RS

—=0 )l =B w9 090 (J9u Cowlow podiinno il s, 30l 31 colisiw! Calizeo ool (Il (! 5o
ezila L acgome S & It glacasbow Lol a5 €d 5 amsis 195 o0 Solon )l 310 05
o iano yd (51 513l cppmiinncs (5L 51321 5L 31 o 31 iiin Slasl 1 45 WS s 0L ssuslins
SLoylpl e (o (Jom )l Camliow o2l S 1 JUT iaron ably 430 550 il o0
S5k drwgi g (> o jlimmo prdlivmo ypf L)1l 41 (o (Jgp Sl D925l ST 4 ailine
ool o Lol g ad e slag pd Jolad 0uldS uSain 13l SBE 5 Walio0 3590y 50 &5 Cawl durio (Jo
Syl 5 (g b 45 000y Gyge SlaigTa byl (o lib sl oY jebmen abl a5k
3 (oS a5 L o SlaiBl 205l (S o gldigSa o gy |y LSO b Ay,
Ay 8395 30 S pal i 1y bawlbow 31 15 oY ed ©glad g il )yl wlSasl 5ol b3l Corrds
9 J) SOU o 8 5L @lygl )l 5L sk JBlas 53 plardl g (6K5L carwgi olml byl
9 La,l3k (nl 51 S0 2 52 oSl Sguw G S ol (65908 9 3 W g 9 L3I0y e G9) (2 A g
9 Cmd ) Al Ay 4l g2 ogm ST 51 (5 S alr (sl SRS b E S el Hlobie b
D55 (50 )1 (w32 9590 AWlo (nl 50 5 (oowwy uE SLBLI5L drwgi 5l 5 1S gl
g g (SO o 3L by (SO o 1L S 5L Gl S5k Gl 5L g 3L geels wleds
0Py 55k g Leslo y el



bl (6oL iolen e il OYlEs dcgazs 4

doddlo

wng Blaalay S g (SHLS anng a5l jone sl arwgi Sl 50 slajpiS
) slie o jy 5 00905 Bk 1, AT al> 10 55 (69,08 ol 5 &lse el
Jilie o a8 gloss sl il slos 5l oS galyd Lo sladl Wee (glog s oy (ol
9ol DLl 5l (oS0 Glgtean (Jlo (pla)lil Groni g Lo )l )13 1a)5iS"
Gk 3l Jlo bl el a8 )5 13 golasdl (Lulids IS ST 5590 0 lg0m 4ty 30
slatdl s Iy dsls slaainso ( Jbo @lin (avass 5 juas 4o e )3 hove S8 sl
ail (o mlis clio ez Ly g aims oo (20l (San Sl o 4y Lo
9 0392 Mg Sooga sl (o slasll el Sipl wiisu oo S g ) (o il
Sl a5z Gl 5 Sz 50 O (S &5 2550 e G alisy
g Ellaiil @8, .00 5 oo hled g yolita csolaill 0l g (IS oy cparass g
501 ® Sl 5 plral sloml ) I gl (els 45 2 5l (S S
&8y a4 Jole loladl o 5l e 5L (ol o baolys (i 5 o )lid) adaiecacld
el drgs Jl 33 (sloy9aST 10 0l &lge

5SS Sy Lol s aleym slaylil 09,5 53 4 Boae Jla slolt
slal jo agai 0y90 Job (gaimail 5 SIS ol jo ol SO iz (gauaiws
5 3 dn ik ol o Lagl 5,5 a5 ol Jlo (sl f3l 4 i o S
0,90 L comeails JLe slo Il Baas o jo a8 sla b bl ol 5o el (5l
39 Boces alauly slaoles 5 wigi o @8ly dlolos 3,50 JoSs 5l i <30 5L
Slie iy s o2l oy s ooty i lo Colb bt 550l sugend
el atw g ols 5§ SawelisS Jbo mlo arady ¢ s doye o Jbd slaoly
5 5505 (65loly sl alolddly g o suzpaiab sy bl B o Sy 5 e
Lol cams oo )8 LB )0 (o po alails bl S8 6l 4z ST ganadl ()l
Szl s o 5 ls 552 o il ool elleb o5 5 o Sisen Jas 5 5 as e 0
ol SSE Law Lo Sazm (nl 9 95800 w290 |y (2o Sauiins )3 9 J5I
ol )5 pol S 0je a8 3le oo 5549, Sl L) Lol



5 I Sl pofiinns o slalpl g Laols drmgs 0ozl (b

A o T g a5 g o ol 1) slacadled o baolgs Boes 4yl jow sl ik
ool g (Stanitish sl Beiio o GBS Lo el Sanaily o a9y AL a0l
iyl Dty aylo s Sl 53 Jlad Sl diged (2 yo Ao Slanwso 5 (]
o325 FaiS 4ol 5 sl 4 s 5L Vlab 5 looles s Sy slalil 5o
o=l o L slasls )k aiged ol adllanllie (il sloanjo b el 5 DeolisS
byl dslee alauly jottne j5boay a5 Cenl UL 4l (6 kel Dlao 5 oSSl a3,
o aigs s Lo Ly L Jsb 10 il &¥olis oo oS s _SukoslisS o
o glaalaly sl ;5 a5l ool o588 Solianusgs doryo 10 el Egrio S
poe Llt ol sl g o)ls 3 5988 jl )l (Jlo lasles 4 dily el g com 8
e Slail (oS anie el (S o) f Slasles (B 055> oS (26,
Obs e (ml ooy lasles p Sgd alal 5 (S ez ol 2 98l e e e
S 9 (S 5 (S0 i ficnly 9 WS (0 )y (s slac el (iSCn
(e a5l bl cpl JUES el s Jlo ) slayeiS )3 Ll ol (Lol
A gogas yiSu 35,5 Sl Sgw 055l slul da 5Ll (Yled (LS, 058 dieouncl
anwgs Cwas 3 bl ol (3l 518 sl (S LS 5 ploradl ploxl s g lacdlad
Bgbos B anng b )0 slayeaS o latdgs Lol il
S cel T ;5 ol axwg Sl o 6loygiS 5o b slaslil 425 ()
Sty W8 5 009 o555 (S Bee 5 (S0  eysiS nl ) ysie sl
ik slasls g lacudgl da)lid; alds” Jood sl Lol g laoles Sl 51 SIS g5
8557 53 )ik 37 wle e ol (nl 5l i danwgs Jl> )0 (sl )9aS o o
Do Slaz g ladhie Jb plls 4 bl> j0 5 JSiie e 5L (Va8 os>o5m
Jlo sbaylil asTl) laal g Lugy (A a5 098 o0 2acl clis ol ioeen
s> 09b 08w igel s wanled sliy) (Lo slamdl anngs anT B s sl oo
5 e slaylnl g Lasles 5 (LS 0,08 5 oe b (Jo pllas G (5 5lone 5 (95
(SIS le s 5 0dgi slaidn Sl @) 4 Sshane o sla il (Sl 5 ool
lay5iS )3 NS Glhes Sl (o5 )les 5l (Jlo glie e parass 5 (BB s



LS‘)L‘" Lg)l.\g.il.! u...;Lo_a u...o.mo)..L.; Yl A goo 6

Looles colad 039> 50 o 9 alo s slolile a5 LT 5105 oo (A angs S o0
b 89 oml e |y los S 5 oo oy ¥l (b sl lil 5l ooliul
5 lo s sl il (amass laojso L & sylexe § Gyl cnl caimo oo iy
L Jo sbaslib S dle mlaw 5o bl cnl (e (Soalon 5 Jolss 0920 asl sy
o 3l gl 5350 Jsr sloylilk (P £9oge 1o alia cal o 29 e Julis
e 99 (nl are) o (Sialon (s 5050 5 loym bl (35S aree 5o

