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3 - Bauer and Hertz

4- Significant depreciation

5- Significant intervention

Sl slaidl aoliliad
Ve Gliwe; / 5V ol / V5 550




WAV 555k o il e Mo a4y 38 sl 23STy clatoly 1 ], Kon ¢ oUS 03] jaes plyens

Joline alslas 30 5,0 #5550 sloline i a5 el o 5 ke t Lo o '3yl 05 ST oot @
Al eols Fy atidF ole VY o

09,5 53 35l 3k ) il Floges 02 les &y Joy S5 Gl sl 2iSTy alises glgil (Byme 5 (ot allo I uy
ey ol el oad JLis 095 5 adgi sl STy @l gliAel (e (2525 3,809, codie e y9iS
oolaiw! Sy90 (Y’\A BY' \f) Q‘)MBJJ)‘9(Y’\’)Q‘)&"&3)*“’9“(Y‘ A )L».mSLwS \)Sul;JUa.o)o
aina el 05,5 4 Min 55 0,55 5 a5 5Ty s o oS 55 Olgiosn gy ol b s 43,5 13
B8 ey 550 ) 5l Gl Ol L agzlse 5o IS cals
) el & lee jslate ol (6, Panel VAR (gl sy Jow

Xie= F(L)Xie + R(L)Kie + i+ I + €54 M

IS sl slo gl 5l plaS ya pl o Lol GuaSTg a7 (golatdl (gla ke 51 canl &)l X 38 4l o
e ilre it Kip 0l (oot lej )01 5525 055 5 (31 (AllBb ass Jolds 5 005 sl 550 (Jsy
sl Saibge g8 5 S Lol yom s )l &5 (ST s 3l el 655 0 SOl sl sy il glgil (e
B L ooy <ol 3l 5 @p b g8 ool Sl .ol aidy 5l (lakaz wiz G ile R(L) 5 F(L) 3L oo
5955l caitnly paite sl aiBy b cols Ol 3118 o ( Steed JJos cPaNel VAR Jow ;0 045 (o0 (8,20
5 5Y) ol o oslil (S yals i) Solaze Glmol g, 5l St ol @ (6t s S sles el 31
ISt 5 ond gl euny] il Lasgie 51 (Bl &9 wite o 39y ol (b (VooF L T
cogramly gz s 4l bow e (1390) 7,5l g 9T adllas llhae .cd) anlys 5l 6,550

Xl = 8 [Xie- U (T * (Xyeany +- - +Xip)], t21,2,3, .
H f"“-‘-)‘b 45@L>

8u=J(T—t)/(T—t+1)

o s -F

Sansbons 18, 51 (L2 (29,5 E95 A & Sl 95 9 A5 Ay STy @5 sl Jloged  az g LSS ol o
39 S Lol e alzlae g (o Jou 5l g8 1o Cuddan b ol jo alzlas o)) 5L o alslae sae el Js I0S
allas &g o989 adgi (gl ¥oakal ) 0gd oo G g ool )l Y akal ) pess loolaial b e g 5l gls
5 B LAl ade a5l o le adgi solatul 090 e a5 Canl a8 8 18 ez g bl 9590 (6l A6
Al g0 b 1905 (6l 0aiiS Bran sl asli o B 51Ol o5 oolaiul )50 yuitie

- Immediate depreciation
2 - Love and Zicchino
3 - Arellano And Bover

Sl slaidl aoliliad
Ve Gliwe; / 5V ol / V5 550




OlSen 9 5 oljyams plyas /o 3yl 50 50 Gl dibw Mes 4 HliS Canliw 35Sy slasols [ Vv¢

oy s -)-F

23 g0 Gl ) (635 o Sib Cudbga b olpom oo Sl yo )5 g (o (S LallBbadg AST Y oled KB
Coibgo 85 5lam Ve VA B VAP (cldls (6l 9 (gt g dnamgs Jlo )0 5585 7)) cxiio (gl 95 S digas )0
o )lots JK& illae ensl 00ls &5 sy 0 Szl Ol i Lo g 9 00,5 i pals (s lolixe 5l ) 55 sl
Sylobire Gl el anslai 1) (o Joy 51 el (Gl ik o allas )90 S 5l w635 50 SiL oS 2l o Y
OdlS b dgpuinn O yguc 6L$L\ AL odg [bep! el Coddge &léo Sl 4 G (yuizon B3 g0 Fy P8 5O
Gl b avalis ;o 1) (65500 Wg, T ojlad IS5 ik 51 ik 55 (655 50 SSb alblas pas ol alys axlse
oyt 551 255 T i b aS 5,0 5k 5o (65 po oSOl al s pute e o 5l Lallil adys s e bt L3
o9l UselS) )l 5 Galidl ass jo Dlyolo sguge 1 51 3L Wy oo 990l il 005 Ty iol58l
225 oo plas 1) g bl aaldl Conlow b azes 1o 0,55 (b 5l all &jlolo dwis slo )5S o (e sy
S5 68 il Lo sy 51 €85 45 ConS Sl s &y 45

