK�OHVV�SURQRXQFHG�WKDQ

LQ�WKH�DQQXLWLHV�PDUNHW�IRU�PHQ���7KLV�UHVXOW�LV�UHODWHG�WR�WKH�LQFRPH�PRUWDOLW\�FRUUHODWLRQ��,I�ORZHU

VXUYLYDO�SUREDELOLWLHV�DUH�OHVV�VWURQJO\�FRQQHFWHG�ZLWK�LQFRPH�WKH�DQQXLW\�GHPDQG�RI�VKRUWHU�OLYHG

DJHQWV�IDOOV�WR�D�OHVVHU�H[WHQW���3XW�GLIIHUHQWO\��WKH�DQQXLW\�GHPDQG�UHGXFWLRQ�LV�OHVV�FRQFHQWUDWHG

DPRQJ�ORZ�HDUQHUV��ZKLFK�LQ�WXUQ�NHHSV�WKH�FRPSRVLWLRQ�RI�DQQXLWDQWV�FORVHU�WR�WKH�DYHUDJH�

7R�FRQFOXGH��DQ\�UHJXODWRU\�IUDPHZRUN�WKDW�LQFOXGHV�PDQGDWRU\�DQQXLWL]DWLRQ�KDV�VWURQJ

UHSHUFXVVLRQ�RQ�SULFHV�RI�SULYDWH�DQQXLWLHV���$�GHPRJUDQW�ILQDQFHG�ZLWK���SHUFHQW�RI�SD\UROO�ZRXOG

OLNHO\�QRW�UHGXFH�WKH�ORDGLQJ�RI�DQQXLWLHV�EHORZ�FXUUHQWO\�REVHUYHG�OHYHOV��,W�LQFUHDVHV�WKH�FRVW�RI

LQVXUDQFH�DJDLQVW�OLIHVSDQ�XQFHUWDLQW\�IRU�PLGGOH�DQG�KLJK�HDUQHUV��VLQFH�WKH�EHQHILWV�SURYLGHG�E\�WKH

GHPRJUDQW�DUH�EHORZ�FXUUHQW�VRFLDO�VHFXULW\�EHQHILWV���$Q�LQFRPH�SURSRUWLRQDO�PDQGDWRU\�DQQXLW\

FDQ�PLWLJDWH�WKH�LQFUHDVHV�LQ�DQQXLW\�SULFHV���+RZHYHU��EHQHILWV�IRU�ORZ�HDUQHUV�PD\�EH�VXEVWDQWLDOO\

VPDOOHU�WKDQ�XQGHU�VRFLDO�VHFXULW\���,I�WKH�PDQGDWRU\�DQQXLW\�SRROV�PHQ�DQG�ZRPHQ�EXW�GRHV�QRW

HQIRUFH�SRROLQJ�LQ�SULYDWH�PDUNHWV��WKH�LQFUHDVH�LQ�ORDG�IDFWRUV�LV�UHGXFHG�LQ�WKH�DQQXLWLHV�PDUNHW�IRU

PDOHV�DQG�H[DFHUEDWHG�LQ�WKH�DQQXLWLHV�PDUNHW�IRU�IHPDOHV���,I�SULYDWH�PDUNHWV�DUH�DOVR�IRUFHG�WR�WUHDW

PHQ�DQG�ZRPHQ�LGHQWLFDOO\��ORDG�IDFWRUV�VHWWOH�VRPHZKHUH�LQ�EHWZHHQ�WKH�ORDG�IDFWRUV�IRU�VHSDUDWH

PDUNHWV������

:HOIDUH

7KH�SUHYLRXV�ILQGLQJV����ZKLOH�LPSRUWDQW�IRU�DVVHVVLQJ�WKH�LPSDFW�RI�PDQGDWHV�RQ�SULYDWH�DQQXLW\

SULFHV����SURYLGH�OLWWOH� LQIRUPDWLRQ�RQ�ZKR�ZLQV�DQG�ZKR�ORVHV�FRPSDUHG�WR�DQ�HQWLUHO\�SULYDWH

V\VWHP���7DEOH���H[KLELWV�FKDQJHV�LQ�OLIHWLPH�XWLOLWLHV�IRU�PDUULHG�DJHQWV�GLIIHUHQWLDWHG�E\�LQFRPH

OHYHO���1RWH�WKDW�DOO�FRPSDULVRQV�DEVWUDFW�IURP�DQ\�WUDQVLWLRQ�

$�SRROHG�DQQXLWLHV�PDUNHW�UHGLVWULEXWHV�IURP�WKH�SRRU�WR�WKH�ULFK���7KLV�UHVXOW�FDQ�EH�LQIHUUHG

IURP�WKH�GLIIHUHQFH�LQ�OLIHWLPH�XWLOLW\�EHWZHHQ�WKH�ILUVW�EHVW�ZKHUH�HYHU\ERG\�FDQ�EX\�DQQXLWLHV�EDVHG

RQ�LQGLYLGXDO�VXUYLYDO�SURVSHFWV�DQG�D�SRROHG�PDUNHW�DV�RXWOLQHG�DERYH���7KH�FKDQJH�LQ�ZHOIDUH�LV

GLVSOD\HG�LQ�FROXPQ���RI�7DEOH�����/RZ�LQFRPH�PDOHV�DQG�IHPDOHV�ERWK�ORVH�DOPRVW���SHUFHQW�RI�WKHLU

OLIHWLPH�LQFRPH�E\�EHLQJ�IRUFHG�WR�SD\�WKH�VDPH�DQQXLW\�SUHPLXP�DV�HYHU\ERG\�HOVH�LQ�D�SRROHG



��

PDUNHW���0LGGOH�DQG�KLJK�HDUQHUV��RQ�WKH�RWKHU�KDQG��JDLQ�LQ�D�SULYDWH�PDUNHW��7KLV�UHVXOW�DJDLQ

LOOXVWUDWHV� WKH� VWURQJ� LPSDFW� RI� WKH� LQFRPH� PRUWDOLW\� FRUUHODWLRQ�� � $V� D� FRQVHTXHQFH� RI� WKLV

FRUUHODWLRQ��D�SRROHG�SULYDWH�DQQXLWLHV�PDUNHW�LPSOLFLWO\�UHGLVWULEXWHV�IURP�WKH�SRRU�WR�WKH�ULFK�

0DUULHG�PHQ�ZLWK�LQFRPH�RI�DURXQG���������DOUHDG\�SURILW�IURP�EHLQJ�SRROHG�LQ�D�SULYDWH

PDUNHW��'XH�WR�WKH�VWURQJ�HIIHFW�RI�PDULWDO�VWDWXV�WKHLU�VXUYLYDO�SUREDELOLWLHV�DUH�DOUHDG\�DERYH�WKH

DYHUDJH�IRU�PHQ���)RU�ZRPHQ��JDLQV�NLFN�LQ�DW�VRPHZKDW�KLJKHU�LQFRPHV�VLQFH�D�PDUULHG�ZRPDQ

ZLWK�LQFRPH�RI���������VWLOO�KDV�VXUYLYDO�SURVSHFWV�VOLJKWO\�EHORZ�DYHUDJH�

$Q�LQFRPH�SURSRUWLRQDO�DQQXLW\�LV�ZHOIDUH�LPSURYLQJ�IRU�DOO�DJHQWV�GLVSOD\HG�LQ�7DEOH���DV

ORQJ�DV�PDQGDWRU\�DQG�SULYDWH�DQQXLW\�HLWKHU�ERWK�GLIIHUHQWLDWH�E\�VH[�RU�ERWK�GRQ
W�GLIIHUHQWLDWH�E\

VH[���$V�FROXPQV���DQG���VKRZ��UHSODFLQJ�D�VH[�VSHFLILF�LQFRPH�SURSRUWLRQDO�DQQXLW\�ZLWK�D�SULYDWH

PDUNHW�VHSDUDWHG�E\�VH[��ZRXOG�UHGXFH�OLIHWLPH�XWLOLW\�E\�DERXW�����SHUFHQW�IRU�PDOHV�DQG�����SHUFHQW

IRU�IHPDOHV���$�YHU\�VLPLODU�UHVXOW�KROGV�LI�D�XQLVH[�PDQGDWRU\�DQQXLW\�LV�UHSODFHG�ZLWK�D�SULYDWH

PDUNHW�FKDUJLQJ�WKH�VDPH�SUHPLXP�WR�PDOHV�DQG�IHPDOHV�

7KH�ZHOIDUH�JDLQ�VWHPV�IURP�WKH�KLJKHU�UHWXUQ�RIIHUHG�E\�WKH�PDQGDWRU\�DQQXLW\���$V�RXWOLQHG

