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Jy" a* l.X Ci) .>f./t-:jl lr r.l,c -ira .5.- ,t.ti (.rjt? -b ;l+ J,r JL
6:9s- i JL. rr-l .9r9'iol2 .(.g. ,B .i.ro 619r o'. )J ti l-.rl'ls .i.r-o ;19-n
cL-:!l _rr .:.rou:L 6ta.li9, s.15a _1.: ail.fur .il.-rol .iA; 615.1 prc a+ri d.-*l
I );\ J-g * '-*t5, 

"lJon+ 
if.rnobgf ,,: J*- ,.stl l r.:..r5.r. ,,iJ.. ,iL

"-Ji;ts-"t v r;'i.Loc'-l.:r, jl,,,; 6Lo-L.- a::.j 1o ;97to .9"r1.:l .9LoJ15

^ ' y lo2p. C-r rslJr cEr.ilsol *.:-: a:-_i;,1 ,r jr) O,-jjosl-.c-l ,,-i;l.l"l
6 ,;-l 6f y.Sjt oJ:;5pi.ar .gLocJBs ! Jr-" OL;r'o rtfl. )sl U : Jx
-il.r-ol .r.-l 619,-,r. .;.;=-.o .c-l tor5.5 45 :t Cf f 6rl.$3L .,,: .s"t-.,a 4-t)

.gL!Jrj..;J) ,r>rl; 9 ,rEl.: ,rJL 6to.,l;t ir.1'JL "-{ a*; u} ;ll, oJy
(Oi JU.l , ***.-Lr Of e rrt c!-JrJ,. .O.if out" i>l ..ssry 6_irl

o.r-o.u-L r.r a5; .J 6l "f.," J-b ,r:-1. . cqo;lr 6,l ;l a5 .gri .J;L d.irE"

I wedge



(J.)Ll 6)lJ-(jL dlL-. u.-rriLj .!yl;- &r.+.

o+ et+l-r- c,-..--!,r-- ft ,ll c."..*l+ r r.lrr ul,ti j4-; ,',-l f;J -li:l
.Jc.5r j,,l F t_ Jes,f.J;."-,

J9l, .Sb.rl.;lr dr-,f - t - f
t-rb!.,-,i 1eir*f 5u,rlyl s.F J;.9b;*l- 6lr>1 9 o>lrL ,.>

n5.rr-.i,r. jl; ;=..i'.1 ! q7;ri ;l brl;t;,1 ar-; ..rrrl.:r9ri,,, 4YL c -..-ol ;l

r-L. J;\ 6i ;-,. rs d.r-i,L a:-ib Jr?, )ljl.t 5- J5t.s .r,-t,,r. rl;l ,o 6lr,
L;li; 9 d;9,-l.lf ..;! a:,.ib r5i> JLi ii_,r..0.1 *r tlll slt l;\rt e aS
''^lp ct)t t'5, ,ly.l 6ly.-4s t tf 1"lr;:-l a' r:.:" pb.;|.,- ,E;s.,y ,lr! ,.r
u:.j r a+t. . i- Jt 6)S;*l- U t :ll.l ,rliL..>9491q --.,,;ir-lq r ".i

.of .rol9 l.u, ,r-I>u- .,,1;l
,r L;E;.i-t oyLi s.-.) .slLtj-i.L6rljt ,?l* f o.r-c 6to"f.L,rf,c _;l

,.oLr o,!,o.;-l ,l;L o)LL- .9to,bJlroi.: 9 b+"l;;.,-l u,9,t; 9 u>lla 9 rl;\

-i-t.rYL*i .--.El ..- .l frrbtt'S tL rc a.f c9f;Lr.rl;! rc l;ti;.irL
O--l Jr+ c,l .i. d,jjoJ-' ;l .oZ fl LoJi;L ..u:-o l.6.S:,;tr .Jr+ ,!L ,; Liti,

ot ..s. jf .r,.-r AS..:,..,.- .:brlj! .rrl ,jlF-jli k;; Ll . ',.1,j. st,,.ot ojre

.gLac.fF ..5rlap .gtnaL,.l9 9 ,rYYs .611,:.1 6b69.r..o ."F!r* JU I Jy.
5)f ..t -.> l5 .r.;_rl; ;9>9 ; grlj.la,-Lr,- 5;:- 6to69.r:.a ..rJL 6rl,rfa*L,'-

,!Lrl;! t-,_rU+ o.r.r .gtoLi,la ,r6r-ocr"Ul;l -.r-c 3t ;l'i:- gl,-a,.r::l;,r.

'!j 1l r,11- _p ro <5 srls ai.!9 ,ljl+ ,blrb , OLI"U .$Lt &f ir-l _rJ ,.#_r

, ..r-L-l;.i -il.r-ol 9 L-oc-ry'9| o"L-l , l, lorl;L ;11 1l .L_ ,a ,c or.c 6to.irJ"

'..ri-L; .:1411 .€-) g.b)t4- )9r.- L .r:7r.o

..!{.,r ,loia,3ly-l .:L:il ,s J91 6l,orl;! L-; 6h)> ). ,.r,rJ L-lr.i r.:

.".f Jf _rl^".tr ajlr-s. C,-)q d..l ,lrL C+. eh;l e n-9;.ct:,-l ,Slt,gl*
:c."l ,,; C.i q Ln_rljtr,,.,rl

I Federal Rcsewe Bank ofRichmond (2004)



Jr+ *t- c,,:-r.. .sLrJltl , tarl+ 1-i -p)l? ,ilrL

;:t J;u.-
5rt:-" 6119l ,l;L -

Jlr, *Sll ,-or .;l.i! -
ta;ilry ,.U; *-ri,rlt? J*. fi\-

.r"r ;ljtr -
rt.r-o .,J ol-_9 a+ 9 o.r-l' ,5; .gLorl;L ;l .S.- ,r a:..; ,s .,L-. 6.;9; a."lsl ,s