.006

.004

.002

-.002

-.004

-.006

518 Al adgr wid

-.001
-.002
-.003
-.004
-.005
-.006
-.007
-.008
-.009

-0l o 1 2 3 4 5 6 7 8 9 10

3Ld
Caiidgo b ol yor g0 —) S
Syl gle a8l aie

Sl slaidl aoliliad
Ve Gliwe; / 5V ol / V5 550




Y30 [543k o il i Mo a4y 38 sl 23STy slatoly 1 ], Kon ¢ oUS 03] jaen plyecs

.004
.003
.002
.001

-.001
-.002
-.003
-.004
-.005

0 1 2 3 4 5 6 7 8 9 10

518 Al adgs Wi

.016
.014
.012
.01

.008
.006
.004
.002

eIy

CanSl b of jod gl Y ST

Sl b 4l iae

Sl slaidl aoliliad
Ve Gliwe; / 5V ol / V5 550




OlSen 9 5 oljyams plyas /o 3yl 50 50 Gl dibw Mes 4 HliS Canliw 35Sy slasols /1

.008

.006

.004

.002

-.002

-.004

-.006

518 AL adgs Wi

.007
.006
.005
.004
.003
.002 S
.001

-.001
-.002

eIy
31 &5 ST Jrasi Y IS
M/ W 5)4 <_§L“’ wb e

Ll 515 il 55 (595 65,50l il (535 10 UL Lansgs ailS” a0y 356l (gl Gl 055 4o 0 5
o conlow 5l plaS o gla aije dslin plie jo el ool baws Jls (@Il odes o Coe gl o
2,5 oolatwl oo o)Ll slo Jlogad 3l lgs so (J3ls RIlBL 0 g 885 sl gy o 0uls Sl
s &) Cod (635 50 Kb aS 0Bl (oo (> Lolen L (@IBU ool g p,58 0 SMes (o
Colios &g st sagas Slazel L1255 63,0 pld s JU anle sy el aiS e pladl 5,1 5k o
a5 058 oo G 0 50 €5 B L o g Bl 1) e (Ysb (sl o sy 5l el ol ol sl

[y ot slo,giS pye8 0 loliae Ll Cllo ol jo 05 ooy (o oo 5l gBo jo cansls oy ]

Sl slaidl aoliliad
Ve Gliwe; / 5V ol / V5 550




YWY 555k o il e Mo a4y )38 sl 23STy (clasoly 1 ], Kon ¢ oUS 03] aes plyens

pac > j0 poer ali8l 5l i Cad 4y pye8 GRlEEl cpl sl oo (6, Baile SIS AT oS e camliee
adg oy jo JralS S e a1y (g loliae rals ol allbl ades al, B,k sl L e alslas
Oy g jwel Cadbge Elo > jo a5 was o ) Hloline Ojgoas Jb jo Sl )l e S Lallsl
Al Sy 355 lsie Ol o0 I 098 (o esmlin 0 50 (sl BB s ) ¢ ST s
pae Sl (g ) i CSle 4 (e J 5l B 50 cnSh olal e ange ol 4 azgi L)l L
Joz 5,0 51 B lys g 635 po SO Ml (YL a4z 50 lAT Cenliow 4 Cond (sogas sloiel ()l 53

S el o (6 iy Sged Sty Gl el e 5 e

10395 55 (gl S1B3145 o 1 b 905 el ~T—F

ol datin S Glgie 4 cwlaw sloolys cuaS il S (LS slo Gy 0 4T ass] gllas al> e ol yo
S35 o S L8, 5o e bele G plsie 4wl o (olow Slasls oS 05800 Bl oo o lajsiS
ST Bl L1y ) doles jslaie (pas w0 G 5l ]y coxiie sloy5iS 09,5 3o (o5l 5l cage 0
S (o0 @ ) Oypa (Ciny ) (ol lasls CudeS” oles

Xi= F(L)Xie + R(IL)Kye + N(L)Cye Ky + 0+ 9, + €54 )

oAie (63lre paie Sligs OIS e yelS (0 poe daiin S lie 4 cwliw sboolys coaS YL dlolas o
3 5 S w5 S b ool e glas o)) L 5o el Cudibae gls 5l el (535 10 UL pladl g4 0aiiS
2 e (3550 S Ll g et SISE (aSlh caliaed oo i ) p)98 5 (SIS AL W s,
U Jele oot 5| e 5 Gl Ll S 090 3y 51 n oo 1, o sl
ool LS..JL...A Lng OLQJ u.,.L.S 6‘)" as LSADLA.AJ R )fl.)}w )ka AJLA).MJ 9 (5)5)'4 u.i:l; O JAL:J L )LAf
b jebie pl s polity2 jasli .ail o 99250 Polity 1V oL o 9 cons polity2 asli wgd oo
[ypolity Laxls ) Kan o JLi,le lal 10 0,5 o3lasl 1) 5, O 08 ool aolyd slo asli a5 cowl oals
e ol ) sl 5L (351 5l sl 1y (0 B o 5 1925 o ol Sgad 54z o 2is S oLl
a0 9 (8, le Sl 5,k 5l ol laeiulow 4 Cons 895 Sloem 5 Wilel 0 9> ax U aig oy a5
Bl (6,588 4 Latld cpl o0 YL LB T e ol owlow Dlalie a8 ond Jlesl sleinsgase
5 Glamagame g digh sl SBes g ol] cBlas bl G G,k 5l cwbw Slolie )] 40 45 5,5
PSS 0 ed 5985 o slp e pasls ol JoSS anlsl 4o 0gd Jleel LT &y08 5 ablie g J S b
5 @ slo S Bk 5l Jle plyis @) (el Slilie Sl (SisSr sl 2 o wb oln 5 )
0308 Jolis 095 50 (5503l guslims sLid 05y (B, 9 BT 2308 ouds Jlael slyyogazma 5 (ol

