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, P YHY SBDHG\R ZHBRP H\ RX DID\R \WH O (78 , QMIDIRDO&RIHHFH 1Q
( FRIRP LFV , WV DJUHDABBDKUH I RUP HVR SURHAKHRSHIQ) WP DU 7 KHIKH/R
EH DEGWHG LQ WH IRTZ IQ) @V ZLIO@EH R JUDAIQMIMADIG YDOH QRARD 1RU
CFDG-P LE SXSRHVEXVIOR | RUSITRWFDOMAKHYLQFHABCEDNGQ) |, QP\ GRMUHRED

, Z RXGONHR DEAHVRP HR WHNH IMKHV/R \WHGMIQDQGLP SBP HOBNRQR \KH

PP RHY SRIA 1Q7 XU

,Q UHQANDMIDMUH WHH LV LGRBDIQ) FRQHXV TP R HFRRP MV RQ W R HIRXG
SUCASBY R PRGHEY SRIA  7KH [ LWARGH LV WDAP RHBY SRR \KRXT OP \R
MBELQ H\RP H QRP LQDODIJUWHIDMY Z KIFK DEAAXAY \KH QHHG | RUD QRP LQDODQGRKRU
7KH HRQG SUGHS®Y 1V \WH GAILIAMNV R D FUHAE®! FRP P W HQAR \WDAGRP LGDD
DOFKRU DV DQ H STAMABLIHV WY Rz DESDBHQMURP H SHIHGFH \WDMKHIH DA
VEMBQADOI QYL FHABCEDGNY FRP P IVIKHP VHYHYLQ DODFHWR VHADSRIR.  UDAKHU
WDQ GDYLQ) WHP VHYHY | UHH R H HIAVH XGRROMICHS AVAHIRD |, Q @INRQ\RLIHIY
RIHY GRAVRYD D WRQY QRP LDODIFKRUIRJP RHBY SRIR OG5 UHGRN D FBDU
FRP P 1AW HQVEXWIOR DEBZ VI RUD G-MUHG GYHOR | REHIIRIDA Gf LEOW

., 0 RQWRAUQJ 3UFHAWELDN 3UP DU 2 EMPAYHR WHO RCHEU 3RIR

7KH SUPDY REMANH R FHQAED EDQWV LV DERMHU IMKH \KEMPMR Z LGASWHIG
DIUHP HOV, QWKLY FRQM WWH SUP DY REMAYHR \WHEHMDODYDNR 7X0H  LV\R
CFKLHYH DQG P DQEQ SUFH WEELON Z KIFK LV P RWZ LGHD GHLGHG \R EH D VWVDIRQ

Z KHHLQ MIRQLYGZ. DG \WIEGIHIRXIK VR\KDAR GRYIHUD | HAN SHRSBIVHRGERP LE



GAMRY <H/ DIUHP HARQ WY JHHDOSUWGASB R PRGHBY SRIA 1V U ORRG

both in the views' of governments and in the practice of central banking in the modern
ZRG BEXWHYHDORKHILP SRMBQATXHNRQY CERAWKH REVRRYHY | RUP RHBY SRIA
DUHGWNHNBG 6 KRXG\WHIHEHRKHUARP SBP HQBY REMRHY |1 \R Z KDWKRX@GEH
\WH GYHOR  HP SKDUV RQ WH RKHURBMRMHY $ QG KRZ \KRX@ \WH SURIMHY HYROH
WURXIKRANGL | HHQAP DRURHRQRP LF HOYLLRGP HON' * LYHD \KDAKKH XGNP DM JROOR
PORRHRPIF SRIA  LFOAQ WH PRHIY SRIA DSHW IV QRVIQ DIRY
WBELQ) DARQ EXWIDKHJZ HDDUH P O LP [} DARQ LV HP SKDV] LQ) SUFH WEELAW RO RR

QURZ DIUP HZ RINIRUP RHBY SRIR ™
vy YXW,V7KHHD7WCH?2 [ YA HH* URZ W DG, Q DWRY

7 KHTXHWRQY CERYHREYIRX\O BUIQ) CERXVWHIWXHR WDGH R | BHE HRLQ MNRQDG
JURZW 7 KHOMDMH R FRXAH KDVP XK WHRIRINVFDOWXYG  DOGHP SIUFDOHVGHRHWR

RITHJIRQWIYVKRWMGHEDMR P CRIRHRRP LV

K QR LIK, QOURY
/ HAP H \XP P DUl H WH 1 1QRQIV RQ WML [IMXH EUH® B HP SKDM LQ) WH FRAWV R
DQUNALSDMG DG XQQIASDMG SOWR QMR DV SIRSRHGE. WHOMDMMH 8 QaHUD
IX® DNASDMS IQOIRY HMURP HOV WHH IV (R WP HIGHRQMMMAR 1O SUFH
DEMWR HQNV 7 KHIH RH 1Q @INRQ Z LAQRAKDYH BQ) XQH | HW RQ UHIOYDUDE®Y O\H
JURZ\K DG XQHP ST P HQV$ V \KH UDM R 1Q @INRQ LRI 1Q OINRQ XGFHTQN
WA FRQUBMY) \R \WH XQQIASDMG SOWR  [Q@IRY  7KHH DH \HYHID
FROHDHF RQ \WH FRW R XQRIASDMS LAMIRY + LK DY5 XQUWNE®R! LA DWRQ
QWRLW SUFH VI QY LQWHHRQGRP\ DG UDVAY\WH YRIMMIW R \KH XQOQNFSDMG SDW
DABGDMGUQ) \RP H DECBWIRY SHIRG + HIFH P SBP HQMY SUFH AKDQIHY YDUHY
DFURW [ LLPV DQG UHIDMYH SUFHY DUH GUMUEEHG GH VR \WH D GRURQ] DINRQ 1Q SUFH