.$ .rol9 n5lrl .r,-.> 6.rlQ' ".1 6Lollllr

.Ll ,rlt,.r.r -,lj!.r.-'b 9;rl g1 .9;L6L5,- t lfA\ JL 6l.sl ;l ;.,1 ,l;L

.,6JjLL- .c-l o.:r5 l.r- 6.rio.rct5 , .s*: Jft -r, .,iq ,..r* ,l_il, .* :
).ly oj29*. t t?)re, dU-iU 6la&-t, .,)ts .;; d; J ori, c.rL rljU
5-_.:1 $l.r> a'. ,y:S 6;rl.,l;L ,ro.rcq7 , q,,.4;.>'1.-15-i.,,: .9;yr91 ,YLi 9

o.r.l, 61l.> a:.i.rf ,r>rr.r:7 I Jtt.-a , .,Jl:iJ jl ,l_j! i.,:l q! ,:rtf ,.r.- q

.srlr,l,-i ,;S 5;rl9 Jr= ,ryt'* iirtl:; ! or, e ;L.l as--5 er,s ;;5lp.o 9

-,L.> c,)LL. q5.- q- .Sj;l .SS nt .t r d:-rt F )l tfr 6;11 6Loll;lr

,--l ..r;rls Jrt ,g-f tl, r et- r.> l,-Lr- -,La 1b.. ol.l"r' ;l o:-;1 9 61V
.$-. A ,r4.rrJ ..-* ,jJl" 9s L o)LL- 6rl'r.l a'-9; t s*) #y..-st;l Lrrl;l.

u:f lr r-!.f 6 c-l Ob. eS l ,*l.3Larljt .sf"rliS,- , iEJl i.* c*;j

,..,-_l L .o.rr{ .:-,9".a ,"ls-il ;r_l 1c-l J3! ;.1 ,l;L 9.: .p) ,rLS,- aLL- .5b.irt r

:t)lr. )J *S!,.ro -t-l ):L. * ,_*S rll! 5rl.r; 6lr, t.oJ3L 6L.ln pae plcsl

,s .3lr-o, ,u J, ,rL-r:.:-.9 Lo..(';ta Ji.t ,,.-t Jsr-L. oclt ,,9lorl;l' 9 J'.i r.lf
J-rJiLi, (56rjLl- -itl.i i:_r'...oa,- (,Jtil*-, b,L Jr (s._LLi t) Jlji (+Lr.

;i o>LL. ,,,s,rl1l a-; A* :l ,s::l5Lorl;L .c*l p;Y .3,-l ,,;eil ..r,: .ule;
L .i )rl;l c,>LL- .I-_, ,ulJ.,,o9>I" .d.-l ;,-l q b.r.oc G)x ";lt
9.,YY.: rl.-..;l .;s.-- 3l o.' .ti rl;! (66.r.5.rJ9; 'Ur"") 

_rl.ilr,j,a.arE r.a iryLi
..f^i OB ,r>rl; 6to5ri 9 toJ3L 9 Lo. t^ .1,



L-o)e )r 6)L.)l)tr ,St".,.Jlt ;l .&",ri- 5)L:... ril)91 ,lj! o,-f r,SFjlr
6,-rL-;l a5 c-l JL,J:-: E 6i-;l ,.:=l ot.Fl ."r.,. rril- Olrrl sL-'.| ,,s Jy.

O!..1 "' .t o.r^i,6r.* 5rt:.6lrel ,L':.;l 69t! .--t^ s t3lstl )l f ::l J-:--n
i5_rLi.- .;Lrl ,l ' -,1 ..- .l or:-; .rl.rr9-;r.r .JU L r, .!-"c;l 6!91 ,l;U ir.a

6!91) cJgs 6too;9r,, ,rJL ..1*L- or.-; r" l, .F"ry cJrl *Ll .i.u J=+ ,9t a,

6i,.6 46f f Jl;L .51_r9l) .ri,_.r.i: +1r.,.r., rljq jUl ,J!-.ril *,r" ii, (cJ9J

9 9- .S_;l ,l;!;.:* .t"-{ 9 ,-i"c pt*. _rl;;l ;,1 -1l ooU- J a.lol Ll ..:-l o.ro.::i.1

,.: .c-l ,.1,-c 69-;l .5lr9l rz-tr )l;r, J,_pjLt a, Jay.r* 6[o0*,;; .g;LLo,

9 o>lrb 6lt9Sa,. a,-yti 2lltl uE-+-a, qJrl ;ljl* pr c-l p;Y JrLl ;,lr9l a:a;

;-.-,-,;9;l ,l;L ,-"-.zz rl9 ,rrt+j-)l o.r--ordU;l .6119l .- ^.i 45 Jjr.i;,jnJLL

.,jJ; ..."-l ;.--.5 a-.5lr9l .r,|,-q; rl.u-; laJ3L s9;y t-,lr3 rs ..r.it ,rt-.r,i;
,sils.)yr.: .11.;6119l gr-t lrt a.f c-t F{..-it d-l ;l .5lr9l ,l;L a&f , r,}:.,.

JJ"q o" , L..st JL -i)t.. e 611- ),r,-Dt=l clq.{lp;l pa) r5 ve-., bJltr
nf c9f6La iu , trrSo l"+ ;-L^r .srt J #lJJ- .l ! .5lrel J--12 ,,-t ,; a5l;]

.5lrrl 65lL u .r; ,rl--.r; ei Jal ,c,-l pt-f e$ .5Lo_rys;l .9r1.-r-,s

a5 lr-.; rriL c.;1.: yro 6lai_p .r,_!.r. r.-.rr jl Jj ,_:"r-f f (+-.rr, jl Jj)
.riul o.:r.r or.q.1i t3l+ 9:,u-tn ;l t5,ra 9 rE:;l 6L; rs 6!51 ,l.r-r.>

, .5----_1 .el r Ll ,J;;l ;i ,.sjJ.r. Jtr! r *Jr" t3; ge n 5rL:.- 
";lr9l

.4qj)l ,sA+ 6lrrl ;,;.( t U ,r2r+.;l .;r\3 6tor15 eL;.ro l*F .6r-r,,16

.,-(,- L ir-,.-f :.Ul 6119l ;,-l )l er;;* rllL ;..i , Ci JJr J..oo 9 .r;5,i,.r.0

; rS,s 6tar9.5 r.: a5 a;91;Lr .rfl;19 
t.oy!o. 

tL-;rl ,l;! 6Lo6.1; 6,-;J;l
;,,1' . 6.' '^.rr"U.r;l 6-il9 ,c .5;5.4 J3L I J9r .5lr9l ;.,i 9 i;;,c,-l Sy.r.
.--iar.-rq.ca-,". ,r.A[ Af-t J:;! 9.J9..: 6Loc-1, . t 2l;! oL-l 9 rL.:cl

J:tr 6f ," &;L e ;J9,: .;l_,el 6l.,, rl;L ,YLi e 
"f.19 

I ,-?t t ,: .. iirt--

Jyr:-l Olp L- 9 ,r-l ,sb.' .r. . $;- , rt+.t ;1 ,|rq .it_jrl o.? rli6. .Jjr,.i(s.