Sl slaidl aoliliad
Ve Gliwe; / 5V ol / V5 550




OlSen 9 5 oljyams plyas /o 3yl 50 50 Gl dibw Mes 4 HliS Canliw 35Sy slasols [ VA

oYL 4 polity2 (go s o YL ol oo Cowd 4 |, pOlity2 azlis oSy (6l (5,5LSG § (ol Sge
318 0,Lal gl )Sg00 plans
0y99 3,588 o slp 1y ol @ by pB)l lawgie Il (ulw slasles coaS 236 b)) sl
5 sl 0330 el 6l ol slaslys kS (a5ls Ligto b cenliie olos,S daslons Y+ VA b 145
b ol CoteS L (gl )5S s oyt )0 550l g dngs I )0 (sl j9iS e Aiged IS¢ j5iS
i dib ol (culbes glasls SodSTL slaysiS g hagte (cubiw lasls SudST L slaypas b
AL o a5 (oaiiS B pas sl paSLs @2, 80) py55 slp lilaz &y 1) ¥ abal) s 0008
50 ¥ oyl sl U o 05T (555 0 STl sl STy elsil (sl ST (2aSTs il 5 005 e Sl
b (5o 3l Sk L (gl 55 Vb plws (slolys Sk L gl 588" (6 ST STy s o5 4
oy ol oS sl ] a5 B 455 020 oo L |y (s sl (lo0les kS L (sla )5S 5 Lawgio
gbs Cll> a jo y0 aslllas (gykas Sl b Jol axj0 ;o YU cwlow laoly cua ST L sloy0iS (6l o]
Cuddgo 163 09,5 (nl ;00,1 (65t (6,1 5ke 551 )L 5o alblae pae g St b ol o gl (ol ilibga
&35 30 Sk 45 50 30 Zasl olpa )55 50 ugmine (1alS g solasdl al azgi LB il L ol o 5]
3 Ay S 4) a5 BB 2l 51 25 50 503l L aoal 4zt 5 0,95 St o Jg 5l glds o
dls ealss 1) 055 50 Gugmme Ghalidl g (ASls (allaladgs ol 5o (el Cudbge glis clo yo 38l
P95 9 9y sla axly 1o ol slo anje s adl a5 wad o &) 5l 5 S o a0 i Sl

Ligia g w23 8 QLA 352 3 53 5 Ll (510 POlity2 adli 48 )38 OY 2axi ¢ it H5dS 7Y G ) 25 (5o b 0l gl -
Vo O 0oL 5o ead dnalae e g a8e (i Cl A8 Anulae YOIVA B VAT Slejeen 0 5 58S a ) polity2 (adls
caialdy by aa ) YO amse b HedSar ol S la danlas QB oaeld (Buda 00l dpulas (adld dangie OY L gdS Y aslal Hy
1a ;3 YO Aty HaaS ) pdS il (et 5 ey Sl s (5] gy 20 Aiha 4iald YL 2a 0 VO 500 VOO c2a 0 YD
Al 5 o sia cusbins 5L ol LS L la ) 58S 40 VO YO (4l ¢ (il (ol sl g3 S L sl 538 4 S 1 8 Akl oy
23 K (3l YU aiis (slaales oS L (sla 988 43 2m 53 Y (YU

YL b plaalg CdS Ligla 508 v

OSisa 53 (5 sen — (5 e — KD s — (o sim (ol 1 — lapmsns ol G — Ll gt g0~ Ly 8 5 01ty i vid — oy ) 50— Siildla — ple Jal
o - a8l - s Sl ISy -

s o e (s sladlgl CaS L sla )iV

— ARl — 4y e — el — 48 S ISlCIabe — g5 gl — (M8 — 2l — RS LIRS Ll b Ll — 5 5 )
chsla L&) — (58 e sl — i — Js - LS — g5l

s oal uli g S L Gla i8S Vv

LB lee — S8 (B8] e — i — 0 — O ) — () sl 38— e (5 a8 il gy — 8y 513 RIS dla )