R IR W N S SO

Jd (g1 cwlow sl i gleear g 5k -1-1

25 I Sl Jloel 6l rainne it sl Il S5 4 Jlb gy sloclnw
STleylpl ol azsliz 05b 0 aLBIS |2l al> o 0 (g slo)lil g laoles i SO
5 ool vl a5l BLS 5 mS 5 Ges byl 5 05l Jls,e5 s o5Y T
@ hl 0s el pdliolon] e sl 2 (o )i Clin laosz )z
15 ey GlacSl selucsli Jlo Condy 5 st Gl i 15l g0
Ay gy s gl (Jlo Jubd s Sabanly 4 5ls g ( Kok o (8558 Llys
3939 sarmgi Sl 5l glad>ye )0 Lzl a5 09 oo tsl v NS ke 5 0y
B g b Jissl s (g GlaSil le pogas «(5) 0SSk 0j9> 4 (pogas i
Sl slrosr la ao et Glalil 4 (S slaosz )l Sl 6)lF el
Sandg (=l )30, B A g jee (G0 Dy 4 peltae pd slajlpl 4 (S
2 B slaasbionm] e 15 6555k 5 g 5k wwoz slasl Gl 5 ol
adox 5l g JBLo smaz oyl (Brme g (b g (b g I Sluwie 05318
S lae g sletel a5 woa Slew slacsz )l Sl 6ln )90 slaadlse
el Jlo 6 Fabanly pal yo b (6l (pogaz isu

Laslilb sg2s 5y Coonl ngi8l S (g glaclow sl (b 5o
o e slatanlow izl g b 5o S tl (59 Suenl azly S Sl
L 00 Oyleds o)l o)Ll (655 canliws doje j0 saimscdle ol puie ol



7 I Sl pofiinns o slalpl g Laols drmgs 0ozl (b

e QB sl laced oot 5 S blos o5 (g IS Ceslow Ban 4 25
45 3 O)smo GlaigSa wlio lleed W) dine) 5o (edipaludle yoaie) S
Ol oo Bl aBls wgg (Ll Sl Sl el e g (ol Il e (598 alal,
Sy Boe piie plereas Jg ad e v 5 095 £ 4l £ todes jiie A 890
o S Glaeay 5l F 5 bl cwl oals mikhe Jo slacaulow B o slazil
Sgtioe ol ) 5 Ui ey ol 5 65 el Jgs ()l F s slasz )l 5|
Dl b obs Sl oSt )l So b (e U pln 2ozl cnl 5o
plie cod Finl 098 o0 6T 300 IS Canliw 345 (6,15 B)b odes sl 9l
Loyl byl a (e Jow lasals b glalais 6l Lad 551 ik o B0 b Iy
el gloyeas Ly S5l colo )50 p)55 mhaw o 1) (A5 0,55 (2 )
JRRE JUPRONCE IRV S BPTSY

S lacead mhaw J5uS oly ol Baa g oladl S lyiea Jg Sl
ortin ) g 4y o ol 3 el gy 55l ozl 5 S
VIS e 3851 Lol e plpteds (2, s oo 4 by oS 0,55
3 U8 9,0 Lol plw 5 655 0 SSb asljls yo ol clizl jo wnlens
polic 45 ol s s 5, ) i S gy po ) sloat it 3, o
o picsiome 7 oSl sl 5 (55550 S5 5 (5350 b 5 s a5l B
5 oSl S aiile (i S S polie b 5 (Kadi oanlid cu po cnl pogH!
olils mlie G 5 dlmod pos IS a5 J53l8 00 o Cod (00 s S 4y S 9o
15 o ol Sk 8 51 aae ule Sy gty 55 dbed pew 4y Lol
St il U5 o S g s S s oy 5308 5 g
ol 10555 0 stz 550 el Sl Gillae 5 Gl Blanl &g ]

S35 9 Oite alail) 0929 3)50,5 (S walpd 5 J¥s 4SSl Jodoay axsdS ass b
P dsm OFS S g oail o b )3 (BT BLS 5 5 )98 9 (SR O

! exchange rate peg
2 Mishkin (1998)



LS‘)L‘" Lg)l.\g.il.! u...;Lo_a u_..o.mo)..L.; SYlae A goo 8

b5 (=l 3l ol 5o Jom OIS Celow el 005 )18 (Saro slajpis
ol oo s iy slacnlis sl 5 s sl | 55 55008 gz e
el ;o oy )55 Sl sl )55 T B0 ozl Lol sl 05510
S )l )18 Laceasd Conll dine) 50 (Jon plie (g3l seas g )95 Sam Blad
586 sl Gl 5l ()l 45 sl ()T 30 055 (5,5 G Conlws S5
Oml 00 s 90,5 ey g ol o o Gl g SRk g p8 G alal
SL caiS 5l i e K00 O )ledy aimd oo S I, 995 Suesdse ozl
sLolis g adye pindllasl J)pon py95 IS Bae Loz )l wad S9 Luly, »
2 98l e e 5 abi>de 3550 1) (o wdgi wdy £ 5 g, g (Sadi sl b
Olsecas o)l )« o Gl Sl oz lr a0 YL IS Cils ) 4
S ebw a3 5 50 Blaal gy pl jo0)ls )8 colaiul 8,50 Sgenae geul S
S gledaa 5l (S Il g glogl g lulid s g ol (ggiiz 9 (Sl I
Slosas slail ol o a3 )3 Jai o Sle Bow lgicay wanl Slaal sl 5l 5 ol
Ol oS el ciahad sue 5 Slowebll g codlad g el 8)lg céla ) cpl o aS
s> 2L 5l YL slezel s g L bl Gl 130 g 518 3925 3,
2 05 s lilac 5 ] ok CanaslisS 55 51 g, ol 3551
Bede [en Jo SIL ) 25 S 0szly e 4 ol
4 el o3V (Jg )5l (ol lacgz )l aie; 5o Con 5l
5 s olrTcln 0j5> 40 i ans b oS wlFan Glual iss s bl
Ol 0sl)s Gl e caads j5bay Y Olet (6,53 el a8 5 18 oy 9550 (55
Gyl 20 ;S Cslis s med (Lomsaily 19) Jg—omo Lyl 0 0 a5 S oSy
e 5 il lojen g0ty |y slale i qlio 3T sz 5 Jis gy el
S (Gl E 5 J28) olaidl > > jidu cons ailfan Blaal (s O jledy 0505

)la GLQULM.D la a‘).o.ﬁ L(JjJ M)'c/"]éf C).: RV J.a.....u.a WLA-A.AJ) ‘_,_’JD‘.) ‘513.' U’“"D

L impossible trinity
2 Khan (2003)



