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0RQHWDU\ 8QLRQ

DQG

3UHFDXWLRQDU\ /DERXUð0DUNHW 5HIRUP

E\ /DUV &DOPIRUVó

,QVWLWXWH IRU ,QWHUQDWLRQDO (FRQRPLF 6WXGLHVñ 6WRFNKROP 8QLYHUVLW\ï

$EVWUDFW

7KH SDSHU GHPRQVWUDWHV WKDW SROLF\ PDNHUV PD\ KDYH D SUHFDXWLRQDU\ PRWLYH WR

XQGHUWDNH PRUH ODERXUðPDUNHW UHIRUP ¤ DQG KHQFH DWWDLQ ORZHU HTXLOLEULXP

XQHPSOR\PHQW ¤ LQVLGH D PRQHWDU\ XQLRQ WKDQ RXWVLGHï 7KH UHDVRQ LV D GHVLUH WR

UHGXFH WKH XWLOLW\ FRVW RI YDULDWLRQV LQ HPSOR\PHQW ZKHQ DV\PPHWULF VKRFNV FDQ

QR ORQJHU EH VWDELOLVHG WKURXJK GRPHVWLF PRQHWDU\ SROLF\ï

-(/ FODVVLILFDWLRQã (èåñ ( çäñ ) êêñ - ëäñ - êíï

.H\ZRUGVã PRQHWDU\ XQLRQñ DV\PPHWULF VKRFNVñ VWDELOLVDWLRQ SROLF\ñ ODERXUð
PDUNHW UHIRUPñ HTXLOLEULXP XQHPSOR\PHQWï

ó ,QVWLWXWH IRU ,QWHUQDWLRQDO (FRQRPLF 6WXGLHVñ ìíç äì 6WRFNKROPñ 6ZHGHQï 7HOHSKRQHã òéçðåðìç
êí æçï )D[ã òéçðåðìç ëä éçï (ðPDLOã /DUVï&DOPIRUV#LLHVïVXïVHï
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2Q WKH ìVW RI -DQXDU\ ìäääñ HOHYHQ (XURSHDQ FRXQWULHV ZLOO IRUP D PRQHWDU\ XQLRQ