Sl slaidl aoliliad
Ve Gliwe; / 5V ol / V5 550




VA 55l o il e Mo a4y 38 sl 23STy slasely 1 ], Ken ¢ oUS 03] jaes plyens

321513k 30 el Caidgo glBd — I

p35 G51s AEL adg a

j)‘ )‘)l{ J° oSl Li oL.o.h (c_ls.b -

p25 G51s AEL adg a

(a3l o) 51 €55 ST Josd -

3t Bl AL adg uby

YU ol Sl CodenS L sl 95 - F Sl
Sings slo atil goto

Sl slaidl aoliliad
Ve Gliwe; / 5V ol / V5 550




HSan 5 ol o3l saxn plias [yl il 50 lil i EMas 4y liSuslis (5STy ool [ Yo

Pra ;O preal ol Sl L8 15y 04T egec Sl b anglias plae jo g ond &Sl Sloesgi 4y axgi L
e Sty oDl o5 |y ol oy Wl gl sloslgs oS |y s, 95 15 4258 oS (55
CoiS a4 azgi bl nl )0 el uBbge glis a0 58 5 A1 (AL adg a3l o 50
Gy JBLoyeaS ol po (o Jg 5l el jo (Jleiol Cansld Sty doy9aS a3 (ol sl sl (VL
O 50 4zl s ol sloolyd (Vb CodS oS ol alags S5 ol om0 el (nl i Jdo el
Al SVl 5 L 5550 sl S ol ol yad (53550 S Y il L a ool gdgs TV
DS sla ol iy Olsne ot ol 18 it 55 855 505 b3 5V el 5 e
o2les 4 e a8 ol 8l slaws ezl 2l b g ools ial3él |, csoladl oI55S 05 (655 yo SOl oclés
Do oo RIS 5Ty (e (Ja 5 e jo S Sty il 51k o ail Sloges

Sl 515 A 85 0 £8IS L olyen a5 51y cal o 51 il 5 alblas pue sl
a3 lse olios slooles (GYb kS L (glo 555 05,8 10 0,5 el s oo b Jalow Jpud b 1) el 5
J5S (sogee Ll 0550 50wzl 4 liws A5 J> j0 o)l me i (e o 5l gls cgz 5l L o
Dy Co (B3 i 50 e slaysiS IV 5V ) o)led slo

S i (sagee I b bagie culw 5l Slod b5 L sl y5iS 4 bgype 0 ojled S0 anglie
Sl 55 a3 iz s JS1s Ll g 0, Sl g (o s Bl 51 ol
Sedgi oy Lo ysiS 5leg 3l 5o wols allas pas g LSS L olyen gBs Clls 5 ppaty ez JB
55 Wl gl (slasles oS slo 528 05,8 Uy 31l 5o alhae e s s L3 a5
a0 Elpolo il 5151 L5 Wil e oS o azlye Lial33l b cmly coslins (6lg5 S b (gl 58
Ohaled & 4295 b 511k 5o alblas pas Canlow 18,5857 5l 09,5 0l yo a8l o y9aS” o Jg 55,1 GralS
)15 ez g 003 551 13l 4 AlSlas b deglio 5 (65 A3 o Calos ST STy ol

s 33 e 5 ol s lasled kS b L5 4 g e sl Jogai # o lach S5
Ol 5o 3k s At s (oo plas (I3 AL wdg as, ST STy wlg oy Sl Dl
ol slasls EuiS L sl 98 el sl 2l e 5 10 e 5 Al pute Sl &y a5
iy 81355 oo 35 5 s Sl b o o 5 58 53 oS o el 3 il