9 I Sl pofiinns o slalpl g Laols drmgs 0ozl (b

Clas aS 098 a8y ;5T gox B j9iS (2B slacSlop 5 e
$SB 9o b (Funbow Ojg0h 915 (21> slacSley 5l SIS Ojlear b by
155 4500 aST Cllne ol s wlSi Glasl i s slSal and b e 5l
Jis |y (U 452l 55 818) Jay Jlab 3 Jims ol b im0 50
e Jos i sl g s 5 5900 5 €55 Jinn B L 5 5
3 o] B 55 85 55 it (53 Al il e 5T (g 5 Sl
Sl 1 10 el (ol ) all) 99 pmend il sl 5 adye ol
@il plas L) 0528 (o 1, GOl D) 5,1 25 ane 5o (et Ban IS el
Fom Gl Sl o p3 Pl Sundg cl )3 a5 (Al 03,5 iy |, jolid e
o Sl i ;0 a0 )90 3l 5 99500 Cowd 5l (g ad 8 fo 0 £ 55 o)
A dals e 1k g bawsd (g 48,8 fo e 5 ol wlaw)
Sg— oo blacul 595 pl (Cawaily j0) alfaw Blaal saxd Sl pac as )3 5
L w5 ol & ol s BB aio B 90 0 J3m0 )3 sl (512 45
Sl s sl ey ol el ) Lol 15 slocslr o3 3 53
Jg 4,8 loyge 7)o )5 Sl [550 Baa K wb ()l cles 5l 0550 Jbo
S92 5 sellae nl x50l (2l Bas i a5l g5 L B Sas st
oladl jo Sawaily oy, 5,50 0 Alaw Slawl sass el pas 4s,8 4 Col
5 .hk dl e ey doan SawelisS )0 &jso (nl e )0 S (oo B Sl
=Sy Blacel codss dacsls 515 ool ais) 10 35290 55lol sla ] uS
o fopn 75 Slp AlEgs Blaal Culad aiwey cpl jo gy cp ool .l pdy Sl
oS el (535 50 STb oaiS e Shcdleo b olyen (lojed Ojsods )l 255 Uy
Slaal ol Glgs oo comizren ol )5S 4ldS 55 (635 10 (NSl 4S (sege o a3,
$la,5) () 5 s Jle slashil ' o o s Byb 51y (5 5
(O JUal g 5ed5 53 dalo oo 29,5 59959 Cadgazme (rmgh Slle 351 (5390 (535
Sawaids jo s cul ol 09l co Jol> giwlw dgeim;y ol 5l aS axsl .S le e

! wedge



ool (S5l s ransilis S lie dcgone 10

W5 S 3 I gy K

Jst 515b ang 1-2

Lol dnwg ot slalpl 0 (S g slocanlw sl2l g (2hb 5o
S Sy e A el b g 01 51 ol ol g w355 ¥l o
olie 5L o jaes jo aS asl atsls sgg L S Bl Sl )l o slp
Lolis 5 asye Jalge ol andls jpho Jd &0t j50 5l gl Lol 5 450
2algS (o) 890 IRl Sl Ceed g E 5 gl Al 4 e pll s S0 90 5L 5o
die) g 4ol atedan (Jo )l Cwlow 5 5 )0l ik ogg b s inla 5wl
2,5 wale lay aSovius ol 2]

1 Lol Gy b Yl o) bl ol b 5 cdes slasle Sy 5|
polic o)y el il Elolen (gla anlljgtosd 5 odsbiipm 2395 5 o>k o b
Sk GYLad ool il pgus po 185257 Lo )3 a5 ASoles 3l yo Lol )b
ol oy Sl yotas 5l etz 5T Sil iteas oSl o s 3L o Lolis
Sluwe 5l oy aS asties b1k ol 15050 L Lol sl oo jlodiay 039>
SLacs 5 (sol slaakanly 5 (VYo (g liel slaggare (Sbpe Jboy Js
S)50 > A5 W8 D92y 1 (g IS ke S i b Fgaie (Jlo (5,15 AL
Ok, b lsk evws slalole (Eams WSl codwns lusliin lgicds ailes oo
J=2 5l s0 2 3 aS W ls iy 5L ool g LU sl asye (ol 5o (oo,
5 bt Gloal 5 Lacoslsl bl 51, oyl ol 5l S 2 0 sdes (glacs b
Lanles bl gomy sljezme 900 b aiz n

Wy i Glplolail ) gy sla)lih dang glal>pe g (G955 Llpd o
S 8 0 Sl e s Lol 2 el 5 gt bl sl

el 3 Sk 5L oyl

! Federal Reserve Bank of Richmond (2004)



1 I Sl ot slo 5] 5 Bl axmss szl b

3ok -
BTt UTI
oy Sl e 3k
13, ol dygmd S ot I -
o2y bk -

Syg— 5% o5y A g 0dd S5 slalil 51 G e e ;o (oo gdgs aslsl e
RN PEL B IRVRE S N PSSy -3 51

S o B w—*—“L‘ 55,0 & @bl L 1381 Jlo slol 51 50 156
sl 03,5 oy gaeoucl 5 (o) JSb (22 (SOb G ik G 9 S
5 ooyl AL LpaSd 5 (Ylad ik 4 el o el I3l cawilels
4 y5iS g)l Jhl (Bocez 5 padsy JSS )0 5009, VS 5 Jelse o5iga
Gz g SHhaz g (SeeS Ll b pelS jhe 4 Soop Bl
5 = OV S L o8 g ol Sl 55 50 ()9S Ten 5 0ud )5 addS
Stz )l oo Slilee b Sl dg e 65l la)lil ls 85585 65
S s 53 &l Sl e Sl 31 i 5 )b o S3lelen @903
e 5 Elan 513 dni 5 oy by ol 1 o (ol 5 3 s
e e b 5 ool (sLa il S s 5 plesl my s s 30, ok
Ol (el (Sl 5L 90 52) GLaSs alolae lacd,b ay axgi L sl oo a5 o]
5L e il S5 el oSl Lol g pleol gl b 20 0y &30 ol
5 Lol G ooy Dogot (858 sl )il 5 ol vl il 5l (S e L
O jgmedn (U)o g Laakauly olulid L) ol blie )5 Blyo 5 alauly ()L i
Gk 3l sa,lil cacol p3Y ol g8l ol daled wieigild 5  pailele Blad
Sy 015 oDl g (ol b azos iy i 1, (1 s o) s
ool hL (oS ads Baes) Jhl saass né oYld lawgs )] 5T Odleles
05 ) )l SaiS 15 ¢ oSl ¢ bealawly 5 YV lasl o35>



ol (6 laSl ioles cremoils OYlEs Acgazs 12

ao e ;0 sl il sl il 5l s (So a8 Lae Bl ik aney 5 6550
G il &S cal Jlo 28 U 5l Gm 4z ST g8 00 (BB Olnl sbasdl o g
OS5 el 00l (6 e &S lie gl JLasl 9B gl g 3l Hlil (s
&S laee 3l el .cmul oaids )55 0 (BLS e g Bes 5l 3l L 900
3s) ctgs slacsy (Jlo el e 5 1, Jain g0 adgl ol Bam s b &
B (555 0 Sk s (Kol Copae s ik (BlAl Kok i 55 (g
5 5o S 5l b i b 5 oe pybies 13l o 51 obial 4alol Lol el ouisiy
58 Sl 5503 S 3l Bl Sy o ) G Pk 4 g Slaced s5lula
5 >k GlsTa 45 L Grizen 5 adsl L e ol @Y S Lt (3] e
Cansg 3l L o)l g b)) sams WSl ¢ 3l gl Cad 4 wigd paibeles
B ool e 4 gl (ol o eSSl ssz e Laalyh )0 sl (Souks
305592 55 Wl sl cnl Yl &5 el o ol ol 31 gl Sl Anmagi 5 g oo
Loty o 5 oSl o G jlae g qulio yo SN aloy] 135 1 08 43S ges, aSSly
o5 &555 Lo Ll g (a5 oo oy ol B 51 ol b 3ol sl ol 5o oS
Byl QLo basgi (Scuads o 3 (nl ol pgm o ez 183985 51 (5 )lomn o
aS 1 radly andls ) (sl e walise Sy 51 BB (958 5 (S o 51 )
el 08 0 p00 E 5 adlar g Suge 5l jee g el Bley o Bl Sl >
5 Sty ool S35 T (655 50 STk 5 (5 58 os 4 o5 Lt Gl
ol 58 Bhsl CobeS 5 95 e S ol sl ples o Loy s pdyais
S b teS el Bl nl 5l gy )b Send g £ 5 o aends g Wigh o
i oo a5 5 o5 s olen Sy Vgt i) o S S
Ol Bad Sl @8l 50 (655 50 Sk g Sdgo 3lgl Ceod g E 5 el pgs pe
e B ey D9 g0 (635 e SOL 5 2go slacauliw 4 L slazel 5 Loel
BB 655 70 SSb g cdgs il sl Sl (Y2 5 Jelge a5 (5 5 Caed Dglis
Il e b 90 () glacanlow S8 g jLael 51 1L b)) 4 wilgs oo gl oo