õ(08ô ZLWK D FRPPRQ FXUUHQF\ñ WKH HXURï 7KHUH H[LVWV D ODUJH OLWHUDWXUH ZKLFK

DQDO\VHV WKH ULVNV RI ODUJHU RXWSXW DQG HPSOR\PHQW IOXFWXDWLRQV ZKHQ FRXQWU\ð

VSHFLILF VKRFNV FDQ QR ORQJHU EH RIIVHW WKURXJK DQ LQGHSHQGHQW PRQHWDU\ SROLF\ï

$ PXFK OHVV UHVHDUFKHG LVVXH LV ZKHWKHU PRQHWDU\ XQLRQ PLJKW DIIHFW WKH

HTXLOLEULXP UDWH RI XQHPSOR\PHQWñ LïHï WKH DYHUDJH DURXQG ZKLFK F\FOLFDO

YDULDWLRQV WDNH SODFHï 7KLV LV WKH WRSLF KHUHï

ìï %DFNJURXQG

0\ SRLQW RI GHSDUWXUH LV WKDW HTXLOLEULXP XQHPSOR\PHQW LV GHWHUPLQHG E\ ODERXUð

PDUNHW LQVWLWXWLRQV õVHH /D\DUG HW DOïñ ìääìôï ,I VRñ LW VKRXOG EH SRVVLEOH WR UHGXFH

WKH SUHVHQW KLJK XQHPSOR\PHQW LQ (XURSH WKURXJK ZHOOðGHVLJQHG ODERXUðPDUNHW

UHIRUPï 7KLV FRXOG LQYROYHñ IRU H[DPSOHñ OHVV JHQHURXV XQHPSOR\PHQW LQVXUDQFHñ

PRUH HIIHFWLYH DFWLYH ODERXUðPDUNHW SROLF\ñ ORZHU PLQLPXP ZDJHV IRU \RXQJ

SHRSOHñ FKDQJHV LQ WKH OHJDO IUDPHZRUN IRU ZDJH EDUJDLQLQJ õHï Jï UHVWULFWLRQV RQ

WKH ULJKW WR VWULNHôñ DQG SRVVLEO\ DOVR UHGXFWLRQV LQ HPSOR\PHQW SURWHFWLRQ DQG LQ

WD[HV õVHH HïJï 2(&'ñ ìääéâ RU (OPHVNRY HW DOïñ ìääåôï

7KH H[WHQW WR ZKLFK ODERXUðPDUNHW UHIRUP WR UHGXFH HTXLOLEULXP

XQHPSOR\PHQW LV XQGHUWDNHQ LV D TXHVWLRQ RI SROLWLFDO HFRQRP\ï $ FRPPRQ

DUJXPHQW LQ SROLF\ FLUFOHV LV WKDW (08 ZLOO VWUHQJWKHQ WKH LQFHQWLYH IRU VXFK

PHDVXUHVï 7KH LGHD LV WKDW UHIRUP ZLOO QRW EHFRPH SROLWLFDOO\ DFFHSWDEOH XQWLO WKH

HVFDSH URXWH RI GHSUHFLDWLQJ WKH RZQ FXUUHQF\ LV GHILQLWHO\ FORVHG õ%HDQñ ìääåôï

7KH DERYH UHDVRQLQJ LV SUREOHPDWLF EHFDXVH PRQHWDU\ SROLF\ DQG ODERXUð

PDUNHW UHIRUP DUH QRW VXEVWLWXWHV ZKHQ LW FRPHV WR UHGXFLQJ HTXLOLEULXP

XQHPSOR\PHQWã WKH DUJXPHQW LV UDWKHU RQH RI ZK\ D FRPPRQ FXUUHQF\ PLJKW

LQFUHDVH WKH LQFHQWLYH IRU PRQH\ðZDJH IOH[LELOLW\ DV D VXEVWLWXWH IRU H[FKDQJHðUDWH

IOH[LELOLW\ õ&DOPIRUVñ ìääåDôï %XW ZLWK ORQJðUXQ QHXWUDOLW\ RI PRQH\ñ WKHUH LV QR

UHDVRQ ZK\ HDV\ PRQHWDU\ SROLF\ VKRXOG UHGXFH HTXLOLEULXP XQHPSOR\PHQWï 1RU

VKRXOG V\VWHPDWLF PRQHWDU\ SROLF\ EH H[SHFWHG WR UHGXFH WKH DFWXDO UDWH RI

XQHPSOR\PHQW EHORZ WKH HTXLOLEULXP RQH LI H[SHFWDWLRQV DUH UDWLRQDOï 6R ZK\

VKRXOG JLYLQJ XS D SROLF\ LQVWUXPHQW WKDW LV OLNHO\ QRW WR ZRUN VWUHQJWKHQ WKH



ê

LQFHQWLYH WR XVH RWKHU LQVWUXPHQWVñ YL]ï ODERXUðPDUNHW UHIRUPñ WKDW DUH OLNHO\ WR

ZRUN"