Sl slaidl aoliliad
Ve Gliwe; / 5V ol / V5 550




WYY 555k o il i Mo a4y 38 sl 23STy slatoly [ ], Ken ¢ oUS 03] jaes plyecs

321513k 59 el Canidgo glBd — I

s B AL algi iy

31 55L 50 Cansli b ol o glBs -0

3T B AL Iy wiy

(Al pae) 5,1 5 T Jasi —

3T B AL Iy wiy

Lo sl Slgg Eanke U (slo 95 -0 S
KO 95 sl a8l iaie

Sl slaidl aoliliad
Ve Gliwe; / 5V ol / V5 550




HSan 5 ol 03l saxn pliad [ 3yl il 50 lil i EMas 4y ISl (5STy clatly [ YV

321513k 39 el Canidgo glBd — I

0395 S50 AL i wi

31 55L 50 Ccansli b ol o g0 -0

oo S AL sy s

(@l pae) 5yl 5 (5T howi -~

3 1 AL g wi,
ol (owbew ol CatnS b sy guls —F IS
Samgsy sle ambl iaie

Sl slaidl aoliliad
Ve Gliwe; / 5V ol / V5 550




WYY 5 5l5k o il e Mo a4y 38 sl 23STy clasoly [ ], Ken ¢ oUS 03] jaes plyecs

Conibonr 23Sy (595 2 (ol (SloMS CodeS 56 (guiy 2 sl LI (o0 008 W) Dlompdg 4 425 L Gl 2l
ol py55 9 (510 (AL oy ady (ASTy Comdg anlie Jol Clo 5505 oslitnl 050 99 5l (Jon )85
o Olg5 (o0 325 pgs Sl el a3 e (puliw slasled CoiS @ by pe diels s )3 (635 50 SOL sl el
ol 8 anslie 850 ((owbow sloolys CoaS Bld fyga0) |8 jidu egee Sl Ly ond oL aa b
i aheb 5 sl Slaol CuheS (aSLE 4T WS oo i S STy @l sy sl Sl
P8 S baugi 5 anie oF Cwslew DLl g5 4 bgyye ls )0 lobine 15U L (nl Lo jenS
ol Wl s slosles S sl 95 05,5 myast 53 15 31 it 5 Sl ks & (25T,
Sl o 4281 L2 )5l ] ogas 10810 oz 5 (635 0 L Jawgy alslae poe 4y Coed ) 5L 0 alS s
S slaws oyl oMol (sl Cenlns Lol 5 g (Ral38 b Wl o o Al g (535 0 SOL VL Dzl
g ools zals 1, &yl (655 e SOb Cnbiws Sl Cgz 5, LI 0 Wl Slogw alloe a4 bles a5 )l Sl
5o alslae Caslew 0 oo G 1) o oljen YL e alje b aS gls jo CuSld Sy Gk o)
5 1 95 k5l ol 590 8 Gl ol sl S b sl 555 g 3 51
5 o sl sy 3 85 53 G Sy 2L g 5 (5550 S Pl 1 g ol el
pos Camsbons 5T oz 3 onins (s G 25Ty @l bawste sl slosled oS b (slo)5iS oga
G B S PRSP ESIN Y
pos b g allae oy (6881 ez ST ST @l 5l ool @l sages (s Sl 0090 Sl
alzlae b el 5110 5o allae el jo CanSl St 51 (c80 e 0l 5 0o (o0 Glid 1y 5l B o
55 b5 S o Jac Un,iS (s Kanl iy g 50 &8 Jnn 0 i @ ol sliaslyd S
o oo wal b S8 sl (sl STl 5 ez 5 Sl 5 00 5
SN EP5 Sl 9d9e w00 (o0 (a5 Ol pl (Dl (55002 S 029 g 5l 5 Dl oy ()
SWle (b (ogasn &5 mre onl ool Dglita (390> b LaygiS plu jo o] Sy b olnl 5o
Co i 039: Ja JIS Gl 5 golaidl (Yl ax g5 3,50 Dlegdge (pyege | (S ALBAS
a5l L el o gy ol SLazdl y solae Sl b 45 05 oo Jelo (gounie (slb 55 il
Mg ad, 0,8 18 azg 0y5e Jelse plo 058 ad el (Jg 009 IS0 BB o 156 5 s
ot Bl alor 31l 3 8 slo aT,0 iy g 5 1 i 1 515 sl
Olge a i 55 fse o] Sllogi 65 S0 50 5l &5 Sl gl 53U el oS ol
Sl s [0 Sl L3 jeiS Jols (@Il adgr 5 si slaasl )0 dguge a5 conl ol 050 Jlie
cohlSen 5 59l (Bl )asS oo pau |y ()T Comdg cgo azg (58 g atdls D oligS o 5l E
.(yyar
SAYIS a3 5 St laalSS sy & s iy Sy s 4 ol 3 e 5] (Y
ol ol g wad sogeas o (iolidl cely Slo)lg YIS cead ol g il so al33l Sl

Sl slaidl aoliliad
Ve Gliwe; / 5V ol / V5 550




OlSen 9 5 oljyams plyas /o 3yl 50 50 Gl dibw Mes 4 HliS Canliw 35Sy slasols [ yvg

SRlpb Gl @ e a0 g 09d ge o8 wely0 5 ol sl b ol 8l w3 &jad rals el
Yl (Sly & Salis bagnlply - (VTR ¢ sovas (5500 5 705 Jo)00 5 (o0 ansl o sl
B a ]y olacalos 0l cdgs ael)s @555 S5 j5late 4 45 09 oo dogs Dls g 4y 5588 sladl
Ot Bayb 5l 25 St GaalS L ablie i O)le 4 09h (o o S 4 e oS 0
O3 I @IS Ceslow 50 5 £ Gt el G pduBllanl 5 () 3l wlaly )l £
slo oled CedS 2wl wST ol pol adllas o 4zl o)lse cnl pedle 08 18 ST
29k Bk 5l 635 e SO Jliel g St 8L b g ol sl (oo (655 0 SSL Pl g (ol
el Blod 4l ) Sslite gl wlsi o o sodlel (gle calins 4 s (golaridl ¥lad
el ol (gui Al Gl (el Slasly oS L (ly9iS 55 Gl (el Slaoles cotS
i sloasl,o 1als I LA azog (68 ¢ i wel e 4y golaie el (b Zdgo azog IS
ol Pl & 4255 b (535 50 i JUIS 51 cgs Lo cpmals o5 ¢ o g (gla oy i1 o
Js 51 B 5o 635 o SSb Al Julow sl 550 sl alge « (a3 lt nl LS 55 (655 50 SOL
S 50 655 0 Sl ol slael 5 O el saslin b (golatdl 155,15 a8 conl o il o o
2 AV e b od @Bl o)lal 050 sl Sl (i a5 51 255 0 ge oolal gla ie Ll
Sz 50 OS5 05Kl 2 55 5988 )3 ooy Ll (B5b Sl anled (oo 05l &l Slage DLe>
S wled (oo @l g o5 5l (LBU (g 48y Sews 5l sla G551 51 SVL dge ST g i
Sy oo B A Ll il L oo )5 (o 98 50 5l ST BB e Slleg 4 aie 3)l9e (ol ples
g ol sald 3 sl (b a5 6Kl 4585 (65 pBS el 52 (e IS Canlis alzl
S35 o Sk sl Ao o e 41235 Sl (b 5955 Brond 9 )95 Sl 0 (oo sl s (