LQ�VHFWLRQ����ZHOIDUH�FKDQJHV�IROORZ�IURP�WZR�RSSRVLQJ�HIIHFWV��2Q�WKH�RQH�KDQG��D�PDQGDWRU\

DQQXLW\�LV�FKHDSHU��2Q�WKH�RWKHU�KDQG�PDQGDWHV�LQFUHDVH�WKH�SULFHV�IRU�SULYDWH�DQQXLWLHV���$SSDUHQWO\�

IRU�DOO�W\SHV�UHSUHVHQWHG�LQ�7DEOH���WKH�KLJKHU�UHWXUQ�RI�WKH�LQFRPH�SURSRUWLRQDO�PDQGDWRU\�DQQXLW\

PRUH�WKDQ�RXWZHLJKV�WKH�KLJKHU�SULFHV�RI�SULYDWH�DQQXLWLHV��

,I�D�XQLVH[�PDQGDWRU\�DQQXLW\�LV�UHSODFHG�E\�D�VHSDUDWHG�SULYDWH�PDUNHW��PHQ�ZRXOG�SUHIHU

WKH� SULYDWH� PDUNHW�� � 7KLV� ILQGLQJ� ��� VKRZQ� LQ� FROXPQ� �� ��� FOHDUO\� IROORZV� IURP� WKH� LPSOLFLW

UHGLVWULEXWLRQ�IURP�PDOHV�WR�IHPDOHV�E\�D�XQLVH[�PDQGDWRU\�DQQXLW\��7KH�UHGLVWULEXWLRQ�DPRXQWV�WR

DURXQG�����SHUFHQW�RI�OLIHWLPH�LQFRPH���0DOHV�OLIH�VKRUWHU�OLYHV�WKDQ�IHPDOHV�RQ�DYHUDJH�DQG�WKHUHIRUH

JHW�EHORZ�DYHUDJH�SD\RXWV�LI�SRROHG�ZLWK�ZRPHQ���&RQVHTXHQWO\��LI�PHQ�DUH�DEOH�WR�SXUFKDVH�DQ

DQQXLW\�LQ�WKH�SULYDWH�PDUNHW�EDVHG�RQ�WKHLU�RZQ�VXUYLYDO�SURVSHFWV��WKH\�SUHIHU�WKH�SULYDWH�DQQXLW\

RYHU�WKH�PDQGDWRU\�DQQXLW\�� �2EYLRXVO\��ZRPHQ�ZKR�JDLQ�IURP�WKH�XQLVH[�WUHDWPHQW�SUHIHU�WKH

PDQGDWRU\�DQQXLW\�

$Q� LQFRPH�SURSRUWLRQDO� DQQXLW\� LV� QRW�3DUHWR� LPSURYLQJ�� �$OWKRXJK�DOO� DJHQWV�ZKR�DUH

GLVSOD\HG�LQ�FROXPQV���DQG���RI�7DEOH���JDLQ�IURP�D�PDQGDWRU\�LQFRPH�SURSRUWLRQDO�DQQXLW\�WKHUH

DUH�VWLOO�D�IHZ�FRQVXPHUV�ZKR�ORVH����PRVWO\�WKRVH�ZLWK�YHU\�KLJK�LQFRPHV�ZKR�KROG�WKH�ODUJHVW



��� 6HH HTXDWLRQV ��� DQG ��� IRU WKH XQGHUO\LQJ IRUPDO DUJXPHQWV�

��

DQQXLW\�ZHDOWK��7KLV�JURXS�SURILWV�PRVW�IURP�ORZHU�ORDG�IDFWRUV�LQ�SULYDWH�DQQXLWLHV�PDUNHWV���

+RZHYHU��WKLV�GRHV�QRW�UXOH�RXW�DQ�LQFUHDVH�LQ�HIILFLHQF\���,Q�RUGHU�WR�LQYHVWLJDWH�HIILFLHQF\

SURSHUWLHV�RI�PDQGDWHV��WKH��OXPS�VXP�UHGLVWULEXWLRQ�DXWKRULW\��LV�HPSOR\HG��$OO�WKH�ORVHUV�RI�WKH

UHJLPH�FKDQJH�DUH�FRPSHQVDWHG�VXFK�WKDW�DOO�WKH�ZLQQHUV�HQG�XS�ZLWK�DQ�LGHQWLFDO�FKDQJH�LQ�XWLOLW\�

,I�WKH�XWLOLW\�VWLOO�LQFUHDVHV�WKH�UHJLPH�FKDQJH�DOORZV�WR�FRPSHQVDWH�WKH�ORVHUV�DQG�FDQ�VWLOO�PDNH

HYHU\ERG\�HOVH�EHWWHU�RII��,I�DIWHU�FRPSHQVDWLRQ�WKH�IRUPHU�ZLQQHUV�DUH�ZRUVH�RII��WKHQ�WKH�UHIRUP

GHFUHDVHV�HFRQRPLF�HIILFLHQF\���7KH�HIILFLHQF\�FDOFXODWLRQV�DOVR�DFFRXQW�IRU�WKH�IHHGEDFN�HIIHFW�RI

WKH�UHGLVWULEXWLRQ�RQ�DQQXLW\�SULFHV���

�$Q�LQFRPH�SURSRUWLRQDO�DQQXLW\�LV�HIILFLHQW��7KH�JDLQV�RI�WKH�YHU\�ULFK�DUH�QRW�ODUJH�HQRXJK

WR�FRPSHQVDWH�DOO�WKH�ORVHUV�ZKHQ�DEDQGRQLQJ�WKH�PDQGDWH��+HQFH��WKH�LQFRPH�SURSRUWLRQDO�PDQGDWH

VWLOO� LPSURYHV�HFRQRPLF�HIILFLHQF\�� �7KLV�UHVXOW�DOVR�KROGV�LI� WKH�PDQGDWH� LV�XQLVH[�DQG�SULYDWH

PDUNHWV�DUH�VHSDUDWHG�IRU�PDOHV�DQG�IHPDOHV�VLQFH�WKH�ZHOIDUH�JDLQV�RI�PDOHV�DUH�QRW�VXIILFLHQW�WR

RIIVHW�WKH�ZHOIDUH�ORVVHV�RI�IHPDOHV�

$�GHPRJUDQW�LPSURYHV�ZHOIDUH�IRU�WKH�SRRU�EXW�UHGXFHV�WKH�ZHOIDUH�RI�WKH�PLGGOH�DQG�KLJK

HDUQHUV�� � &ROXPQV� ��� ��� DQG� �� RI� 7DEOH� �� H[KLELW� WKH� UHVSHFWLYH�ZHOIDUH� FKDQJHV�� �'XH� WR� WKH

UHGLVWULEXWLRQ�LQYROYHG�LQ�WKH�SD\UROO�WD[�ILQDQFH�RI�WKH�GHPRJUDQW��WKH�SRRUHVW�FDQ�ORVH�XS�WR���

SHUFHQW�RI�OLIHWLPH�LQFRPH�ZKHQ�WKH�GHPRJUDQW�LV�DEROLVKHG���,QGLYLGXDOV�ZLWK�PHDQ�LQFRPH�KRZHYHU

ZRXOG�DOUHDG\�JDLQ�IURP�UHPRYLQJ�WKH�GHPRJUDQW���:HOIDUH�JDLQV�DUH�HYHQ�KLJKHU�IRU�KLJK�HDUQHUV�

7KH\� GR� QRW� ULVH�PRQRWRQLFDOO\� ZLWK� LQFRPH�� KRZHYHU�� GXH� WR� WKH� SD\UROO� WD[� FHLOLQJ�� � ,I� WKH

GHPRJUDQW�SRROV�PHQ�DQG�ZRPHQ�EXW�WKH�SULYDWH�PDUNHW�LV�VHSDUDWHG��WKH�ZHOIDUH�FKDQJHV�DOVR

UHIOHFW�WKH�FKDQJH�LQ�UHGLVWULEXWLRQ�EHWZHHQ�VH[HV�

7KH�KLJKHU�RYHUDOO�UHWXUQ�D�GHPRJUDQW�FDQ�RIIHU�GXH�WR�WKH�SRROLQJ�RI�WKH�SRSXODWLRQ�LV�IRU

PRVW� LQGLYLGXDOV� PRUH� WKDQ� RIIVHW� E\� WKH� UHGLVWULEXWLYH� HIIHFW� RI� WKH� GHPRJUDQW�� � 7KXV�� PRVW