VNG ' XH \R GRP QDO WA 1Q \WH HFRGRP\  UHDYH SUFH FKDQIHY LQBFH
UARXUHP DMOTRDIRQ

, QDCAWRY 1Q ONRQXFHIQIV BB/ FRXP HY DG LOHIRYWR P DNHG-AMRQVWDN
DUH SHFHYHG \R EH\KE ROWP DOH  SRWV7 KLV 1V QLD UHIDAG \R \KH | CRARDAKLIK
DG XQME®! L.AMIRY GH W WH LKHHAXGFHIQWV FRP SRHOWV UMY WH UM
SUPLXP  6XFK XEHWBIQW IRP VP\ RIF DIHQN SIHQNVWHP 1URP P INQ) (Y

\MP - FRQALFW DQG BOGY\R D FRQAIFNRQ ERK LQ FUHAWGHP DG DG \VKSSD  \WH (WU
POQY GH \R \WH DGYHYH \HBRNRQ AIDV 0 HDQ KB [GRUHDHS XQRHAQI DAERV
ILCDGADD DXAN \KDVDH \KSSRHG \R KHGIH DJHQV DIODQWWWH KLIKD  UMN

HOMLRGP HQV 2 YHID 1Q @IRY SURYIGHY DO LGRHIYH 1RU 1 LUP V DG KRAHKRDY \R
GHYRMP RUHUARXUAHV\R CRAYMA \KDADH QRARHHILGH/R \KEEGHG JURZ W

7KUG 1Q@OIRQ FOQ EH FRUGHHG D/ DB WDAVDBMY LGFRP H QUIBXMRY +LIK
IQ@NRQ HRG WH YOOH R IGFRP HY DG \DYQIV 6RPH HRQRP IF DJHQV AR
DQIFALSDM LQ OMRQ DEONWKHU FRQMFW DFFRAQI® DQG SUAHYH WH WHOYDDH R
\WHUIGRRP HY + RZ HYHJ SDMIXOLD SHRE®H RQ 11 HG LGFRP HY GR QRAKDYH HIRXIK

SRZ HURQ\KHUFRQAERWV DQG \WHH RIHEHRP HSDWFX@W® YXQHIEGI\R LQ MINRQ

) RN KLIK DG XQWRE®B! LQ OWRQ UDNVAY XGHIMOQIN DG XQHP LH/ WH HRERP V
CHOW \R JHHDM (Y @MY JUZ\K DG ME FIDIRY ' XH \R \WH | CRAKDV
LQYHXR HQA LLIHYHWME®! | LUP VZ |@QRAQMNVKQIP DI IDOFRWWHNXOOR P DJLG0
SRMEOMN ZKK LGFOGY WH DEAWRID FRP SHADIRY 1RU WH X@HIBIQN

0 RIRYHJ (1P V Z LOKDYH \R VIXH] H WHU SUR IVP DUILQY \R DV \R P DQEQ \WHU
FRP SHWHHW 1Q  LIOMIDINRIO PONV ZKHY SRGAMW  LRIDWY FOQGRV
FRP SHQDM Z DJH [GRIDA/ ,Q WH PHIQ WP H UMQ) MERU FRAV B0G \R UMQ)

XQH SR P HQV



$QC O ZHNHHE FRP SHIMYHHNVR \WH I LUP V GH R UMQ) FRUV UWMRW \WHU
| RILIQI LODIAH CE.OWAYDVZ HD$ VWKHVOIP HWP H \WHXGPFHIRQ HMURP HABUHHON
@Y WP |RIHIQ FOEMIDIQ GZ V Z KB \KRWMP \SHXDAYH FOS\BDLQ &7 V\SHHS

XS ZKKIQWOQ DES/\RWHI IOV R \WHGRP HIF | LCDADOHRARU
8 QUWRE®!, Q MARQ + XUN6XWALCDED* LIRZW 3D 6RP HRQ/ WLDMIH

([ MM HP SILIFDOHMGHFH \XSSRW \KH YIHZ \KDAMKLIK DQG XQMIE®! 1Q MIRQ LV
KOUP | X0 ROVXWERLQIE®JURZ W SHURUP DIFH 2 GHSOWR HP SILIFDOWNGHY FRGFHQADM
RQWHH I HAWR 1Q MWRQRQ.JURZ \K WURKIK \BT R FKDQEHY 7 KHI LA \KH LQYHWR HQY
FKDQRHD ZKIFK LV WH FKDQIH 1Q WWH DM R LMY HQV 7KH HFRQG IV \WDAR
HIIFHR  GHAUEG DV DOMDARQ R WH P DULQDO SIRGEMW R FDSMID ) WKHJ
IRUDVPSBIR  FRXQUH/ GAUQ) IRKQGWDN  SHFHQAIQ IR
BOFEVIURZ\WE CERW  SHFHQVR ZKIFK  DHGH\RHIIAHR FKDQHOD®G
\R \KH LQHX HQARKDQEHD - KHQ WWH UHXOV DUH H \MQGHG | RUD Z IGH YOUHW R
P CRRHARGRP LF LQAFDRLY \WH DEDOMY FRFOGH/ WDARQ® RHWLGR \WHH IHAWR
1Q NRQRQJIURZ \K VWURKIK \KHLQYHWR HQNKDHD

7KHSRRUIURZ W SHIRP DGFHR / DS P HIFDDQGS | WFD H FOGQ) \WHLQYMXR HQW
FKDQQHD LV GHWR WWHUKLIK LQ @MIRQUDAY  / DS P HIFD KDV EHH \WWH BHILRQ Z LW
\WH KLIKHIAEQ @NRQ UDMY Z KHIHWKH H | HAW DUH DXXP HG VR EH P RUM VLI QU LFDQIVT KLY