1 BOE (1998)



13 I Sl ot slo 5] 5 Bl axmss szl b

Jolss e plonil s Lag 15 g Lajlpl ol 0gd o (Jgy sloceslow 2] s
o=l g o9t o (A S el jLel (e 51 OL b)) s LIk L S el
Lo ol oml adss 5 jo4 (sl &5 )L 3yl ik (pilebos 5 (6 S5k yess
sleas b e \lis 5lhgl am) jo (gaiaigild g JYaiwl e 0,10 pl & 9,0
el Golo 55 (g0 g (g3 Slasbe g lasles plo g (salows
Jo 03s) e p) Jo lr s slalib casl oY 0ol 3 65k 2954l
Sy b sl 09 bl (JlonSy 25 o b Lled) Jloie Sy 5 s
S (slaadidy L g pasie s b 0olal O3 &0t Ygona 33, S )
3 osliil )50 oSl 5 gt Glajes plls g, (b SYols 95 sl
S s olk Lol ad S aalss 18 o) 9550 o Gla i )0 1L (nl 0 S (o
334 Sl 1L Glod (JLocSy 12STam b o)s, 003L) I 5 c0)s, diz e
5 YLab )l 3925 usSan S35 5 92, I3k Olsiecew B)Masl baygnS 5| (g b
S 5 S 5L, gl 45 st oSSl ity Sk ol ol cladb
SSb e Jom el oS e jIL Kas ) il 4 S lae 5 b Slad
YL 5 sl52l a8 ol lisSay s DawolisS I3k oS 55 sy ce Joosd e o
g sl L (Gl blial b solain] o SawolisS (o as” ol aulie) oo mslio b
b ol @ plejen & g0 alauly (90 b alawly b cseolisS Jgy ool (Ylad
ke rl S (Sl eaiiSad e ate (5 Glsiear 523 (555 e SO g e 05
ol L iz oSl slails cao 1) 3k (K 05aST L Sg38 39, 0k 52
Sl cm e 5 i L (JLojy (L L Sjgen o Wl e Ll S (o0
S 9 ) o= Dk S hled 5 JS8 Wlgh oo @2 5 398 (ailele (635 50

SEb as 51 wgd o il K055 b el Lol By (655 0 SSL Jol)
Lolul pgs consg 5o Ll wls glabauly 5 9me (i Sdugud 9ly Sloicas 535 50

! real time gross settlement (RTGS)
2 overnight, multiple day, and term money
%repo



ol (6 laSl ioles cremoils OYlEs Acgazs 14

oSSl (Lol Byl (635 70 Sk g 9,5 (0 90 (635 10 SIL L Lol S el plod
b ol QYLsd a5 09 5 e LDl (5 5L 4 wsSae 35 9 32, b & )be

3l eite b adllas Glygl plw oS las Gligh (mlls @il (h98 b (alasls )3
2hlS e (o 5l (caiiio 090 S| ey wsSire g8 b 45 g e gt
(S (o2lie) (35l oartg 3 jlaisl ol )18 ol 4 ((osSoe 32)) WS w55k |,
Tsasee cadgl 13,153 Lululyy sl cnl a5 Sloj 5 958 o0 3l g, b 0y ,550 olsl 3
92 3k oS ol 95 oo sSan w2k T 4 g oe a8 (Lol ol 4
Ve ool e . s " .

355 o0 JSB Glygl g B g s B slasle )l pulslp el GugSiae S92 9
SYolee plmil sl 59, e Ol osliitl JhL Glaisjse Jou ik o ke £53
oYL g Lald, b o, 5 o )8 asaud 0550 lojer Sy pllas LIB jo a5 ol
5 ey pllss S Lol 5l S caiies eSil Jsl oo s 50, ol Lol
spas BB s o gy 1) (Jlopt g (Jlo Dlanslog lasles 5| (g s g
05953 )ik & ooz lasl 5 (Vb 5 s (2955 5 oSS Sl )0 a5 ol
) Yol aegame oz JBa aoliso 1958 apgm 5 <5l lajen o5 isd
Sl Dels alez3l) (Sb o Sy slacsloy ans J1 8 eud g yildey Cod
St o Lol POS 5 (6 lel o 15 aygus dacSa 3L e dygmad (Sl
s clacls 5 S¥olos agms ploxilyes o SOl pllss G,k claolSing 3 g ATM
= gl g g SBloy alla il dcgeze 90 yo JBlas 0,5 )18 enS
it S Mt i Wl oo B S SOl e g g 0L e S5 g 5
i 53 595 ool Yols agus Tt B S¥sle e sl 55 bk 5 595

L Lol logogarge slacbus Goyb 5l olo)18 (bl sligo 00l iy o3

! Federal Reserve Bank of Richmond (2004)
2 Cyree & Griffiths & Winters (2003)



15 I Sl ot slo 5] 5 Bl axmss szl b

Syl oY (T adlol Lol ogs a2 5L L by (b o 5L Goybo
g5 o3y pls pae oSSl ogh i85 155 59, G St e i s 58
L Plas (S5 By (LL BTy 095 59, G ooliiwl 0590 S gead lion rgmd
Ot Sl il ey Gl wsl 03Y ()T 2 (9381 aims alS 59, Ll chies
5 oslizl cgr YU slag 5 b g wnles 4ol 63550 Sib 35 (ol 85,0 b 5,
S o 1) S 4555 0

i 5l az 13 ol ol 'y L o 3k asgerme o sLis 90 I3k 3T
ball am i SN SBlo 3k 090 5 @lie S dmos po BBg5 (e
lagsnio Uy il ool ozl pllss o st aSST cols 51 oK el caalis dlo pus
Dgs g gawaib Jou L CIB o el SOL ah Olacwte o S Il
ol Syl 5 gl 5 Slske 5 S wszlz 395 Ll 4 ) ik g
o jelaie (o p ) 5o 2STE g (e o) pllal Gl Coles 6l 5 e
5 0ls5 35S )l Ll -t o 4 35l o Lal il (BB jlade (ren el
o5 il sl (sl p3Y Dl 5 (lyd oS 810 g8 (IS Jlo el ol
5 JeLt o8l asieo s » BL T 51 Sl SIS 5 5le 5 Jlain 90 (ilsd g (g
hewl e gyl (g2 ply S jlene Colopn il cod )b b cliste 945" Jalie
oage ) (o) (o slaply c3 sy ST 528 SOl alS Vgons a5 L]
Co 035> 3 995 (S9-i p (Rllae SSL a5 ol (gLl &8ly 5o e L el
TS oo 9 3k cnl 53 1y 095 (Sl sl e5; o 8 by