I BoE (1998)

.r.)l-l .,rlJl;L ;L-o ;.-r.riL: nyti. .tr-+.



)2 *\- pg-S ,glarljil , larlC 4-i -, ,")1," (J-lrl

J-U ;--.| pt+l-- t-oa, 9 L-orl;l ,--l .st) ,-t;,rJ1 .9Loc-1, . 6l;l ,.:

;r+l t+ r sri.+ 
"*b .,|;t;-[- .1t -l ,l;.- -1l ,l;L ,r,L-;rl 9 ,l;t L ,lrf*!-

L.o,rrl+;;l O+l "-1ln- I l4 ,slr SrL:-. 6lrrl .,1;l,,ra.r;LL I6F)L. E -
6L-"JF 5rl r - 6lrrl / .. rj rr .9 \ ..:iti 9 JY.s-l u,=.r .srls ?E Jtr

.c. J 6.:L; ,?f >.s t J9r ol .n 
9 to.:ta; rr-L 9,r.Q-

Jy. $s;.t- $ JZ Clt 6.r,_.12 .5Lo.,l.1! c-l ,.1Y .o,r,.i fS 6l.orl;t ,169i1

*-lr ! .stnJx .rf s$11 (JL.L- r,-; 'r.-.rr tr LL;) ,l.r;.r. Jy , .ai- .i-
.F-G.. 6L-rA-ii9 l+ 9 g^;.:" . ;: . L osLi ;\.; .:r9-a, ! t* )l: S- :t)

,p o.rl:- .J sr9".,orc"ilsy 9 a,-1-,.rL;,eo eJl;,b: *.:Ys[- o-;.91r,
..(-- J91 _rl;t Ll .c.irf .ulf ,lf ,s"rt rrr" .3&?.9lar5 rs rl;L 4l .rr"J.f

,.: a5 c-l .9rl;! eLo (JL.S.- ;fl.s l; o19, oriL,) 
tjl";ro 

9 .ojr, r+ .q.3

, ,rYl -i ..rrb rr:r.rf* g,1.t t\ ,itrl;L 619-c.z.; Ly.t-t Lort5;l 6-,r. r

,:r f I I Jb-J-ij jl .: Cj Ul, d.l;.^o to.iL J-:^..t rljt J,_l .,J..al .5ti.rrL
.Sjq.r--_ Jr,.*tq os:sl.;S J L-,i-.!-il ;l,iil a..irl-., eL..iu.i
;YL-i e J;71 af c J 6lcafa, Je; or"obf ,l;U :Ji..r".,-r+.r J-i ,cf r
9 A'r2l L. (.- J .,tt;-l I o.:[i;-|,r, o.r.aoU95 rs d.gsl;L gl-) sl;L 6,L- t
tljl-,1 if_l q .,L;o! .i)9,.q ,aJ.,.19 ,.,19+ lr .L Jr Ll ,.:r.ol;95 J, s;U:- JyLj
.2!L rr-l ,.r,rLli; ol,Sey C.. .,rfi Jlr;r.L.';.Sfr J:;! ..ri9.i,r. srlg

;r..'U U- .7.t-2 fl.> 6tac-t ...-....-y lr rl;L,rl..,-aij.:f !- .r,9;.1 ;9.1 p[[ -;s

J;L i.ar9.*. , ,tsj t-.r Jt+t ,Ft-.1 O"r.,L! iijr-q ro, .r;19;.r" rl;U 6,_l ..r5.r.

6y) t f) .'*r rljl+.-t+.L["-5, ulI,i, r.;lfs. F!, rl.i,.ra.sLL.gfy
Lb.Sjq.Jt_r ,rS! C* rljlr r" a5 c-l ;'i rr #: 9; c,9Lo ..r.51 .-:.lc uaF-
.iq {" rjl .s,..i.r-..-a]j .er,fi ! ii)Lu J-l .3* (.sfr U:;U }U)
LLI ar" c-Jr.r" Ll .orlo.glala-,I9 6:l-. vF ,9 a'-y; ,x-19,j*-C C;f

t 
real time gr6s sd€rn€ (RTGS)

2 overniglr, multiple day, ard term mofls,

'tapo



s-)l-l (,rlJiiL ;L, ir:-rJiL: ,rYLi. {cr-+.

t^.St.jl-l e*,sf r J3! r sf.r rsr 6f r.SLt l{ ta.53t? o>Ll* pL;

..r._l,ra ,L- -q (J;l,il-l , 6rjosrr- ,,"1 ,r
,sl" .J'i JyL-,r aJ cri,r- .5yJl 6)ljl+ {+ .t9I* .Sy) , 9,) rljtr iirk
,,r:n L_ aJtL",.5lrrl ,{L- .5rU- ,.5lr9l) ,r+lrb 6l:sl ei:t !,s:lasl.:rl;

,L;p+ ,Yti ,,1 .,r5.r. l.ry ,rL.r_,ra q eJ- ,j-J-J (5:t 9 
, .;. .r,_!lc

.r--,-l-rl.: 6yr .;L; ;l ,r.a-;...- o.rrr jl ,,.r* ..r"9S- .5.r--lri .,b ot.;F.," .e-..