,QVWHDGñ D ORJLFDOO\ FRQVLVWHQW IUDPHZRUN FRXOG OHDG WR WKH FRQFOXVLRQ WKDW

WKH LQFHQWLYH IRU UHIRUP PLJKW EH VWURQJHU RXWVLGH WKDQ LQVLGH WKH (08ï 6LEHUW ÷

6XWKHUODQG õìääæô DQG &DOPIRUV õìääåEô KDYH GHYHORSHG VXFK DQ DQDO\VLV EDVHG

RQ WKH %DUURð*RUGRQ õìäåêô PRGHO RI DQ LQIODWLRQ ELDV XQGHU GLVFUHWLRQDU\

PRQHWDU\ SROLF\ï 7KHLU DUJXPHQW EXLOGV RQ WKH DVVXPSWLRQ WKDW ODERXUðPDUNHW

UHIRUP LV GHFLGHG QDWLRQDOO\ DQG QRW FRðRUGLQDWHG EHWZHHQ FRXQWULHVï 7KHQñ WKHUH

LV DQ H[WUD LQFHQWLYH IRU UHIRUP RXWVLGH WKH (08ñ EHFDXVH D UHGXFWLRQ RI

HTXLOLEULXP XQHPSOR\PHQW ZLOO DOVR UHGXFH LQIODWLRQï ,QVLGH WKH (08ñ UHIRUP LQ

DQ LQGLYLGXDO FRXQWU\ ZLOO KDYH RQO\ D VPDOO HIIHFW RQ DJJUHJDWH XQHPSOR\PHQW LQ

WKH ZKROH PRQHWDU\ XQLRQ DQG KHQFH DOVR D VPDOO HIIHFW RQ WKH FRPPRQ UDWH RI

LQIODWLRQï

ëï $ SUHFDXWLRQDU\ PRWLYH IRU UHIRUP

0\ SXUSRVH KHUH LV WR VKRZ KRZ RQH FDQ GHYHORS D ORJLFDOO\ FRQVLVWHQW DUJXPHQW

IRU WKH SURSRVLWLRQ WKDW PRQHWDU\ XQLRQ PLJKW VWUHQJWKHQ WKH LQFHQWLYH IRU ODERXUð

PDUNHW UHIRUP WR UHGXFH HTXLOLEULXP XQHPSOR\PHQWï $ SRVVLEOH VWDUWLQJ SRLQW LV

WR DVVXPH WKDW ZKDW SROLF\ PDNHUV DUH SULPDULO\ LQWHUHVWHG LQ ZLWK UHVSHFW WR

XQHPSOR\PHQW LV WR DYRLG YHU\ EDG RXWFRPHVñ VR WKDW WKH\ DWWDFK DQ H[WUD YDOXH WR

UHGXFLQJ WKH ULVNV RI WKHPï 3XW GLIIHUHQWO\ñ SROLF\ PDNHUV PD\ UHJDUG WKH XWLOLW\

FRVW RI HPSOR\PHQW YDULDWLRQV DV KLJKHUñ WKH KLJKHU WKH HTXLOLEULXP UDWH RI

XQHPSOR\PHQW DURXQG ZKLFK WKHVH YDULDWLRQV WDNH SODFHï

:LWK WKLV DVVXPSWLRQñ WKH UHDVRQLQJ LV VWUDLJKWIRUZDUGï ,I PHPEHUVKLS LQ

WKH (08 OHDGV WR ODUJHU YDULDWLRQV LQ HPSOR\PHQWñ EHFDXVH PRQHWDU\ SROLF\ QR

ORQJHU VWDELOLVHV FRXQWU\ðVSHFLILF VKRFNVñ WKHQ WKHUH LV D SUHFDXWLRQDU\ PRWLYH IRU

PRUH UHIRUP LQVLGH WKDQ RXWVLGH WKH (08ï 7KH UHDVRQLQJ LV DQDORJRXV WR WKH

DQDO\VLV RI SUHFDXWLRQDU\ VDYLQJV õ/HODQGñ ìäçåôï -XVW DV LQFUHDVHG XQFHUWDLQW\

PD\ OHDG KRXVHKROGV WR VDYH PRUH WR UHGXFH WKH XWLOLW\ FRVWV RI YDULDWLRQV LQ

FRQVXPSWLRQñ SROLF\ PDNHUV PLJKW FKRRVH PRUH ODERXUðPDUNHW UHIRUP WR UHGXFH



é

HTXLOLEULXP XQHPSOR\PHQW ZKHQ PDFURHFRQRPLF LQVWDELOLW\ LQFUHDVHV VR DV WR

UHGXFH WKH XWLOLW\ FRVW RI HPSOR\PHQW YDULDWLRQVï