23l (oo e (2l SLsS 5

G5 i -0
FrSolr Cuz b oog Jub e Wilys (o0 51 L 5o Wl Slogm m2les b agzlge y0 Jg IS cenlws
b g (e o 5l gl )3 12,985 (655 50 SSb hled 5 (Ul 4 s e Al (Lo Joy (85)) RelS
alzlas )l 5 ST a5 (o sy 5l o gz (635 50 SOL als s pas jl pel guly 09,8 a5l 5 5,
0 S g 550 5y alslae g Gl E5 Jlolime oo pae) (o Jgr o315l el cndbga 3o g 5,0 150 o
PS5 o dely Cewl ol (ornw aslllas (ol jo el Joions () 5 4By b Joaw) (o Jgy o951 51 gl
S S 4 b el 45 Gl 95 40005 (o) (ol slasls kS B8 p ASE L e aaSTy ool 5]
il anglie JB o559 (Sl LallBU adgs sla axly jo Lo el (ol 1 ploS” po soladl slo e jo

L aes (oo QLA (i (slo )5S JS) aalllas sogas b (gl onds glipel (ST (2STs @l (o) 2
Sk o AlSlie sie 3 5 Caibye b olyen alilas cls g3 0 L5l LalBl oy 0l aSul 4 4z

Sl slaidl aoliliad
Ve Gliwe; / 5V ol / V5 550




Y0 [543k o il i Mo a4y 38 sl 23STy slatoly [ ], Kon ¢ oUS 03] jaes plyens

Ol by b olran alblae wnii 53 o8 olies (8IS oy CuS g e LB guine (25T
el o Jgo 5l 880 o Sl Sy Aoy ol o Ll az gy BB 4SS el (55 438 oSl s3]
plas OBl 3115k o alslawe shamy (LJoye 4 Ly (635 50 SSL ST aws (o0 (LiS die al jo Lo aily (o) 2
(pyg Jolims (al 3l g (3 LAlBL adgs ad) (2als) (Sew Sl o oy ail axslas ) (o g 5l glo
ols aalss &,
Goolys CuheS el wmy dl> o )3 (555 0 SOl (655 el o) )0 S W 598 Sy by sl
095 s (2 py58 9 I (AL wgi 0y ST STy @l jloline glis 00,5 Jlesl Jae o puilns
5 NS 80 Jle S (et ld (pl a5 wad (o0 (LA b 5 Lawgte b owlow slasled ChsSTL slajpiS
@l e sla)giS o (Keal ) (pa5 Bl b pee (nl g 2Bk Wy (o0 I Cslew STs g9
AP 93 10 Sy Candg pogdle YU (cwlw Slaolyd CodS L slo)92S 05,5 10 S (o0 S e |y eSS
YL CuheS @ 4295 b sagee Sl 4y S el SuiBge g3 a 50 095 g (Ao AIBL 0y )
el ARy BB LaysaS cnl 5o (e Jg 5l gl 50 (el CenSlh Sty o925 0l 3 (ol slasles
Teos V-V i 50 azil e (ol laoles (VL S o8 ol il S5 0l ) o8 ol (2l e S0
sl g ©peed 5l Pl YL az 55 b 655 50 sbe SSb el ol jon (635 70 STL SYL LT L cad 00l
b (2B 5 (IS sle Ceslow (B pdy liee oes 0pl I it 1055 5 055 (65 Sl 50 6 5L
15 &S 105 w2l 4 yles a5 ool 3l slaws Jlazs! (2ol b 5 ool alsdl | oolazl LI5S 55 635 50
Fogf cnl o S Glys (oo I ams (o BaS 55 1y (o (Jg 5l gl 50 Sl Sy el 51k
OLas Beon slo axdly o9 amlys aisa oS g glo BB (o351l (o Jg 5l g8 5 50 )ik 5o allae e ygnS
Lol e 35l 5150 5o I8 cunliw alslos pas swlew slaoly lawgio Coa S b slo jaiS 05,5 ;0 aos o0
20 gz 5 )l Bl e aldlae 4 S 5 0392 o e 0555 (5 Dl i g (A AIBL wg w3
adls alsloe pas a4y Cond (6505 Sy 5l 51k o ald e by ool Glaoles CobeST L o )5iS 09,5
2l (oo (o Jg 5l EBS anza oS by
2,5 Olsie Ol o0 ) g |y Baod sl aidly I 5L s aods &g onl b
Ol cle Jsg 5l EBS 50 Sl Sy 4 4255 b (ogoe 2l 5 (L8 oaaly ST 23515 il v
poy oaas Gl gl S gad ey [ alzlae pas b g 5l Bl o alBlae SO ez
BBl (o0 Epoge (nl dig S ol Jlaxe Jlosl g 12985 (o (S0l @ 4z
L )5k 2 ogdle py58 d S 350 (oolad 3 (31 (AL g 0y ol ST ST il v
s oo all ) e mls s Sl
oges LI (e dglie 5o Ly e I ol il 5 S STy &l (e e @ azg kY
Olsie Ol (o0 ¢ Wigd (o0 ok Ak culiw Glaoly CohS alh 4 azgi b e jsiS oS Sl
Ty 0 IS ek 4 @l ko 50 506 opdle sl Slooly oS (a3l Jlasl 58

