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41 Lqwurgxfwlrq

WKLV SDSHU ZDV VKRUWHQHG DQG VXEPLWWHG WR HFRQRPLFV
OHWWHUV/ ZKHUH LW DSSHDUHG ZLWK D PLVWDNH LQ WKH GLVFRXQW0
LQJ1 WKH HO YHUVLRQ LV LQ DQRWKHU ILOH/ ZKHUH l KDYH IL[HG XS
WKH GLVFRXQWLQJ1
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51 Wkh Edvlf Prgho1

Ohw wkhuh eh q �upv wkdw duh odehoohg _kljk0txdolw|/% dqg dq lq�qlwh qxpehu ri
rwkhu �upv wkdw duh odehoohg _orz0txdolw|1% Doo �upv duh lghqwlfdo h{fhsw iru wkhlu
odehov1 Hdfk �up fdq surgxfh hlwkhu kljk txdolw|/ dw d frqvwdqw pdujlqdo frvw ri
f�/ ru orz txdolw|/ dw d frqvwdqw pdujlqdo frvw ri f,1 Hdfk �up fkrrvhv d sulfh s
dqg fdq vhoo xs wr lwv fdsdflw| ri n1 Sulfh dqg txdolw| duh fkrvhq lq hdfk ri dq
lq�qlwh qxpehu ri shulrgv1 Wkh glvfrxqw udwh lv u A 31 Wkhuh lv d frqwlqxxp ri
lghqwlfdo frqvxphuv1 Hdfk shulrg d frqvxphu slfnv rqh �up iurp zklfk wr ex|1
Klv ghpdqg lv t+s, li kh eholhyhv wkh surgxfw lv orz0txdolw|/ dqg �t+s, li kh eholhyhv
lw lv kljk txdolw|1� D frqvxphu revhuyhv wkh txdolw| ri surgxfwv surgxfhg lq wkh
sdvw e| hyhu| �up/ exw qrw wkh txdolw| ri wkh surgxfw kh lv fxuuhqwo| ex|lqj1

Wkh Iron Wkhruhp whoov xv wkdw wklv jdph kdv d zlgh udqjh ri shuihfw rxwfrphv/
lqfoxglqj d odujh qxpehu zlwk huudwlf txdolw| sdwwhuqv olnh +Kljk/ Kljk/ Orz/ Kljk/
Orz/ Orz= = =,1 Li zh frq�qh rxuvhoyhv wr sxuh vwudwhj| htxloleuld zlwk wkh vwdwlrqdu|
rxwfrph ri frqvwdqw txdolw| dqg lghqwlfdo ehkdylru e| doo �upv lq wkh pdunhw/
wkhq wkh wzr rxwfrphv duh orz txdolw| dqg kljk txdolw|1 Orz txdolw| lv dozd|v
dq htxloleulxp rxwfrph/ vlqfh lw lv dq htxloleulxp ri wkh rqh0vkrw jdph1 Li wkh
glvfrxqw udwh lv orz hqrxjk/ kljk txdolw| lv dovr dq htxloleulxp rxwfrph/ dqg wklv
zloo eh wkh irfxv ri rxu dwwhqwlrq1 Frqvlghu wkh iroorzlqj vwudwhj| frpelqdwlrq=
Ilupv1 Hdfk �up odehoohg _kljk0txdolw|% surgxfhv kljk txdolw| dqg vhoov dw sulfh
�s1 @ BBB Li d �up hyhu ghyldwhv iurp wklv/ lw wkhuhdiwhu surgxfhv orz txdolw| dqg
vhoov dw sulfh f,1 Hdfk �up odehoohg _orz0txdolw|% surgxfhv orz txdolw| dqg vhoov lw
dw sulfh f,1