7KH FUXFLDO DVVXPSWLRQ LQ WKH WKHRU\ RI SUHFDXWLRQDU\ VDYLQJV LV WKDW WKH

PDUJLQDO XWLOLW\ RI FRQVXPSWLRQ LV FRQYH[ï , VKDOO LQ D VLPLODU ZD\ DVVXPH WKDW WKH

PDUJLQDO GLVXWLOLW\ RI GHYLDWLRQV IURP WKH JRYHUQPHQW©V XQHPSOR\PHQW JRDO LV

FRQYH[ï , PDNH WKH VDPH DVVXPSWLRQ IRU GHYLDWLRQV IURP WKH JRYHUQPHQW©V

LQIODWLRQ JRDOï $ VLPSOH ORVV IXQFWLRQ IRU WKH JRYHUQPHQW LQ D UHSUHVHQWDWLYH

FRXQWU\ ZLWK WKHVH SURSHUWLHV LVã
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7KH GLVXWLOLW\ RI WKH JRYHUQPHQWñ /ñ GHSHQGV RQ WKH GHYLDWLRQ RI DFWXDO LQIODWLRQñ

Sñ IURP WKH JRYHUQPHQW©V LQIODWLRQ JRDOñ üS â RQ WKH GHYLDWLRQ RI DFWXDO

XQHPSOR\PHQWñ Xñ IURP WKH JRYHUQPHQW©V XQHPSOR\PHQW JRDOñ üX â DQG RQ WKH

DPRXQW RI ODERXUðPDUNHW UHIRUPñ Vï ,QIODWLRQ DQG XQHPSOR\PHQW DUH VWDQGDUG

DUJXPHQWV LQ WKH JRYHUQPHQW SUHIHUHQFH IXQFWLRQ LQ WKH PRQHWDU\ SROLF\

OLWHUDWXUHã WKH GLIIHUHQFH KHUH LV WKDW GLVXWLOLW\ LV DVVXPHG WR LQFUHDVH PXFK IDVWHU

ZKHQ WKHUH DUH GHYLDWLRQV IURP WKH JRDOV WKDQ DFFRUGLQJ WR WKH FRQYHQWLRQDO

TXDGUDWLF IRUPXODWLRQï ,Q DGGLWLRQñ , DVVXPH WKDW WKH JRYHUQPHQW DVVRFLDWHV

ODERXUðPDUNHW UHIRUP ZLWK D SROLWLFDO FRVWñ ZKLFK LV OLQHDUïì , KDYH DJJUHJDWHG DOO

W\SHV RI UHIRUP LQWR RQH FRPSRVLWH PHDVXUHï 2QH ZD\ RI YLHZLQJ UHIRUP LV DV

FKDQJHV LQ ODERXUðPDUNHW LQVWLWXWLRQV WKDW UHGXFH WKH UHDO ZDJH RI WKH SROLWLFDO

PDMRULW\ RI HPSOR\HG LQVLGHUVïë , QRUPDOLVH WKH PHDVXUH RI UHIRUP VR WKDW V t íï

, DVVXPH D VWDQGDUG VXUSULVH XQHPSOR\PHQW IXQFWLRQ IRU WKH UHSUHVHQWDWLYH

FRXQWU\ã

X X H ð ð òó E S S H2 7 ñ õëô

ì 7KH OLQHDU IRUP LV FKRVHQ IRU FRQYHQLHQFHñ EXW LV QRW LPSRUWDQW IRU WKH DUJXPHQWï
ë $OWHUQDWLYHO\ñ RQH FDQ WKLQN RI VSHFLILF FKDQJHV LQ ODERXUðPDUNHW LQVWLWXWLRQV WKDW DUH YDOXHG DOVR
LQ WKHPVHOYHVñ VXFK DV OHVV JHQHURXV XQHPSOR\PHQW EHQHILWV õZKLFK KDV D FRVW EHFDXVH OHVV
LQVXUDQFH LV SURYLGHGôñ OHVV HPSOR\PHQW SURWHFWLRQ õZKLFK LQFUHDVHV WKH H[SRVXUH RI LQVLGHUV WR
VKRFNVô RU ORZHU WD[HV DQG PRUH H[SHQGLWXUHV RQ DFWLYH ODERXUðPDUNHW SROLF\ õZKLFK HQWDLO
UHVRXUFH FRVWVôï
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ZKHUH WKH VWRFKDVWLF VKRFNñ H ñ FDQ EH GHFRPSRVHG LQWR WZR SDUWVã DQ DV\PPHWULF