.t,rf.:.,-.r;; .,;l;:) lilrrl .";lr.Fjl .:1.:rlr3 r1l C.(u,"rI,- y-,).r-f .r,-_9;l* l,

io.ra.. ,qJ9l slsrlr.i ,r.Llr, 6lrrl ;,1 aS;L;, r,-l.,,6)llal a, [ .re;;U sl.:rlr-i

X: i\.,t*ir:tl+.r--f.r u.f- +pjl.t,Ji q.rri./ ai;rr-i ,.i.al osrl.: a,

r.rfr. 
,f5-: ,j,l:i,)1p t $-f t ,Fl6b;brlj.r"Llr.+l ,y$-,5y.; s

;Y,:L pHl clt )st o!.;)t 1;;l ..:l:- .l rlj! .F"rr. Jx rljtr r:V ty
..1YL*i 9 L-o.i-t ;;.r" )lf ^2p 

r)y;L;p;;lsr, ,.[L; Jt! rr a5 c-l
9 cilsy fl l;t dli L-;i ;l ;! .. - ^ lr.tit? Jtl "J- r rc ;*i rl;L ;.,1 tslal

r...j J,l,!.J6rs. u:-r, l, JL,,r, JL .rl .3*, lasta;;l g*-r .""1" .qr-
..:e;-il ,l;U q 6J{q 6U,rl , JyLi j+ Fi-..- a/-9S, rj-S J-lr.,s a5;-l
l, ;Yor . - a,-c9-a- ,Q7,_lrl- +l+.r. ,*S *y;9 c+|.:r, 3L;,to r.tl; .rjr-

6jrl .;y.l - 
^-i-+;t) .S! ,h 3 tt 6Lrc.ibru ..r.s ,l; o:r- 9 ,_:::9a c.:r;

aS.-.i rs t-o.S.;! POS 9 6rL-l 6Loc.,r5 r,-9; .l.o.5" .-tt ;- a,-1; (l.oJ3!

.)llla .5Lo;;b; I o!s!.. o-9-, ptryl,p , Jij! etgj .r/" 6L6.ls^iri , ATM

n-9--- 9 cjlsr, t 
l Lt &-L> 

"r9. 
.-.^-21r,.,,r' a5 ;*l 61, . j rQz .pl- ..frf+

5.,-...,_ ,Caq A,_r,-; , d-jlrrJ ll l^r jl 4rr-o+.. .;r_1 9s 2o $1.> .t.# :lf ,sS
J++ {i&--j ';: J*ta.,..1"1".l;t, arii qr- 9,rs:rtr J.? ..fr11 .5bcelsr2
& rr jrr 6L-t, oYct- a,-9-, Y..rj.[-ti oYoL. u-t- 6lJ. )s;,,rL-L, r jr.,

.1l 
t r L-oJi-:L ,lc6r9-79. .9[o-,L> .i-r.t ;l 6obrlj ,"Llr1 .r-[,r. o.tj , i.r-'

I Federal Reserve Bank of Richmond (2004)
2 Cyre€ & Criffiths & winteN (2003)



\A Jri *L- F:i:-r:; 6t..rt;l , tr:14 e-f vr:;E u>lrL

jqr-i.c*l pjy J'i, d,iUl Ll .Jli qe-- b i;L.\ Jt-r,F! l* J;\ e*
9;il.:y pUn 9,-c.gtoJ:;! .,>y:, a:itf p;rs ;9J J..t c,)t {i )14-.iti- gl;. ';
U $L> J:;q cjr;![ L- lr.:9 19r;- ocl;- J Jrf c,\i .r_!,.s. &_r--

t -.r.iL+" r; 6l;:r{ LrJi;L .c-l ejY ,,.r] ;l ;9;il ..r:os .rb|S j:.1 Ot2l? ':: '

1l o.:l:- .l cL7 Y! 6L.oai t-: r+L; a,-,rL .Sfr J3! s; ,raB 6rp tr j9-r

.rr5 Jqn L ii)l..a.., 4jrto{l

b J *.ll rl;L 6,1 .c-l t.,..o., 
.;l;lr ,Jy2 ,l;1.. acz.a. rr ,Je;sr9. tl.,! ,.r-fi

6b)ljt q ;.1+ .,.-+t-= cilc.y;! o_19c 9 gl-i;4.a:- .laoor=- .nf JUj

6L-o69u.... L- .5l;q .OI .r,-l.r2l ,.tln e ;-+ a5i:i c-t;l ;.(J ..:rls c.oli a,-L,-

.s,-i{s-. ,gu-.,a-i-la J5-- rl.;U Jti.,.: .c-l Ji;U .t'. |rl .i. 
5 6L--;lslr-,"

,.r.rl-.- orrL, dUU, €l::* s GiG.:9-= rl? ":", 
!l-J t ;pr J;\ ery

or' : rJi;, !/), u.l ,J .75lS t * i.pr ftln .51 jl ;.-t.> 6l'1 t5,5 jL
, 6l; il ,;S 5 rbrg-; y.la.,-lr- rc a-f .:5-:; orL:;l ..- ..1 jS )Ui. i,r-a.;-l
.-r-r rljl+ otall ,gly ilY .ilrF , ,jili ai srls c,_r9rj .,!lJ Jt a,=.t &ilE
9 .fcLi rlr-il 6.u-.ortr, -,a 

y';U 6l;l ;'U. rtf 9 )L t .F";s. d#lri.rli Jr-rJ,;

1l .c-l ; .a 6l;rl ,r--o, pl9 .S-;l .;,-.r c;l.ry;L c-."rL t q".LL.Jrs J.i:-

".r-qcr- 
l, .sr-r ,rI .91-o,.19 cil.:r, -*e ,yS .9t".5jU +l5 !r.,- {t l+i

:--rn .)p ro s9i .95-i;; &l L- Lb.S! a5.- ..1 6rllL Clt,rJ .pt,11!..srl.:
t..rj- ,^ti;.,1;g;,-l ,s l, r9i ;lJtt rL-l .,-F.r (5L..rrE #l

Jy, rl;lr rtrt- sf 2lS oyp 619:sq b.S:.i! Jt .rUrt-, g)Lal -l-f
9.:J9s o3 r.7 rJOt", or:uf 4.6J d1J ,rt ,.rlf-l _," 6rl.r5i;L +,ra;9 a,i,L

.g.2_i-l;.it u-:l , bJa:...; , ,- .i- ;l .9rl.r5i;L yl ,.> cJgs ,rJL 6tocey'9l

.idl orrJ rJ.l-r.Sr- jl .L._r .rr* j;L orot,.,r9;ti c,Lly'l ;l ;1.;'l;-.grl;l

I mcrtgage
2 Batchrarov & Collins & Pauw & SpencEr & Davies & Had (2m3)



,r.)Ll .9rlJ3! ;Lr ;.-.oriL: .rYLi. .rr-*

,oJjj-.-r JL .sjBL ,gb,.,_lrt'U ;E,l e.cL laJl;L r, cJgs c _*lJL 9 c"__,,-.r.

.4.-,61-rC'-j Jrj.jJ.,ri+tS iiy..qr-; 1l ,cl .6la--sy , ;Jro . ;,r53 ;l j'L-

JJ oril2j 'U--,, 
9 ,rorr.- oL&5 , J9r-U JL -iJLa" ,o|;!cl 6;lsl .pgn

d drlJ.5;! .rer7 ,5torl;l ;l orUil rib ,rl t .rlfl.c-l o.r,5 ,sS:;! AL"tlLl
6rl.r5;L.rs A+F 6ll.rdl oJt .giilc^il^: 6b,gr912; a.arc a;l .gbn-oc ,rt
L.-, Orr+ .g_rl.r5i:! p-ol.L ! 4y .5Lrrlril .;$l .r.-iy lrp.; rul osy s9.r.*. ..11_;-l

,rJL ,91oo.r5., ,s ro.rLi. .lrl 1l ,r.:; sr,r5 i :-r .i-l oJrJ a--ro; 9 ;rL; 9l;l
l_, ,rJL .gLoor9,. dr-l .it,Jo;l , o$ JL 6lalt- r.: c=iti.l p.r a, rr-. LoJ3L

,r .9lo.r9; )J syij.--, !-_l .- J or/ rlc-ir ,r1lJl6- .9Loa,-9r, t&r)lJL-l L.

tr.,* )r ollJl;- n --rc r; J3! cdLr of ^rS )9.f. J3!.Stn...JLl ._if

.,-lLtt,i- 13;b+-.-f , iilr i, .9c J! ol.-4. .c.-l d.it' rli oi.^c c,yf.,

6[br)l$l- J.:.,,,,.rt5 e '. l rr.99! 6Loa.--9; .*f! ,.SI".JU; .,r ;-jLc; orL.r,:

.9,[-+ f ,j(;l+ .glrc-JL, ,r ol-blarl .9r91-i a,-,9; .6rl.r,L> .r-JJlC.,

.gl-oc-JLs .;9--> ,s ,jl l.oJ{ ,rt at c-l .5J,_..r.> oYj.:., .fir .9Loc.ir.:..1

s9.r-uo..r-5 lo,': j,.rl ,s r5.5 6t-o.S! drF- Ou.i-l o$ J-L',-tLt
\.c-l 

ocy J;L;L; t-

eL-- "'J;c;l oLJtL- r.jjJ53 {!yr+-i 6YL p2..- p;l ,y:5 6toJ3L

.SYl+ ;^,-; .L-o,r,-lrll 1l ,3YL .r,ors ,j".f e* .a1Lr- .-.1Uf, c.1; d,+1,. ,,1=-+

,L-o,r-lrlo;l .r,L-l "[t! ":a.1 
J;U rU.-. iaiJ."-'.if a:-,f r elr.:,Utt

.st )ll"l .S_rrf L ,.1t*11; ..sgrii , .irl ^., eL- &-r-& 1-..") rr,!- .-i,j

,l-7,: r{o ,gl-an--..> a tQ. t }y 9 JLi c,rtE cFi..,qlt ;LroL.li p.rr

6l;. 619:5 C.tu a.l;, re.r" o"p 45 r5.,. :,b_l c,.- :, ir-l ..'- ^ JS:.
c,dl 6)r,; i d3 5.-l ,5r9ic[ .JrJ ,lj ,t5 ,q:-c ,c bS;L JL )U-;L Cy-l
ptnlj-.;*l J-L. L-rJi JL rBL- 6)t-l ;l ,:.*, Lost .g;L.r.-y; nf

efOLo ,rir:' G,er;.laJi;L ,"r.:91 o:t-f a+4 9 r9- .,1L-;rl ocnQ* ,r.l.r!l

I Bank of lntemational Settlements (2001)



J,] r.-L- F=;:*r.; 6lr)lil, tlJta; &-f -r?jb ,J>l)I.

.rf- 6Jr-, r, _rt?U q d;-l 6i JL--l .c-"1 "rLil 6t.i;l L6r.:,f s-:-? )o d
tr 

"S-,..-.rz 
JL ,-5l-ocl,q; tS c-l 6r9r;.til, ,.,1 ,c ..r;r JrJ toJ3! i.r.ra.

*j5-) .91-oo-,-lrl" .+f tr r .S. jl d .r!p ,-*.-'U .Sff J3L 9 cJgs 6,L.
.Los:;L ol,srfri 6to,r,,-!b j;- r Jrs .91o6..;- L .g1o,",-lrls 9 bJ3Lt (JrJ

9 L-oocr- '"---* ;9t -- l+ F-",.sr;l 1r5 5;L.ft lJ L!.siL JL gluo)t-

,o ..r-:J ..9r5!.- rtztn et o.rLL JL 6bc..,;9 ptls t )r1;l .b,.19 O=^;

Jt , .P , (t J3! JUiL J,J,6 Jt , .P olL cla; e.: ,-r-L- 9 st4l ._rL ,,,-l

-: .l ,9;9/ 1\-.(Loosr*, n-.e 9 laplg Or:;;
dijL-.nl: '. .91.r:-." 9 a-..ri. Jaii d l^.Sjt JL rL;L pL.l .gbrla; ,_lj.:.;

t.i)^ t gL-- c"-rr-.r-" .l;;l aLl" .c*l bJ3! .g;L.r.a9.a; 9 jL ,g,ll,;ry

,r;[ c-"-r_.r- ,jjl-.. .lf q.i]1",. fhll .S,_ rUtL Cy-l i.j L!J3t.,fu-rn

9 51L- ,r:*rj.t-.t rSl.; fjy .rbc+)b jl r99" t-lr.i ,c ,95 .glo.tL .r9.i,r.

jL c9-J J,l jl ,rj; .J - .: .,lr_rt;, ,r<!-ri; ir.-'t; 9 ot .ri.i;l.i.,rlL .irL."