J92 25k e 3,555 @59 56 plaie s ASL (Jlo )L Lo 23! -1-3

el 035 ;550 (Ga—w by e (SOL Sldes 538 DLl 51 L5 La.au &l

! mortgage
2 Batchrarov & Collins & Pauw & Spencer & Davies & Hani (2003)



ool (S5l s ransilis S lie dcgone 16

03 S Jo o i3l gla uL5T slml el il 5 g oSl 5 o e
g sLag 5 S o adSS EMgeas l pel slazog 5 Ugo iS5 I sl
15 00sil; Lany 5 poogas 2ol g Jsinal o 08 jlas wolliel ool Lamass
4S5 (5,lSSb wuaz sla il 5l eolal asels o1 s yg38] Ll suis  SOL slacdled
Gl o a2 (gl el 009y (5SS Glags y5lyi aoye o3l sloars b
Loy 9o ISl udlin b (ngi sl lail anl 3 15 sl 005 d9ae ol 0l
o sl 90 58 mealie cnl 5l (c25u 3,115 Lans ool 009 a3m 5 pile; el
Iy Jb sl ge ol Glbkil g ool Jbo slos,ge o cudlads pas 4y jorie LSS
59 Gloygo ;o O ol sl 00,5 Jlets Madlin slaasg, g oo lasbiwl b
e 3 Al o 3 (S Colled 5 w008 9,0 S (slaall 035
Hedlinm sloaogi 5 ol he 090 Jb D) e ol 48 5 15 ras S5
@lad bl o )LS i) 13 (698 sbraross (( Sb glacaled ;o cudlad o)l )0
ol 5 Sy Lot lid 8 S| (5,5l anmst s o> ALl
sloc s ojg> 0 13 aaoSy (b a5 cul guas OV e (Ko lacd i
Sgdse S i) (pl jo ol oSOl i i S el sals ol SO
Vel 03gy Jolazal by
e ey 31 SLln 5 (o ielS5 SDlages YL e S5 51,55 (slocSSl
GYL Cos o ollo 51 oYL s ys (50,5 pae sl yo ColaS s (8l jlws
Loialfs 51 plite] B ik 36 s sk 835 gy o 5 i3m0 Sl
Wledlbl (5,5k8 b SLsll o Kuudi g B)las g aolie o poe aiw) ;o Jlos and
s 25 gleaiz gk g 5o 5 Jd )l o5 ioslhae Sl Dless pae
Slr 69iS ol by S 4z 2 &5 WS oo bl Cundg nl s Sl
Sl (55950 3 3G pl (5900l 0,5 (18 1S Jerws o LSOL Jb Hlisle #Hlol
plel s sl (- Sewe Loyl Jlo Jlislw Mol 5l i SOL (g5le sogas a5
a8 led Wigh (pogas Aol (w395 ©jgoh aziliz g 09d (b))l e3gem (sl

! Bank of International Settlements (2001)



17 I Sl ot slo 5] 5 Bl axmss szl b

sSre ey 4zl 4 a8 ool T Jlozo sl 0olidl 3T ba a8 damy yo o5
L ooz Jlo slasls a5 canl (55958 dialy ol ps i (s LSl Touma
S la =)y 9 )P b g Sl aST Wgd el (655 50 SSL g 9o il
LSl 50,5 50 sl alls 505 5 o slopmadss b o gl 5 acsil (2dgo
g Loos s don 500 L ;503 g9 jl g 05 LS ) Lol Jle slas 90
PSS xS sl 352 ge by wline Jlo slacensy polas 5 555 5l daply el
ot g Cacsily il a0z o denyr o olgg 5 ol g 3yl 0,y 0]
Sl (65950 s Klood ps day g Wply o

il glitoe 5 aiosiie baid &5 oSl o Jislo 25Lol slaolys oSiis
g5 Sra g @bie Copae ;5 5l ash il Sl (55l pogas 5 Jbo Glao)se
il g e (o iadlys 4y g dane pladl Sy Ll ol 5 baoSily Sapaks
5 &b (gt sl Y slacdsb jlogz g Lulyh o 5588 GlasTl 09 oo
S 395aS | (i s 10,95 (S el 5 (S 5l Jlo Bjlas
L i ) 3 Ol Sl s eaes it 5 Cu e 5 (ool (S5 hed
S48 Ot | LSSl M 31 (6 S0t ot 0)l300 el o slo s i
Tl Slages Ll (6l oSl a5 Cel (Vs § 3 DMt 3 (o0 JS25
@l slacawlus JJoar b g aims oo 13 S5l ol ie LSl o 065 b iin
A8 5l LacsSl (gilule ) oS oo o) wuao 4y pladl (g i (1o Al Sy e o 4o
A 10 LacSilb Cu powe (s pdicadginn bolren 50,5 SMged g b ol )ls 4565yl
S LT g s e Glad | il o (sloc ygo daid 45 (Ko 3 )lao 5 askio
cils aalys  Solel ool o e o 5o aSb wjlase 5,555 | e cuadl
Jom Dslate slalil o jlg olsl,8 wie @,k 5l (g pdyiadgins 5 el (arsis b oS
WS Joe 093 Jlo Slagad & SIS 555 0 (g b3k ol p g s

i b ol Jle ol 50 olSulr 5l IS g8 (1-1) Jlogas o
Lol a5 b g 5l aSil o il 5058 dnse sl 00 ns 3

! solvency



ool (S5l s ransilis S lie dcgone 18

LSSl JLasst 5o Crame Sy po b S Lo (3ol oSOl (2595 08 g dBgae 3L
S (S S5 g (Sodo olSolx 5l 5500)9% 52 b ;K00 g9 5l 5 s o0 I8
2083l sl ale 255U a5 anlys ol la s ol Lk &
L olyop) ldllas LSl syad a5 @l Goyb 5l (53U CoteS b slo oo
257 5 S et g Soled (en sadg Slaie 5 oS L0 LSl san
Lk & S Soe slo by, ple 5 (3 g8 iy (B9 3 e b (2l
oo &S jlie lhsl sl slacsSl s (g 3l ojsl Jesay Jole pladl olls
Sy haid 5 alS ()l 053 ok n o 1y Byl (nl g wales Al LSl
ol el yos ol o o s 03025 350 45 45 A4S 0 |, 3l ol Al oo
Slo Coodles L laacs ple g os o des (50 o ol)ls 5 idigy aolsl s
pls )3 Cugas olsl )3 die 4y omie 3195 4 Wos s o g Laply (ool dnno b
JSa s 5 Dol e plli 3 Cuside Sl e an] LU la Jle i
050 Sy b ey 5 kol a3 50 3l lacSily jpee Sl wBly 4o lacsal e
S92 0 Joles 5 Wl JL sl Ol lacsSl Ol 5l e &S el asiine Sb
209581 o aalys wal B oS lugogas Sln dine) i nl 4 g wials>
3 gameo 0 L eSSl 09y lgaunl (g5 oo a5 Cl Ml 0,90 (ol (b 5l L oSS
g Laaslom! ol Olags Ll g Jg slaylil 2 999 40,008 plle Jbe LSl

A dbbgy o Il a0

Jot yik aliso gl yl5l Sgu & 5 -1-4
il g oS 39 plonl laigSar wbioe waloyw 5 I b3k (o Lol
B oo (o 51 5V Soaly cslo il 5o 5 Jsg (JlocSe 25) onasliss
olaidl sao3l gove Galides sla )il 5l oz 5 ol et Zlzeial 5ol #l,5e!
e D90 SG e yeiS adS o Jle hyaeln sl &S 298 o0 Jol> ‘Gj_‘,
o)l lgd oo Fate sloysdS olatdl o (205l (donie 4 Jle plgieds 05 o0

1 yield curve



19 I Sl ot slo 5] 5 Bl axmss szl b

G e slayil b et S sl o Jle wbie (205l 25 T QB 3 a5 o8
5 o Sladl ool gove jo gy cpl WSl 0sh o WSl 30610
Sl 5 o ¥Lab ) Sy i ol AL 5 o 5 o
B b 5550 Sl 5 g iy 5 o sloenlin 5 S sty ST (sl
ol b sl il (Y sla Sbsyl g beuglgl 1 v (pl ol 5 CoS .l
S99 .A_QOLTA uul_i.u‘ A_J.\_m.b.l.: 5o ‘) ng.,‘_wL».w ‘5).»».\_”5‘50 9 Lg)lfd._’l.c Sy9—0
Gl (BBE 0524 51 lid oIS cenlaw gl by cove (pl jo gllasl § (iS5
gllaiil 5 ;5 snua slajlinl (e 9 (g sla )ik sbml &b 5l (Gl 5l &S
a5 3,5 0ST aiSS opl p lgi o Egamoyd 03,5 anes bl o ploedl 5 Siwgn
g Lol Byme g Laylih anwgi g ool )b o o slaidl o203l cows sbml sl
e se (A HgaS slatdl slaca gl 5l ok cnl )3 culiie g wax slaslys
5o me).s Q-l‘ D9 oo Cl).ﬁr.’;.u‘ Lgast 6&6)3 A B yre a5 gosxie slalsb 5l
byl o Lol g adye lag s Jolss 5 (55)9lkr 00isS uSaie bioe Jol 4250
G35 Clis 055 g atels 3525 RSy @ ol cnl bl Lol adly abgy e
by Loyl ool & b gl Gavass 5 @, oSl 5 ik o 059> 55 ,bU plis
o=l &5 Capae g JLab S Canln (Sl ly )3 (Jgtne slasles 5 9o
Soliain slag 5 (S bls ) suupdaw 5 ol (b ojle co m2l 3 1) a0
Slo sl il o gliScilow cwlol Cdlas dlox 3l sasxie o l5L 5l 7 y5cins
ool 95 an g5 b Logae b5l cnl 51 S5 2 50 LTl ool pedans s sl
352 ol 2 e olisS sla Il a5 5l j2 0,8 so O g0 S 5 o) odes
P gm0 Oloy gz i Jule 5l (b y9boar 0,25 o0 )8 Aolo 5 alalne
sle)lnl b S o 5 epds all (628 g 75 Gyl wbe il SLSS
wdld Sy Ol y S ) Sy jaiie <ol 1L e 0 Aol 890 B
00iiS S o Foena b ldem slo ildig 31 g 10,85 0 b (Gl pas S,
9 ) Glasles 5 Sluwie 3929 (sl (o Zunl Sl 52 50 Solite slag 5

L arbitrage



ool (S5l s ransilis S lie dcgone 20

Cellad 055 55 Sluwie (nl by )5 soole (285 Sl 9 Sean; S ity
Sl Jlo sLaylile (b Sl ot dayfil o Walen 3550 a0 sl Il lagats
P et (sagee gl g dobs aijo ol 4 Sy GRalS G5kl plodl e o5
S o SaS il sla il

55,0 s Jhle yo )l g0 aenl gl BB olane 25 50 51 L o5 o
Jole 5ol sla il 5l (ST s oo sl il o 550 &5 oglis ol STk s 550 5
bl 4 ol (e bl Lalpd jo 5 VG jlael wglad b coli (g5,1 pllas ) 09800
ER) spre £5 99 gl saclill o 5 "ol JLSs )l 5 SIS 050 slag S
Sameatly 5 DaeolSS 0t &5 Dol Baras LSl wlioe (S g 0 ik )
Wil andls )l S s s a5 58S 6] pllas &S (g0 il Sl sla)lil
Olyreds S92 dlgS 00 st jgrpe Sgll e 50 4985 (65,1 PSS a5 LS5
s ndcdls) Olb>de b) (pod b o jsbar b (g 4 6595 azliz ¢ Jls
et Le o8 ctls [l plsi gm0 0T 50 8 Jlis 1T odly 51 &5 Canlws
5L ST s @adi slag 5y (2B 5 S5l (ST pye gl 5 o)) o gl
L (st nfly 0yt slog 55 51 g3ym) <l 1o 4 ol pdy 2395 uSinie
o J=8 0t slong 5 ST g, 1 b)) e o slolil g3l Ll
FB g Jb ey E5 Soli 4 Loy (b3l g Dslas o4 Laecnlay g salss
T 00 et g 03,5 I (6 210 (Jle slalil 4 (b wlie (b y> G5k
Bg dle> 55 A sla b o 0,0 S

S i JolS 55 5k sl oS o e e 3l ST sl I3k 09
el 55l 4 (golazel s bl e g wledlbl JalS 38L5 ol 2 (lacls
slabl Ybd aS oo Lne cpl @y cnl Lol 09l oo (358 (o20L ) alail) (9,55 poay

! spread
(covered interest parity — CIP)z.cig, o 4 slag 5 6 i o o slosll 1o o8 cad kS ot ol
255 0 )l8 o)Ll 59
3 real effective exchange rate (REER)
el 59255185 sl S 53 )15 5 JBS )55 gl (53 S Blodd pogiedy 40d jebay Cesliw 0l



21 I Sl ot slo 5] 5 Bl axmss szl b

ryas Lol o)l an By dane (5,5 W 5 Laluso (slawsy, 4 Coms Jlo
35 el S Ll iz ol 4l md s ST elacianss | ibs,
o Gy s G b 51 |y Vb 3B 850 5, ST I3k 5 05 il o SIS
Sl dol s culls g S50 1 Il asle Sy (2l o0l el 00,55
Sl ol Sl 5l zg )5 1 g 008 adsu 1) b5k (Jbe eyl 5 ol a5k
5L ol 0 el iy byl o caSST Aol el anlys pisbiobin! I,
sbaylplanlios (o iu o5 G055l Ll o8 50 o5 098 00 glyZeinl &5 90
AL asl oo B8 pme ctslo yoo Sl A ol Coogazs 4,81 g ¢ pdgy Cons
e o £330 €A 1 o plls Jld 2l Tl T sk 51 e ity od
5 JSiie e sla ik anwgs o lil (S czge S g 035 w2 1) (p)95
23,55 e slagil>
SLal3k 53 0 5 (2 e 038 eni Ypol 453 sl L S jLie gl 3L
L L)l o 655 0 Lol oSSl S d(canl w595l b2 sl j0) el Jle
2 500 0 L GGk 5 e el S pde g0 a5 S8 Jg sl
Jds Cope 55 4l 5l 5l 6T ol 4 SBolane &)l L) sl axsls Hlas
PPN SR NYCIN ROV S N BTN S B O OW R SO
Jsieped (6 S akels g plls a5 ol (1253 0l 599 Gl JdS (ogs o
aipp (p S b (oo olal ) (Sl pom o 9 Jyore 18,985 51 (5 ks ;0 45)
s blio b Lany 9 YU 4 dnlo o dns) poo b Vgoma 3lgl (nl bl s 9 (e
1S 025 o0 )13 2l 950 adsl 5k 5o IS cenlow Jai s )90 G 0 y00 5 L el
5 Cmlsl bl (Glizie Glase ;5 L) ik 000 255 Sloj alamdd g alaiie 2 30
Bl g ol Saed Sglis I Jol> £ 55 4l g IS 5 gex 51 LLL YW (L)
S E 5 g el SeerB 09 Sl 4z g L oS el (o 095 0 Jol> (Bl
3 A1) B oyt 55 ol i i 5 (ol nSate Bl slagnsS 52 45) Bl
Bl o et joboay Gl Gl ad (L Y8 Dolas 5 o)l eaglel polae s
0diS pSaie dlgl i pgd S gl 5L 10 B i Lol WS o T pgd s