VKRFNñ Yñ ZKLFK LV VSHFLILF WR WKH FRXQWU\ LQ TXHVWLRQñ DQG D V\PPHWULF VKRFNñ P ñ

ZKLFK LV FRPPRQ WR DOO WKH SRWHQWLDO PHPEHUV RI WKH PRQHWDU\ XQLRQñ VR WKDW

H P òY ï õêô

Y DQG P ñ DUH LQGHSHQGHQWñ V\PPHWULFDOO\ GLVWULEXWHG DQG KDYH ]HUR PHDQVï

(TXLOLEULXP XQHPSOR\PHQW LQ D UHSUHVHQWDWLYH FRXQWU\ GHSHQGV QHJDWLYHO\

RQ WKH DPRXQW RI UHIRUPñ VR WKDW

X X Vó a ðG ñ õéô

ZKHUH aX  WKH HTXLOLEULXP UDWH RI XQHPSOR\PHQW LQ WKH DEVHQFH RI UHIRUP õV íôï

, DVVXPH WKDW a üX X! ï

êï /DERXUðPDUNHW UHIRUP RXWVLGH WKH (08

, VWXG\ D RQHðVKRW JDPH ZKHUH ERWK ODERXUðPDUNHW LQVWLWXWLRQV DQG PRQHWDU\

SROLF\ DUH GHWHUPLQHGï 7KH JRYHUQPHQW GHFLGHV RQ ODERXUðPDUNHW LQVWLWXWLRQV LQ

WKH ILUVW VWDJH RI WKH JDPHï 0RQHWDU\ SROLF\ LV GHOHJDWHG WR DQ LQGHSHQGHQW FHQWUDO

EDQNñ ZKLFK GHWHUPLQHV LQIODWLRQ LQ WKH VHFRQG VWDJH RI WKH JDPH DIWHU VKRFNV

KDYH EHHQ UHDOLVHGï 7KH EDQN KDV D ORVV IXQFWLRQ RI WKH VDPH IRUP DV õìôñ EXW LWV

XQHPSOR\PHQW JRDO FRLQFLGHV ZLWK WKH HTXLOLEULXP UDWH RI XQHPSOR\PHQWñ Xó õWKH

EDQN UHDOLVHV WKH OLPLWDWLRQV RQ ZKDW PRQHWDU\ SROLF\ FDQ GR DQG KDV WKXV QR RWKHU

DPELWLRQV WKDQ WR VWDELOLVH XQHPSOR\PHQW DURXQG WKH HTXLOLEULXP UDWHôï

7KH PRGHO LV VROYHG WKURXJK EDFNZDUG LQGXFWLRQï *LYHQ ODERXUðPDUNHW

LQVWLWXWLRQV õDQG WKXV HTXLOLEULXP XQHPSOR\PHQWôñ LQIODWLRQDU\ H[SHFWDWLRQV DQG

WKH UHDOLVHG VKRFNñ WKH FHQWUDO EDQN FKRRVHV LQIODWLRQ VR DV WR PLQLPLVH LWV ORVV

IXQFWLRQ VXEMHFW WR õëôï 7KH RXWFRPH LVã
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7KH DVVXPSWLRQ WKDW WKH FHQWUDO EDQN©V XQHPSOR\PHQW JRDO LV HTXDO WR WKH