LV LQEHHG \WH FDH Z KHH \WH BXP DIRQ UKWV \KRZ D UBANRQ R LG OIRQ R

SHAHQNGRUIDIQ) JURZWE SHRHQEIHSRQNV

&DMRY Q) IQOIRQ IQR GZ PHIAXP D5 KK IQ@IRQ \WKRZ V WDAH [ HWR
IQ@IRY DAY RQ JURZ W GHRIGH 1B BZ \R KUK QI @MNRQ FRQUHY 7KLY LV
SHIFHA® XQGHMWIQIEGIDVIMQ) IQOMIRQIP  \R  SHIFHQWP XK P RIAVHIRXY
WIQIRP R SHFHQWV



2 QHFDQOLIXH\WDAKHGUHRNRQR  FDX\VDIW EHE HHRLQ MMRQDQGIURZ W @P HY \WH
HIGRIHHW SUREGP  \KRXES DOR EH VENHR LQR CFFRXQIV&RMGHUD GHIDIRYH \VKSSD
\KRAN \WWDAZ RX@S UHEPH RASXDQE DAKH\DP HWP HIGRIDHLQ MINRQ Z KIFK FDQERW
EH IQMSUWAMG D/ DQ DOHYH HIHWR IQ@MRQ RQ JUZ\K +RZHHJ WHH DH
HP SILIFDOWYGHMENGQY LQR CFFRXQANHHIERIHHW SIREBP R LlQ@IRYQ 7KH \KRZ
\KDAHYHR WRXIK \WH HIGRIHHW SUREGP WP P LQ) |URP DOYHYH \KSSD \KRAWV RU
FRQABQAP RGHIBY SRIA JURZ \W LY FRQARGG WHH | HVWR 1Q @IRQRQJIURZ W LY IMD
QHIDAYH WRAK VBN GWWRY , QWKRW* BHIRIR TXRM/WH FRWR

LQONRQRQIURZ W D/

3 YHQ) HILAHADGE FRP SHMYH DWKH SIRGAINRQ DG AWIEXWRQR JRRGY
DQG \HYMFHY EHRP H G LP SRUBQAR \KH UHDORXRRP H R \RARHRQRP IF
CAW ) RHDWQ LQMWRQ DG FREIQI Z W W FROHDHAY BHRPH
P RUHLP SRUBQN

19 BWKIJMQ Z W + LIK , Q DAWRQLO 7 XUNH

© KHQ \WH JURZ \W SHURP DGFH DG WH IQ@IRQ KIMRLY R 7XU0H 1Q WH OWWER
GHOGVOHDTO] HS \WHIRGZ 1Q) SRQVOHZ R P HMRAQ) ) LIWGH\R FKURQF
LQ @MNRQ HYLURIP HNDQG WH ARQUHNHNHYHUH | LCDQADORUIMVAY LQ OWNRQ DG IURZ W
JHHIDD VHP R H KIEMD GHI DIYH UHTMRQWURXI KRXWKH MWAR R GHFDGH/ , QRMHU
ZRG/ UQY WH SHIRG/ IRTBZIQ WH FIMA ZH REVHYH VARQ) BHFRYHIHY 1Q
HARGRP LE CRMW DERQ) Z W GHFOQQ) WHIGYLQLQ GWRQ DWMUWH | LR QG GHIDAYH
LP SOFW 6HRIG WH YOUCEHON R 1Q @IRQLGRBHDAY \WH YDULCHON R RAGXWZ KLFK
LV | RUNKUH D\RXUFH R GRW LQ\RALDOZ HDDUH 7 KHVH REVHLYDNRQY DLH FRQIMMAZ LW
RXUJHHIOYLHZ. WDAGMMQQ) SXEQF FRQ LGHIFHLIQ HRRP LF SRIAH/ DG HEHQ)
XEHWQIY Z LOEH \WH P DMUFRP SRHOVR QMQ@IRQ IQ 7XUH - ZKIFK Z L@IQ
\MD GFUHDHRXSXWDUCEL DN DG HKOFFHWHJIURZ W SHIRP DFH
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BLQFH \MHIH LV QR GREWTERVWKH FRIVR 1QMIRY HEHADD |RIWHFDHR 7 XUH
Z KHHIQOWRQLY DRLQEFARUR XGHHIRQN LOWH P CRRHRRP LF HYURP HOMWY
\MHD GHFHADY \R DIN \BR WHIDAG TXHXRQY ) LWAVZ K\ KDV IMEHHR \R Gl LEXOWR
CRKIHYH GZ  DQG WEE®H LQ MIRQ LQ 7XUN Z KHH D BZ HJLQ @WRQ GYHDZ RXGS EH
FOOU® EHH LADOR DEDIHQVIQWHHRIRP\ " 6HRQG Z KDADLHZ H \KH& HMDO/DN
R 7X0H QRQ \R DKHH GZ DG WIED! L.QOIRY $ QZ HIQ) WHH TXHANRY/
WXL \R SIQ GRZ Q WWH P OIQ FDXVAV R WH IQ@IRQDY SIRFHW IQ7XBH |, Q\MY
UASHAWIWY QRZ FBO® XQGHINRRG \WDAVVFDOSRIR DG H SHABMRQY KDYH KDG \KH

¥ R P DNRUURBV 1QLQ MNRDY SRAHWIQ7XUNH | RUDP RWMWKUHH GG

$ QY Z W \KHHP DQFXAY P DINHNOIGUWA/ GHWR P SHIHWARP SHIMRQIQ JRRG/
DG HYIFHY P DAV RSHQGHW \R H WMCDOVKRANY . XQFHAQIAY FIXHG B\ SROMAID
LQUEELONA DQG RKHUI CRRLY RIJLQDIGY) | URP GHP DG DQG FRWFRP SRHQIVDUHVRP H
RKHJHBP HQVR \WHIQ @IRTY SIRFHVIQ7 XU