LQGLYLGXDOV�ZRXOG�SUHIHU�WKH�SULYDWH�PDUNHW�RYHU�WKH�GHPRJUDQW���1RWH��WKRXJK��WKDW�WKH�GHPRJUDQW

FDQ�RIIVHW�WKH�LPSOLFLW�UHGLVWULEXWLRQ�IURP�SRRU�WR�ULFK�WKDW� LV� LQGXFHG�E\�SRROLQJ�LQ�WKH�SULYDWH

PDUNHW���,Q�WKH�FXUUHQW�H[DPSOH�WKH�GHPRJUDQW�PRUH�WKDQ�RIIVHWV�WKH�UHGLVWULEXWLRQ�

$�GHPRJUDQW�LV�HIILFLHQW���,I�WKH�GHPRJUDQW�LV�DEROLVKHG��WKH�ZHOIDUH�JDLQV�RI�WKH�PLGGOH�DQG



��

KLJK�HDUQHUV�DUH�QRW�VXIILFLHQW�WR�IXOO\�RIIVHW�WKH�JDLQV�RI�WKH�ORVHUV���7KLV�KROGV�GHVSLWH�WKH�UHGXFWLRQ

LQ� SULYDWH� DQQXLW\� SULFHV�� $JDLQ�� WKLV� ILQGLQJ� IROORZV� IURP� WKH� KLJKHU� HFRQRPLF� UHWXUQ� RI� D

GHPRJUDQW��ZKLFK�PD\�QRW�DFFUXH�WR�HYHU\ERG\�LQ�WHUPV�RI�KLJKHU�EHQHILWV�EXW�VWLOO�DFFUXHV�WR�VRFLHW\

DV�D�ZKROH���7KXV��E\�DEROLVKLQJ�WKH�PDQGDWH��WKH�IDOO�LQ�SULFHV�IRU�SULYDWH�DQQXLWLHV�LV�QRW�ODUJH

HQRXJK�WR�FRPSHQVDWH�IRU�WKH��KLJKHU�UHWXUQ�RI�WKH�PDQGDWRU\�LQVXUDQFH��7KH�UHVXOWV�KROGV�IRU�DOO

FDVHV�VKRZQ�LQ�7DEOH����������

���,V�7KHUH�D�6XSHULRU�:D\�WR�2YHUFRPH�$GYHUVH�6HOHFWLRQ"�

0DQGDWRU\�DQQXLWL]DWLRQ�LQFUHDVHV�WKH�FRVW�RI�SULYDWH�DQQXLWLHV���7KH�PDQGDWRU\�DQQXLW\�UHSODFHV�D

ODUJHU�SURSRUWLRQ�RI�SULYDWH�DQQXLW\�GHPDQG�IRU�WKRVH�ZLWK�VKRUWHU�OLIH�H[SHFWDQF\���$V�D�UHVXOW��WKH

PDUNHW�VKDUH�RI�FRQVXPHUV�ZLWK�ORQJHU�OLYHV�LQFUHDVHV�DQG�WKXV�WKH�HTXLOLEULXP�SULFH�ULVHV�

,QFRPH�SURSRUWLRQDO�PDQGDWRU\�DQQXLWLHV�LQFUHDVH�SULYDWH�DQQXLW\�SULFHV�WR�D�PXFK�OHVVHU

H[WHQW�WKDQ�D�GHPRJUDQW���7KLV�ILQGLQJ�IROORZV�IURP�WKH�SRVLWLYH�FRUUHODWLRQ�EHWZHHQ�LQFRPH�DQG

ORQJHYLW\���$�UHGLVWULEXWLYH�GHPRJUDQW�UHGXFHV�WKH�SULYDWH�DQQXLW\�GHPDQG�RI�WKH�SRRU�DQG�VKRUW

OLYHG�WR�D� ODUJHU�H[WHQW� WKDQ�DQ�LQFRPH�SURSRUWLRQDO�PDQGDWRU\�DQQXLW\�� �7KLV�GLIIHUHQFH�LQ� WKH

GHPDQG�FRPSRVLWLRQ�DIIRUGV�D�KLJKHU�SULFH�IRU�SULYDWH�DQQXLWLHV�XQGHU�D�GHPRJUDQW�WKDQ�DQ�LQFRPH�

SURSRUWLRQDO�DQQXLW\��

1HLWKHU�RI�WKH�WZR�FRQVLGHUHG�PDQGDWHV�LV�3DUHWR�LPSURYLQJ���,Q�FRQWUDVW�WR�ILQGLQJV�E\

(FNVWHLQ�� (LFKHQEDXP�� DQG� 3HOHG� �������� PDQGDWRU\� LQVXUDQFH� GRHV� QRW� LPSURYH� ZHOIDUH� IRU

HYHU\ERG\�� � +RZHYHU�� DQ� LQFRPH� SURSRUWLRQDO� PDQGDWH� UHGXFHV� WKH� ZHOIDUH� RI� RQO\� D� IHZ� DV

FRPSDUHG�WR�D�SULYDWH�PDUNHW�ZLWKRXW�PDQGDWHV���$�GHPRJUDQW�LQFUHDVHV�WKH�ZHOIDUH�RI�WKH�SRRU�DQG

GHFUHDVHV�WKH�ZHOIDUH�RI�WKH�ULFK�

%RWK�IRUPV�RI�PDQGDWHV�LPSURYH�HFRQRPLF�HIILFLHQF\���,I�WKH�PDQGDWHV�ZHUH�UHSODFHG�E\�D

SULYDWH�PDUNHW�WKH�ZLQQHUV�FRXOG�QRW�FRPSHQVDWH�WKH�ORVHUV�DQG�VWLOO�EH�EHWWHU�RII���7KHUHIRUH��D

UHJXODWRU\�IUDPHZRUN�ZLWKRXW�PDQGDWRU\�DQQXLWL]DWLRQ�IRUIHLWV�SRVVLEOH�HIILFLHQF\�JDLQV�IRU� WKH

HFRQRP\�

1HLWKHU�RI�WKH�WZR�PDQGDWHV�FRQVLGHUHG�LQ�WKLV�SDSHU�LV�VXSHULRU�WR�WKH�RWKHU���+RZHYHU��ERWK



��

PDQGDWHV�UDLVH�HIILFLHQF\�RYHU�D�SXUHO\�SULYDWH�PDUNHW�ZLWKRXW�PDQGDWHV���7KH�LQFRPH�SURSRUWLRQDO

PDQGDWH�KDV�WKH�DGYDQWDJH�RI�PLWLJDWLQJ�WKH�HIIHFW�RI�PDQGDWHV�RQ�SULYDWH�DQQXLW\�SUHPLD���+RZHYHU�

WKLV�W\SH�RI�PDQGDWH�FDQQRW�RIIVHW�WKH�UHGLVWULEXWLRQ�IURP�SRRU�WR�ULFK�WKDW�LV�LPSOLHG�E\�SRROLQJ�ORZ

DQG�KLJK�LQFRPH�LQGLYLGXDOV���$�GHPRJUDQW
V�UHGLVWULEXWLYH�IHDWXUH�PD\��EH�DWWUDFWLYH�EHFDXVH�LW

RIIVHWV�WKH�HIIHFW�RI�WKH�LQFRPH�PRUWDOLW\�FRUUHODWLRQ���)RU�SUDFWLFDO�SXUSRVHV��ERWK�W\SHV�FRXOG�DOVR

EH�FRPELQHG�LQ�RUGHU�WR�WDUJHW�WKH�GHVLUHG�DPRXQW�RI�UHGLVWULEXWLRQ�



��

5HIHUHQFHV

$EHO��$QGUHZ�%����������&DSLWDO�$FFXPXODWLRQ�DQG�8QFHUWDLQ�/LIHWLPHV�ZLWK�$GYHUVH�6HOHFWLRQ��

(FRQRPHWULFD������SS������������

$WWDQDVLR�� 2UD]LR� 3��� DQG� +LODU\� :�� +R\QHV�� ������ �'LIIHUHQWLDO� 0RUWDOLW\� DQG� :HDOWK

$FFXPXODWLRQ���1%(5�:RUNLQJ�3DSHU�1R�������

$XHUEDFK��$ODQ�-��DQG�/DXUHQFH�-��.RWOLNRII���������'\QDPLF�)LVFDO�3ROLF\��&DPEULGJH�8QLYHUVLW\

3UHVV��&DPEULGJH��(QJODQG�

(FNVWHLQ��=YL��0DUWLQ�(LFKHQEDXP��DQG�'DQ�3HOHG���������8QFHUWDLQ�/LIHWLPHV�DQG�WKH�:HOIDUH

(QKDQFLQJ�3URSHUWLHV�RI�$QQXLW\�0DUNHWV�DQG�6RFLDO�6HFXULW\���-RXUQDO�RI�3XEOLF�(FRQRPLFV�����

SS���������

)HOGVWHLQ�� 0DUWLQ� 6��� ������ �7KH�0LVVLQJ� 3LHFH� LQ� 3ROLF\� $QDO\VLV�� 6RFLDO� 6HFXULW\� 5HIRUP��

$PHULFDQ�(FRQRPLF�5HYLHZ������SS�������

)HOGVWHLQ��0DUWLQ� 6��� DQG�$QGUHZ� 6DPZLFN�� ������ �7KH� 7UDQVLWLRQ� 3DWK� LQ� 3ULYDWL]LQJ� 6RFLDO

6HFXULW\��� IRUWKFRPLQJ� LQ�0DUWLQ� 6�� )HOGVWHLQ� �HG����3ULYDWL]LQJ� 6RFLDO� 6HFXULW\�� 8QLYHUVLW\� RI

&KLFDJR�3UHVV��&KLFDJR�

)LVFKHU��6WDQOH\���������$�/LIH�&\FOH�0RGHO�RI�/LIH�,QVXUDQFH�3XUFKDVHV���,QWHUQDWLRQDO�(FRQRPLF

5HYLHZ������SS����������

)ULHGPDQ��%HQMDPLQ�0���DQG�0DUN�-��:DUVKDZVN\���������$QQXLW\�3ULFHV�DQG�6DYLQJ�%HKDYLRU�LQ

WKH�8QLWHG� 6WDWHV��� LQ�� %RGLH�� =YL�� -RKQ� 6KRYHQ� DQG�'DYLG�:LVH� �HGV����3HQVLRQV� LQ� WKH�8�6�

(FRQRP\��8QLYHUVLW\�RI�&KLFDJR�3UHVV��&KLFDJR�

)ULHGPDQ��%HQMDPLQ�0���DQG�0DUN�-��:DUVKDZVN\���������7KH�&RVW�RI�$QQXLWLHV��,PSOLFDWLRQV�IRU

6DYLQJ�%HKDYLRU�DQG�%HTXHVWV���4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV�������SS�����������

+DPHUPHVK��'DQLHO�6���������([SHFWDWLRQV��/LIH�([SHFWDQF\��DQG�(FRQRPLF�%HKDYLRU���4XDUWHUO\

-RXUQDO�RI�(FRQRPLFV������SS����������

+HOOZLJ��0DUWLQ���������6RPH�5HFHQW�'HYHORSPHQWV�LQ�WKH�7KHRU\�RI�&RPSHWLWLRQ�LQ�0DUNHWV�ZLWK

$GYHUVH�6HOHFWLRQ���(XURSHDQ�(FRQRPLF�5HYLHZ������SS���������

+XUG��0LFKDHO�'����������0RUWDOLW\�5LVNV�DQG�%HTXHVWV���(FRQRPHWULFD�������SS����������

.DKQ�� &KDUOHV�� DQG� 'LOLS� 0RRNKHUMHH�� ������ �2SWLPDO� ,QFHQWLYHV� ZLWK� 6LGH� &RQWUDFWLQJ

2SSRUWXQLWLHV���PLPHR��%RVWRQ�8QLYHUVLW\�
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.RWOLNRII��/DXUHQFH�-�������D���3ULYDWL]LQJ�6RFLDO�6HFXULW\��+RZ�,W�:RUNV�DQG�:K\�,W�0DWWHUV���LQ�

-DPHV�3RWHUED��HG����7D[�3ROLF\�DQG�WKH�(FRQRP\������SS������

.RWOLNRII�� /DXUHQFH� -��� ����E�� �3ULYDWL]LQJ� 6RFLDO� 6HFXULW\� $W� +RPH� DQG� $EURDG��� $PHULFDQ

(FRQRPLF�5HYLHZ������SS���������

.RWOLNRII�� /DXUHQFH� -��� ������ �6LPXODWLQJ� WKH� 3ULYDWL]DWLRQ� RI� 6RFLDO� 6HFXULW\� LQ� *HQHUDO

(TXLOLEULXP���IRUWKFRPLQJ�LQ�0DUWLQ�6��)HOGVWHLQ��HG����3ULYDWL]LQJ�6RFLDO�6HFXULW\��8QLYHUVLW\�RI

&KLFDJR�3UHVV��&KLFDJR�

.RWOLNRII��/DXUHQFH�-���.HQW�$��6PHWWHUV��DQG�-DQ�:DOOLVHU���������3ULYDWL]LQJ�8�6��6RFLDO�6HFXULW\���

$�6LPXODWLRQ�6WXG\���IRUWKFRPLQJ�LQ�3HQVLRQ�6\VWHPV��)URP�&ULVLV�WR�5HIRUP��7KH�:RUOG�%DQN�

������

.RWOLNRII��/DXUHQFH� -��� DQG�$YLD�6SLYDN�������� �7KH�)DPLO\�DV� ,QFRPSOHWH�$QQXLWLHV�0DUNHW��

-RXUQDO�RI�3ROLWLFDO�(FRQRP\������SS���������

/LOODUG��/HH�$��DQG�&RQVWDQWLMQ�3DQLV���������,QFRPH�DQG�0RUWDOLW\���PLPHR��5$1'��

5RWKVFKLOG��0LFKDHO�DQG�-RVHSK�6WLJOLW]���������(TXLOLEULXP�LQ�&RPSHWLWLYH�,QVXUDQFH�0DUNHWV��$Q

(VVD\�RQ�WKH�(FRQRPLFV�RI��,PSHUIHFW�,QIRUPDWLRQ���4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV������SS������

���

3DXO\��0DUN���������2YHULQVXUDQFH�DQG�3XEOLF�3URYLVLRQ�RI�,QVXUDQFH��7KH�5ROHV�RI�0RUDO�+D]DUG

DQG�$GYHUVH�6HOHFWLRQ���4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV������SS��������

:DOOLVHU��-DQ�������� ��8QGHUVWDQGLQJ�$GYHUVH�6HOHFWLRQ�LQ�$QQXLWLHV�0DUNHW�DQG�WKH�,PSDFW�RI

3ULYDWL]LQJ�6RFLDO�6HFXULW\���7HFKQLFDO�:RUNLQJ�3DSHU��&RQJUHVVLRQDO�%XGJHW�2IILFH�

:DUVKDZVN\��0DUN�-����������3ULYDWH�$QQXLW\�0DUNHWV�LQ�WKH�8QLWHG�6WDWHV��������������-RXUQDO

RI�5LVN�DQG�,QVXUDQFH������SS���������

:LOVRQ��&KDUOHV���������$�0RGHO�RI�,QVXUDQFH�0DUNHWV�ZLWK�,QFRPSOHWH�,QIRUPDWLRQ���-RXUQDO�RI

(FRQRPLF�7KHRU\������SS����������

<DDUL��0HQDFKHP�(����������8QFHUWDLQ�/LIHWLPH��/LIH�,QVXUDQFH��DQG�WKH�7KHRU\�RI�WKH�&RQVXPHU��

5HYLHZ�RI�(FRQRPLF�6WXGLHV������SS���������
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$SSHQGL[���

3URSRVLWLRQ���,Q�D�UHJLPH�ZLWKRXW�VRFLDO�DQQXLWLHV��WKH�SUHPLXP�IRU�SULYDWH�DQQXLWLHV�ZLOO�DOZD\V

H[FHHG�WKH�SUHPLXP�IRU�VRFLDO�DQQXLW\�DQG�LW�KROGV�WKDW�=
�!�=6���=)�LI�LQFRPH�DQG�VXUYLYDO�DUH�QRW

QHJDWLYHO\�FRUUHODWHG�

3URRI���5HFDOO�WKH�H[SUHVVLRQV�IRU�=6�DQG�=)�IURP�HTXDWLRQV�����DQG������=6���=)�IROORZV�GLUHFWO\�IURP

HDUOLHU�UHVXOWV���:KDW�UHPDLQV�WR�EH�VKRZQ�LV�WKDW�=
�!�=6���/HW
V�VOLJKWO\�UHIRUPXODWH�HTXDWLRQ������

6LQFH� �����IRU�DOO�M��FOHDUO\�WKH�VHFRQG�IUDFWLRQ�LV�DOZD\V�SRVLWLYH�DQG�=
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$SSHQGL[���

)RU�D�WZR�SHULRG��1�W\SH�PRGHO�ZLWK�KHWHURJHQHLW\�LQ�LQFRPH�WKH�DQQXLW\�SUHPLXP�IRU�DQ�LQFRPH

SURSRUWLRQDO�VRFLDO�DQQXLW\�FDQ�EH�FDOFXODWHG�DQDO\WLFDOO\�DV�ORQJ�DV�DQQXLW\�GHPDQG�LV�SRVLWLYH

�RWKHUZLVH�DQ�LWHUDWLYH�VWUDWHJ\�LV�QHHGHG��

��=
� �5$�LV�WKH�SRVLWLYH�URRW�RI�WKH�IROORZLQJ�TXDGUDWLF�HTXDWLRQ�

ZLWK�

�

�$�VLPLODU�GHULYDWLRQ�KROGV�IRU�WKH�IL[HG�VRFLDO�DQQXLW\�E\�VXEVWLWXWLQJ�PHDQ�LQFRPH�IRU�ZMV��


