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(GLWRULDO

,Q� WKLV� :RUNLQJ� 3DSHU� -RVp� 9LxDOV� �%DQFR� GH� (VSDxD� DQG� &(35�� DQG� -XDQ� )�� -LPHQR
�8QLYHUVLGDG� GH� $OFDOi�� )('($�� DQG� &(35�� H[DPLQH� WR� ZKDW� H[WHQW� (FRQRPLF� DQG
0RQHWDU\� 8QLRQ� �(08�� PD\� DIIHFW� WKH� IXWXUH� HYROXWLRQ� RI� (XURSHDQ� XQHPSOR\PHQW�
$IWHU� GLVFXVVLQJ� VKRUW� DQG� ORQJ�UXQ� GHWHUPLQDQWV� RI� XQHPSOR\PHQW� LQ� JHQHUDO� WKH\
HVWLPDWH�D�PXOWLYDULDWH�WLPH�VHULHV�PRGHO�IRU�(8�FRXQWULHV��:LWK�WKLV�PRGHO�LW�LV�SRVVLEOH
WR�VHSDUDWH�FRXQWU\�VSHFLILF�IDFWRUV�IURP�FRPPRQ�IDFWRUV�RI�XQHPSOR\PHQW��7KHUH�VHHPV
WR� EH� HYLGHQFH� WKDW� D� JUHDW� IUDFWLRQ� RI� (XURSHDQ� XQHPSOR\PHQW� LV� GHWHUPLQHG� E\� D
FRPPRQ�IDFWRU�ZKLFK�FRXOG�EHFRPH�PRUH�LPSRUWDQW�ZLWK�GHHSHU�ILQDQFLDO�DQG�HFRQRPLF
LQWHJUDWLRQ�LQ�(XURSH��6XUSULVLQJO\��WKHUH�LV�QR�HYLGHQFH�WKDW�FKDQJHV�LQ�UHDO�H[FKDQJH�UDWHV
KDYH�DQ\�VLJQLILFDQW�LQIOXHQFH�RQ�(XURSHDQ�XQHPSOR\PHQW�UDWHV�

1RYHPEHU��������
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���,QWURGXFWLRQ1

3HUVLVWHQW� XQHPSOR\PHQW� LV� WKH� WRS� VRFLDO� DQG� HFRQRPLF� SUREOHP� RI�PRVW� (8� FRXQWULHV�
1RZDGD\V��WKH�XQHPSOR\PHQW�UDWH�LQ�PRVW�(8�FRXQWULHV�LV�DERYH����SHU�FHQW�DQG��DOWKRXJK
XQHPSOR\PHQW�KDV�GHFUHDVHG�GXULQJ�H[SDQVLRQV��WKH�DYHUDJH�(8�XQHPSOR\PHQW�UDWH�ZLWKLQ
HDFK�F\FOH�KDV�LQFUHDVHG�VLQFH�WKH�HDUO\�VHYHQWLHV��$OWKRXJK�XQHPSOR\PHQW�HYROXWLRQV�KDYH
EHHQ� WR� VRPH� H[WHQW� VLPLODU� LQ� (8� FRXQWULHV�� WKHUH� DUH� VRPH� RXWOLHUV��2Q� WKH� RQH� VLGH�
3RUWXJDO��$XVWULD��8.��7KH�1HWKHUODQGV��DQG�/X[HPERXUJ��ZKLFK�KDYH�XQHPSOR\PHQW�UDWHV
FORVH�RU�EHORZ���SHU�FHQW��DUH�WKH�´ORZ�XQHPSOR\PHQWµ�FRXQWULHV��2Q�WKH�RWKHU�VLGH��6SDLQ�
ZLWK�URXJKO\����SHU�FHQW�XQHPSOR\PHQW��DQG�)LQODQG��ZKRVH�XQHPSOR\PHQW�UDWH�LV�FORVH�WR
��� SHU� FHQW�� DUH� WKH� H[WUHPH� H[DPSOHV� RI� WKH� (8� XQHPSOR\PHQW� ´GLVHDVHµ�� 3DUWLFLSDWLRQ
UDWHV��WKH�LQFLGHQFH�RI�XQHPSOR\PHQW�DPRQJ�VRPH�SRSXODWLRQ�JURXSV��\RXWK�� IHPDOH�� ORZ
VNLOOHG�ZRUNHUV��� DQG� WKH�GXUDWLRQ�RI� XQHPSOR\PHQW� VSHOOV� DOVR� YDU\� DFURVV�(8�FRXQWULHV�
7KLV�YDULDWLRQ�VXJJHVWV�WKDW�WKHUH�PD\�EH�VRPH�SHFXOLDULWLHV�LQ�WKH�XQHPSOR\PHQW�VLWXDWLRQ�RI
WKHVH� FRXQWULHV�� +RZHYHU�� WKH� RYHUDOO� VLWXDWLRQ� UHJDUGLQJ� XQHPSOR\PHQW� LV� WKDW� PRVW� RI
WKHVH�FRXQWULHV�DUH�´FRQYHUJLQJµ�WR�XQHPSOR\PHQW�UDWHV�FORVH�RU�DERYH����SHU�FHQW�

,Q�WKLV�VLWXDWLRQ��PRVW�(8�FRXQWULHV·�JRYHUQPHQWV�DUH�XQGHU�SUHVVXUH�WR�ILJKW�XQHPSOR\PHQW
SUHFLVHO\� DW� WKH� WLPH�ZKHQ� WKH\� DUH� DERXW� WR� HQWHU� D�PRQHWDU\� XQLRQ��7KH� WRSLF� WKDW�ZH
DGGUHVV�LQ�WKLV�SDSHU�LV�WR�ZKDW�H[WHQW�(FRQRPLF�DQG�0RQHWDU\�8QLRQ��(08��ZLOO�DIIHFW�WKH
IXWXUH� HYROXWLRQ� RI� (XURSHDQ� XQHPSOR\PHQW�� $W� ILUVW� VLJKW�� LW� PD\� VHHP� WKDW� WKLV� WRSLF
VKRXOG� QRW� GHVHUYH� PXFK� DWWHQWLRQ�� $IWHU� DOO�� XQGHU� WKH� WUDGLWLRQDO� PDFURHFRQRPLF
SDUDGLJP��WKH�TXHVWLRQ�DERXW�WKH�LPSDFW�RI�(08�RQ�XQHPSOR\PHQW�KDV�D�VWUDLJKW�DQVZHU��,Q
SDUWLFXODU��VLQFH�LQ�WKH�ORQJ�UXQ�XQHPSOR\PHQW�LV�GHWHUPLQHG�E\�UHDO�IDFWRUV��VLQFH�(08�LV�
LQ�SULQFLSOH�� MXVW�D�FKDQJH� LQ�WKH�PRQHWDU\�UHJLPH��DQG�VLQFH�PRQHWDU\�SROLF\�RXJKW�WR�EH
QHXWUDO� LQ� WKH� ORQJ� UXQ�� WKHQ� (08� VKRXOG� KDYH� QR� HIIHFWV� RQ� XQHPSOR\PHQW� RYHU� WKDW
KRUL]RQ�
+RZHYHU�� LQ�RXU�YLHZ��WKHUH�DUH�DW� OHDVW�WZR�UHDVRQV�WR� IHHO�XQHDV\�ZLWK� WKLV�SURSRVLWLRQ�
)LUVW��ZH�VKDOO�QRW�TXRWH�.H\QHV�RQ�WKH�UHOHYDQFH�RI�WKH�´ORQJ�UXQµ��EXW�RQH�WKLQJ�ZH�KDYH
OHDUQHG� DERXW�(XURSHDQ�XQHPSOR\PHQW�RYHU� WKH� ODVW� WZR�GHFDGHV� UHJDUGLQJ� WKH� HIIHFWV� RI
VRPH�WUDQVLWRU\� VKRFNV�RQ�XQHPSOR\PHQW� LV� WKDW� WKH� ORQJ�UXQ�FDQ�EH�´YHU\� ORQJµ� �VHH�� IRU
LQVWDQFH��%HDQ���������6HFRQGO\��(08�ZLOO�QRW�MXVW�LPSO\�D�FKDQJH�LQ�WKH�PRQHWDU\�UHJLPH�
7KH�HQWUDQFH� LQWR�(08�KDV� WR�EH�DFKLHYHG�XQGHU�FHUWDLQ�FRQGLWLRQV� �WKH� IXOILOPHQW�RI� WKH
ILVFDO�UHTXLUHPHQWV�ODLG�RXW�E\�WKH�0DDVWULFKW�7UHDW\��ILUVW��DQG��WKHQ��RI�WKH�6WDELOLW\�3DFW�
ZKLFK�KDYH�LQIOXHQFHG�DQG�ZLOO�FRQWLQXH�WR�LQIOXHQFH�WKH�(XURSHDQ�PDFURHFRQRPLF scenario.

                                                
��7KLV�SDSHU�SDUWO\�GUDZV�IURP�-��9LxDOV�DQG�-�)��-LPHQR��������� ´0RQHWDU\�8QLRQ�DQG�(XURSHDQ�8QHPSOR\PHQWµ�&(35��ZRUNLQJ
SDSHU� QR�� ������7KH� YLHZV� H[SUHVVHG� E\� WKH� DXWKRUV� DUH� SXUHO\� SHUVRQDO� DQG� GR� QRW� WKXV� QHFHVVDULO\� FRLQFLGH�ZLWK� WKRVH� RI� WKH
LQVWLWXWLRQV�ZLWK�ZKLFK�WKH\�DUH�DIILOLDWHG
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Furthermore, EMU may bring up some real effects, for instance, on price setting -through

WKH�GHHSHQLQJ�RI�HFRQRPLF� LQWHJUDWLRQ��DQG�RQ�ZDJH�VHWWLQJ� �WKURXJK�FKDQJHV� LQ� WKH�ZDJH
GHWHUPLQDWLRQ�SURFHVV��ZKLFK�PD\�KDYH�VRPH�HIIHFWV�RQ�XQHPSOR\PHQW�

:H�RUJDQLVH�RXU�GLVFXVVLRQ�RI�WKH�OLNHO\�HIIHFWV�RI�(08�RQ�XQHPSOR\PHQW�LQ�VHYHUDO�VWHSV�
,Q� VHFWLRQ� �� ZH� WDNH� FDUH� RI� VRPH� SUHOLPLQDULHV�� )LUVWO\�� ZH� SUHVHQW� VRPH� EDFN�RI�WKH�
HQYHORSH�FDOFXODWLRQV�RI�WKH�HPSOR\PHQW�JURZWK�QHHGHG�WR�EULQJ�GRZQ�XQHPSOR\PHQW� WR
´DFFHSWDEOHµ�UDWHV��VD\����LQ�DERXW�KDOI�D�GHFDGH��7DNLQJ�WKLV�DV�D�UHDVRQDEOH�EHQFKPDUN��DQG
JLYHQ�IRUHVHHDEOH�ODERXU�IRUFH�JURZWK�LQ�WKH�(8��VLPSOH�FDOFXODWLRQV�VKRZ�WKDW�VROYLQJ�WKH
XQHPSOR\PHQW� SUREOHP� UHTXLUHV� VXVWDLQHG� HPSOR\PHQW� JURZWK� DURXQG� ���� SHU� FHQW� SHU
DQQXP�� 7KXV�� WKH� UHOHYDQW� TXHVWLRQ� WR� EH� DGGUHVVHG� LV� XQGHU� ZKLFK� FRQGLWLRQV� FDQ� (8
FRXQWULHV�DFKLHYH�VXVWDLQHG�QRQ�LQIODWLRQDU\�JURZWK�RI�WKLV�RUGHU�RI�PDJQLWXGH��DQG�WR�ZKDW
H[WHQW� (08�PDNHV� WKHVH� FRQGLWLRQV� HDVLHU� WR�PHHW�� 6HFRQGO\��ZH� SUHVHQW� D� ZHOO�NQRZQ
PRGHO�RI� WKH� ODERXU�PDUNHW� WR�EH�XVHG� LQ� WKH� LGHQWLILFDWLRQ�RI� WKH�GHWHUPLQDQWV� RI� XQHP�
SOR\PHQW�RYHU�WKH�VKRUW�DQG�WKH�ORQJ�UXQ��$IWHU�WKHVH�SUHOLPLQDULHV��LQ�VHFWLRQ���ZH�GLVFXVV
VRPH� HPSLULFDO� HYLGHQFH� WKDW� LV� UHOHYDQW� IRU� WKH� GLVFXVVLRQ� RI� WKH� FRVWV� RI� IRUJRLQJ� WKH
QRPLQDO�H[FKDQJH�UDWH�DV�DQ�LQVWUXPHQW�IRU�VKRUW�WHUP�PDFURHFRQRPLF�DGMXVWPHQW��)LUVWO\�
ZH�HVWLPDWH�WKH�VRXUFHV�RI�VKRFNV�WR�XQHPSOR\PHQW�DFURVV�(8�FRXQWULHV�DQG�GLVHQWDQJOH�WKH
´FRPPRQµ� (XURSHDQ� FRPSRQHQW� RI� WKRVH� VKRFNV� IURP� WKH� QDWLRQDO�UHJLRQDO� FRPSRQHQW�
6HFRQGO\��ZH�VXUYH\�VRPH�HYLGHQFH�RQ�WKH�VRXUFHV�RI�H[FKDQJH�UDWH�IOXFWXDWLRQV��7KLUGO\��ZH
UHSRUW� VRPH�HVWLPDWHV�RI� WKH�GHJUHH�RI� UHDO�ZDJH� ULJLGLW\� DFURVV�(8�FRXQWULHV� LQ�RUGHU� WR
JDXJH�WKH�H[WHQW�WR�ZKLFK�QRPLQDO�H[FKDQJH�UDWH�FKDQJHV�WUDQVODWH� LQWR�UHDO�H[FKDQJH�UDWH
FKDQJHV��)LQDOO\��ZH�GLVFXVV�VRPH�HYLGHQFH�RQ�WKH�LPSDFW�RI�UHDO�H[FKDQJH�UDWH�IOXFWXDWLRQV
RQ�HPSOR\PHQW�DW�WKH�LQGXVWU\�UHJLRQDO�OHYHOV��,Q�VHFWLRQ���ZH�ORRN�DW�WKH�HIIHFWV�RI�(08�RQ
PDFURHFRQRPLF� SROLFLHV��ZLWK� SDUWLFXODU� HPSKDVLV� RQ� WKH� 6WDELOLW\� 3DFW�� DQG� RQ� SULFH� DQG
ZDJH�GHWHUPLQDWLRQ�SURFHVVHV��VR�DV�WR�DVVHVV�WKH�RYHUDOO�FRQVHTXHQFHV�IRU�XQHPSOR\PHQW�
7KH�SDSHU�HQGV�ZLWK�VHFWLRQ����ZKLFK�FRQWDLQV�VRPH�FRQFOXGLQJ�UHPDUNV�

���3UHOLPLQDULHV

��� :KDW�GRHV�LW�WDNH�WR�EULQJ�(8�XQHPSOR\PHQW�GRZQ�WR���SHU�FHQW"

%\�GHILQLWLRQ�� XQHPSOR\PHQW� HYROXWLRQV� GHSHQG�RQ� ODERXU� IRUFH� JURZWK� DQG� HPSOR\PHQW
JURZWK�� ,Q� WKH� FXUUHQW� VFHQDULR�� JLYHQ� E\� WKH� IRUHFDVWV� RI� ODERXU� IRUFH� DQG� HPSOR\PHQW
JURZWK�LQ�WKH�(8��XQHPSOR\PHQW�ZLOO�FRQWLQXH�WR�EH�DW�KLJK�OHYHOV�LQ�PRVW�FRXQWULHV�GXULQJ
WKH�QH[W�\HDUV��,Q�7DEOH���ZH�SUHVHQW�VRPH�HVWLPDWHV��IURP�2(&'��������RI�ODERXU�IRUFH
JURZWK� DQG� HPSOR\PHQW� JURZWK� LQ� (8� FRXQWULHV�� DQG� FRPSXWH� WKH� XQHPSOR\PHQW� UDWH
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LPSOLHG�E\�WKHP�LQ�WKH�\HDU�������� �$FFRUGLQJ�WR�WKHVH�HVWLPDWHV��WKH�(8�ZLOO�H[SHULHQFH
ODERXU�IRUFH�JURZWK�RI�DURXQG�����SHU�FHQW�SHU�DQQXP��DQG�HPSOR\PHQW�JURZWK�RQO\�VOLJKWO\
KLJKHU������SHU�FHQW�SHU�DQQXP��$V�D�UHVXOW��WKH�XQHPSOR\PHQW�UDWH�ZLOO�RQO\�IDOO�E\�D�VPDOO
DPRXQW��DQG�ZLOO�EH�DERYH�WKH����SHU�FHQW�PDUN�ZHOO�LQWR�WKH�QH[W�GHFDGH��2QO\�WKH�´ORZ
XQHPSOR\PHQWµ� FRXQWULHV� �$XVWULD�� 7KH� 1HWKHUODQGV�� 3RUWXJDO�� DQG� 8.��� WRJHWKHU� ZLWK
'HQPDUN�DQG�,UHODQG��ZKLFK�DUH�HQMR\LQJ�KLJK�HPSOR\PHQW�JURZWK��ZLOO�DFKLHYH�PRGHUDWHO\
ORZ�XQHPSOR\PHQW��,Q�WKH�UHVW�RI�WKH�(8�FRXQWULHV��XQHPSOR\PHQW�ZLOO�RQO\�IDOO�VORZO\�RU
HYHQ� LQFUHDVH� �VHH� FROXPQV� �� DQG� �� LQ� 7DEOH� ���� 1HHGOHVV� WR� VD\�� WKHVH� DUH� RQO\
XQHPSOR\PHQW� SURMHFWLRQV� EDVHG� RQ� DUELWUDU\� ODERXU� IRUFH� DQG� HPSOR\PHQW� JURZWK
HVWLPDWHV��+RZHYHU��WKHVH�SURMHFWLRQV�PDNH�WKH�SRLQW�WKDW�XQGHU�WKH�FXUUHQW�JURZWK�SDWKV�RI
HPSOR\PHQW�DQG�ODERXU�IRUFH��XQHPSOR\PHQW�ZLOO�FRQWLQXH�WR�EH�D�YHU\�VHULRXV�SUREOHP�LQ
PRVW�(8�FRXQWULHV�

$V�D�EHQFKPDUN�IRU�FRPSDULVRQ��ZH�FRPSXWH�WKH�HPSOR\PHQW�JURZWK�QHHGHG�WR�UHGXFH�(8
XQHPSOR\PHQW�WR���SHU�FHQW�E\�WKH�\HDU�������DJDLQ��DQ�DUELWUDULO\�FKRVHQ�VFHQDULR���7KLV
JURZWK�UDWH�WXUQV�RXW�WR�EH�DURXQG�����SHU�FHQW�SHU�DQQXP������SRLQWV�PRUH�WKDQ�XQGHU�WKH
2(&'�SURMHFWLRQV� LQ� FROXPQ���RI�7DEOH� ����:H�GLVWULEXWH� WKLV� DGGLWLRQDO� JURZWK� HTXDOO\
DFURVV�FRXQWULHV�DQG�FRPSXWH�WKH�\HDU�E\�ZKLFK�WKH�XQHPSOR\PHQW�UDWH�ZLOO�EH�FORVH�WR��
SHU�FHQW��FROXPQ���LQ�7DEOH�����8QGHU�WKLV�DOWHUQDWLYH�VFHQDULR��DOO�FRXQWULHV�EXW�WKUHH�ZLOO
UHGXFH�XQHPSOR\PHQW�UDWHV�WR�WKDW�ILJXUH�E\�WKH�\HDU�������7KH�WKUHH�H[FHSWLRQV�DUH�6SDLQ�
ZKLFK�VWDUWV�ZLWK�D�YHU\�KLJK�XQHPSOR\PHQW�UDWH�DQG�LV�H[SHFWHG�WR�H[SHULHQFH�KLJK�ODERXU
IRUFH� JURZWK�� DQG�*HUPDQ\� DQG�)UDQFH��ZKRVH� HPSOR\PHQW�SHUIRUPDQFH� LQ� WKH� �������
SHULRG�DQG��FRQVHTXHQWO\��RXU�HPSOR\PHQW�JURZWK�SURMHFWLRQV�IRU������RQZDUGV��DUH�UDWKHU
ORZ�

$V�DOUHDG\�PHQWLRQHG��WKHVH�URXJK�FRPSXWDWLRQV�DUH�QRW�WR�EH�WDNHQ�DV�SUHFLVH�SUHGLFWLRQV�RI
XQHPSOR\PHQW�HYROXWLRQV�LQ�WKH�(8�EXW�UDWKHU�DV�LOOXVWUDWLYH�H[HUFLVHV��7KH\�DUH�SUHVHQWHG
WR�PDNH�MXVW�WKH�IROORZLQJ�SRLQW��XQGHU�WKH�FXUUHQW�VFHQDULR�RI�ORZ�ODERXU�IRUFH�JURZWK�DQG
RQO\� VOLJKWO\�KLJKHU�HPSOR\PHQW�JURZWK��XQHPSOR\PHQW�UDWHV�ZLOO� IDOO� VORZO\� LQ�PRVW�(8
FRXQWULHV�� 7R� UHGXFH� XQHPSOR\PHQW� UDWHV� VLJQLILFDQWO\� LQ� WKH� PHGLXP� WHUP� UHTXLUHV
DGGLWLRQDO� HPSOR\PHQW� JURZWK� RI� DERXW� RQH� SHU� FHQW� SHU� DQQXP�� 7KLV� EULQJV� WKH
HPSOR\PHQW� JURZWK� UHTXLUHG� WR� UHGXFH�XQHPSOR\PHQW� WR� DERXW� ����SHU� FHQW� SHU� DQQXP
WKURXJKRXW� KDOI� D� GHFDGH��7UDQVODWHG� LQWR�*'3� JURZWK�� WKLV�PD\� UHTXLUH� JURZWK� UDWHV� RI
DURXQG� ������ SHU� FHQW��7KH� UHOHYDQW� TXHVWLRQ� LV� WKHQ� LI� (XURSHDQ� HFRQRPLHV� FDQ� DFKLHYH
VXVWDLQHG��QRQ�LQIODWLRQDU\�JURZWK�RI�WKLV�RUGHU�RI�PDJQLWXGH��$OWKRXJK�WKLV�PD\�QRW�VHHP DQ
                                                
� )RU������DQG������ZH�WDNH�WKH�2(&'�SURMHFWLRQV�RI�ODERXU�IRUFH�DQG�HPSOR\PHQW�JURZWK��)RU������RQZDUGV��ZH�WDNH�WKH�DYHUDJH
RI�WKH������JURZWK�UDWHV�DQG�WKH�2(&'�SURMHFWLRQV�IRU���������
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LQVXUPRXQWDEOH� FKDOOHQJH�� VWUXFWXUDO� FRQGLWLRQV� LQ� (XURSHDQ� ODERXU� PDUNHWV� DUH� QRW
QRZDGD\V�FRQGXFLYH�WR�WKLV�JRDO��,Q�WKH�QH[W�VHFWLRQV��ZH�GLVFXVV�WKH�LQIOXHQFHV�RI�(08�RQ
WKHVH�LPSHGLPHQWV�LQ�WKH�ILJKW�DJDLQVW�XQHPSOR\PHQW��%XW�EHIRUH�WXUQLQJ�WR�WKLV�GLVFXVVLRQ�
LW� LV�XVHIXO� WR�SUHVHQW� D�PRGHO�RI� WKH�GHWHUPLQDQWV�RI�XQHPSOR\PHQW� VR� DV� WR�SURYLGH� WKH
FRQFHSWXDO�IUDPHZRUN�IRU�GLVFXVVLQJ�KRZ�(08�FRXOG�LPSDFW�RQ�(XURSHDQ�XQHPSOR\PHQW�

7DEOH����)RUHFDVWV�RI�XQHPSOR\PHQW�UDWHV�LQ�(8�FRXQWULHV
��� ��� ��� ��� ���

)UDQFH ���� ��� ���� ���� ����
*HUPDQ\ ���� ��� ����� ���� ����
,WDO\ ���� ��� ��� ���� ����
$XVWULD ��� ��� ���� ��� ����
%HOJLXP ���� ��� ��� ���� ����
,UHODQG ���� ��� ��� ��� ����
7KH�1HWKHUODQGV ��� ��� � �� ����
8. ��� ����� ��� �� ����
*UHHFH ���� ��� ��� ���� ����
6SDLQ ���� ��� ��� ���� ����
3RUWXJDO ��� ��� ��� ��� ����
'HQPDUN ��� ��� ��� �� ����
)LQODQG ���� ��� ��� ��� ����
6ZHGHQ ��� ���� ���� ��� ����
(8(8 ���� ��� ��� ���� ����

(1) Unemployment rate in 1997 (%, OECD forecast)

(2) Annual Labour Force Growth (%, average 1996 and OECD projections for 1997-98)

(3) Annual Employment Growth (%, average 1996 and OECD projections for 1997-98)

(4) Unemployment rate in the year 2004 (%, given columns 2 and 3)

(5) Year by which the unemployment rate will be around 5 per cent under the alternative

scenario3.

                                                
�� $OWHUQDWLYH�VFHQDULR��$YHUDJH�HPSOR\PHQW�JURZWK�LQ�WKH�(8������SHU�FHQW�SHU�DQQXP��ZLWK�DGGLWLRQDO�JURZWK�UHVSHFW�WR�FROXPQ����
GLVWULEXWHG�HTXDOO\�DFURVV�FRXQWULHV�
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����$�PRGHO�RI�WKH�GHWHUPLQDQWV�RI�XQHPSOR\PHQW

0RVW�PRGHOV�RI�WKH�ODERXU�PDUNHW�LGHQWLI\�WZR�XQHPSOR\PHQW�FRPSRQHQWV��WKH�QDWXUDO�UDWH
RI� XQHPSOR\PHQW� �DOVR� FDOOHG� VWUXFWXUDO� XQHPSOR\PHQW� RU� HTXLOLEULXP� XQHPSOR\PHQW��
ZKLFK�LV�WKH�XQHPSOR\PHQW�UDWH�WKDW�ZRXOG�SUHYDLO�LQ�WKH�ORQJ�UXQ��DQG�F\FOLFDO�XQHPSOR\�
PHQW�� ZKLFK� LV� WKH� VKRUW�UXQ� XQHPSOR\PHQW� FDXVHG� E\� WUDQVLWRU\� VKRFNV� WKDW� KLW� WKH
HFRQRP\��7KHUH� LV�D�FRQWLQXLQJ�GHEDWH�RQ�WKH�GHWHUPLQDQWV�RI�HTXLOLEULXP�XQHPSOR\PHQW
DQG�WKH�VRXUFHV�RI�F\FOLFDO�XQHPSOR\PHQW��+RZHYHU��PRVW�PDFURHFRQRPLVWV�VKDUH�D�UDWKHU
FRPPRQ�DSSURDFK�ZKHQ�PRGHOOLQJ�WKH�ODERXU�PDUNHW�

)LJXUH� �� SUHVHQWV� D� VLPSOH� UHSUHVHQWDWLRQ� RI� WKH� ODERXU�PDUNHW� WKDW� FDQ� HQFRPSDVV�PRVW
PRGHOV�RI�XQHPSOR\PHQW�GHWHUPLQDWLRQ��*LYHQ�WHFKQRORJLFDO�FRQVWUDLQWV�DQG�D�IL[HG�VWRFN�RI
FDSLWDO�� WKHUH� LV� D� VKRUW�UXQ� SULFH�VHWWLQJ� HTXDWLRQ� �RU� LQYHUWHG� ODERXU� GHPDQG� HTXDWLRQ�
ZKLFK�HVWDEOLVKHV�D�QHJDWLYH�UHODWLRQVKLS��O'65���EHWZHHQ�UHDO�ZDJHV�DQG�HPSOR\PHQW��ZKLFK
GHSHQGV�RQ�H[SHFWHG�GHPDQG��7KH�ODERXU�IRUFH�LV�JLYHQ�E\�O6���VR�WKDW�D�SHUIHFWO\�FRPSHWLWLYH
ODERXU�PDUNHW� ZLOO� \LHOG� IXOO� HPSOR\PHQW� DQ� UHDO� ZDJHV� HTXDO� WR� �Z�S�F�� +RZHYHU�� ZDJH
GHWHUPLQDWLRQ�LV�JLYHQ�E\�D�ZDJH�VHWWLQJ�HTXDWLRQ�WKDW�EHFDXVH�RI�VHYHUDO�UHDVRQV��HIILFLHQF\
ZDJHV�� XQLRQ� SRZHU� DQG� FROOHFWLYH� EDUJDLQLQJ�� HWF��� HVWDEOLVKHV� D� SRVLWLYH� UHODWLRQVKLS
EHWZHHQ� UHDO� ZDJHV� DQG� HPSOR\PHQW�� �:� �� $VVXPLQJ� FRUUHFW� H[SHFWDWLRQV�� WKH� UHVXOWLQJ
VKRUW�UXQ� HTXLOLEULXP� XQHPSOR\PHQW� UDWH� LV� JLYH� E\� O6�O
65� DQG� LQIODWLRQ�ZLOO� EH� FRQVWDQW�
0LVFRQFHSWLRQV� RQ� DJJUHJDWH� GHPDQG� PDNH� WKH� DFWXDO� XQHPSOR\PHQW� UDWH�� O6�O
65�� EH
GLIIHUHQW� IURP� WKH� VKRUW�UXQ� HTXLOLEULXP� XQHPSOR\PHQW� UDWH�� VR� WKDW� D� F\FOLFDO
XQHPSOR\PHQW�FRPSRQHQW�DULVHV��,Q�WKH�ORQJ�UXQ��VLQFH�WKH�VWRFN�RI�FDSLWDO�LV�HQGRJHQRXV�
WKH� SULFH�VHWWLQJ� HTXDWLRQ� LV� KRUL]RQWDO�� O'/5�� DW� D� OHYHO� WKDW� GHSHQGV� RQ� WKH� XVHU·V� FRVW� RI
FDSLWDO� DQG� RQ� WKH� UDWH� RI� JURZWK� RI� WRWDO� IDFWRU� SURGXFWLYLW\� �VHH� %ODQFKDUG�� ������ DQG�
XQGHU� VRPH� FRQGLWLRQV�� RQ� WKH� GHJUHH� RI� FRPSHWLWLRQ� LQ� SURGXFW� PDUNHWV�� ,I� WKH� ODWWHU
YDULDEOHV�DUH�URXJKO\�FRQVWDQW��ORQJ�UXQ�HTXLOLEULXP�XQHPSOR\PHQW�LV�PDLQO\�GHWHUPLQHG�E\
WKH� YDULDEOHV� WKDW� VKLIW� WKH�ZDJH�VHWWLQJ� FXUYH�� WKDW� LV�� EDVLFDOO\� WKH� UHVHUYDWLRQ�ZDJH� DQG
ZKDWHYHU�IDFWRUV�PD\�DIIHFW�WKH�GHVLUHG�PDUN�XS�RI�DFWXDO�ZDJHV�RYHU�UHVHUYDWLRQ�ZDJHV�

7KH� G\QDPLFV� RI� WKH� DGMXVWPHQW� IURP� DFWXDO� XQHPSOR\PHQW� WR� VKRUW� UXQ� DQG� ORQJ� UXQ
HTXLOLEULXP�XQHPSOR\PHQW�FDQ�EH�YHU\�ULFK�IRU�WZR�UHDVRQV��2Q�WKH�RQH�KDQG��VRPH�RI�WKH
YDULDEOHV�WKDW�GHWHUPLQH�WKH�HTXLOLEULXP�OHYHOV�RI�XQHPSOR\PHQW�PD\�DOVR�DIIHFW�WKH�VSHHG�RI
DGMXVWPHQW� IURP�RQH� HTXLOLEULXP� WR� DQRWKHU��$QG�� RQ� WKH� RWKHU�� WKHUH�PD\� EH� K\VWHUHVLV
HIIHFWV�� VR� WKDW� ORQJ�UXQ� HTXLOLEULXP�XQHPSOR\PHQW�PD\�GHSHQG�RQ� WKH�SDWK� IROORZHG� E\
DFWXDO�XQHPSOR\PHQW���,Q�WHUPV�RI�)LJXUH����WKLV�PHDQV�WKDW�WKH�SRVLWLRQ�DQG��SODXVLEO\��WKH
VORSH�RI�WKH�ZDJH�VHWWLQJ�DQG�SULFH�VHWWLQJ�FXUYHV���:�DQG��GVU��GHSHQG�RQ�WKH�SDWK�IROORZHG
E\�DFWXDO�XQHPSOR\PHQW��
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Figure 1

7KXV�� WKH�GHWHUPLQDQW� RI� HTXLOLEULXP�XQHPSOR\PHQW� FDQ� EH� GLYLGHG� LQWR� WKUHH� FDWHJRULHV
�VHH�DOVR�)LJXUH����

��)DFWRUV� WKDW� LQIOXHQFH�ZDJH�VHWWLQJ� EHKDYLRXU�� ,Q�/D\DUG�HW� DO�·V� ������� VR�FDOOHG�EDWWOH�RI� WKH
PDUN�XSV�� WKH� SRVLWLRQ� RI� WKH�ZDJH� VHWWLQJ�HTXDWLRQ� GHSHQGV� RQ� WKH� WDUJHW� UHDO� ZDJH� �RU
´ZDJH�SUHVVXUHµ���ZKLOH�LWV�VORSH�LV�UHODWHG�WR�WKH�GHJUHH�RI�UHDO�ZDJH�ULJLGLW\��,Q�SDUWLFXODU�
DV� WKH� GHJUHH� RI� ZDJH� SUHVVXUH� DQG� UHDO� ZDJH� ULJLGLW\� LQFUHDVH�� VR� GRHV� HTXLOLEULXP
XQHPSOR\PHQW��$GGLWLRQDOO\�� WKH� VWUXFWXUDOLVW� WKHRU\�RI�3KHOSV� ������� VWUHVVHV� WKH� UROH� RI
HIILFLHQF\� ZDJH� FRQVLGHUDWLRQV�� VR� WKDW� WKH� SRVLWLRQ� DQG� VORSH� RI� WKH� ZDJH�VHWWLQJ� FXUYH
GHSHQG� RQ� WKH� TXLWWLQJ� DQG� VKLUNLQJ� EHKDYLRXU� RI� ZRUNHUV�� 7KLV� EHKDYLRXU� LV� HIIHFWHG
SULPDULO\�E\�WKH�UDWLR�RI�QRQ�ZDJH�LQFRPH�WR�WRWDO�LQFRPH��VR�WKDW�FKDQJHV�LQ�ZHDOWK��LQWHUHVW
UDWHV�DQG�JRYHUQPHQW�WUDQVIHUV�DUH�DPRQJ�WKH�YDULDEOHV�VKLIWLQJ�WKH�ZDJH�VHWWLQJ�FXUYH�
��)DFWRUV�WKDW�LQIOXHQFH�SULFH�VHWWLQJ�EHKDYLRXU���:KLOH�GLIIHUHQW�YDULDEOHV�PD\�HIIHFW�SULFH�VHWWLQJ�
LQ�WKH�EDWWOH�RI�WKH�PDUN�XS·V�VWRU\�WKH�HPSOR\HUV·�GHVLUHG�SURILW�PDUJLQ�²ZKLFK�GHSHQGV�RQ
WKH�GHJUHH�RI�FRPSHWLWLRQ�LQ�JRRGV�PDUNHWV��LV�WKH�PDLQ�YDULDEOH�DIIHFWLQJ�WKH�SRVLWLRQ�RI�WKH
ODERXU�GHPDQG�FXUYH��,Q�WKH�VWUXFWXUDOLVW�VWRU\��PDQ\�RWKHU�YDULDEOHV�PD\�SOD\�D�UROH��VXFK�DV
SURGXFWLYLW\�JURZWK��SURGXFWLYLW\�DQG�VXSSO\�VKRFNV��DVVHW�DQG�ZHDOWK�VKRFNV��LQWHUHVW�UDWH
VKRFNV��WD[�DQG�WDULII�GLVWRUWLRQV��DQG�SXEOLF�H[SHQGLWXUH�VKRFNV�
��+\VWHUHVLV�HIIHFWV��7KH\�UHODWH�WKH�ORQJ�UXQ�ZDJH�VHWWLQJ�DQG�ODERXU�GHPDQG�ORFL�WR�WKH�SDWK
IROORZHG�E\�DFWXDO�XQHPSOR\PHQW��7KH�PDLQ�VRXUFHV�RI�K\VWHUHVLV�DUH�LQVLGHUV�SRZHU�LQ�ZDJH
GHWHUPLQDWLRQ�DQG�ORQJ�WHUP�XQHPSOR\PHQW��ZKLFK�UHGXFH�WKH�GRZQZDUG�SUHVVXUH�H[HUWHG
E\�XQHPSOR\PHQW�RQ�ZDJHV��7KXV��VKRFNV�WR�DFWXDO�XQHPSOR\PHQW�
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7KLV�PRGHO�RI�WKH�ODERXU�PDUNHW�KDV�UDWKHU�FOHDU�LPSOLFDWLRQV�UHJDUGLQJ�WKH�GHWHUPLQDQWV�RI
XQHPSOR\PHQW�� ,Q� SDUWLFXODU�� XQHPSOR\PHQW� ZLOO� WHQG� WR� EH� KLJK� LI� ODERXU� PDUNHW
LQVWLWXWLRQV�FRQWULEXWH�WR�JHQHUDWH�VXVWDLQHG� �ZDJH�SUHVVXUHV��HYHQ�ZKHQ�XQHPSOR\PHQW� LV
KLJK��0RUHRYHU��VXVWDLQHG�SULFH�SUHVVXUHV�UHVXOWLQJ�IURP�LQVXIILFLHQW�FRPSHWLWLRQ�LQ�SURGXFW
PDUNHWV�� ORZ� WRWDO� IDFWRU� SURGXFWLYLW\� JURZWK�� DQG� D� KLJK� XVHU·V� FRVW� RI� FDSLWDO� DOVR�PD\
LQFUHDVH�HTXLOLEULXP�XQHPSOR\PHQW�

Figure 2: Unemployment Determinants
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���7KH�FRVWV�RI�D�FRPPRQ�FXUUHQF\

7KH�WKHRUHWLFDO�OLWHUDWXUH�RQ�2SWLPDO�&XUUHQF\�$UHDV�UHDFKHG��PDQ\�\HDUV�DJR��VRPH�FOHDU
FRQFOXVLRQV�RQ�WKH�FRVWV�RI�IRUJRLQJ�WKH�QRPLQDO�H[FKDQJH�UDWH�DV�DQ� LQVWUXPHQW� IRU�VKRUW�
WHUP�PDFURHFRQRPLF�DGMXVWPHQW��7KHVH�FRVWV�ZLOO�EH��FHWHULV�SDULEXV��VPDOOHU�ZKHQ�VKRFNV
UHTXLUH� OLWWOH�PRYHPHQW� RI� WKH� UHDO� H[FKDQJH� UDWH� WR� UHVWRUH� HTXLOLEULXP� �L�H��� VKRFNV� DUH
´V\PPHWULFµ�UDWKHU�WKDQ�´DV\PPHWULFµ�RU�LGLRV\QFUDWLF���ZKHQ�QRPLQDO�H[FKDQJH�UDWHV�PRYH
LQ�UHVSRQVH�WR�PRQHWDU\�DQG�ILQDQFLDO�VKRFNV�UDWKHU�WKDQ�WR�DGGUHVV�UHDO�LPEDODQFHV��DQG�ZKHQ
UHDO�H[FKDQJH�UDWHV�DUH�OLWWOH�DIIHFWHG�E\�QRPLQDO�H[FKDQJH�UDWHV��,Q�WKLV�VHFWLRQ�ZH�SUHVHQW�D
EULHI�VXUYH\�RI�WKH�HPSLULFDO�HYLGHQFH�RQ�WKHVH�LVVXHV��)URP�WKLV�HYLGHQFH�ZH�VKDOO�FRQFOXGH
WKDW�� DV� IDU� DV� XQHPSOR\PHQW� LV� FRQFHUQHG�� WKH� VKRUW�WHUP� FRVWV� RI� IRUJRLQJ� QRPLQDO
H[FKDQJH� UDWH� IOH[LELOLW\� DV� D� WRRO� IRU�PDFURHFRQRPLF� VWDELOLVDWLRQ� DUH� OLNHO\� WR� EH� UDWKHU
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OLPLWHG�

�����7KH�VRXUFHV�RI�VKRFNV�WR�XQHPSOR\PHQW

,Q�RUGHU�WR�LQIHU�KRZ�V\PPHWULF�VKRFNV�FRXOG�EH�XQGHU�(08��UHFHQW�HPSLULFDO�DQDO\VLV�KDV
JHQHUDOO\�ORRNHG�DW�WKH�SUHVHQW�VLWXDWLRQ�LQ�WKH�(8�DQG�FRPSDUHG�LW�WR�WKH�86���:KLOH�WKH
HYLGHQFH�LV�IDU�IURP�XQFRQWURYHUVLDO��VHH�9LxDOV��������DQG������IRU�VXUYH\V���WKH�GRPLQDQW
FRQFOXVLRQ�VHHP�WR�EH�WKDW�DV\PPHWULF�VKRFNV�VHHP�WR�EH�TXDQWLWDWLYHO\�PRUH�LPSRUWDQW�LQ
WKH�(8�WKDQ�LQ�WKH�86��+RZHYHU��D�VXEVHW�RI�(8�FRXQWULHV�NQRZQ�DV�WKH�´FRUHµ��*HUPDQ\
DQG�(8�FRXQWULHV�ZKLFK�KDYH� WUDGLWLRQDOO\�PDLQWDLQHG�FORVHU�HFRQRPLF�DQG�PRQHWDU\� OLQNV
ZLWK� LW�� DUH� UDWKHU� VLPLODU� WR� WKH� 86� LQ� WKLV� UHJDUG� �VHH�� IRU� LQVWDQFH�� %D\RXPL� DQG
(LFKHQJUHHQ�� ������� 7KH� FRQFOXVLRQ� WKDW� IROORZV� LV� WKDW� D� ´QDUURZ� (08µ� ZRXOG� ZRUN
VDWLVIDFWRULO\�� EXW� WKDW� D� ´ZLGHU� (08µ�� LQFOXGLQJ� WKH� ´SHULSKHU\µ�� ZLOO� EH� ULGGHQ� E\
DV\PPHWULF�VKRFNV�DQG�VHULRXV�QDWLRQDO�LPEDODQFHV�

7KHUH� DUH� VHYHUDO� UHDVRQV� WR� FDVW� GRXEWV� RQ� WKLV� FRQFOXVLRQ�� )LUVW�� WKH� GHJUHH� RI
V\QFKURQLVDWLRQ�RI�VKRFNV�DFURVV�(8�FRXQWULHV�LV�HQGRJHQRXV��DQG�VHYHUDO�SDSHUV�KDYH�VKRZQ
WKDW�WKH�FRUUHODWLRQ�RI�WKH�EXVLQHVV�F\FOHV�DFURVV�(8�FRXQWULHV�KDYH�LQFUHDVHG�DV�HFRQRPLF�DQG
ILQDQFLDO� LQWHJUDWLRQ�SURFHHGHG� �VHH��$UWLV� DQG�=KDQJ��������)DWiV�������� DQG�)UDQNHO� DQG
5RVH�� ������� 7KLV� ILQGLQJ� FRQWUDVWV� ZLWK� WKH� YLHZ� WKDW� (08� ZLOO� UHVXOW� LQ� KLJKHU
VSHFLDOLVDWLRQ��UHJLRQDO�FRQFHQWUDWLRQ�RI�SURGXFWLRQ�DQG��WKXV��PRUH�OLNHO\�DV\PPHWULF�VKRFNV
�.UXJPDQ���������6HFRQGO\��ZKHQ� ORRNLQJ�DW�XQHPSOR\PHQW�HYROXWLRQV�� WKH�GDWD� VHHP�WR
VXSSRUW�WKH�H[LVWHQFH�RI�D� VLJQLILFDQW� ´FRPPRQ�FRPSRQHQWµ� LQ� WKH�XQHPSOR\PHQW�UDWHV�RI
(8�FRXQWULHV��DQG�WKDW�ERWK�´FRUHµ�DQG�´SHULSKHU\µ�FRXQWULHV�DUH�UDWKHU�VLPLODU�LQ�WKLV�UHJDUG�
:H�QRZ�WXUQ�WR�SUHVHQW�VRPH�HPSLULFDO�HYLGHQFH�RQ�WKH�VRXUFHV�RI�VKRFNV�WR�XQHPSOR\PHQW
UDWHV�DFURVV�(8�PHPEHU�FRXQWULHV�

7KHUH�DUH�VHYHUDO�DSSURDFKHV�WR�DVVHVVLQJ�WKH�UHODWLYH�LPSRUWDQFH�RI�WKH�GLIIHUHQW�VRXUFHV�RI
VKRFNV�WR�XQHPSOR\PHQW�LQ�D�FURVV�VHFWLRQ�RI�FRXQWULHV�RU�UHJLRQV��7KHUH�LV�WKH�GHVFULSWLYH
DSSURDFK�� ZKLFK� FRQVLVWV� RI� PHDVXULQJ� WKH� HYROXWLRQ� RI� XQHPSOR\PHQW� GLVSHUVLRQ�� DV
LQGLFDWHG� E\� WKH� VWDQGDUG� GHYLDWLRQ� RI� XQHPSOR\PHQW� LQ� D� JLYHQ� VDPSOH�� :HUH
XQHPSOR\PHQW� H[FOXVLYHO\� GULYHQ� E\� D� FRPPRQ� VKRFN� ZLWK� WKH� VDPH� HIIHFWV� RQ
XQHPSOR\PHQW�LQ�DOO�FRXQWULHV��WKHQ�WKLV�LQGH[�RI�XQHPSOR\PHQW�GLVSHUVLRQ�VKRXOG�UHPDLQ
FRQVWDQW��ZHUH�WKH�LQFLGHQFH�RI�VSHFLILF�VKRFNV�LQFUHDVLQJ�RYHU�WLPH��WKHQ�WKH�LQGH[�VKRXOG
VKRZ� DQ� LQFUHDVLQJ� WUHQG��� 5HJDUGLQJ� (8� FRXQWULHV�� WKH� HYROXWLRQ� RI� XQHPSOR\PHQW
GLVSHUVLRQ��DV�PHDVXUHG�E\�WKH�HYROXWLRQ�RI�WKH�VWDQGDUG�GHYLDWLRQ�RI�XQHPSOR\PHQW�UDWHV�
                                                
��1HHGOHVV�WR�VD\��WKH�´/XFDV�FULWLTXHµ�DSSOLHV�KHUH�
��7KH�FRQYHUVH�VWDWHPHQWV�DUH�QRW�WUXH��WKRXJK�
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VKRZV� DQ� LQFUHDVLQJ� WUHQG� LQ� GLVSHUVLRQ� IURP� WKH�PLG�����V� XS� WR� WKH�PLG�����V�� D�PLOG
GHFUHDVLQJ�WUHQG�VLQFH�WKHQ�XQWLO�������DQG��DJDLQ��D�VXUJH�LQ�WKH�HDUO\�����V��VHH�)LJXUH����
+RZHYHU�WKLV�HYROXWLRQ��DQG��LQ�SDUWLFXODU��LWV�ULVH�LQ�WKH�HDUO\�����V��LV�KHDYLO\�LQIOXHQFHG�E\
WKH� FRQWULEXWLRQ� RI� 6SDLQ�� ZKLFK�� ZLWK� DOPRVW� ��� SHU� FHQW� RI� WKH� (8� ODERXU� IRUFH�� KDV
H[SHULHQFHG�YHU\�ZLGH�IOXFWXDWLRQV�LQ�WKH�XQHPSOR\PHQW�UDWH��7KXV��ZKHQ�6SDLQ�LV�H[FOXGHG
IURP� WKH� VDPSOH�� WKH� VWDQGDUG� GHYLDWLRQ� RI� XQHPSOR\PHQW� UDWHV� DFURVV� WKH� UHVW� RI� (8
FRXQWULHV� LQFUHDVHV�E\� OHVV�XS� WR�������DQG�UHPDLQV�PRUH�RU� OHVV�FRQVWDQW� VLQFH� WKHQ��:H
KDYH� FRPSXWHG� D� VLPLODU� LQGH[� RI� XQHPSOR\PHQW� GLVSHUVLRQ� XVLQJ� UHJLRQDO� GDWD� �DW� WKH
(85267$7� 1876��� OHYHO� RI� GLVDJJUHJDWLRQ�� DQG� ILQG� D� VLPLODU� SLFWXUH�� WKHUH� LV� QR
VLJQLILFDQW�RYHUDOO�LQFUHDVH�LQ�WKH�GLVSHUVLRQ�RI�UHJLRQDO�XQHPSOR\PHQW�UDWHV�VLQFH�WKH�PLG�
����V�XS�WR�WKH�HDUO\�����V��DQG�ZKHQ�GLVSHUVLRQ�LQFUHDVHV�LQ�WKH�HDUO\�QLQHWLHV��LW�LV�PDLQO\
GXH�WR�WKH�FRQWULEXWLRQ�RI�6SDQLVK�UHJLRQV�

Figure 3. Standard deviations of unemployment rates 
across EU countries, 1974-96
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FRXQWULHV�DQG�UHJLRQV�LV�EDVHG�RQ�WKH�IROORZLQJ�UHFXUVLYH�PRGHO�
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ZKHUH�δ·V�DUH�FRQVWDQWV��X(8��X,���X,-��DUH��UHVSHFWLYHO\��WKH�(8�DYHUDJH�XQHPSOR\PHQW�UDWH�
WKH�XQHPSOR\PHQW�UDWH�RI�FRXQWU\�,��DQG�WKH�XQHPSOR\PHQW�UDWH�RI�UHJLRQ�-� LQ�FRXQWU\� ,�
$�����%����DQG�&����DUH�SRO\QRPLDOV�LQ�WKH�ODJ�RSHUDWRU�/��ZLWK��$����� �%����� �&����� �����DQG
WKH� ε·V� DUH� VKRFNV� WR� XQHPSOR\PHQW�� 8QGHU� WKLV� PRGHO�� QDWLRQ�VSHFLILF� VKRFNV� KDYH� QR
HIIHFWV�DW�WKH�(8�OHYHO��DQG�UHJLRQ�VSHFLILF�VKRFNV�KDYH�QR�HIIHFWV�DW�WKH�QDWLRQDO�OHYHO�

6LQFH� WKH� V\VWHP� LV� UHFXUVLYH� DQG�ZH� KDYH� GLIIHUHQW� VDPSOH� VL]HV� IRU� QDWLRQDO� DQG� UHJLRQDO
XQHPSOR\PHQW�UDWHV��ZH�HVWLPDWH�WKH�ILUVW� WZR�HTXDWLRQV�WR�GHFRPSRVH�VKRFNV�WR�QDWLRQDO
XQHPSOR\PHQW� LQWR� D� ´FRPPRQµ� (8� FRPSRQHQW� DQG� D� QDWLRQ�VSHFLILF� FRPSRQHQW�� 7KH
GHFRPSRVLWLRQ�RI�VKRFNV�WR�UHJLRQDO�XQHPSOR\PHQW�UDWHV� LV�EDVHG�RQ�WKH�HVWLPDWLRQ�RI�WKH
WKUHH�HTXDWLRQ� V\VWHP� RQ� D� SDQHO� RI� (85267$7� 1876��� UHJLRQV� IRU� HDFK� FRXQWU\�
FRQWUROOLQJ�IRU�UHJLRQDO�IL[HG�HIIHFWV��DQG�LPSRVLQJ�WKH�FRQVWUDLQW�WKDW�WKH�FRHIILFLHQWV�RI
XQHPSOR\PHQW�DUH�DYDLODEOH� IURP�(85267$7��5(*,2�GDWDEDQN�� IRU� WKH���������SHULRG
�H[FHSW� IRU�WKH�QHZ�PHPEHU�FRXQWULHV��*UHHFH��3RUWXJDO�DQG�WKH�1HWKHUODQGV���1RWH� WKDW
WKLV� UHFXUVLYH� PRGHO� LV� D� VLPSOLILFDWLRQ� RI� WKH� IROORZLQJ� WKUHH� GLPHQVLRQDO� 9HFWRU� $XWR�
UHJUHVVLRQ��9$5��
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ZLWK�[�� ��X(8��X,��X,-��DQG�YW�DUH�LQQRYDWLRQV�WR�XQHPSOR\PHQW��:H�KDYH�DOVR�HVWLPDWHG�WKLV
9$5� DQG� UHFRYHUHG� DJJUHJDWH�� QDWLRQDO� DQG� UHJLRQDO� VKRFNV� WR� XQHPSOR\PHQW� XQGHU� WKH
LGHQWLI\LQJ�DVVXPSWLRQV�WKDW�ERWK�WKH�FRQWHPSRUDQHRXV�HIIHFWV�RI�QDWLRQDO�VKRFNV�RQ�WKH�(8
DYHUDJH� XQHPSOR\PHQW� UDWH� DQG� WKDW� WKH� FRQWHPSRUDQHRXV� HIIHFWV� RI� UHJLRQDO� VKRFNV� RQ
QDWLRQDO�XQHPSOR\PHQW�UDWHV�DUH�QLO��8QGHU�WKLV�PDLQWDLQHG�K\SRWKHVLV��ZH�FDQQRW�UHMHFW�WKH
�RYHU�LGHQWLI\LQJ��UHVWULFWLRQV�LPSRVHG�RQ�WKH�UHFXUVLYH�PRGHO�����

7KH� UHVXOWV� DUH� SUHVHQWHG� LQ� 7DEOHV� �� DQG� ��� $V� IRU� QDWLRQDO� XQHPSOR\PHQW� UDWHV�� WKH
´FRPPRQµ�(8�FRPSRQHQW�RI�WKH�VKRFNV�H[SODLQV��RQ�DYHUDJH��DOPRVW�KDOI�RI�WKH�YDULDQFH�RI
(8� PHPEHU� FRXQWULHV·� XQHPSOR\PHQW� UDWHV� ZLWKLQ� D� RQH� \HDU� KRUL]RQ�� 7KLV� SURSRUWLRQ
LQFUHDVHV�WR����SHU�FHQW�����SHU�FHQW�����SHU�FHQW�DQG����SHU�FHQW�DIWHU�RQH��WZR�WKUHH��DQG
IRXU�\HDUV��UHVSHFWLYHO\��7KXV��(8�ZLGH�LQQRYDWLRQV�WR�XQHPSOR\PHQW�VHHP�WR�SOD\�D�YHU\
LPSRUWDQW�UROH�LQ�GULYLQJ�QDWLRQDO�XQHPSOR\PHQW�UDWHV�HYHQ�LQ�WKH�VKRUW�UXQ����7KLV�LV�WUXH
IRU� PRVW� PHPEHU� FRXQWULHV�� H[FHSW� IRU� ,WDO\�� 3RUWXJDO�� DQG� 6ZHGHQ�� $SDUW� IURP� WKHVH
H[FHSWLRQV�� RXU� UHVXOWV� GR� QRW� VXSSRUW� DQ\� FOHDU� GLVWLQFWLRQ� EHWZHHQ� WKH� ´FRUHµ� DQG� WKH
                                                
� $V�D�UHIHUHQFH�SRLQW��ZH�KDYH�SHUIRUPHG�D�VLPLODU�GHFRPSRVLWLRQ�RI�WKH�86�VWDWHV·�XQHPSOR\PHQW�UDWHV�GXULQJ�WKH���������SHULRG�
:H�ILQG�WKDW�WKH�86�ZLGH�VKRFNV�WR�XQHPSOR\PHQW�H[SODLQ��RQ�DYHUDJH�����SHU�FHQW�RI�WKH�YDULDQFH�RI�VWDWHV·�XQHPSOR\PHQW�UDWHV
ZLWKLQ�WKH�\HDU��DQG�DURXQG����SHU�FHQW�DIWHU�RQH�WR�ILYH�\HDUV�
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´SHULSKHU\µ�LQ�WKLV�UHJDUG��$V�IRU�UHJLRQDO�XQHPSOR\PHQW�UDWHV��ZH�ILQG�WKDW�UHJLRQ�VSHFLILF
VKRFNV� H[SODLQ� DURXQG� ��� SHU� FHQW� RI� WKH� YDULDQFH� RI� UHJLRQDO� XQHPSOR\PHQW� UDWHV�
0RUHRYHU��WKH�FRPELQDWLRQ�RI�(8�ZLGH�DQG�UHJLRQ�VSHFLILF�VKRFNV�OHDYHV�RQO\�DERXW����SHU
FHQW�RI�WKH�YDULDQFH�RI�UHJLRQDO�XQHPSOR\PHQW�UDWHV�WR�EH�H[SODLQHG�E\�QDWLRQDO�VKRFNV��ZLWK
WKH�RQO\�H[FHSWLRQ�RI�'HQPDUN��

,Q�VXP��JLYHQ�WKH�UHODWLYH�VPDOO�UROH�RI�QDWLRQDO�VKRFNV�LQ�GULYLQJ�XQHPSOR\PHQW�UDWHV�LQ�(8
FRXQWULHV�� WKH� FRQFOXVLRQ�ZH� UHDFK� LV� WKDW� JLYLQJ�XS� WKH�QDWLRQDO� FXUUHQFLHV� RQFH� LQ� (08
LPSOLHV�UDWKHU�VPDOO�PDFURHFRQRPLF�FRVWV�

7DEOH��
3URSRUWLRQ��LQ����RI�WKH�YDULDQFH�RI�QDWLRQDO�XQHPSOR\PHQW�UDWHV

H[SODLQHG�E\�LQQRYDWLRQV�WR�WKH�(8�XQHPSOR\PHQW�UDWH

:,7+,1�7+(
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$)7(5
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$)7(5
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$)7(5

��<56�

$)7(5

�<56�
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*UHHFH �� �� �� �� ��

6SDLQ �� �� �� �� ��

)UDQFH �� �� �� �� ��

,UHODQG �� �� �� �� ��

,WDO\ � �� �� �� ��

1HWKHUODQGV �� �� �� �� ��

$XVWULD �� �� �� �� ��

3RUWXJDO � �� �� �� ��

)LQODQG �� �� �� �� ��

6ZHGHQ �� �� �� �� ��

8. �� �� �� �� ��

(8
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:HLJKWHG�DYHUDJH
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����(YLGHQFH�RQ�WKH�VRXUFHV�RI�H[FKDQJH�UDWH�IOXFWXDWLRQV

,Q� WKH� OLWHUDWXUH� RQ� 2SWLPDO� &XUUHQF\� $UHDV�� WKH� QRPLQDO� H[FKDQJH� UDWH� LV� WKRXJKW� WR
GHWHUPLQH� ²LQ� WKH� VKRUW�WHUP�� WKH� UHDO� H[FKDQJH� UDWH� DQG�� WKXV�� IRUHLJQ� GHPDQG�
7KHUHIRUH�� LQ� WKLV� IUDPHZRUN�� H[FKDQJH� UDWH� PDQDJHPHQW� KHOSV� WR� VPRRWK� VKRUW�WHUP
HFRQRPLF� IOXFWXDWLRQV�UHVXOWLQJ� IURP�QDWLRQDO� �DV\PPHWULF�� VKRFNV��1HYHUWKHOHVV�� LQ� WKLV
UHVSHFW�� LW� KDV� EHHQ� DUJXHG� WKDW� WKH� JURZLQJ� HFRQRPLF� RSHQQHVV� DPRQJ� (8� FRXQWULHV
ZLWKLQ� WKH�6LQJOH� ,QWHUQDO�0DUNHW�PDNHV� WKH�XVH�RI� QRPLQDO� H[FKDQJH� UDWH� WR� UHVWRUH�RU
LPSURYH� FRPSHWLWLYHQHVV� LQFUHDVLQJO\� OHVV� HIIHFWLYH� LQ� HFRQRPLF� WHUPV�� DQG� LQFUHDVLQJO\
PRUH�GLIILFXOW� LQ� SROLWLFDO� WHUPV� �VHH�� IRU� LQVWDQFH�� (LFKHQJUHHQ� DQG�*KLURQL�� ������ DQG
9LxDOV���������)XUWKHUPRUH�� WKH�HYLGHQFH�RI�D� VLJQLILFDQW�GHJUHH�RI� UHDO�ZDJH� ULJLGLW\� LQ
(XURSHDQ� ODERXU� PDUNHWV� �VHH� VHFWLRQ� ���� EHORZ�� VXJJHVWV� WKDW� QRPLQDO� H[FKDQJH� UDWH
PRYHPHQWV� DUH� QRW� YHU\� HIIHFWLYH� LQ� PRYLQJ� WKH� UHDO� H[FKDQJH� UDWH� LQ� WKH� GHVLUHG
GLUHFWLRQ��)LQDOO\�� DQG�SHUKDSV�PRVW� LPSRUWDQWO\�� LQ� D�ZRUOG�RI� IUHH�FDSLWDO�PRYHPHQWV�
ZKHUH�IRUHLJQ�H[FKDQJH�PDUNHWV�DUH�RIWHQ�VXEMHFW�WR�VHOI�IXOILOOLQJ�VSHFXODWLYH�FULVHV�ZKLFK
WDNH� WKH� H[FKDQJH� UDWH� DZD\� IURP� ZKHUH� IXQGDPHQWDOV� VXJJHVW� LW� VKRXOG� EH� GXULQJ
SURORQJHG�SHULRGV��WKHUH�LV�OLWWOH�URRP�IRU�QRPLQDO�H[FKDQJH�UDWH�PDQDJHPHQW�

6RPH� UHFHQW� HYLGHQFH� DOVR� FDVWV� VRPH� GRXEWV� RQ� WKH� HIIHFWLYHQHVV� RI� QRPLQDO� H[FKDQJH
UDWHV�DV�D�WRRO�IRU�VKRUW�WHUP�PDFURHFRQRPLF�PDQDJHPHQW��,Q�D�UHFHQW�SDSHU��&DQ]RQHUL�
9DOOpV�� DQG�9LxDOV� ������� LQYHVWLJDWH�ZKHWKHU�(XURSHDQ� QRPLQDO� H[FKDQJH� UDWHV� DFWXDOO\
DGGUHVV� UHDO� LPEDODQFHV�� RU� UDWKHU�� DUH� EDVLFDOO\� GULYHQ� E\� PRQHWDU\� DQG� ILQDQFLDO
FRQVLGHUDWLRQV��7KH�DXWKRUV�HVWLPDWH�D�VWUXFWXUDO�9$5�PRGHO�RQ�WKUHH�YDULDEOHV�²RXWSXW�
WKH� QRPLQDO� H[FKDQJH� UDWH� DQG� JRYHUQPHQW� VSHQGLQJ�� ZKHUH� WKH� ORQJ�UXQ� UHVWULFWLRQV
FRPH� IURP� WKH� ZHOO�NQRZQ�0XQGHOO�)OHPLQJ� PRGHO�� 0DNLQJ� XVH� RI� WKHVH� UHVWULFWLRQV�
PRQHWDU\�DQG�ILQDQFLDO�VKRFNV�DUH�VHSDUDWHG�IRUP�UHDO�VKRFNV��ERWK�VXSSO\�DQG�GHPDQG��
DQG�WKHLU�UHODWLYH�UROHV�LQ�GULYLQJ�RXWSXW�DQG�H[FKDQJH�UDWH�IOXFWXDWLRQV�DVVHVVHG��7KH�GDWD
UXQV�IURP��������WR���������WKH�SHULRG�RI�´UHODWLYH�H[FKDQJH�UDWH�IOH[LELOLW\µ�ZKLFK�JRHV
IURP� WKH� HQG� RI� WKH� %UHWWRQ� :RRGV� 6\VWHP� WR� WKH� KDUGHQLQJ� RI� WKH� ([FKDQJH� 5DWH
0HFKDQLVP�RI�WKH�(XURSHDQ�0RQHWDU\�6\VWHP��7KH�YDULDEOHV�DUH�LQ�UHODWLYH�WHUPV��WDNLQJ
*HUPDQ\�DV�WKH�FHQWHU��VR�DV�WR�FDSWXUH�SRWHQWLDO�DV\PPHWULF�VKRFNV�

7KH�HPSLULFDO�UHVXOWV�VKRZ�WKDW�LQ�PDQ\�(8�FRXQWULHV�²�ERWK�ODUJH�DQG�VPDOO��PRUH�RU�OHVV
RSHQ��DQG�ZLWK�GLIIHUHQW�HFRQRPLF�VWUXFWXUHV��PRVW�RI�WKH�VKRUW�WHUP�YDULDWLRQ�LQ�UHODWLYH
QDWLRQDO� RXWSXWV� FDQ� EH� H[SODLQHG� E\� UHDO� VKRFNV� �VHH� )LJXUH� ���� 7KHVH� VKRFNV�
QHYHUWKHOHVV��SOD\�D�YHU\�OLPLWHG�UROH�DW�H[SODLQLQJ�PRYHPHQWV�LQ�QRPLQDO�H[FKDQJH UDWHV
�)LJXUH�����$V�D�FRQVHTXHQFH��QRPLQDO�H[FKDQJH�UDWHV�GR�QRW�VHHP�WR�UHVSRQG�PXFK�WR WKH
DV\PPHWULF�VKRFNV�ZKLFK�FUHDWH�PDFURHFRQRPLF�LPEDODQFHV�WKXV�UHGXFLQJ�WKHLU�YDOXH�DV�D
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WRRO�IRU�PDFURHFRQRPLF�DGMXVWPHQW���7KLV�PHDQV�WKDW�WKHUH�DUH�IXUWKHU�UHDVRQV�WR�EHOLHYH
WKDW� WKH�FRVWV�RI�(08�ZLOO�EH� TXLWH� VPDOO� DV� D� UHVXOW� RI� IRUJRLQJ�QRPLQDO� H[FKDQJH� UDWH
IOH[LELOLW\�

�����5HDO�ZDJH�ULJLGLW\�DQG�SHUVLVWHQFH

$QRWKHU�ZD\�RI�ORRNLQJ�DW�WKH�SRWHQWLDO�LPSDFW�RI�(08�RQ�XQHPSOR\PHQW�LQ�WKH�VKRUW�WHUP
LV�WR�DVVHVV�KRZ�HIIHFWLYH�DUH�QRPLQDO�H[FKDQJH�UDWH�FKDQJHV�LQ�OHDGLQJ�WR�UHDO�H[FKDQJH�UDWH
FKDQJHV��,Q�SDUWLFXODU��ZKHQ�UHDO�ZDJHV�DUH�ULJLG��LW�LV�WR�EH�H[SHFWHG�WKDW�QRPLQDO�H[FKDQJH
UDWH�YDULDWLRQV�ZLOO�WUDQVODWH�YHU\�TXLFNO\�LQWR�ZDJHV�DQG�SULFHV��WKXV�KDYLQJ�OLWWOH�RU�QR�HIIHFW
RQ�UHDO�H[FKDQJH�UDWHV��&RQVHTXHQWO\��WKH�KLJKHU�WKH�GHJUHH�RI�UHDO�ZDJH�ULJLGLW\��WKH�VPDOOHU
WKH�FRVWV�IURP�IRUJRLQJ�QRPLQDO�H[FKDQJH�UDWH�IOH[LELOLW\��HYHQ�LQ�WKH�IDFH�RI�UHDO�DV\PPHWULF
VKRFNV�

7KHUH�KDYH�EHHQ�QXPHURXV�DWWHPSWV�DW�HVWLPDWLQJ�WKH�GHJUHH�RI�UHDO�ZDJH�ULJLGLW\�LQ�(8
FRXQWULHV��6RPH�RI�WKH�PRVW�RIWHQ�TXRWHG�HVWLPDWHV�DUH�IURP�/D\DUG�HW�DO����������7KHVH
HVWLPDWHV� FRPH� IURP� VWUXFWXUDO� HVWLPDWLRQ� RI� ZDJH� DQG� SULFH� HTXDWLRQV�� ZKLFK� LV
VRPHWLPHV� FULWLFLVHG� RQ� LGHQWLILFDWLRQ� JURXQGV� DQG� RQ� WKH� PHDVXUHPHQW� RI� UHOHYDQW
UHJUHVVRUV��6LQFH�ZKDW�PDWWHUV��DV�IDU�DV�(08�LV�FRQFHUQHG��LV�WKH�VRXUFHV�RI�VKRFNV�DQG
WKHLU� WUDQVPLVVLRQ� WKURXJK� WKH� ODERXU�PDUNHWV�� DQ� DOWHUQDWLYH� DSSURDFK�RI� HVWLPDWLQJ� WKH
GHJUHH� RI� UHDO� ZDJH� ULJLGLW\� FDQ� SURYLGH� LQWHUHVWLQJ� LQVLJKWV�� 7KLV� DSSURDFK� FRQVLVWV� RI
HVWLPDWLQJ�WKH�G\QDPLF�UHVSRQVHV�RI�UHDO�ZDJHV�DQG�XQHPSOR\PHQW�WR�GLIIHUHQW�VKRFNV�DQG
LQIHUULQJ� IURP� WKHP� WKH� GHJUHH� RI� UHDO� ZDJH� ULJLGLW\� DQG� VKRFN� SHUVLVWHQFH�� 8QGHU� WKH
DVVXPSWLRQV�RI�FRQVWDQW�UHWXUQV�WR�VFDOH�DQG�FRQVWDQW�PDUN�XS�SULFLQJ��WKH�LQLWLDO�UHVSRQVH
RI�XQHPSOR\PHQW� WR�D� WUDQVLWRU\�ZDJH�SXVK�VKRFN� LV�GHWHUPLQHG�E\� WKH�UHVSRQVH�RI� UHDO
ZDJHV� WR� XQHPSOR\PHQW�� ZKLOH� WKH� PHDQ� ODJ� RI� WKH� DGMXVWPHQW� SDWK� IROORZHG� E\
XQHPSOR\PHQW� DIWHU� VXFK� D� VKRFN� GHSHQGV� RQ� WKH� UHVSRQVH� RI� XQHPSOR\PHQW� WR� ODJJHG
XQHPSOR\PHQW�

                                                
� 7KHVH�UHVXOWV�DSSO\�WR�´DYHUDJHµ�VKRFNV�EXW�QRW�WR�WKRVH�ELJ�UHDO�DV\PPHWULF�VKRFNV�ZKLFK�FRPH�VD\��RQFH�LQ�D�GHFDGH�DQG�ZKLFK�PD\
UHTXLUH�DQ�DGMXVWPHQW�RI�QRPLQDO�H[FKDQJH�UDWHV�



)LJXUH����6RXUFHV�RI�IOXFWXDWLRQV�IRU�UHODWLYH�RXWSXW��LQ���

Austria

6%

94%

Real shocks Monetary and financial

The Netherlands

4%

96%

Real shocks Monetary and f inancial

France

4%

96%

Real shocks Monetary and f inancial

Spain

8%

92%

Real shocks Monetary and financial

Italy

5%

95%

Real shocks Monetary and financial

United Kingdom

10%

90%

Real shocks Monetary and f inancial

1RWH����\HDU�KRUL]RQ��5HODWLYH�WR�*HUPDQ\



)LJXUH����6RXUFHV�RI�IOXFWXDWLRQ�IRU�QRPLQDO�H[FKDQJH�UDWHV��LQ���

Austria

77%

23%

Real shocks Monetary and f inancial

The Netherlands

66%

34%

Real shocks Monetary and f inancial

France

71%

29%

Real shocks Monetary and f inancial

Spain

81%

19%

Real shocks Monetary and f inancial

Italy

54%

46%

Real shocks Monetary and f inancial

United Kingdom

43%

57%

Real shocks Monetary and f inancial

1RWH����\HDU�KRUL]RQ��5HODWLYH�WR�*HUPDQ\
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 We take a bare-bones version of the theoretical model presented in section 2.2. Assuming

constant mark-up pricing, prices are given by:

zmwp +=− ���

ZKHUH�S�LV�SULFHV��Z�LV��QRPLQDO��ZDJHV��P�LV�WKH�PDUN�XS�DQG�]�DUH�VKRFNV�DVVXPHG�WR�IROORZ
D�,����SURFHVV��DQG��WKHUHIRUH��LQQRYDWLRQV�LQ�]�KDYH�SHUPDQHQW�HIIHFWV�RQ�UHDO�ZDJHV��:DJHV
DUH�DVVXPHG�WR�EH�QHJDWLYHO\�UHODWHG�WR�XQHPSOR\PHQW��DV�LQ�WKH�IROORZLQJ�HTXDWLRQ�

wzhuucpw +−−=− − )( 1 ���

ZKHUH�X�LV�WKH�XQHPSOR\PHQW�UDWH��F�DQG�K�DUH�SRVLWLYH�SDUDPHWHUV��DQG�]Z�DUH�VKRFNV�WR�WKH
ZDJH�HTXDWLRQ�ZKHQ�K����$�PHDVXUH�RI�UHDO�ZDJH�ULJLGLW\�LV�WKH�LQYHUVH�RI�F���K���7KH KLJKHU
F�LV��WKH�OHVV�ULJLG�UHDO�ZDJHV�DUH��WKH�KLJKHU�K�LV��WKH�PRUH�ULJLG�DUH�UHDO�ZDJHV��&RPELQLQJ
WKHVH�WZR�HTXDWLRQV�\LHOGV�WKDW�XQHPSOR\PHQW�LV�JLYHQ�E\�
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$VVXPLQJ�WKDW�VKRFNV�WR�WKH�SULFH�VHWWLQJ�HTXDWLRQ�DUH�PRVWO\�RI�D�´WHFKQRORJLFDOµ�QDWXUH�ZLWK
SHUPDQHQW� HIIHFWV� RQ� UHDO�ZDJHV� �] �HV� ��� WKDW� VKRFNV� WR� WKH�ZDJH� HTXDWLRQ� LQFOXGHV� ERWK
WHFKQRORJLFDO�VKRFNV�DQG��VWDWLRQDU\�ZDJH�SXVK�ODERXU�VXSSO\�VKRFNV��VR�WKDW�]Z HV�HZ����DQG
WKDW�K����\LHOGV�WKDW�XQHPSOR\PHQW�LV�VWDWLRQDU\�DQG�LWV�LQLWLDO�UHVSRQVH�WR�ZDJH�SXVK�ODERXU
VXSSO\� VKRFNV� LV� JUHDWHU� WKH� PRUH� ULJLG� UHDO� ZDJHV� DUH�� 0RUHRYHU�� WKH� PHDQ� ODJ� RI� WKH
UHVSRQVH�WR�XQHPSOR\PHQW��K����K���LV�LQFUHDVLQJ�LQ�K��$OWHUQDWLYHO\��LI�K ���XQHPSOR\PHQW
IROORZV� D� UDQGRP� ZDON� ZLWK� GULIW�� DQG� LWV� VKRUW�UXQ� DQG� ORQJ�UXQ� UHVSRQVHV� WR� ZDJH
SXVK�ODERXU�VXSSO\�VKRFNV�DUH�GHFUHDVLQJ�LQ�F��7KLV�VLPSOH�PRGHO�VXJJHVWV�WKDW�WKH�GHJUHH�RI
UHDO�ZDJH�ULJLGLW\�LV�UHODWHG�WR�VRPH�FKDUDFWHULVWLFV�RI�WKH�LPSXOVH�UHVSRQVH�RI�XQHPSOR\PHQW
WR�ZDJH�SXVK�ODERXU�VXSSO\�VKRFNV��,Q�ERWK�FDVHV�FRQVLGHUHG��K���DQG�K ���UHDO�ZDJHV�DUH
,����DQG�ZDJH�SXVK�ODERXU�VXSSO\�VKRFNV�KDYH�QR�ORQJ�UXQ�HIIHFWV�RQ�WKH�OHYHO�RI�UHDO�ZDJHV�
7KXV��WKH�HPSLULFDO�H[HUFLVH� WR�DVVHVV� WKH�GHJUHH�RI� UHDO�ZDJH�ULJLGLWLHV�DFURVV�FRXQWULHV� LV
UDWKHU�VLPSOH��)LUVW��DVVXPLQJ�WKDW�K����ZH�HVWLPDWH�D�9$5�FRPSRVHG�E\�WKH�UDWH�RI�JURZWK
RI� UHDO�ZDJHV� DQG� WKH�XQHPSOR\PHQW� UDWH� DQG� UHFRYHU� WKH� VWUXFWXUDO�SDUDPHWHUV� �F� DQG�K�
IURP�WKH� LPSXOVH�UHVSRQVH�RI�XQHPSOR\PHQW� WR� VKRFNV�ZKLFK�KDYH�QR� ORQJ�UXQ�HIIHFWV�RQ
UHDO�ZDJHV��6HFRQGO\��DVVXPLQJ�WKDW�K ���ZH�HVWLPDWH�D�9$5�FRPSRVHG�RI�WKH�JURZWK�UDWH
RI�UHDO�ZDJHV�DQG�WKH�ILUVW�GLIIHUHQFH�RI�WKH�XQHPSOR\PHQW��UDWH��DQG�UHFRYHU�WKH�VWUXFWXUDO
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SDUDPHWHUV� �F� DQG� K�� IURP� WKH� LPSXOVH�UHVSRQVH� RI� XQHPSOR\PHQW� WR� WKH� VDPH� NLQG� RI
VKRFNV�� ,W� VKRXOG� EH� QRWHG� WKDW� WKH� PRGHO� DERYH� VXJJHVWV� WKDW� WKH� RWKHU� W\SH� RI� VKRFNV
UHFRYHUHG� DUH� WHFKQRORJLFDO� VKRFNV�ZKLFK� LQFUHDVH� UHDO�ZDJHV� LQ� WKH� ORQJ� UXQ� DQG� GR� QRW
DIIHFW�XQHPSOR\PHQW�

7KH� UHVXOWV� RI� WKLV� H[HUFLVH� �WRJHWKHU� ZLWK� WKH� HVWLPDWHV� IURP� /D\DUG� HW� DO��� ������ DUH
UHSRUWHG� LQ�7DEOHV��� DQG���� ,Q� WKH� ILUVW� FDVH��ZKHQ�XQHPSOR\PHQW� LV� DVVXPHG� WR� IROORZ�D
VWDWLRQDU\� SURFHVV� �K����ZH� ILQG� WKDW� WKH� DYHUDJH� GHJUHH� RI� UHDO�ZDJH� ULJLGLW\� LQ� WKH� (8
FRXQWULHV�DOPRVW�GRXEOHV�WKDW�RI�WKH�86��%\�FRXQWULHV��RQO\�WKH�1HWKHUODQGV�DQG�,UHODQG�VHHP
WR�EH�FORVH�WR�WKH�86�EHQFKPDUN��6LPLODUO\��WKH�DYHUDJH�PHDQ�ODJ�UHVSRQVH�RI�XQHPSOR\PHQW
WR�ZDJH�SXVK� VKRFNV� LQ� (8� FRXQWULHV� LV�PRUH� WKDQ� �� \HDUV� KLJKHU� WKDQ� LQ� WKH�86�� ,Q� WKH
VHFRQG� FDVH�� ZKHQ� XQHPSOR\PHQW� LV� DVVXPHG� WR� IROORZ� DQ� ,���� SURFHVV� �K ���� ZH� ILQG
TXDOLWDWLYHO\�VLPLODU�UHVXOWV��DOWKRXJK�E\�FRXQWULHV�WKHUH�DUH�VRPH�GLIIHUHQFHV�ZLWK�UHVSHFW�WR
WKH�SUHYLRXV�FDVH�

:KLOH�D�KLJK�GHJUHH�RI�UHDO�ZDJH�ULJLGLW\�²DV�RSSRVHG�WR�QRPLQDO�ZDJH�ULJLGLW\��LPSOLHV�WKDW
WKH� FRVW� IURP� JLYLQJ� XS� QRPLQDO� H[FKDQJH� UDWH� IOH[LELOLW\� DV� D� WRRO� IRU� VKRUW�UXQ
PDFURHFRQRPLF�DGMXVWPHQW�LV�OLNHO\�WR�EH�UDWKHU�OLPLWHG��LW�LV�QHYHUWKHOHVV�QRW�JRRG�QHZV�DW
DOO�IRU�(XURSHDQ�XQHPSOR\PHQW��TXLWH�LQGHSHQGHQWO\�IURP�(08��,Q�SDUWLFXODU��WKH�KLJKHU�LV
WKH�GHJUHH�RI�UHDO�ZDJH�ULJLGLW\��WKH�KLJKHU�LV�WKH�VWUXFWXUDO�UDWH�RI�XQHPSOR\PHQW��)RU�WKLV
UHDVRQ��LW�LV�YHU\�LPSRUWDQW�WR�LPSURYH�UHDO�ZDJH�IOH[LELOLW\�WKURXJK�ODERXU�PDUNHW�UHIRUPV
DLPHG� DW� HQKDQFLQJ� QRPLQDO�ZDJH� IOH[LELOLW\� LI� WKH� FRVWV� RI� (08� DUH� WR� EH� VWLOO� NHSW� WR� D
PLQLPXP�DQG�SURJUHVV�PDGH�LQ�UHGXFLQJ�XQHPSOR\PHQW�

�����(PSOR\PHQW�HIIHFWV�RI�UHDO�H[FKDQJH�UDWH�IOXFWXDWLRQV

7KH�DERYH�QRWZLWKVWDQGLQJ��HYHQ�LI�QRPLQDO�H[FKDQJH�UDWHV�FRXOG�EH�VHW�DV�WR�LQIOXHQFH�UHDO
H[FKDQJH�UDWHV��VRPH�HYLGHQFH�RQ�WKH�UHVSRQVH�RI�HPSOR\PHQW�WR�WKH�UHDO�H[FKDQJH�UDWH�DOVR
VXJJHVWV� WKDW� IRUJRLQJ� QRPLQDO� H[FKDQJH� UDWH� IOH[LELOLW\� ZLOO� QRW� EH� YHU\� FRVWO\� LQ
HPSOR\PHQW�WHUPV��7ZR�UHFHQW�SDSHUV��%XUJHVV�DQG�.QHWWHU��������RQ�WKH�*���FRXQWULHV�
DQG�'RODGR��,]TXLHUGR��DQG�-LPHQR��������RQ�6SDQLVK�UHJLRQV��DUH�GHYRWHG�WR�WKH�HVWLPDWLRQ
RI� WKH� UHVSRQVH� RI� HPSOR\PHQW� DW� WKH� LQGXVWU\� OHYHO� WR� H[FKDQJH� UDWH� VKRFNV� IRU� WKH�*��
FRXQWULHV��$W�WKH�WKHRUHWLFDO�OHYHO��WKH�GHWHUPLQDQWV�RI�WKLV�UHVSRQVH�DUH�PDLQO\�WKH�GHJUHH�RI
FRPSHWLWLYHQHVV�RI�SURGXFW�PDUNHWV�DQG�WKH�UHJXODWLRQ�RI�WKH�ODERXU�PDUNHW���7KH�PRUH�FRP�
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Table 5Table 5
Real Wage Rigidity in the EU
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:HLJKWHG�DYHUDJH

SHWLWLYH�DUH�SURGXFW�PDUNHWV��WKH�ODUJHU�DUH�WKH�FKDQJHV�RI�SURGXFWLRQ�SDWWHUQV�EURXJKW�XS�E\
FKDQJHV� LQ� UHDO� H[FKDQJH� UDWHV�� +RZHYHU�� LI� ILUPV� FDQ� DGMXVW� PDUN�XSV�� WKHQ� SULFH
DGMXVWPHQWV�PD\� SDUWLDOO\� RIIVHW� WKH� QHHG� IRU� DGMXVWLQJ� HPSOR\PHQW� DIWHU� FKDQJHV� LQ� UHDO
H[FKDQJH�UDWHV��)XUWKHUPRUH��ODERXU�PDUNHW�UHJXODWLRQ��MRE�SURWHFWLRQ�OHJLVODWLRQ��VD\��PD\
UHGXFH�WKH�UHVSRQVH�RI�HPSOR\PHQW�WR�H[FKDQJH�UDWH�VKRFNV�

%XUJHVV�DQG�.QHWWHU��������ILQG�WKDW�H[FKDQJH�UDWH�IOXFWXDWLRQV�LQIOXHQFH�HPSOR\PHQW�DW�WKH
LQGXVWU\�OHYHO�LQ�WKH�H[SHFWHG�PDQQHU��D�UHDO�DSSUHFLDWLRQ�OHDGV�WR�D�GHFOLQH�LQ�PDQXIDFWXULQJ
HPSOR\PHQW�LQ�PRVW�VHFWRUV����7KHUH�DUH�VRPH�GLIIHUHQFHV�DFURVV�FRXQWULHV��WKRXJK��:KLOH
LQ� WKH� 8.�� ,WDO\� DQG� &DQDGD� HPSOR\PHQW� VHHPV� WR� EH� PRUH� VHQVLWLYH� WR� H[FKDQJH� UDWH
FKDQJHV�WKDQ�LQ�WKH�8�6���WKH�FRQWUDU\�KDSSHQV�LQ�*HUPDQ\��)UDQFH�DQG�-DSDQ��8VLQJ�WKHLU
RZQ�ZRUGV�� ´RYHUDOO�� WKH�GDWD� DUH�FRQVLVWHQW�ZLWK� WKH� YLHZ� WKDW� HPSOR\PHQW� LQ�(XURSHDQ
/DERXU�0DUNHWV�LV�PXFK�OHVV�LQIOXHQFHG�E\�GHPDQG�VKRFNV�DQG�PXFK�VORZHU�WR�DGMXVW�WR�WKH
ORQJ�UXQ�VWHDG\�VWDWHµ��,Q�D�VLPLODU�VWXG\��'RODGR��,]TXLHUGR��DQG�-LPHQR��������HVWLPDWH�DQ
HPSOR\PHQW� HTXDWLRQ� XVLQJ� GDWD� RQ� ��� VHFWRUV� �QRW� RQO\� PDQXIDFWXULQJ�� DQG� ��� 6SDQLVK
UHJLRQV�� 7KH� VSHFLILFDWLRQ� RI� WKHLU� HPSOR\PHQW� HTXDWLRQ� DOVR� LQFOXGHV� GRPHVWLF� DJJUHJDWH

                                                
� $ERXW�����RI�WKHLU����FRXQWU\�LQGXVWU\�REVHUYDWLRQV�VKRZHG�VWDWLVWLFDOO\�VLJQLILFDQW�QHJDWLYH�H[FKDQJH�UDWH�HODVWLFLWLHV�
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GHPDQG� DQG� H[FKDQJH� UDWH� YRODWLOLW\� DV� UHJUHVVRUV�� 7KHLU� UHVXOWV� FRQILUP� WKDW� ZKLOH� UHDO
H[FKDQJH�UDWH�DSSUHFLDWLRQV�UHGXFH�HPSOR\PHQW�LQ�PRVW�LQGXVWULHV��UHGXFLQJ�H[FKDQJH�UDWH
YRODWLOLW\�KDV�QHYHUWKHOHVV�SRVLWLYH�HIIHFWV�RQ�HPSOR\PHQW�

7R�VXP�XS��WKLV�VHFWLRQ�KDV�SUHVHQWHG�HYLGHQFH�WKDW�VXJJHVWV�WKDW�FRPPRQ�VKRFNV�DUH�OLNHO\
WR�EH�SUHYDOHQW�RQFH�LQ�(08��WKDW�QRPLQDO�H[FKDQJH�UDWH�IOH[LELOLW\�KDV�QRW�SOD\HG�LQ�WKH�SDVW
LQ�WKH�(8�WKH�´EXIIHU�VWRFNµ�IXQFWLRQ�DVVXPHG�E\�WKH�2SWLPDO�&XUUHQF\�$UHDV�OLWHUDWXUH��DQG
WKDW� WKH�GHJUHH�RI� UHDO�ZDJH� ULJLGLW\� LQ�(XURSHDQ� FRXQWULHV� LV� TXLWH� KLJK��7DNHQ� WRJHWKHU�
WKHVH�ELWV�RI�HYLGHQFH� WHQG� WR� VXJJHVW� WKDW�(XURSHDQ�FRXQWULHV� DUH�JRLQJ� WR� IDFH�RQO\�YHU\
OLPLWHG� FRVWV� IURP�QRW� EHLQJ� DEOH� WR� XVH� QRPLQDO� H[FKDQJH� UDWHV� DV� D� VKRUW�WHUP� WRRO� IRU
DGGUHVVLQJ�PDFURHFRQRPLF�LPEDODQFHV�LQ�(08��,I�WKLV�LV�WKH�FDVH��WKH�EHQHILWV�EURXJKW�XS�E\
(08� LQ� WHUPV� RI� PRUH� VWDEOH� PDFURHFRQRPLF� SROLFLHV� ²ERWK� PRQHWDU\� DQG� ILVFDO�� DQG
HQKDQFHG�PDUNHW�LQWHJUDWLRQ�DUH�OLNHO\�WR�SUHYDLO�RYHU�WKH�FRVWV��UHVXOWLQJ�LQ�D�QHW�EHQHILFLDO
LPSDFW�RQ�RXWSXW�JURZWK�DQG�HPSOR\PHQW�FUHDWLRQ�RYHU�WKH�PHGLXP�WHUP�

���,PSDFW�RI�(08�RQ�PDFURHFRQRPLF�SROLF\�DQG�ZDJH�SULFH�VHWWLQJ

,Q�DGGLWLRQ�WR�LPSO\LQJ�D�FRPPRQ�FXUUHQF\�DUHD�LQ�ZKLFK�PRQHWDU\�SROLF\�ZLOO�EH�VWURQJO\
RULHQWHG�WRZDUGV�SXUVXLQJ�SULFH�VWDELOLW\��WKH�HVWDEOLVKPHQW�RI�(08�ZLOO�DOVR�HQKDQFH�ILVFDO
GLVFLSOLQH� WKURXJKRXW� WKH� 6WDELOLW\� 3DFW�� ,Q� WKLV� VHFWLRQ� ZH� GLVFXVV� WKH� PDFURHFRQRPLF
SROLFLHV�XQGHU�(08�DQG�WKH�OLNHO\�LPSDFW�RI�(08�RQ�ZDJH�DQG�SULFH�GHWHUPLQDWLRQ�

����0DFURHFRQRPLF�3ROLF\

(08�EULQJV�ZLWK� LW� QRW� RQO\� D� FRPPRQ�FXUUHQF\�²� WKH� HXUR�� EXW� DOVR� D� VLQJOH�PRQHWDU\
SROLF\��,Q�WKLV�UHVSHFW��LW�LV�SDUWLFXODUO\�LPSRUWDQW�WR�QRWH�WKDW�WKH�VLQJOH�PRQHWDU\�SROLF\�ZLOO
EH�UXQ�E\�DQ�LQGHSHQGHQW�(XURSHDQ�&HQWUDO�%DQN�ZLWK�WKH�SULPDU\�REMHFWLYH�RI�DFKLHYLQJ�DQG
PDLQWDLQLQJ�SULFH�VWDELOLW\��,I�LW�LV�DFFHSWHG�WKDW�SULFH�VWDELOLW\�LV�D�SUHFRQGLWLRQ�IRU�DFKLHYLQJ�D
EHWWHU� RXWSXW� SHUIRUPDQFH� �VHH� $QGUpV� DQG� +HUQDQGR�� ������� WKHQ� WKH� VLQJOH� PRQHWDU\
SROLF\�ZLOO�H[HUW�D�IDYRXUDEOH�LPSDFW�RQ�RXWSXW�DQG�HPSOR\PHQW�FRQGLWLRQV�LQ�WKH�HXUR�]RQH
LQ�WKH�PHGLXP�WHUP�

(08�DOVR�FRPHV�WRJHWKHU�ZLWK�WKH�6WDELOLW\�3DFW��ZKLFK�HVWDEOLVKHV�FHUWDLQ�QRUPV�RI� ILVFDO
UHFWLWXGH�DLPHG�DW�SUHVHUYLQJ�RU�UHVWRULQJ�WKH�VXVWDLQDELOLW\�RI�QDWLRQDO�ILVFDO�SRVLWLRQV�DQG�DW
DYRLGLQJ�DQ�LQDGHTXDWH�RYHUDOO�SROLF\�PL[�LQ�WKH�(08�DUHD�DV�D�ZKROH��*LYHQ�WKH�WHUPV�RI�WKH
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6WDELOLW\�3DFW��ILVFDO�FRQVROLGDWLRQ�PD\�QHHG�WR�SURFHHG�LQ�WKH�IXWXUH�LQ�VRPH�FRXQWULHV��$Q
LPSRUWDQW� TXHVWLRQ�� WKHUHIRUH�� LV� KRZ� ILVFDO� FRQVROLGDWLRQ� PHDVXUHV� ZLOO� DIIHFW� (XURSHDQ
XQHPSOR\PHQW�LQ�WKH�QH[W�\HDUV�

)URP�D�VKRUW�WHUP�SHUVSHFWLYH��WKH�WUDGLWLRQDO�VWRU\�RQ�WKH�HIIHFWV�RI�ILVFDO�FRQVROLGDWLRQ�LV
WKDW�LW�OHDGV�WR�D�UHGXFWLRQ�LQ�WKH�UDWH�RI�H[SDQVLRQ�RI�DJJUHJDWH�GHPDQG��ZKLFK�LQLWLDOO\�KDV
QHJDWLYH� HIIHFWV� RQ� XQHPSOR\PHQW�� ,Q� DGGLWLRQ�� LQVRIDU� DV� SHUVLVWHQFH� PHFKDQLVPV� DUH DW
ZRUN��WKH�LPSDFW�RQ�XQHPSOR\PHQW�FRXOG�ODVW�IRU�VRPH�WLPH�

:KLOH� WKHVH� HIIHFWV� DUH� JHQHUDOO\� UHFRJQLVHG� DV� EHLQJ� YDOLG� WR� D� ILUVW� DSSUR[LPDWLRQ�� LQ
SUDFWLFH�WKH�VL]H�RI�WKH�VKRUW�UXQ�LPSDFW�RI�ILVFDO�FRQVROLGDWLRQ�RQ�XQHPSOR\PHQW�ZLOO�YDU\
DFURVV�FRXQWULHV�DQG�ZLOO�GHSHQG�FULWLFDOO\�RQ�ZKLFK�NLQG�RI�PHDVXUHV�DUH�LPSOHPHQWHG�DQG
RQ�KRZ�WKH\�DUH�LPSOHPHQWHG��,Q�SDUWLFXODU��LW�PD\�KDSSHQ�WKDW�D�UHGXFWLRQ�RI�EXGJHW�GHILFLWV
EDVHG� RQ� SHUPDQHQW� FXWV� LQ� FXUUHQW� JRYHUQPHQW� SXUFKDVHV� PD\� OHDG� WR� ORZHU� VKRUW� UXQ
XQHPSOR\PHQW��7KH�UHDVRQ�LV�WKDW�WKH�UHGXFWLRQ�LQ�DJJUHJDWH�GHPDQG�GHULYHG�IURP�D�FXW�LQ
WRWDO�SXEOLF�VSHQGLQJ�ZRXOG�EH��DW� OHDVW�SDUWLDOO\��RIIVHW�E\�WKH�EHQHILFLDO�HIIHFWV�RQ�SULYDWH
GHPDQG� RI� WKH� FUHGLEOH� SHUPDQHQW� UHGXFWLRQ� LQ� FXUUHQW� JRYHUQPHQW� SXUFKDVHV�� 3ULYDWH
FRQVXPSWLRQ� ZRXOG� H[SDQG� DV� WKH� SXEOLF� UHYLVHV� XSZDUGV� LWV� H[SHFWDWLRQV� RI� IXWXUH
GLVSRVDEOH� LQFRPH�� LQ� WKH�XQGHUVWDQGLQJ� WKDW�EXGJHWDU\�FRQVROLGDWLRQ� WRGD\� UHGXFHV� IXWXUH
WD[HV�WR�VHUYLFH�WKH�GHEW��3ULYDWH�LQYHVWPHQW�ZRXOG�DOVR�LQFUHDVH�RQFH�UHDO�ORQJ�WHUP�LQWHUHVW
UDWHV�IDOO�

6RPH�(XURSHDQ�FRXQWULHV�KDYH�DOUHDG\�H[SHULHQFHG�EHQHILFLDO�RXWSXW�DQG�HPSOR\PHQW�HIIHFWV
ZKLOH�SXUVXLQJ�ILVFDO�FRQVROLGDWLRQV�LQ�UHFHQW�\HDUV��SDUWO\�OLQNHG�WR�WKH�UHGXFWLRQ�RI�WKH�ULVN�
SUHPLXP�LPSOLFLW�RQ� LQWHUHVW�UDWHV�WKURXJK�WKH�GHFOLQH�RI�ERWK�H[FKDQJH�DQG�GHIDXOW� ULVNV�
2QFH�(08�LV�LQ�SODFH��KRZHYHU��WKHVH�FRXQWULHV�VKRXOG�QRW�WDNH�IXUWKHU�UHGXFWLRQ�RI�LQWHUHVW
UDWHV�IRU�JUDQWHG�

)URP�D�PHGLXP�WHUP�YLHZSRLQW�� LQVRIDU�DV�SUHVHQW�VWUXFWXUDO�EXGJHW�GHILFLWV�DUH�WRR�KLJK�
DQG�LQVRIDU�DV�WKHLU�UHGXFWLRQ�LV�QRW�FDUULHG�RXW�WKURXJK�WD[�LQFUHDVHV�ZKLFK�PD\�UDLVH�´ZDJH
SUHVVXUHµ��WKH�SURFHVV�RI�ILVFDO�FRQVROLGDWLRQ��ZKLFK�LV�DPSOLILHG�E\�WKH�6WDELOLW\�3DFW��VKRXOG
QRW� DGYHUVHO\� DIIHFW� XQHPSOR\PHQW� LQ� WKH� PHGLXP� WHUP�� 4XLWH� WKH� FRQWUDU\�� ILVFDO
FRQVROLGDWLRQ� ZLOO� LPSURYH� HPSOR\PHQW� SURVSHFWV� E\� OHDGLQJ� WR� D� PRUH� VWDEOH
PDFURHFRQRPLF�VFHQDULR�FKDUDFWHULVHG�E\�ORZHU�DQG�OHVV�YRODWLOH�UHDO�LQWHUHVW�UDWHV��,Q�WKHVH
FLUFXPVWDQFHV��SXEOLF�LQYHVWPHQW�ZLOO�SLFN�XS��SRVLWLYHO\�LQIOXHQFLQJ�RXWSXW�DQG�HPSOR\PHQW
SURVSHFWV�
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,Q� VXP��ZKLOH� WKH� GLIIHULQJ� ILVFDO� SRVLWLRQV� DQG�PDFURHFRQRPLF� VWUXFWXUHV� RI� WKH�PHPEHU
VWDWHV� VXJJHVW� WKDW� ILVFDO� FRQVROLGDWLRQ� HIIRUWV� RYHU� WKH� QH[W� IHZ� \HDUV�PD\� KDYH� GLIIHUHQW
LPSDFWV� RQ� WKHLU� HFRQRPLHV�� DQ\� SRWHQWLDO� VKRUW�WHUP� FRVWV� RI� ILVFDO� FRQVROLGDWLRQ� RQ
HFRQRPLF� DFWLYLW\� ZLOO� EH� PLQLPLVHG� ²DQG� HYHQ� UHYHUVHG�� LI� EXGJHWDU\� DGMXVWPHQWV� DUH
FDUULHG� RXW� LQ� DQ� DSSURSULDWH� DQG� FUHGLEOH� IDVKLRQ� DQG�� HVSHFLDOO\�� LI� DFFRPSDQLHG� E\
VWUXFWXUDO�ODERXU�PDUNHW�UHIRUPV��)XUWKHUPRUH��FUHGLEOH�SURJUHVV�DORQJ�ILVFDO�FRQVROLGDWLRQ
ZRXOG�FRQWULEXWH�WR�LPSURYLQJ�WKH�RYHUDOO�PDFURHFRQRPLF�PL[�LQ�WKH�HXUR�]RQH��DQG�WKXV�WR
UHGXFLQJ� WKH� FRQVWUDLQWV� WKDW� WKH� SXUVXLW� RI� QRPLQDO� VWDELOLW\� SODFHV� RQ� QDWLRQDO�PRQHWDU\
SROLFHV��WKXV�DOORZLQJ�ORZHU�UHDO�LQWHUHVW�UDWHV��)LQDOO\��JLYHQ�WKH�VWDWH�RI�SXEOLF�ILQDQFHV�LQ
VRPH�(8�FRXQWULHV��WKH�UHGXFWLRQ�RI�EXGJHW�GHILFLWV�DQG�GHEW�LV�D�GHVLUDEOH�SROLF\�LQ�LWV�RZQ
ULJKW� DV� LW� LV� D� SUHFRQGLWLRQ� IRU� DYRLGLQJ� ILQDQFLDO� XQVXVWDLQDELOLW\� SUREOHPV� ZKLFK� PLJKW
MHRSDUGLVH�WKH�FKDQFHV�RI�DFKLHYLQJ�EDODQFHG�HFRQRPLF�JURZWK�

����(IIHFWV�RQ�SULFH�DQG�ZDJH�VHWWLQJ

(08� ZLOO� GHHSHQ� HFRQRPLF� LQWHJUDWLRQ� WKURXJK� WKH� FRQVROLGDWLRQ� RI� WKH� 6LQJOH� ,QWHUQDO
0DUNHW�� )XUWKHUPRUH�� WKH� HOLPLQDWLRQ� RI� H[FKDQJH� UDWH� XQFHUWDLQW\� DQG� WKH� WUDQVSDUHQF\
EURXJKW� XS� E\� TXRWLQJ� SULFHV� LQ� WKH� VDPH� XQLW�ZLOO� SURPRWH� ILUPV·�PRELOLW\� DFURVV� (08
FRXQWULHV��$V�D�UHVXOW�RI�HQKDQFHG�FRPSHWLWLRQ��ZH�VKRXOG�H[SHFW�ORZHU�SULFH�PDUN�XSV�IURP
(08�DQG��LI�DQ\WKLQJ��GRZQZDUGV�SUHVVXUH�RQ�ORQJ�UXQ�XQHPSOR\PHQW��1HYHUWKHOHVV��WKH
VL]H�RI�WKHVH�HIIHFWV�LV�XQFHUWDLQ�

,W�PD\�DOVR�KDSSHQ�WKDW�WKH�VWURQJHU�GHJUHH�RI�HFRQRPLF�LQWHJUDWLRQ�HQGV�XS�LPSRVLQJ�PRUH
GLVFLSOLQH� RQ� ZDJH� VHWWHUV�� $FURVV� (8� FRXQWULHV�� ZDJH� VHWWLQJ� LV� PRVWO\� E\� FROOHFWLYH
EDUJDLQLQJ��(YHQ�LI�WKH�UHJXODWLRQ�RI�FROOHFWLYH�EDUJDLQLQJ�LV�XQFKDQJHG��WKH�ZDJH�HODVWLFLW\�RI
ODERXU�GHPDQG�ZLOO�EH�DIIHFWHG�E\�KLJKHU�HFRQRPLF� LQWHJUDWLRQ��DQG�DV�HFRQRPLHV�EHFRPH
PRUH�RSHQ�DQG� LQWHJUDWHG��ZDJH�RXWFRPHV�ZLOO�EH� OHVV� VHQVLWLYH� WR� WKH�EDUJDLQLQJ�UHJLPHV
�VHH�&DOPIRUV��������'DQWKLQH�DQG�+XQW���������+RZHYHU��ZKLOH�DFFHSWLQJ�WKDW�(08�PD\
LPSURYH�WKH�GHJUHH�RI�FRPSHWLWLRQ�LQ�ODERXU�PDUNHWV�RYHU�WKH�PHGLXP�UXQ��ZH�DUH�QRW�YHU\
RSWLPLVWLF�UHJDUGLQJ�KRZ�VLJQLILFDQW�ZLOO�WKLV�HIIHFW�EH�LQ�WKH�VKRUW�WHUP��)XUWKHUPRUH��WKHUH
PD\�DOVR�EH�RWKHU�HIIHFWV�LQ�WKH�DGYHUVH�GLUHFWLRQ�

,QGHHG��UHJDUGOHVV�RI�WKH�SHFXOLDULWLHV�RI�WKH�ZDJH�GHWHUPLQDWLRQ�SURFHVV�LQ�HDFK�RI�WKH�(08
PHPEHU� FRXQWULHV� �UHJXODWLRQ� RI� FROOHFWLYH� EDUJDLQLQJ�� OHYHOV� RI� QHJRWLDWLRQ�� HWF���� ZDJH
PRGHUDWLRQ� VKRXOG� QRW� EH� WDNHQ� IRU� JUDQWHG�� 7KH� H[SHULHQFH� RI� WKH� (50� VKRZV� WKDW� WKH
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GLVFLSOLQH� HIIHFWV� RI� IXUWKHU� HFRQRPLF� LQWHJUDWLRQ� RQ�ZDJH� GHWHUPLQDWLRQ� DUH�� LI� DQ\WKLQJ�
UDWKHU�VPDOO��)XUWKHUPRUH��WKHUH�DUH��DW�OHDVW��WKUHH�UHDVRQV�WR�H[SHFW�FKDQJHV�LQ�WKH�ZDJH
GHWHUPLQDWLRQ�SURFHVV�WKDW�PD\�JR�LQ�WKH�RSSRVLWH�GLUHFWLRQ��)LUVWO\��WKH�UHFHQW�H[SHULHQFH�LQ
*HUPDQ\�IROORZLQJ�XQLILFDWLRQ�VXJJHVWV�WKDW�WKHUH�PD\�EH�HYHQ�D�SHUYHUVH�´ZDJH�FDWFKLQJ�XSµ
HIIHFW��DW�OHDVW�LQLWLDOO\�DQG�LQ�WKH�UHODWLYHO\�EDFNZDUGV�FRXQWULHV��UHVXOWLQJ�LQ�ZDJH�SUHVVXUHV
DQG�OHVV�ZDJH�IOH[LELOLW\��6HFRQGO\��WKHUH�LV�WKH�GDQJHU�WKDW�XQLRQV�ZLOO�QRW�LQWHUQDOLVH��WR�WKH
H[WHQW� WKDW� WKH\� KDYH� EHHQ� GRLQJ�ZKHQ� IDFLQJ� WKHLU� UHVSHFWLYH� QDWLRQDO� FHQWUDO� EDQNV�� WKH
UHDFWLRQ�IXQFWLRQ�RI�WKH�QHZ�(XURSHDQ�&HQWUDO�%DQN��(&%���7KH�(&%�%DQN�ZLOO�EH�VHWWLQJ
PRQHWDU\�SROLF\� LQ�WHUPV�RI�WKH�RYHUDOO� LQIODWLRQ UDWH� LQ�(08��7R�WKH�H[WHQW� WKDW�QDWLRQDO
ZDJHV�UDLVHV�ZLOO�FDUU\� OHVV�ZHLJKW� IRU� WKH� LQIODWLRQ�UDWH�RI� WKH�ZKROH�(08��QDWLRQDO�ZDJH
VHWWHUV�PD\�SHUFHLYH�WKDW�ZDJH�LQFUHDVHV�DUH�OHVV�OLNHO\�WR�EH�FRXQWHUDFWHG�E\�WKH�PRQHWDU\
SROLF\�RI�WKH�(&%��)LQDOO\��WKH�GHYHORSPHQW�RI�DQRWKHU�OHJ�RI�(08��WKH�6RFLDO�&KDSWHU��DOVR
FDUULHV�VRPH�ULVNV��6R�IDU��WKH�6RFLDO�&KDSWHU�KDV�QRW�DIIHFWHG�E\�PXFK�WKH�ODERXU�OHJLVODWLRQ
RI� (8� FRXQWULHV�� %XW� LW� PD\� KDSSHQ� WKDW� VRPH� KDUPRQLVDWLRQ� RI� ODERXU� OHJLVODWLRQ� FRXOG
ZRUVHQ�WKH�DOUHDG\�EDGO\�IXQFWLRQLQJ�ODERXU�PDUNHWV�RI�VRPH�(8�FRXQWULHV�

7R� VXP� XS�� VLQFH� WKHUH� LV� QR� JXDUDQWHH� WKDW� (08�ZLOO� VHW� LQ� PRWLRQ� IRUFHV� WKDW� ZRXOG
DXWRPDWLFDOO\�OHDG�WR�D�EHWWHU�IXQFWLRQLQJ�RI�(XURSHDQ�WKH�ODERXU�PDUNHWV��LW�LV�RI�SDUDPRXQW
LPSRUWDQFH� WKDW� WKH� DXWKRULWLHV� SXUVXH� SROLFLHV� DLPHG� DW� UHPRYLQJ� H[LVWLQJ� VWUXFWXUDO
ULJLGLWLHV�LQ�SURGXFW�DQG�²�VSHFLDOO\��ODERXU�PDUNHWV�VR�DV�WR�EULQJ�XQHPSOR\PHQW�GRZQ�

���&RQFOXGLQJ�UHPDUNV

$V� FRQFHUQV� WKH� LPSDFW� RI� (08�RQ� (XURSHDQ� XQHPSOR\PHQW�� LQVRIDU� DV� (08� OHDGV� WR� D
PRUH� VWDEOH� PRQHWDU\� DQG� QRQ�PRQHWDU\� SROLFLHV� DQG� WR� D� KLJKHU� GHJUHH� RI� HFRQRPLF
LQWHJUDWLRQ��LW�PD\�KDYH��LI�DQ\WKLQJ��D�IDYRXUDEOH�LPSDFW�RQ�XQHPSOR\PHQW�DFURVV�WKH�(8�LQ
WKH�PHGLXP�WHUP��1HYHUWKHOHVV��VLQFH�WKH�VL]H�RI�WKHVH�HIIHFWV�LV�XQFHUWDLQ��ZH�VKRXOG�VWUHVV
WKDW� �TXLWH� DSDUW� IURP� (08�� WKH� ILJKW� DJDLQVW� XQHPSOR\PHQW� PXVW� QHFHVVDULO\� LQYROYH
UHPRYLQJ� WKH� VWUXFWXUDO� REVWDFOHV� WR� WKH� JRRG� IXQFWLRQLQJ� RI� SURGXFW� DQG�� LQ� SDUWLFXODU�
QDWLRQDO�ODERXU�PDUNHWV�

7KXV�� IHDUV� WKDW�(08�PD\� UHVXOW� LQ�KLJKHU� DYHUDJH�XQHPSOR\PHQW� DQG�RU�KLJKHU�QDWLRQDO
XQHPSOR\PHQW�GLIIHUHQWLDOV� DUH�JURVVO\�H[DJJHUDWHG�� ,Q� WKLV� SDSHU�ZH�KDYH�SURYLGHG� VRPH
EDVLV�IRU�WKLV�FODLP�
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7KHUH� LV� D� VLJQLILFDQW� FRPPRQ� FRPSRQHQW� LQ� (XURSHDQ� XQHPSOR\PHQW� ZKLFK� PD\� HYHQ
LQFUHDVH�E\�WKH�HQKDQFLQJ�HIIHFWV�RI�(08�RQ�ILQDQFLDO�DQG�HFRQRPLF�LQWHJUDWLRQ��$V�UHJDUGV
XQHPSOR\PHQW��LQ�´QRUPDO�WLPHVµ�FRPPRQ�VKRFNV�DUH�OLNHO\�WR�SUHYDLO�

7KH� HYLGHQFH� RQ� WKH� YHU\� OLPLWHG� UROH� RI� QRPLQDO� H[FKDQJH� UDWHV� LQ� DGGUHVVLQJ
PDFURHFRQRPLF�LPEDODQFHV��WKH�VFDQW�UHVSRQVH�RI�UHDO�H[FKDQJH�UDWHV�WR�QRPLQDO�H[FKDQJH
UDWHV��DQG�WKH�VDPOO�LQIOXHQFH�RQ�HPSOR\PHQW�RI�UHDO�H[FKDQJH�UDWHV��VXJJHVWV�WKDW�WKH�VKRUW�
UXQ�FRVWV�RI�IRUJRLQJ�QRPLQDO�H[FKDQJH�UDWHV�DUH�UDWKHU�VPDOO�LQ�HPSOR\PHQW�WHUPV�

,Q� WKH� PHGLXP� WHUP�� ZKDW� UHDOO\� LQIOXHQFHV� HPSOR\PHQW� FUHDWLRQ� LV� VXVWDLQHG�� QRQ�
LQIODWLRQDU\� JURZWK�� ,Q� WKLV� UHVSHFW�� LW� LV� WR� EH� H[SHFWHG� WKDW� D� ZHOO�PDQDJHG� (08� DQG
6WDELOLW\�3DFW�ZLOO�OHDG�WR�PRUH�VWDEOH�PDFUR�SROLFLHV��ZKLFK�ZLOO�SURPRWH�JURZWK�

7KLV�QRWZLWKVWDQGLQJ��LW�PXVW�EH�UHFRJQLVHG�WKDW�LQ�WKRVH�FRXQWULHV�ZLWK�PRUH�GLIIHUHQWLDWHG
HFRQRPLF� VWUXFWXUHV�� DQG� WKXV� PRUH� OLNHO\� WR� EH� H[SRVHG� WR� DV\PPHWULF� VKRFNV�� (08
PHPEHUVKLS� VKRXOG� EH� DFFRPSDQLHG� E\� VWUXFWXUDO� UHIRUPV� GHVLJQHG� WR� LPSURYH� WKH
IXQFWLRQLQJ�RI�JRRGV�DQG�IDFWRUV�PDUNHWV�DQG��SDUWLFXODUO\��RI�ODERXU�PDUNHWV�
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