,9 ) MO RPLCDAHDVYD' HMLP LQDQAR |, Q MWRQ

$ FFRAQ) R \KH P RGHEUIMWIHZ  \WH H IMMIPH R D WKWIHIDIRQKLS EHEHHQ \KH
PRHW EDH DG IQMIRY CH/ BKIQG WH IRV R WH PRHBY SRIA RQ
FROWRTQ [QAOMRY  + RZ HHJ FYHQWRXIK WHIHH VD FRHUHIIRQKLS EHEHQ
\KH P RHBY  EDH DQG LQ IR XQEHUVHYHIIOFRQAWRYY P RHBY SRR FRX@ EH
FROMOGHS [Q WPV R FRMRTIYY IQMIRY 7KLY FROMDQMG-EHIY RQ KRZ- \KH
FRP SRIMRQ R WWH UARXUHY QHHEHG R [LQDGRH \WKH JRYHGP HQVEXGIHAGH AW
IRPHG IQ WPV R ERIRZ 1Q) DQG HIGRIIH WYHRHY ) XURHP R HYHD WRXIK
VHIQRIDIHUHYHRHY GR RAGAUHA® | LDGFHWKHGH AW UHDOLQMIWNDM/J UDMAKDD
\KH.J URZ \K UDM Z RXQBLQFUHDVH G-EVARIAN VR XQUXAWBLCTEDI BYHY + LIKHUIQMAWAIDM/
LQPUDH \WH G-EWHYIAQ) EXUEHR | RUWH JRYH.GP HQAYXUKHUDQGE DBG R \KH WRFN R
GEW WX 1Q D YIARXY ARG R KUK LQMAWMIDAY DG KLIKHJ G-V WHIE

\KRUMOV\WHP DXMUMW R ERURZ 1Q) ) LIXUV

YLUXWH &3, ,QOWRQDQG7 940 QMHWG DMV
FRP SRXQG Z HIKWGE\ WHQHADP RXQAR \DBV
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$ EDQERQQ) WHFHDIRQR WHVAHLI GRUDIH UHYHQKHVLY SURVHQAR EHLQUN | LRHQWRUWH
HIFHAWHHWR PRHBY SRIA  7KHARQGHARQR | IVDIDQGP RHBY SRIAH/JRHY
ZHDEH REG WH SRMEDNV R XMQ) VHIQRIDIH DV D \RXUH R UYHQMY | RUKH
JRHIPHW 0 RIRYH) HHD WRXIK D RO EOON  DIRXGHY LOQXNKP HQRD
LQG-BHIEHFH IWAIRWP RYHLQE-BHEH® OGP SBP HYW I HARYHP RHBY SRIR
LQDKLIK® GRP LDQWIMVAICHMURGP HQVS OR QRQ'5 LFDWEDQ! IVFDOSRIR  Z KHIHWH
QHGR IVDOROHR LVIP SRMBQAQ SUFHGYHIGHMP LQDIRY FRX@D | HAWG QIR
QAVRP B IRAQ WH PRHMY SRIA \R FUDM \HIGRIIH BHXHY EXVWIOR
\KURXIK WWH KLIK BYHOR GHEEXUEHQ Z KIFK LV D P XFK P RUH FXALDOFKDQEHD ) LIXUA
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7KIVH CRV® P DRKH/Z DMWWH7 XK IQ@IRQKIMRY / DM VDQGHI®  VIQ
7XUH FOQENMEHGHAUEHGE. QURWIQDGAQ) R \WHEXGIHAGH IRVIKURXIK &HQADD
VDN UARXUHY %8 PIG  V DIRRXIK & HBOYDQN UARXUFHY 1Q GH IRWICDGAQY
Z HIH CEDQERQHG IMZ DV GRARK | LELHQAWR. UHYHYH \KH [Q OMRDY - SURFHW GH R \KH
CFPXP XOMG G-EAMRAN R SUMRXY SHIRG/ ,QEHG GRP HAF GHEAWWHYIFH\R * 13
UDAR LRBDHG | P SHFHQNIQ Z KHQ & HQABOYON \KRWWMP  DOYDIRHY
Z HHOEDQERQGHG \ROP RW  SHFHQR ) LIXUH

)LUXWH " RPHWF' HEWBHIMFHWR* 13 5 DAR

60

50

40

30

20

IR B T B B B B I B = S B B B B B B 5 RS VAR




7ZR IDRRY GPIDMS WY SPMH L ( FRIPIE DIHQN ICFHG Z 1K | UHTXHQW
XQUKFFHM XORULGRRP SBMWELT] DARQ SURIULP V' KHGIHG DIDIQWNG MNRQZ KHHWKH
P RWFRP P RQKHGILQ) P HKDQWP Z DV\RIQEH  RGH SHURG DKHIG LGFRP H\R DFRGHG
1Q@NRQ \WHIE WDQU HIQ) BHDT HG LQ OINRQ UDMY VR WH I XM 0 RHRYHU KLIK®
TP WG IRHIQ WRXFHY Z W WH @FN R &HQABD YN LRRXFHY B \R JURZ IQ)
GRP HAVF ERURZ 1Q) \R URDRYHU\WH HYHUDFR® XOWY) G-EWWRAN &RQHTXHQ® 1Q
REHJWR P MIKH UM 1Q WDOIQMMAIDMY 1 LQDGRDOP DINAN H SDQEHE DAKH P H
SCFH Z W \WH DFRUHG LQ @INRQ DM ,Q RKHUZ RB/ 1Q MINRQ LGHWD WHIWHIG
UQ) WY SIRFHW Il $V D SOWR \WWH KHGILQ) PHKDQWP  IRHJQ H FKDQIH
LG H5 DIGRU GHRP LDMS FRQMFW SURQ) DG \DVQ: GHMRQY BHHPH PRM