L uncovered IP



ol (6 laSl ioles cremoils OYlEs Acgazs 22

2 Dyge a2l Gl jghe by 5 4 Camd Sk )l o E55 i 2 (63|
e o zlFel Sglitie | gl sy ulowl o g Sslitie slag 5 o5 ol
oSxie by Bligl il 5 ol o g5 45) il o0 55 S 5 il T popdle
g g0 il g o)l 5 oS (clacanlons 51 3k slaglad 5 UL 3 Lt (S e
Sae 658 Jom 3l s SO oo 3k b g Sk e o0ls et U3 Ay
i i 1 ¥olie 1 oSUs slag 5 oS g oo il glazinnis b 43Sy
gaus S 18 Sl S 3l glatdati ax o Lo ol FCE RUPTIESTRRS vt bow
Lo s o ol el ¢ Tl il Jle YU Ly oyl Coms &y golazdl Sy
Sl 8 adie el g 513 4 LT 5l o oo g welais | g5 5k o s 0
VY3 335 gl ol Ygoma 5 ol 413,5° JS 31,9l Suma g b g Sige 25 sl
o slag o 1 (el gidr L) ol oo axalis cilel 4 eSS slacsib b sk
bl Ll ogd oo (2l oS L (3l slag 5 ailen S 25 a3 A 9 oS
sloag =5 W wedoe b))l Sl 5l 9,90 (BLol (Siall 8uiS S5 g5 I3l &S]
bl Slikos 55 55 5 S 5 o3 s (S slag i o o2l 28 ol oS>
5° 93 loamscdle ik cul slag i %0 & jle 4 S (oo Ll Lol SDlgs
925 )3 5 o (SPread)ogles Ysans 2980 o)) Sl s Jgy 315 Slilac
) Lacsil oy 4 lil baee (Vb 13, fib slag 5 Lo b sl Sk )l lag 5 5
FB S5 da 5 (AE (G5 5 S A (o T el Sl LS sl o
23 g By S Celins
P 5 SBloy palz U phe Slange g oSSl jg, o e e
sbwl Sl 8,50 e cawls 4 g dcnho b SOL Cogac oo )13 bl s Yeoss

! duration
2 spread
Sy o dld 555, 1 j0 aF 55 o LI s 4 Mol (dOWN risk)sl (golazsl Koy,

sy (Uupward risk)YL, cuw Sy (6,8 IS (it 005nlS pis 10) 05 g0 AL Lo oladl

YW CRURVE ISP KUPYCH N S I L GURBPET SPR-N I [ JOURP ISl PR L L gy
4 Custodian
*RTGS



23 I Sl ot slo 5] 5 Bl axmss szl b

L Lacsl cosly anlr slaplls el )0 05 o oeati ols Sl 435 3,30
aSagrie Mliite Lol caisS oos <315 1 (50gm S¥oloo moe> 35, Crm S s Chdian
el el il A ils (635 5o STL 03 0519 00 s 0l (paosd hw il 4
395 Omt DO Bl 5l (6510555 5 iled 059 (Srod s Sg SloZ S e sere
oy mele Slallas 51 sam jo .ol J18 50 5g, o oolaiwl 050 OMgd Sgu g
S5 59y et Dt Bl ) (510,55 ks (lgiear (6,500 (35l wSle oo LSS
i cliie (5 BLe dgu 45 Wisd oo pile Dl Lol caisS a0l (655 50 SOL
Cble O ygopads ailed S0 (635 50 SOb @ jgy e S)pd coliinl 00
Sl ygud g cloyy pllas yols Jao J15L opl Lol Baw) J15L b s slail>
ool S)9—o “‘)L“er“‘—’ Ogu A 3B Jl"""l QIS““ 9 ()ljlf wa )L:'é))'.‘ LS)‘K;‘ 4y
=l oSl Slag 5 4 (eal o5 (2B (SO i 4 L SSL B 51 I5L

Al o 550

039: Sk oiins (5l bikos 0835 ()8 0y (b 5945 I slacenlw

Samag (1379-1383) sy 5 (1374-1378) 50 (slnasliy b iy s
-0k bl mbe e ailyg o as s slo S 5l ole isu g o golaiil
€0yt C).: J9‘d.~o gij Lg)‘)fwh.w GL‘Z’)‘)" A€o0 dw o] 00 BI> ©0dg) L)"'}U
“iebw cozile ALk 6l 655 e S L LU Slles g (99 80w Cennd
Olis 635y ) )aSSh ds o jo p3l dns iz 4 o0 el 0ul rke Jos )18
-Cwlow 6‘)—.’ ‘) Sy Slas 3355598 0 4 6Lmé)j (32 LSLQ)‘)'J.‘ L)L“° )1 a5 ol oole
il g oS 5 as acul ol el ol ds lesls plaisl a3 4 Jo (5,155
sllacl 9 Lg)_,.fobﬁ,_w ‘@l_;.,o pvED Sldes 039> 3O lags & (Si'b v GL‘”tf
Lok Sldes 5l (g 55553 w45k 013 oage p (Ul 2 eSSl Mg
50 “;Lo LSL“)‘)'-." 0 b0 duCﬁ (e Censle 9 Ceold> e 35 6 e SSb
e Lol aasd 5 Gy b S0 S leeey S8 anlyS Ji5e Kipali Sy



ol (6 laSl ioles cremoils OYlEs Acgazs 24

Sdlad do e 4 S (S Py Slroje> o Al slaylih 50 0 slag 5 i
5 6ok 58 o).l 45 Gl (Gux (o Cumdy (pl 8,18 o sl Sl LS
Syt T Sapde 4 sSIL L 635 50 SlaSSL 5 lacdgs (e Saie sla S
WS oo pedas Jlo slalil o 1) 095 slacdles 5 (Jbg Jo Sldas «owolisS
Opld el A ildS Gl jeiS Jo )l 9 LSOL codled 4 ovs )...,b oSSl
Slr W 5 I ol Cmliw 3,515 dguzme & jg0a 4z STL, o (L Slibee
0,5 ,LS bl gil8 ol jo JJaS450 oS Lolool Lol el o0 BB ogs sloF
b 13 sl 4385 IS5 (5 Sl 5 S (65 libe 035 45 s slag
ezl 5l Jim S Cslow JUS (10 45 (g (B o8 4235 4ms 9o
@85 850 et ppf SLoylnl 4 (S 0oz )la 4 prdtens o)l 4 (S
- cdge) oS lice lysl il (Byre 4z Sl 00gy Sgazme die (! o C8 iy
(Y ‘.)9»:‘59 L5d) Ao L)"‘ 5 6|ow ;J)M (&_)L««wlé.d 9 LDJ)M: - 6)5140 u_ixl.)
d‘)s‘ L)_" el 00 u....o...a.: 9 w...a...m.a ‘L.s)b‘ ulSLQS d‘)j‘ U”‘ C)" u.u.u )lS 9 )L..u
el Slogradas 5 dom) po 5l Gy 692,55k SeblB (Shg 5l 6)l0y05 0 L
augl g adsl slall jo 2,5 9 cwnd o Ik (Y8 (S5lad L, el clas
molie L Loy Bldasl g L, l5ol oyl Sl o9 o 1,8 asl w009 dgaze B 4nd g8
Lodine) (a0 5 auiop S oloy (J2Io Slyde 5 iled 5 L) g (s laSSL
] 09gs J..ol}‘s:

30 Ol ye s jeban Ja )58 canlw Il laie 4y Seil8 60y o
B shle (Kuai 559105 e Jlnl SO plgieas o)lgen g axils )3 Vb o
6‘)‘0 ‘5,9.:[_9 00 yiws Cns )‘ g solaw! .ol 059y )‘;WLW oolazwl S0
5 ooty Jo 6ilopsic sl ol Gialil 4 51 aS Lie cplay ccanl 'l 31 S5
S (K8 pas cpl .l Jlads g ljanse Gad a ol zals bl w5 Sldwgag