Sl slaidl aoliliad
Ve Gliwe; / 5V ol / V5 550




HSan 5 ol o3l axn plias [ 3yl I3k 5 il At EMas 4y ISl JiSTy claaoly [ 1Y

GiiG_?);‘ua>’Li3Q_llJL&:IL;Jdlaﬁg.qﬂw@w@ywdb)ﬁw@mb
el 5 gy (635 0 SOL sl A5 A sl sl

YL 5,55k 0)lse (Bl a4 s YU sl slooles cuaS U sloy9iS (glys oanel Cawis s v

B2 ol 1) gaasd gk Sl b

asdllas 51 5,5 oolinasl LT b anlllae (] O it slive 51 olg3 (oo s Slalllas s b anglio o v/

Mgt 1als elide j 1) aometi e sle s S sl Sibse glis (YN0 5 YN E) o Sem 5 )
sho U2 05501 50 S GRelS & s o S o) 4dg b (2l oo Sl am gBlge 0 5 00,5 il
g el @ az g b ) addllas p) cegee cl Gl o I a0 Lis 1) (65 o pBre ]
ol aslllas ogos Il 0 o &l gl ol 18 anlie 950 linl asdllas L Sl allbl
o gt b oiie (610,985 05,5 10 551 Ik jo alslae pae Lyl asllas M5 5 s e LS
i 5,5 g alS 5, 5185 e s 555 SO 4253 0 el 5 o0gs ol m

By18 (65 P Sl (S Lol o glas ) 5,1 &5 0 aadg b

0wl Cowdo @Lq MQ‘SAULAAJ ( Y\Y )J"'o"‘)B ngs_o.;.: A.xIUa.oL)d\:JUAA Q"‘ (PGS cJl> MLM 4

ool gz ol pulide j0 (oo slo A e 4 azgi bl Ik o Alslas pae g 009 oo 4lie

0%9 Foe 3l plas anlllae 93 o )3 ot la ,9dS S0 5 Lo 1585 095 (sl Bd> ()1
Syl diey ol jo oads Jlesl slo o li

&5 2 Ase Jolse sy (VF ) oie s ol ol (lapo ¢ 000t (el + o s+ (5 e B
CYAYYA L (OF) V0 ¢ Jo sleaBli by 38 ey olEys 5l ! 5o

Fomer e - o T500 5 (58100 (golatil slo 4y, (VYY) Sonzr ¢ gl 9 09yl ekl s
O 95 S e (e plalgS S jhx

2 08l @35 2 5 €5 Sl o) Eel b L (1¥A) el aras (S hez « a5 05 Sl
CFO-SY L (OY) VF . Il slazdl « NARDL 5,555, 1)

st ge Jalse (VTAF) dabld ¢ slonly ¢ poSilgm ¢ SULy ¢ 3l 3 (55 3Islas « g o5l Slio
Y OPY ) A e sl ol sl s sy <ol asls p o] 8l g Bly 5 £ 5

A

4

G

(f

5) Arellano, M., Bover, O., 1995. Another look at the instrumental variable estimation of error-

components models. Journal of Econometrics.

6) Bauer, C., Hertz, B., 2011. The dynamics of financial crisis and the risk to the defend the exchange

rate. Annual Conference of the Verein for Social politik.

7) Brunnermeier, M., James, H., January 2015. Making sense of the Swiss shock. Project Syndicate.
8) Burkouskaya, a., 2019. Political economy behind Central Bank Independence. Journal of

Macroeconomics.