FRPPRODVZHD ) LIXH  7KXV H FKDQIH DM FKDQIHV BHFDP HRHR \WH P DVU

GHMP LOQWVR \WHLQ OWNRQ UDMWURXIK LY FKDQHIDOR

YLUXH ) RHIQ&XUHA ' HBRIWWRO < 5DAR
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© HKDHQRZ FRP H\R DSRQIZ KHHIVWYZ HOXQEHWARRGE. \WH SXEQF DQG SRIMADY/
WDAKLIK DG XQWBE®! LG @NRQ KXW HRGRP LF DQG VRADDZ HIOW 7 KLY MAMDIRQ LV
H CRHEDIG LQ\XFK DP DRIRHFRQRP LF HYURGP HQAZ KHHDFRXP XOWG G-EVWARAN DQG



\KH FRP SRIMRQR \WH URRXURHY QHHEHG \R | LQDGRH \WWH JRYH.GP HAEXGIHAGH IAVDLH
\WHP DQ\RUAH/R LQ@IRY + HIH EUQILQ) LQ OWRQGRZ QLVKHFRP P RQREMAMH
R \KH* RYH.CP HQADQG\KH&HWBO/DQN DVIVALA® FRIPHO/\KHZ KRBIVRAHN DG
LVAA/ARHMGH TXD QRQSUH UHNXAMAM | RVKWBIGTE®HI URZ W DQGUMQ) Z HDDUWH + RZ HYHU
| NFDOGRP LQDGFH \WWH YHY HDRQR! KUK 1Q @UREY  HMURGP HQVEP W \KH CEOW
R \WWH & HQADO/DQN R \VELI HAKH L.Q OMRQUDM DV/IVZ RXTS EHVBLIHAG) \RP HKLQ) \KDW

XA DMY IWERHY CQRWFRQARO

,9 ) DWADODQGO RHAU 3RIA & RRADAR
7KWV \IP SO I WP Hz RIN BLIQIV CERAMRH IMKH R FRRABQDIRQ EHHHQ P RHBY DG
| VFDOSRIFHY , WKRX@S EH REYLRXY \WDAKLIK GYHY R SXETF G-EWARP BQHG Z W
FROQAIY) REMAYHY 1Q P DFRHRQRP IF SRIAH 1Q JHHID Z LOFRGAGH Z WK D)
XQCHP |GG FHAADMN R WHAMQ@MIRTY HIRW7 KV IQWMD IGRIDHY \KHFRIR
\WH GMQOIRY SIRFHW IAKA) 1Q WIKIMJ P RHBY  FROBWRQYY \WOQ \KDAZ RXS

RXHZ VHKDYH EHHQWHFDH RUHYHQVRBED FRUXSIY WHURDIR \WHQRP LODODFKRU
R WHP RHIY SRIR

9 ([ SHABARY) RLP DARY

\VWVZ HONGRZ QWDP RGHIY SRIA KDVAUHRAWARQNRORYHIRQD D\GHAL LF \KRWMP
LQMAWMDM QP HY \WH SRIR DM : KHFDY \WH UASRQH R GRQIHJWP QMW
DAV DQG D RKHJ PIRRFRJPIF YOULEGY KHYIO WD RQ FUGEMNV DG
FROMMA LQP CRRHRERP IF GRMRQP INQ) DG YDY FRMGHIED GBHIEQ RQ
\KH P DINHMHQIP HQARU H SHABIRYY 1Q SDMFX@U ,Q RKHJZ RB/ \KH CHAW R
PRHY SRIA \R OIHWRIHI WP QMWD D5 R \KCBH \KH \ LHTS FXYH
\MURIK VKRWIMP SRIA UDMY 1V 0Q LP SRMBQAIXH VR EH TXHARGHS HEHADD 1Q

WHFDHR 7XU0H  XQGUWH SUWHIFHR KHDA 1IVADOGRP LQDQAH 2 QH \KRXTB QHYHU



| RUHAKDADIDWHH IKHY DU FRHD  UHDMG \R FURELQNV DG \WDMKH LQRYH D
GOLQ) SRFHWI RUIWHP DUNHABSDMASDQVRUSYXEQF LQIHHID

)LUXWH 2 1 5DV 6HRQAEDU 0 DUNHW %4@b DMWY

95

85

e T-Bill Secondary Merket Rate
75 4

e O/N Rate

65

55 A

45

35

10-2001

11-2001

12-2001 -
01-2002 A
02-2002
03-2002 1
04-2002
05-2002 1
06-2002
07-2002
08-2002
10-2002 -
11-2002 -
12-2002 |
01-2003
02-2003
03-2003
04-2003
05-2003
06-2003

09-2002 1
07-2003
08-2003

QWHFRQMWR 7XBH , ZRXG QN \R SRQVRAWR \WH | CRMKDVARQIXHG
QMQ MR FRQUEXKY \R | DIQ) QRP LQDOIQMALDMY WURKIK \BZR FKOQEHY 7 KH
| LLWVDQG WH REYIRXY H | HRALY WH | DIDLQ \WH LQ TMIRQ FRP SRHQAR GRP LGDOLQIMBAY
DA 7 KHVHRQG DQG\WH P RUHLP SRMEQAH | AW WURKIK LQRHDMQ) FHAELOW DG
P ONHAFRQIGHIFH Z KIFK DOR FRQMEXWAY\R WIELT] DARQ R \KH LQMIANRQY EHETHD
P CFUR-FRQRP |F YDUCE®Y 5 HHQ®  Z HREVHLYH\KDAKH UHIMNRQ EHE HHQ GRIJHMP

QMW DM/ DG WKRW WP DM BHFRPH/ PRI DG PRH HMGHQWIQ D
P ORRHRERP LF HYURQP HWH SHIHAQ) FRQMXRXY GMQOINRQ DIRY Z W WH
|DAQ) GIDMYHH IHAWR H \WMDOKRANY CNMAHVANBP HQAR \KHZ DULQ, UDT