arjLJ d-L.J J ,r;U 5i;l 6;o.r--c ,L-ju t c-_J_r. t.r-L-:,r5 .g9r.; .ir*;;l

.grlp c,)Q; l, t-o.SL o\.; ;l 6rj.l" pq- o.,19-r .c-l JL ,gtr.r-:rr-r*,

,r.-. ,L; ol.r-4; .SL+l .Sl, loJ3u af ; J (sDq{-* dJc .,y.Qi .raJ6. eF:.ri

-;r-L; .9Lo; _*L> JJ"q L- : .r.a.:.r" ,lj ,rblc gL- ;-:. _r[>l ,r .:9> 6L_ ;.:-o

. ,a;l L-o.5;L.9;Ll&) r.:t j. J'i .r,.rr;4,,"1.$l dr.:-. or-J r.ri q-r-r- 6L1 ,s
q--. j, rc LI..liL .:"-tr" d;r-J,lc,..Jq.:-.." ! "lr-.r-"_F i,r.4.*i, b,r,lrll c9f6,-l

,l l, la;i 9 
glr.- .iU-:, l) tb.St JL ,sl^Jss- L;. 4.; .(5L-rij, .ijl-. 9 gL-

c.ilr.' '.lf JJLI [D.SL.-.r-r. *.,-r.rr+ o$ ..r;L,r. ,1cr9.,, 
t.rtU .:-y-

J9-, c,rt ;' - 6t-o,!U ,:rl9 cl.:rlf .r;c .irt -,1 .Sf-+-!r:- , )Lirl .oe*is t 45

..t.l5 .-l.c 11; JL olua,,.,- a, ;[i; cfro ;er, trrllL ,,_l ,c 9 .r.i9i,

,.SrrQ' n ra rLrL- Cyrl Jt- "ter 9s oll,_b ;l 6 ,S*.-' (l-l ) rlrri rJ

6Loo-_lllo !-f tl r .! jl Lb.Sjt JL rUrL J,lJrJ 1.-i, ..' .J 
"&j, F*i

I solvency



,.r.y-l drlJ:,L !,lt--. J:--rJiL: o)Li. .rr-?.

L!.futi rl-.:;1 rJ L,:r- +,), Ll 5,b dLrl .Lb.Sq do.Jr..c r oir,..J_iU

.' , t dgr:..-. drE, ,JrD oQ[>;l .grlcr9ir, !.$. ar;l 1 .uo.:,r. _rlr3

c-iL-;! 6lra .t--!.r- .rr--iJU " .r Al.sf .ul9- pl,sl Lo,r,-lrls.r-l c.alr;tl c
l+ .lra) oUtl". ,L;L +Jd +j rJ ,.pl9; .'-rb -1l .J;U ;=iJ t .5to,r1l_rl.:

e_f Ls5.i.r..i , -iiIJ .(jtt-+ Ulf tt .f I LI;SJ":, )UrL r._.r:.,

c.iLjtl q .-.,-.." O(.. ..9L6o5rr lL r arrr ,..,"r.re .bar+r ;rp ., .r. L_ ,rllrlo
. r.r.{ 5rl' -.5lr9l .g!ls .91-rJ3t .r{; 69-;l .sr5i J-"q J+t pl.ril .,,ll.:

ui 2ya;s Lii 9.r-5 6rl.r$1,; tf 6ta,i rr lr 6lrgl ,.,;l ,.:y;'^19;.ilt .rLrL

6)t...1 .o-L-,,. O*i, .Jt,L.>L q.r.:.,- or9. rs a5.r:5 .ri.; l, .5f91 arJ-l ujliij.
,rJL ..-.)l- .;;El; 6t-oa-:-- yL 5 tror;- 4"* .JjU .gLog_lrlc x ;59,- a.l;;11

ptln rr c"_g;c.:l;rlri .;. L )4:4 otli q Lmlr-" a+; 9 bplg ;:-i c--f t
)UtL- u:-:t , C)l-l ,,rL ,.UJ 1r .- r +.ac clcrlr! .r-oc u+i .LU -L JL u:-:91

.r9s 5q r-1" jt-Ll- t C)-l;.rir.i 9.:;l tnJS!*,,r.r FL:.; 6sll ,s LoJL;t JL
,1.:r1jy Jct-- - e FJL JL )LrL ll ;l bJ:;t 6'i ;l ,- af c-l u-i,i.- jLj
)1bttl .*,rolf polr-i toJ3t 6;L.r.a5-i 6ly u,,-1 .t.'; U-l I.ca.r-rl9i

1l 6.r.-:,.or-q, ! taJ3L c91 ,19.r.-l 619;,r. ni c-l 6)t.l orgr ,,,-l ola,l ,-, n53i

9 t-oa-"b;.,_i ,"Ll; olq;u ,st+l f Jr+ .sb)ljq o? o9.19 ! -,oti FJL JL rlSL
..,-a ^ abyr i:,lttl.

Jg 2l;t1 r-iJ:n .5Lr1l.1rl s9-r tJ -l-f
,l;L r.: Lra; d o9-i pte.;l .9lc9fq .r,-l+,5* +Lr I Jy 6torl;L,r-lrb LLI

.!1,!.a,-L-- (JL.(1 ;t ,,,Y1) .:,.r...., t, ,.gbrl;L ,c : Jr UL{,-j) i:r,"Ur5

c| -el ,sr;.,! ,r::.- .iI; .SLUI;! jl L6trj Or-l ..:....i E;lr;c-l ;l.$t elF:-l
o-d: 7E ,ir9ra.t- .Lo)9.:5 n-5 rc .rJL 6t-.tblst.Sl; oJ rr.r. J.-t- 

t,rL

olL.il 611;.r- G* Sbt;35 sLo:51 ,s ,ro-rllr ,r;r*" a, .Jb. ,jl9:tC .JF.'.

l yictt 
",rre



Jx *l- o..--* ,sLarl;l e b:14.; a-; -. e2rt> ,>lrL

.i- JL ,sb,!! b a-: .Ir- 6LorllL rc JL eu ,JJjU ai 6i Ju ,c f rrf

9 *J st ':l s.rjt+ .,.t:.! Jr l6g,j Oal o,lS,jl .J*.,.,-rfu .dL f . B I '