HTXLOLEULXP UDWH PHDQV WKDW WKHUH LV QR LQIODWLRQ ELDVï ,QIODWLRQ RQO\ H[FHHGV WKH

LQIODWLRQ WDUJHW LI WKHUH DUH DGYHUVH VKRFNVï 7KH UHVXOWLQJ VXUSULVH LQIODWLRQ
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VWDELOLVHV HPSOR\PHQW SDUWLDOO\ñ MXVW DV LQ WKH VWDQGDUG %DUURð*RUGRQ PRGHO ZLWK D

TXDGUDWLF ORVV IXQFWLRQï

:KHQ WKH JRYHUQPHQW FKRRVHV WKH DPRXQW RI UHIRUPñ LW WDNHV WKH FHQWUDO

EDQN©V VWDELOLVDWLRQ UXOH LQWR DFFRXQWï 0LQLPLVDWLRQ RI WKH H[SHFWDWLRQ RI õìô

VXEMHFW WR õëôñ õêôñ õéô DQG õèô JLYHV WKH )2&ã

w
w

 ð ð ð ð ò  
( /

V
X X N X XQ

Y

1 6 2 7 2 73 8J GO GO V V P
ó óü ü

ê ë ë ëê í ñ õçô

ZKHUH WKH Q VXEVFULSW GHQRWHV QRQðSDUWLFLSDWLRQ LQ WKH (08ñ N  òì ì éêî E O4 9 LV
WKH IUDFWLRQ RI WKH XQHPSOR\PHQW VKRFN WKDW UHPDLQV DIWHU VWDELOLVDWLRQñ DQG V Y

ë

DQG V P
ë DUH WKH YDULDQFHV RI WKH FRXQWU\ðVSHFLILF DQG FRPPRQ VKRFNVñ

UHVSHFWLYHO\ï 7KH DPRXQW RI UHIRUP LV FKRVHQ VR WKDW WKH PDUJLQDO SROLWLFDO FRVWñ

J ñ LV H[DFWO\ EDODQFHG E\ WKH PDUJLQDO EHQHILWï 7KH ODWWHU LV WKH VXP RI WKH JDLQ

IURP ORZHU H[SHFWHG XQHPSOR\PHQW õWKH VHFRQG WHUP LQ õçôô DQG WKH JDLQ WKDW

DULVHV EHFDXVH ORZHU HTXLOLEULXP XQHPSOR\PHQW UHGXFHV WKH XWLOLW\ FRVW RI

YDULDWLRQV LQ XQHPSOR\PHQW õWKH WKLUG WHUPôï

éï 5HIRUP LQVLGH WKH (08

,Q WKH (08ñ QDWLRQDO JRYHUQPHQWV VWLOO GHFLGH RQ WKH DPRXQW RI ODERXUðPDUNHW

UHIRUP LQ WKH ILUVW VWDJH RI WKH JDPHï ,Q WKH VHFRQG VWDJHñ WKH õFRPPRQô LQIODWLRQ

UDWH DFURVV WKH (08 LV GHWHUPLQHG E\ WKH PRQHWDU\ SROLF\ RI WKH (XURSHDQ

&HQWUDO %DQN õ(&%ôï ,WV SUHIHUHQFH IXQFWLRQ FRQWDLQV DJJUHJDWH YDULDEOHV WKDW

UHIHU WR WKH ZKROH PRQHWDU\ XQLRQñ EXW LV RWKHUZLVH LGHQWLFDO WR WKDW RI D QDWLRQDO

FHQWUDO EDQNï ,I WKH PRQHWDU\ XQLRQ LV PDGH XS RI PDQ\ LGHQWLFDO FRXQWULHVñ

DJJUHJDWH XQLRQ XQHPSOR\PHQW LVã
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ZKHUH WKH X VXEVFULSW LQGLFDWHV DJJUHJDWH XQLRQ YDULDEOHV DQG WKH L VXEVFULSW

õZKLFK , ZULWH RXW RQO\ ZKHQ QHFHVVDU\ô LQGLYLGXDO FRXQWULHVï 8QLRQ

XQHPSOR\PHQW GHSHQGV RQO\ RQ WKH FRPPRQ VKRFNñ P ñ EHFDXVH WKH FRXQWU\ð
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VSHFLILF VKRFNV FDQFHO RXWï 2SWLPLVDWLRQ RQ WKH SDUW RI (&%ñ WDNLQJ õæô LQWR