! ratchet effect



25 I Sl ot slo 5] 5 Bl axmss szl b

Ol 8l g ot Cand (pl Gloy (b aS euls cely (G938 80 s s Il 039> 0
s aizmen el 0dpw ) 995 S958 jlre iSTas w4y (el aS glaigSay sl
Ol p e Lo STL awy oo 3l 5l 6,55l sl il cpl 4 aawg
odds LSSl Lawgs oo jam0 molie (5,90 po aials ialS 5 LSSl (g S akanly 4 5o
)‘ ool ‘£$J9_' ‘aUa_s ‘éJ.nlS; Lsal.lj; J...)T)S 3o aS Sl 00 u.cla MB U"‘ o
Dy 2y 098 bl (wlid IS sladrogs 5| 5904 5 oaile jemmee 0590l Il
oeolS g sl 8j50 IS 4 paw asl p sla Sl b LSSl S5l 00y Cons
axlg S L) oo, 22 havgie o 1380 Jlo o cos cpl ool a3 513
slacaws ads 5 51383 Jlw yo.cdl Liallan,0l7 sgu> 4 (Lrals sws o
DS eSS a0 17 Al 10 eSSl alises sloos yow glgil slp 595 80y
oalS opdleany (g, Salauly YL sloan o 5 b s 5o LSL slas,lsds
(S loos o 5 0 bl als eu) LSSl Mg 5 3l sla Lo
Al el ol 4y b olile b de (gly Ll a4 sSST CliB aST sl ol ey
L arwg Jb j0 gl jeis il o o Jo (6,155 bl ailBans sl I3l 5 ogdle
698 ,lnl SO plaeas LSOl o5 cdgs sloos e LS axwg Jo 5 Jbo sla)l5L
Slazog g Jlo Sldas 5w po conl a3 )8 118 oolatl 050 (S J,uuS
ool wl L b wiS oo ol )8 1) (Sl () cdgo (slos o 0925 (1091 azgi B g Zdgo
By edm e (50, plill g oAl B,k 5l es s ool 5l 613!
aS Conl sps 09l aBlAS ol als o 4y oLl g (bl Jo slacanlow g
u_..uL..A L...M_a u...r..os u.]j& d>0g) glj‘ S Sl UT P)J...w.a )‘).vl U"‘ )l ).a}o oolaiwl
ol 3l 655 0 SSL slaclus an go sloos o Jla] L g ol asls
slaglejls 5 <dss 1351 Jlo wgan (Sl s Jsy 0598 w2l yl0,55 5 p5Y (S5
SIS ol 0L 65550 SLop |y 055 slros e a5 00 )5 GG 1) g0
09— p.b‘)J ul_ia‘ u_a‘ o)‘}o.b 1A ! 0 ua.’}h.....a 6)5).0 sS.)lJ Ko )‘ FLERVELY
S Ay o Gy 5l goga B cdgs (sloes e 1 (g Il Bl b ST el

e 6 S ol i Sl Caend il 5l 5L lazog slaael s Lzl 5l sl



ool (S5l s ransilis S lie dcgone 26

SIS Sl Coz)la 5l JEST &S S Glgs o0 (A () llae samger 5
sboylpl oo (S Gwlw glocszla o it glojlpl 4o (S I
o=l 3l S e 0 aS Ceul goasie Gl ik dnwgs 5 (b el e 08
S 2 Il QLo g adpe w2 5 g JUb slasl s 5 s el ol
sbajlpl iy g Lol ol axwgi g ()b 09 walss glisenl BB & 5wz b
il sl slail 5 Ja o)l55 sl ovas gl il 51 5k a0 alsbes L
0P8 peolas 5 alides gde L Jouy )ik slaylil 5 Sillae g5 3Ll 058 o0
3 o Gl Emliw JLil o a5 Cunl ol g0 alox 51y (o (5,000
DS )18 Az g )90 b eiiase uf sl )l Sl ool

& S5 Ao

S Cwliw plin ot sla Il 5l eolaiul calises olal dlie ol colo o
ol Lalol a5 w08 5 amis olsn 2obin 0l 51285 )13 (o 390
adox 3l calizeo olwyl 5l as oS o 0 Lol ciwlow ozl b dcgome S a0 g
et bl 505 s Wil e Jos wakims sl (5,15 cponiiiae (oI5l L)
A i bl 4 (S (Jg )5 Cenliw Cozla Sl Uil a5 as 6L
By 5 b pie e e (a3 & S oy Sl ozl
Jolss caisS S H15L slaz 5 b oo 050 200 a5 Cawl saxie Jou ol
slasgTa byl (bl o3Y jsbinen all b5k cnl jo LolE 5 a0 by,
SlagSa was yibg |y dloas U asSG ol 5l ooy b a5 0 580 & 50
5] S ISl 3l g S i b e oLl sl it 45
A5 gal 3 1 lacsbias 51 15b opYled glsd

Blas ;0 plnail 5 (6,553 canmgs cobml a5 0l o)Ll 525 o)l anwgs 855> 5o
gt 5 S pllal s e g 5 (Jby (Sb o 25l Gyl )l LG Sk
bl g Lol ol 5l S so p oSl 35w slog 5 ool 65902 5 0¥ 35, 0L
ks pomie alligzrog Sl 5l 6 pSslr Sl s b lag s nl Jlobliae



27 I Sl pofiinns o slalpl g Laols drmgs 0ozl (b

WSS ST B S 3)5 S (o) S0 Axwgs | 5 Ssla 9 cad )b
g cdas L oobice Layll ol eaas (15050 a5 caul ()] Cwand ol jo (sl
=l 5o g wal o)y Laoje cpl jo Slagad glisl die) 10 0%y 4 gz SobS
el 6550 LSSl (ol )15 5 Cu ke rhans 5l 5 LSO (g3lu gogas bl
il ayl el S e LT b ksl o5lol boSil (gl cogas (sl Ll
Ol s slpriy LSl Jbo jLsle Aol glaolys oloul 050 (sl jo 098 co
3 oS 5 ol S ke 5 (lsd b o eealie 3lail 5 (g5l seg 4 bgiye

A gy g 4N D jg0t &S gy (llae alex

oSl Jle Lslo 2ol soliny slaols -1 ,l3g0i

S Lo 3ol ol
p9d 51 Jol 56

oS L gyl Jib sl

<« <« > ‘
Wlo S| | ply e ol .>| it |<. s g ol s Sl

203 e dows a
aloyw B2, <S5k sl
ply weds — Sluteal 5 slaalls Jus! —
@bl w5 3b 03y o T Sk g dpas T L2l <l
o il a0 Slnge 5 bS5 Jlo Jlislo Slol  —
Oluwgo gbbes W& P

—P| Lsle Fol Gau .
YT TR s oS 9 A9




ool (S5l s ransilis S lie dcgone 28

33k g pbw

Richard Moessner (2005Dver the counter interest rate options”,
Bank of England, March.

Pamphlet publications (2008How monetary policy works, Bank of
England”.

Kohn, Doral L. (2000)Monetary policy processes and the work of
monetary analysis”Bank of England, October.

Bank of England and HM treasury publications (20@3)anges to
gilt market trading conventions”.

Tucker, P.M. (2004)Managing the central bank's balance sheet:
where monetary policy meets financial stability'Bank of England
publication, July.

Cyree, Ken B. & Mark D. Griffiths & Drew B. Winters (2003)n
the pervasive effects of federal reserve settlement regulatiofstieral
reserve Bank of New York, March.

“Instruments of money market, federal reserve bank of Richmond”
May (2004).

BOE publications (2004)‘Reform of the bank of England's
operations in the sterling money markets”.

“A new framework by Bank of England” April (2005).
BOE publications (1998pecurities settlement priorities reviewiiarch.

Wetherilt, Anne V. (2005)Money market operations and volatility in
UK money market rates"BOE publications.

Mohsin Khan (2003)Current issues in the design and conduct of
monetary policy”, IMF working paper, March.



29 I Sl ot slo 5] 5 Bl axmss szl b

Frederic S. Mishkin (1998)nternational experience with different
monetary policy regimes”Columbia university, December.

Hooke, A. W. (1983) “Exchange rate regimes and policy
interdependence”]MF publications.

Garcia, G. H. (2000Deposit insurance, actual and good practices”,
IMF occasional paper.