$ WKLY SRQVGIWP H HP SKDV] H\WWH URBI R H SHABWRQY DY D P DNRU GHMP LDQAR
IQOIRQIQ7XINH  HAHOW 1QUHFHRA HIY Z KIFK 1V DOR DQLP SRMIQNFKDQZHOR
PRAHMY WIQP MRQ , WY IQIKHR LRHDMQ) LQMINQ WH QMDMH HSHADD
LQWHFRQM VR LQ @IRQ\BLIHNY DVZ HD



Q7XBH  \WH VKR R \KH G-EVWWRIAN XQEHP LGHY WH H I HRWHAW R P RHBY

SRIA 1Q IRPIQ) H SHABIRYY SHFHQAR \KH \REDFDK G-EWMRFN Z LODEH
WGP HG LQ GW \KDQ RGH\ HIU ) XUKHP RIH JRYH.GP HQAHRXUMEY GHIRP LCDIG LQ
IRIHIQ H FKDQIH DQG LQGH HG \R IQ MINRQ FRQMWARY  SHIFHQAR WH FDK G-EW
WRAN 7KLY WM 1Q MO P DNHY \KH G-EWMEFN P DEIHP HAP RIH | D)L DG
WAV [ UHNXHRADLIXP HQV RQ G-EWMMBLTELONWY 7 KH | UDJLBH G-EWWIKRMUA H SRH/

QIDYHH SHARMRQY DG \WHH RH BHFRP HYDI CRRUWD/AP LQVKH/\RHH | HARHHW
R PRHIY SRIA \WHHR 1RP LQJ DVHD | XOLAXY AURB

) LUXWH 6WXRMUHR ' RPHF&DK' HEWBVMAN DVR - XO

&FP SRIMRQE. , QXU HOV $ YHIVHO RQMARO DXUMY

* LYHQ WH XQTXH GBAG @PIFV R 7X0 ZH IDFH \WWH FOFDOMKH R P DNV
FROPH.QY CERAMKH \WICTELOW R \WWH G-EAMBAN ZKIFK IQRUYLEZ LV \KH P 0Q
GHMP LJIQAR H SHABIRYY IRP LQ) SURFHW $P SBIGYHY R SUP DY KBV KDYH
DWAP HG \KH URBI R EHQ) WH | RFXV DQG \WH P DQ IQAFDRUR D \RXQG DG SIXGHQV
| IVFDOSRIR LQWH FXUBQAG @P IFVR WWH 7 XM HRQRP\  + HFH WHLP SRUIGFH
R SUP DY \XSOV1VZ R HP SKDM] LQ) WARQI® LQWHIUP HZ RINR \KH | RTBZ 1Q)

LQMIPNRY P HAKDQ\WP ) LLYWVD UHROMM WBIFH RQ WH SUP DY \XUSOV \BUJHI Z L@



TP IW\R D JUDAH MV WH XQFHISQNAY BIDAQ) G-EWMXWICELDN \KDBLQ) \KH
H SHABMRQY/ SRIYHD 7KLY [QWMD Z LOFRQUEXMR D GHIQQ) UM SIP IXP DG
\WHIE | DA BHDOLQMIANMIDAY 6HRQG GHRIQQ) UMW SR [XP DRQ) Z W | DAQY
XQPHMIQIAY Z LAODEUIQ) CERAVD IR SRIMRQR WWH 7 XUNK QLD FRQMEXIY \R \KH
GEWG QP LFV DV DVHRQG URXQG HI HAW7 KILG 1 DTQ) UHDOLQMIAXADMY DQG WRELQ
LOWHH FKBQIHUDAM RO DI DYRIIEG! HMURP HOVRULCRIDMQ) FRQMXP SURQ
DQG LQYHWY HQAFRQLGHIFH Z LOP RUH \KDQ RHINVAMKH UAHIKIQ) HIHFWR XQQQ)
SUP DY \XUBOMHVRQDIJUHIDMGHP D5 FRQUEXG) \WHIH RIHVR KWL TEBH I URZ \K

) LIXWH  3UP DU 6XWBOXVWR* 13 5 DARDQG&3, ,QMARQ
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9, &XUHIN) RHEU 3RIR , P SOP HOBWRD

$IWUH SDIQQ) ZK KDY BHHQ \R Gl LEXOWR DFKIHYH GZ  DQG WEEG! 1Q MIRQ 1O
7XOH |, RZ WD R \WWH VHRQG TXHWRQ DNHG LQWH BHILQQQ) @PHD ZKDAZH
DH WH &HOAMIDYON R 7XU0H  GRQ) \R DFKIHYH GZ DG WEEG! LQMIRY 7KLY

TXHARQEUQIVXVWHSRIA [P SBP HQIMRQR WH&HMDOY/ON



8 QUWHQZ HREPIF SIRIIP \WHRYHIIAQ) REVAHR PRHBY SRIA V\R
AUQ GZQ IQOIRQ R MQI®! QIIW RHJWH PHIXP \MP DQG R P DQEIQ SUFH
WEELQW 7R MY HIG \KH &HMBOYON KDV BHD SXUXQ) DR P STAWIQ MIRQ
\BLJHA) | WP HZ RN DQG IMKDY EHHQ XMQ) EDHPRH DV D \VKSSBP HQBY  DFKRU
8 QAHUILP STAWQ MMRQ\ILIHIY) VADM)\  DBKRXIK \BLJIHN | RUEDHP RGH D 11 HG
DV R SHIRG/ FRQIMMOAZ W \WH [Q@IRQ \BLJHV PRHEY SRIR GAMRY/ D
HAHID® PDH B FRUGHIQ \WH GYHBSPHQV 1Q IXWMH IQ@IRQ 0 RH
\GHALLFDD  WH & HQABOYDQN KDY BHHQ XMQ) WKRYWMP  LQMIADMY D/ LW SRIR
LOWKP HQAQDIRZ DLEERNGQ) P DQHMR UK WHIQ IRQUBLIHAHARQ® Z [\ \KH
* RYHOP HQA-D VADAD\  MP LU \R \WWH LQ@IRQ \BJHY) 1P HZ RN 2 GFH \WKH
SUHFRIGWRQY DUHP HMEH & HRDD/DN LQMIBAR LQNRGEHT RP DOQ DNRQWLI HIY
,QWLYP RHBY SRIR WP H RN WH®MOR EDHPRH 1V\HAD/ D SHIRP DGFH
FUMMID 1Q \XFK D Z D \KDMW JURZ W 1V FRQIMAQAZ WY HANP DIMG JURZ \KL 1Q \KH