.rb.- ..la . ;l ,l;L ,rJL ;YL..i .r1L-;rl Fl+ ,rr-r .r*l vE r *.i I eL
,rE ) q.sfr J3! r cJrJ J:* e tL.gLoc-[- t {;*a; p5|.-.gct :;l

,.: lr.rJL 6torljt? r,yti.9b6L-;rl r Ln.-qy'rl i ,;*-,,rrl v:J I c..iJ.c-l

)r iirL;! .irt"i ;l 9 n.ra .r.:-L .i]r.OL- .o.r. .E9f 6Lr-i Ahlr 9 .,-L! ")f
rr,>, .r-oJ.,r,.,pLLtl o.r,-..'1, r.: ! L-o; . .l=, 6_p-r-,llrJ 9 6r6.r-;L .:r9,--o

.- .l .,!lS-.l c99 1l ,15 OLI;tc-L- .gl.r, to.r,-*- 5,1 ,s gtlai;l I .rJ:;J
gLL.i:l ;.,r rs ' r,>.gl-orl;al ef t,J-r-.gl,or!L cLr,-l 6,-rt;l ;--t rl ns

n5 cf .rJ'U a5i; ,,-l ,, ;19;,r. 6-*:*._rs .s.:rf r,.+ la_rlL rc ,.1,.-.:l I .sLr.
9 Lrrl;l ,r--i_r* I L-_rl_i! .- .y t .j--l*.,r-L rt ^:;l ,ra.r;U ;-*- "tzql .sl_l

.cf,r. jl; rpf .:L.:il .strc"-y'9| -il Lorl;L r,,l ,s r-L;.9 .r1.r+ d;trcl+

.,J [6Ci O,l .c9:,r. 6lriil .5,r8 6bci S ,,ir* r5 6c.r.:. .SLn_rlj! jl

.g[orllL rs L;li; 9 a;rc 6lo9; Jol;- f 
t.Sjrrl{r 

oJ-;.:t o-5,! u,-!,r. J9l aTro

,9rl1S:. .to . o)f et ru-ol.: s9>9._&r5"- C Lorl;L r,-l JatiJl t l.$L lttr.
t- ".9 Lrrl;L +-l q JL eU. u..i.'i r.l-_rji,.r&l t lL. p.)f rc f;U,.lJ.

;.-rl 1c C-j *.r-u, JL.i.g_rlf*t. .,.,tt l6il9,s.J+-... .5toola;9 cJgc

orr - .5tAeJ (.,,ti? tLiJD .5r.reL- t jr-l)i ,G>l*.s;L.r. p.oti l, tarl;t

!L .gl-orl;L _,.: .9rl1J; .1, . ."-Ll Jtl4" al"> ,l s,.t'- . .gbrl;t ;l 6ri:-
J-b :o r.r .-+f ! Lf [o-,|;L ,,1 ;l .1,- ,o rs ln-rl;,I ,rrs;! & n-.l;s .c-t
cr9-" 6l ,s;.:.r-".Uf 6torl;l .J rljl ro .rf e osyo J-1r 9 .rL; ou-"'

,c ljJ 9 c;-.. .p. 6l.; g:z1;tc ;t 
",'rtt:rba, 

.:fo" rlj dcL- I aLL.

.91-o_,1;l c.*iJ ...,i 0.-!q ..r,,iL .9;J,r9- gr, .9!lo .t_!,r. .J+lF jL.i-

.c-.Jl,r .l.-+) .;rL; .5-,-r) .I-,-, ,.-:r .-+! jl tljtr _p ,c aJs!- s,,9. ,sl*
"r-:.:tu.S,.t- ,s:p.a- L- .51, .rr .9Lor:.-19, ;l 6rl.;ry)1[ (c;loy ,..rc 5--1,

, 6*a{r ,St"ol+ f ol .j* of+f .c*l ,.q_*.;-l _rl;lr r.o rs ;91;-. .9la6r;

I arbitrage



.r.)-l .9rbjl;L ,:1L,o ;.-,.riti oyti. arr.+-

cJLi.jf rr i,t*i. A-l L-i.lrtL;.SfoL ,J:;; 6litl 9 5,...,_., 5.u'.:ul9r

c-l .rJL .Sl-tl;! .s-P;l ,r:n .tor![ r.: doL or9. ep+ .gb,lil Ol.re;,.

.15.," .S.J JrLi-. ,glarl;l,

, j)l 6.r :: rl1! jc 111 a).i*l Cllid-l Jitti orui.. OJ 9o;rl .,111 o19> rs

)aE ;rl,.Sb,,lj! J .ti r .S.ri; 4;[o;!! ,r ;rl Cr,'oll.i,- ,;rl ;1 ,l;L. ,,: 'rrl i5
lrlr.J C .;t tL 6brl;L J+l.i _rJ r YL ,t -l c,9l;i q .41' .Jj)l ,.Un ,s .c1":,r.

ij) yt.t^ Crj,J orU; ..rclill,rtc 9 
t"-l 

6t (, E,L- 9,.p1.: ,u uil{j.9P
.:.r--.r:! 9 .iu.-oU95 o)+ aj -,91o 6.r-osr"l5.;l .r,-!,r. (,r,'i 9 .g.ri; ,l;L ;rl
..rjL a:jlc :tl fl f ,A* ;F s'tsl fb 6;st-p..r.:L !Q7.5Lorl;L

619-r+ .;9.r .rol9 "*5;?.-- ) f Jtf ;"; t; ,yS ,Sj;l eE .,:F sUja
.(6y-q.ati2 iitb)L U GJ L- e-r- '$* 

\- uat, at .,5:*5 .?.lt:" .Jti-

a*.. l.:.r nf c..i,b rtli:;l bli6, c')ro;i ,s .15 Jt jJ lJ 
r,s*!lr;rl 

6rp c-l-,
;rl ,l;L ;i , .5rij 6t!C, ,c .,">rl.> 9 Jil; ;i ery rrf 9 .,rL;,l ,; o9l.o;

t-.. (;-.1 u-r!|, or-e gi.o'U J 6r_r+) ;Jl-;.,1 .,,: a.f c-l ,r4a.r1.r9: 
"-S--

.9.r--- J-?t5 or-q1 6Lraj Gi st, t dUjrl ar..i .JL .9torl;! Orr.jq 4L-
)1 ,_?tV I Jtl" erf Cy erf a1 Lgay o2L-;tl9 ogtii ai L*,r,-la, .s2 .rol9i

.;y .rol9.> ; ,rL:;lr .glo.rl;L ,,c op ,ri i

J)JL jL;'.,J.l5 ror." jq.6jrl r"Uij et-f cE. p.rc.;-rl ;i ,5Lorl;! se*

J.cL rlrlrlc.*|, . a,.9.:t :-cl.r1 ple.l;9.olc)lLl ,J.lt O:it, gL,; (bc;|.r,
.gtorl;|, ;rYLi af .:..,ai L:- U-l q .,.,,r1 Ll ..:f,*," .if ,s-ti.r +!l, e19- pa{

I spread
(@v€r€dir[E€{ipadty-ClP),r.:-:i.rc6lrt,;.rrrrot.r.,€*L.rL.,ljftr.trJ;ii:tirr.-ir]r

.rrJ.,. ,lj crbl cr5.
3 real effective exchaage rate (I{EER)

.t-l );S bl tii J.n plli; ,s grB ; .pls 1.r9 irlii Ji.,tgLi fr+i.q r-y; ,p..t i-t- J,l

Y



Jx c-4 n+-* sl.!)lil , lrJt{j .--f er."rq (J>lrJ.

y-y; L-orl;L ;l;*ri a-.1/"-6rJc.p liJ, t1,...,gLo.r;92 a+ ;".i JL
.;l,115s-t, . fl &l; iEj?rr.J.iL c-i;ls 6,o5 rc;i .gtoc,, - '911 

,r;-59,

JL r--- a"r; 4p ;l ! ,.,YLi .,9Ui crr. 
1_,,1 ,r,l _rl;lr , "9.r;.,l;tr 

i,,.1 .itft
,l;ari ;l J..l> r9- iJlcr,, iiyrd jl _rljt n;t7.5,- .rrL;;l ol5;i ..r:-lL oor53r,

dt> .;r. . .it tl;; jl erp l.rJ 9 o.rf a.G.; l, brl;t Jt {+rD 9 ;19; .torl;!

;rl ,l3L ;l ,;) ti rU J.,-r,i L_lF ,.: .a(;i a.-)li ..:;L .uly; ,l,u-Lll lr

.sL-orl;al .r.,-!,r- .JL !,:i. ,J-tf O"r+j! Lrl; ,r af J':,s. clr,:-l Ci ,J
fyil lj J"rt "s.3,- .a,_Lr- .-L+ 1.)lsl o:-t. . i.{r9J.-. {fl t,Ji, i.-.
tt -, *. dj - : ) gr) l, l^5,.t,i, Jt s ;-fi,)t r-:l.rl,i-* ;t'.,tu,,:-:r;
, Jt-i.r+ 6L-orlrL a.-p .l-o)ljl, .,fi.J .:.+9. liJ 9 oclj po; l-1 (p,;y

.,:s_rSi; -,ri. .5b, r.t-

6t-or!L ,.: o ,t7. gr; u' ;,5 ot -SJ*.,i !r,-l t; j 6l )91 L- ;.SrL:.. ,.5lr9l ,l;U

t+ ll;rl sr,s'f r 6L-aJ:;t a5li F <;-l .irtJ,_l lnrt'5 :l:l_rs) c-l JL
r" r-+r rl.il+-," lr rSj'#! U.4;.o.s .i_r.,.r.0 ,r.,, q , JLi Jr+ Atn;*l*-
.J.=J" (or-q: C, +l?d 5lr:arl ;l 613 9Jq. o.i+L* ort!.; L) u"-iL a: i.lr jEj

,lc_r9..-.,4 &..-.1, O{Fs, .:+J ir-iy! _il ,s.+-,lil J,l lrl ,S ; J 6i ,..1 6.,-l

JrJ** g;,=Jn r:l 61-, ptl;j a5.- .l ,i Cr,, ar-l .rr9 o11t? JJJ r-9s.c-l
A-4;b A-rS t-.. ,,I Jl 'il ,,: (c-l p9-r. I Jr* lo:t'S )l r5rt-+.rc d)

.r- CLLi. U 'Laq I V! q a.oL a.- J"-;r ! !r- .!Lll O,l .$t .-i.. 9 JL".
liJ.cl,r. ,lS Elr> tr2. +Jel -,!! rs tlFc*V F o.;5,o .irf orq Cr, li.dL
I .- ry'9l ,"1-1, (. ; l::!. r9L6 'i. .)f !) ,t;U .O U Al.) ^)^,) 9 5LL ,n ,s

,l;t-..1 9,r^-l ; .a nsG; )l J-V U d=3b r..i5 7r; g.2 ;l ,l;L.6YLi 6lr;rl
.i\-t A: t,..o-l .- o,i ,..rcrr .-rti C d?y Lt at;-l .,tr,-+ .rr-(r' J.-l> ,r5lr9l

;l ;'t-:.; ,l;U o.r17 ei prl& ,..n .2r 9 (;*l ,J,:. .5lr9l 6b.,191 -rs nf) .5!91

,l;L. ,.> i*, ,$9.e!el 6,1 .- .a.(rl;!;YLi -el5 e gl*_;-,l "- ry'el pel* _pn-

o.r-5r-{,:- .r-.;lg!j-oj frr .:,-r 61o,,!! ,s c,GJ Ji*n Ll .15.r. ,.p p9s c.*.1

I uncovered lP



,r-)l-l .9rul;L ,1Lr ;--..riLi .:yL;- &r-.. IY

Jr ifJJ,a ,.64J.r:,L ;,lr9l ,9-t o;Lr 6; t.-*- t!! .S)l+ .jC Ci, J..- ? g;l;+i
.c1ir- 6lri-l orl ;' t.gLo;t 

,i r.L-lr9 ^-{r orl ;-. .gt-or,i.)!L a-l
,-f,;- ! .9!9t ,!U 9 *-l c .; o9l,i; 6) ,l;L. oA; V; ;l .6 ir.; 

t,, '.t- 6i ,,r>tt
..rf,r. jb Jp 6rl" , d1- .rt^d-L-;lrl;L .sl*eL;i 9 o)L_L; ;l ;L:; (.r.5,r"
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