DFFRXQWñ JLYHVã
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0RQHWDU\ SROLF\ LQ WKH (08 WKXV VWDELOLVHV RQO\ FRPPRQ VKRFNVï

:KHQ D QDWLRQDO JRYHUQPHQW FKRRVHV WKH DPRXQW RI UHIRUP DV D PHPEHU RI

WKH (08ñ LW PLQLPLVHV õìô VXEMHFW WR õëôñ õêôñ õéô DQG õåôï 7KLV JLYHVã
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ZKHUH WKH S VXEVFULSW GHQRWHV (08 PHPEHUVKLSï (TXDWLRQ õäô KDV D VLPLODU

LQWHUSUHWDWLRQ DV õçôï 7KH WKLUG WHUP LV WKH PDUJLQDO JDLQ RI UHIRUP GXH WR D VPDOOHU

XWLOLW\ FRVW RI FRXQWU\ðVSHFLILF VKRFNV ZKHQ HTXLOLEULXP XQHPSOR\PHQW LV

UHGXFHGï 7KH IRXUWK WHUP LV WKH FRUUHVSRQGLQJ JDLQ IURP D VPDOOHU XWLOLW\ FRVW RI

FRPPRQ VKRFNVï $V í ìá áN ñ LW LV FOHDU WKDW WKH YDOXH RI V JLYLQJ w w  ( / VQ1 6 î í

LQ õçô JLYHV w w á( / VS3 8 î í LQ õäôï +HQFHñ VLQFH

w w  ð ò ò !ë ë ë ë ë ë ëê í( / V X X NS Y3 8 2 7î üóG O V V P ñ PRUH UHIRUP LV FKRVHQ LQVLGH WKDQ

RXWVLGH WKH (08ï

7KH DUJXPHQW LV LOOXVWUDWHG LQ )LJXUH ìñ ZKHUH WKH PDUJLQDO GLVXWLOLW\ RI

XQHPSOR\PHQW KDV EHHQ GUDZQï $VVXPH WKDW D FRXQWU\ RXWVLGH WKH (08 ILQGV

LWVHOI DW WKH HTXLOLEULXP UDWH RI XQHPSOR\PHQW Xí
ó ï 6HW P  íñ VR WKDW WKHUH LV RQO\

DQ DV\PPHWULF VKRFNñ ZKLFK FDQ WDNH RQ WZR YDOXHVñ ERWK RFFXUULQJ ZLWK

SUREDELOLW\ íñèï :KHQ PRQHWDU\ SROLF\ VWDELOLVHV WKH DV\PPHWULF VKRFNVñ DFWXDO

XQHPSOR\PHQW LV HLWKHU Xì RU Xë ï +HQFH WKH H[SHFWHG PDUJLQDO GLVXWLOLW\ RI Xí
ó LV

($ ï ($ LV DOVR WKH H[SHFWHG JDLQ RI UHIRUP WKDW ORZHUV Xó ZLWK RQH XQLWï Xí
ó LV D

SROLWLFDO HTXLOLEULXP EHFDXVH WKH H[SHFWHG PDUJLQDO JDLQ ($ LV HTXDO WR WKH

õFHUWDLQô PDUJLQDO SROLWLFDO ORVV RI UHGXFLQJ HTXLOLEULXP XQHPSOR\PHQWñ ZKLFK LV

ð w w w w  / V X Vî î î îó1 6 2 7 J G ï (08 PHPEHUVKLS PHDQV WKDW GRPHVWLF PRQHWDU\

SROLF\ LV QR ORQJHU DYDLODEOH IRU VWDELOLVDWLRQï 7KLV FDQ EH LOOXVWUDWHG DV ODUJHU
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Figure 1. The determination of equilibrium unemployment
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