HRRP\ DQGWHLQ IRQ\BLIHN

QWP VR WHH FKDQJH UDM SRIR.  \WH & HQMDOYDQN KDV BHHQ FRP P IWHG \R \WH
| GDMY H FKOQUHUDMUHILP H + RZ HYHJ \WHP RGHEL DARRUIMY KDVDOR [ QAFDMG\KD
MP D LQMYHH LQ WH P DNHAIQ D WUR® TP \MG P DQQHJVR WP RRK RXAH FHAYH
VKRWXQ H FKOQIH UDM YRIWDW DY IMP LIKWHIEIQIHJ SUFH WEELQW 7 KH &HQADD
9DQN Z RXT GRMKRXIK  VBLIHAD FHYEIQ WHG BYHOR \KHH FKDQIH UDM DALY WEIH
R WH WEEQ DIRQ SIRIP  7KH &HQADD %N DOR FRQGAW |RIHIQ H FKDQIH
SXUFKDH DAURYY R P SURYH IW [QMEDIRDOUAHYH SRIMNRQ FRQGMRIIORQ \WH
WHIW R \WHEDDGFHR SD P HQIVSRMRQDQG UYHYHRXUBHGR. \KEWMNRQ
,QWHFRQM WR \KH,0 ) SIRIUP  &HBOADQN KDV P HADIDWH SHIRUP DQFH UMD
DOGLQAFMDMHIIHVIQ — DQGLQWHI LLINKDD R , QDEAMRQ\R \WHDARGRP \
R WH &HMBDYDN DG VARY FRP P LW HQAWR \WH | GDMY) H FKDQIH DM WHLP H



\WHH SIRVIGG FBDUMIY W WH P DINHV ZKIK 1O WO KDYH KHSHG R BHHH

LQMNRQH SHABMRYY + HIFH Z HZ HIH DEGI\R UHEAH RYH QLI KWQMHADM/ | URP
SHADNQMM R SHFHQAQS XIXW

YJUXH  &HWDOON2 1 5DM/ 0 ROMS$SKHDG&S3, , QMARY( [ SHABMRY/
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6\IRQ) FRP P LW HQAR \KH SUIRILP KDV KHSHG EUIQILQ) 1Q MNRQ GRZ Q |, Q DEAMRY
LQX | IAHQVGHP DG DG | DYRIE®! |RRG SUFH/ FRQMEXAG \R \WH GMQ MWRILY
SURFHW 7KHILQ @IRQ RARRP HR SHFHQNVZ DvZ HOEHBZ \KH \BLJHADQG
\KHEZ HWWHIG\ HOUBYHIR WHOWY  \ HILY ' HSWDGHYHGHYHESP HQNGAUQ) \KH
IWWDOUMIR  —Q@P HY UMQ) H FKDQIHUDMY/DQG KLIK ROSUFHY GHR WH, UDTL
Z DU DvZ HODVIGRDAHYLQI RRG DQG D) UFXAMIDCBUFH/A—LQ MNRQ\R | DUVIQAGHZ W

WWHHIG\ HOMWJIHN

$ VUMY SRQN, Z RXG ONH\R FRP P HQAVRQ\WWH YX@HIELMW R \WWH7XUN\K HRGRP\ \R
H \MODOWKRANY ZKIFK ZDv WH P OQ \RXUFH R UHIMYHD  XQ DYRIED! \WP SRUDY
LQ @WRQ GYHBSP HQVIQHID ,QRURIIQRQ WHP DQ\RXFHR YXTHIEMN
DQG KUK GYHY R YRIAMDW 1Q DAHASIAQ) IV DIOQ WH MWK R FUHIEMN DG

[DJLGIGBENG @P LFV LHWH I VORI + RZ HYHJ IWKRX@ BEH REYLIRXV \KDAD Z HD



IXGAMRQQ) | LQDGADOM VP DIRQ) Z W SROWFDOMBELOW  UAROMWM D5 FRQUMMON
WBFHIQSRIR PONQI KDYHP XFK \R FRQUEXWM\R | LQDGADOWBELON GHRUHMQ) \KH
GMDOR YXUHIHMN W H WO KRRV : H ARQIDH \R PONH SIRILW 1Q
WHIWHIQ) WH P RH DQG | RIMIQH FKOQIH P DNV 1Q SXUKWR \XSSRWG) \KH
PRHBY SRIUP DG \WHIGDMY H FKDQIHIDMUILP H

9,, 0 RRHM) 3RIA 3WRSHW

$V, KDH LQAFDMG HOMHJIQ P\ \GHHK ZHD/WH &HOMIDVON R 7X0H YL
1Q @IRQVELIHAG) UHILP HD/\KHXGWP DMI WP HZ RINR P RHEY SRIA GHW IWURB