Sl slaidl aoliliad
Ve Gliwe; / 5V ol / V5 550




WYY 5l 5l5k o il i Mo a4y )38 sl 23STy (slatoly [ ], Kon ¢ oUS 03] jaes plyecs

9) Burnside, C., Eichengreen, A., Rebelo, S., 2004. Government guarantees and self-fulfilling
speculative attacks. Journal of Economic Theory.

10) Bussiere, M., Saxena, S.C., Tovar, C.E., 2012. Chronicle of currency collapses: Reexamining the
effects on output. Journal of International Money and Finance.

11) Calvo, G. A., Coriselli, F., and Ottonello, P., 2012. The labor market consequences of financial
crisis with or without inflation: jobless and wage less recoveries.

12) Cerra, V., Saxena, S.C., 2008. Growth dynamics: the myth of economic recovery. American
Economic Review.

13) Eichengreen, A., and Rose, A., 2003. Managing currency crisis in emerging marketsNBER
Working Paper.

14) Erler. A., Bauer. C., Hertz. B., 2014. Defending against speculative attacks - it is risky but in can
pay off. Journal of Banking and Finance.

15) Erler. A., Bauer. C., Hertz. B., 2015. To intervene or not to intervene: Monetary policy and the
costs of currency crisis. Journal of International Money and Finance.

16) Farvaque. E., 2002. Political determinants of central bank independence. Economic letters.

17) Gupta, P., Mishra, D., Sahay, R., 2007. Behavior of output during currency crisis. Journal of
International Economics.

18) Hayo, B., Voit, S., 2008. Inflation, central bank independence, and the legal system. Journal of
Institutional and Theoretical Economics.

19) Hielscher, K., Markwardt, G., 2012. The role of political institution for the effectiveness of central
bank independence. European Journal of political Economy.

20) Hutchison, M., Noy, 1., 2005. How bad are twins? Output costs of banking and currency crisis.
Journal of Money, Credit and Banking.

21) Kydland,F.,Prescott, E., 1977. Rules Rather Than Discretion: The Inconsistency of Optimal Plans.
Journal of Political Economy, University of Chicago Press.

22) Lahiri, A., Vegh, C., 2007. Output costs, currency crisis, and interest rate defense of a peg.
Economic Journal.

23) Lopez-Suarez, C., Razo-Garcia, R., 2016. Speculative attacks in a two-peg model. Journal of
International Money and Finance.

24) Love, l., Zicchino, L., 2006. Financial development and dynamic investment behavior: Evidence
from panel VAR. the Quarterly Review of Economics and Finance.

25) Morris, S., Shin, H., 1998. Unique Equilibrium in a Model of Self-Fulfilling Currency Attacks.
The American Economic Review.

26) Obstfeld, 1996. Models of currency crises with self-fulfilling features. European Economic
Review.

27) Teimouri, Sh., Zietz, J., 2017. Economic costs of alternative monetary policy responses to
speculative currency attacks. Journal of International Money and Finance

Sl slaidl aoliliad
Ve Gliwe; / 5V ol / V5 550



https://ideas.repec.org/a/ucp/jpolec/v85y1977i3p473-91.html
https://ideas.repec.org/s/ucp/jpolec.html
https://www.sciencedirect.com/science/journal/10629769
https://www.sciencedirect.com/science/journal/00142921
https://www.sciencedirect.com/science/journal/00142921

Financial Economics
Vol. (16) Issue (61) February 2022

Abstracg

https://doi.org/10.30495/fed.2023.1948606.2622

Consequences of the policymaker's reaction to speculative
attacks in the foreign exchange market: The role of the
quality of political institutions
Shahram Jafarzadeh Gollo*

Hossein Abbasinejhad?

Teymour rahmani®
Sajjad Barkhordari*

Received: 09 / October / 2022 Accepted: 09 / December / 2022

Abstract

Monetary policymakers can choose between intervention or non-intervention to defend the national
currency against speculative attacks in the foreign exchange market. Given the incomplete information
of the central bank about the severity of the attack, it is necessary to be aware of the relative
consequences of each of the reactions in the unit of economic indicators as a result of each of its possible
responses. This study examines these consequences in the unit of changes in GDP and inflation for
developing and emerging countries and in the period 1960 to 2018 examines the role of the quality of
political institutions between selected countries. The results obtained from the instantaneous reaction
functions for GDP and inflation as a result of three possible types of central bank responses including
intervention with success, intervention with failure and non-intervention in the foreign exchange market
show that in the absence of quality indicators of political institutions Low cost will not face a clear and
unequivocal answer. In terms of the quality of political institutions, intervention in the foreign exchange
market is preferred in the group of countries with high quality political institutions due to the increasing
reputation and credibility of the policies announced by the Independent Central Bank. Findings show
that in the group of countries with moderate quality of political institutions, non-intervention of
policymakers in the foreign exchange market is associated with increased GDP growth and low inflation
and is preferable to intervention in the foreign exchange market. In the group of countries with low
quality political institutions, intervention in the foreign exchange market is less risky than non-
intervention, and the low-cost response is to defend the national currency.
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