DV D VARQ) ARP P LW HQVRQ \WWH SUFH WIHOW REVRRYH DV Z HD DV LW SRMAND

| ®f LHDW RQWHRSHDINRIOMGHG-BHAQ) ROWHAMIQ

,Q MDQUMRQ \R | RP DOLQ MMRQ \BJHAQ VDK \WH &HQMDOYDQN KDV DHIG
FRP SBING LW LQUYMANRIODRG \WKQFDOSUHEDDIRYY %4-MGH \KH HOUIHU GO DODG
LQUWANRO! UP HZ RN SUHSDUDARQY [GFOGQ) TP HYEP HQN \R \KH & HQADOYOON @7
DG LQRIDHS ARPPXQADIRQ ZIW WH SEIF HXDHQ WRWDHRA 06
DFFRXQEELMN SUEDDIRY/KDHDORLFOGG L WHIWHIQ) HRQRP IF GDBEDHY
DG WSRMQ) SCANDIHY L GHYHBSP HQAR LQAMRQ | RFFDAG) WPV DG L
FROWANRY DG RJRQ) G @PIF GYHBSP HWSIRFHY R D FRH XOW®
P CRIRHRQRP LF P RG-D

5 HIDAQ) WHWP IQ) R DGR 1Q MINRQVBLIHAY WD \KHH P DQVRP HSUREGP V
RQ\WH SUFRQAMRQ/MGH LH P OQD WKRWWMP KUK G-EWEXUEHD + RZ HYHU 1QWH
QKWR \KH UHFHAGHYHESP HQIV VWKRX@S EH P HQIRQHS WWDKH 7 XUNMK HFRQRP\ LV
PRIQ) \WZDB/ D WHIMYHD WIEGB! P CFIRHRGRP IF HMLRGP HQV ZKIFK 1Q RxU
RAQRY Z LOFRQAMMMHEDUY | RAKHI XTI GGIHG1Q MNRQ\BLIHMY LR H



9,,, &RFOEQI 5HP DNV

,QP\ FRFOQQ WP DNV , ZRXG ONH\R HP SKDM] HWH IMWKH R WDQSOHR DG
FRP P XQFDINRQZ W \KH SXEQE LQWHFRQM WA RXUP RGHE SRIA P SBP HQBIRQ
7KHH SHIHFH R DP RIADDWH LQ @NRQ\BLIHIGY  FRXQAHY KDV GHP RQMDMS WDW
FHQUBOEDQNY GHHE\R FRP P XQFDMFBOL® Z [\K \WH SXEQE \KH HDRQY | RAKHUSRIA

CRANRYY

,QOIRQ\BIHAY PD EHCGHIGHS DVDIWP HZ RN IRUSRIA GHRAMRQ/1QZ KIFK \KH
FHUBOEDQN P DNHY DR H STAWARP P W HQMR FRQGAVWSRIA R P HAD SXEIFO
DQRXQAHG QP HIFDOLQ MIRQ \BLIHAZ WLQ D SDMEXTUWP H , Q MIRQ \BLJHV P D
KHS SURYIGH D FBDUSDM | RUWH P HAXP \MP 1Q MIRQ RABRN BHAQ) WHMI HR
Q@R \KRAV DG WHU DARADMG FRWV 61GFH G WP LQMIALDMY P RYH
DIXQ) Z W 1Q @NRQ H SHABMRYY \BJHIY) G 1Q@MIRY DM Z RX@ BDG \R P RH
WD DG BZ HURQIHAMP LQMANDAY :  KHQFHMCEDQNVFDQARP P XQFDMWHU
WIDAM\ RQ LQOIRQ FBOO WY H SHAWG \R FOUI\ \WH GRHJWP RAGRN |RU
P ORIRHRGRP L SRIR. DGWXV GRIWHWHSDIQAQ) KRU ROR SUYDMDIHOV

MY YHY [P SRYBQARUWH SRIR P DNHUWR EXGS DBRQIHAMP RABRN 6XFK DFBOU

IGHQIVFDARQ R \KH REMRRYH DG WEQUSDUHQNP SBP HQBANRQR WH SRR GHRMRQY
Z RX@ DOR | RFH \KH P RABLY  DAKRIMNY \R EHRP H P RUH CFFRXQIBED! R \WH SXEQF
7KH QHG R H STIQ WH WHDRQY DG WH FRQHIXHIHVR SRIR DRAIRYY 7KHH 1Q
VR LRHDHWHFRQLGHIFHR HRARP LF DIHQV DG KHS WKEEQ) \WHH SHRBIRQ/\R
EHP RHIRZ DG GRNQ)

* WDIMJSXEQE XQEHWBQAQ) DERWZ KDAKH FHQADOEDN LV GRQ) DGZ K Z LOKHS
R LFUDH SRIA FUMEEDON SOWXOWD 1Q WH HHOAR \RP H GHVDIRQ [URP \WH

\DJHNVS$ V, KDYH P HQNRCHS VHYHIDOWP H/ GAUQ) P\ \SHK JUDMJAHIEOWY AQ



LP SURYH \WH YDUCELOW WDCHR | B\ HQXUQY WDAIQ MIRQH SHRABARQY GR GRADGAW
WBLEY \R LQMIRQ \KRAW 7KH DGYDQMH R D FBOD DMEXDMS LG ONRQ \BLIHALY

\KDAMBURYLGHYDI WP HZ RINZ WK Z KLFK \KH FHQABCEDQN FDQH STIQIWDRNRYY

) LD , Z RXGOHWR U HARWHUP DIWR P\ FRIBDIXH * X ' HEHID! |URP %D
R $ XVADID GAUQ) DARYHHFH

3, WLQN VR \RP H H WRALG @WRQ \BLIHIQY LV AKHDS \BOX R WH Z FDN| 96w

XQROXCDWMD  ZHDUHWH Z HON DQG Z HDUH QRAKH VAR $QG\ RX FDQCRW
EHFRPH WH VMRY) MR ZDWKIQJ XSRQDMBU  ,Q \WH HIG DRMRYY/
PDWU BXWWH UDRQ ZK \RX GR DD \MV FRPPXQFDIRY LV \KDW
FRP P XQFDIWRQ EHARP H/D P HKDQFDOGRP LQDODFKRU

7KDQN\ RX
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