2

Ex|huv1 Ex|huv vwduw e| fkrrvlqj udqgrpo| dprqj wkh kljk0odehoohg �upv fkduj0
lqj �s1 Li wkh| fdqqrw eh vhuyhg dw vrph vxfk �up/ wkh| jr wr d orz0odehoohg �up1
Wkhuhdiwhu/ wkh| uhpdlq zlwk wkhlu lqlwldo �up xqohvv lw fkdqjhv lwv sulfh ru txdolw|/
lq zklfk fdvh wkh| vzlwfk udqgrpo| wr d kljk0odehoohg �up wkdw kdv qrw fkdqjhg
lwv sulfh ru txdolw|1
Wklv vwudwhj| frpelqdwlrq lv d shuihfw htxloleulxp1 Hdfk �up lv zloolqj wr surgxfh
kljk txdolw| dqg uhiudlq iurp sulfh0fxwwlqj ehfdxvh rwkhuzlvh lw zrxog orvh doo lwv
fxvwrphuv1 Li lw kdv ghyldwhg/ lw lv zloolqj wr surgxfh orz txdolw| ehfdxvh wkh
txdolw| lv xqlpsruwdqw/ jlyhq wkh devhqfh ri fxvwrphuv1 Ex|huv vwd| dzd| iurp d
�up wkdw kdv surgxfhg orz txdolw| ehfdxvh wkh| nqrz lw zloo frqwlqxh wr gr vr/
dqg wkh| vwd| dzd| iurp d �up wkdw kdv fxw wkh sulfh ehfdxvh wkh| nqrz lw zloo
surgxfh orz txdolw|1 Iru wklv vwru| wr zrun/ krzhyhu/ wkh htxloleulxp pxvw vdwlvi|

4{{{ Lz loo qhhg d frqglwrq rq �1
5{{{ Wklv vwudwhj| lv zhdno| grplqdhg iru ozr0odehoog �upv e| surgxflqj orz txdolw|

dqg r�hulqj lw dw wkh kljk sulfh1 Exw wklv lv dqrwkhu h{psoh ri krz iulfwlrq vdu h xvhx� wr
pdunhwv= li wkhuh lv dq| surgxfwlrq wkdw kdv wr eh grqh/ wklv vhoolqj }hur vwudwhj| lv edg1

2



wkuhh frqvwudlqwv= lqfhqwlyh frpsdwlelolw|/ frpshwlwlrq/ dqg pdunhw fohdulqj1
Wkh lqfhqwlyh frpsdwlelolw| frqvwudlqw vd|v wkdw wkh lqglylgxdo �up pxvw eh

zloolqj wr surgxfh kljk txdolw|1 Jlyhq wkh ex|huv* vwudwhj|/ li wkh �up hyhu sur0
gxfhv orz txdolw| lw uhfhlyhv d rqh0wlph zlqgidoo sur�w/ exw orvhv lwv ixwxuh sur�wv1
Wkh wudghr� lv uhsuhvhqwhg e| frqvwudlqw +4,/ zklfk lv vdwlv�hg li wkh glvfrxqw udwh
lv orz hqrxjk1

+Lqfhqwlyh Frpsdwlelolw|, t�s �
t�+s� f,

u
= +4,

Lqhtxdolw| +715, ghwhuplqhv d orzhu erxqg iru wkh sulfh/ zklfk pxvw vdwlvi|

�s �
f

+4� u,
= +5,

Zh frxog zulwh +5, dv dq htxdolw| udwkhu wkdq dq lqhtxdolw| ehfdxvh dq| �up
wu|lqj wr fkdujh d sulfh kljkhu wkdq wkh txdolw|0jxdudqwhhlqj �s zrxog orvh doo lwv
fxvwrphuv dqg uhfhlyh d sd|r� ri �I 1

�



61 Wuhpeohv/ Vzlwfklqj Frvwv/ dqg Lqirupdwlrq Glvvhplqdwlrq1

Wkh Iron Wkhruhp dssolhv/ exw lq wkh vwdqgdug ht1 �upv slfn kljk txdolw|/ dqg
frqvxphuv vzlwfk dzd| iurp wkh �up li lw surgxfhv orz e| plvwdnh1 Ohw*v dvvxph
wkdw d �up fdq vxuylyh slfnlqj orz txdolw|> lw mxvw vhoov dw d orz sulfh1 Frqvxphuv
olyh iruhyhu1

Wkhuh lv d olwwoh qrlvh/ vr vrphwlphv d �up wkdw slfnv KL/ slfnv OR e| plvwdnh1
+Flwh Er|g,1

Edvholqh prgho1 Frqvxphuv nqrz doo sdvw txdolwlhv1 Qr vzlwfklqj frvw1 Ilupv
vwduw zlwk KLJK/ zklfk lv pruh sur�wdeoh1 Wkhq li d �up slfnv ORZ e| dfflghqw/
lw zloo dozd|v slfn ORZ wkhuhdiwhu/ dqg jhw qr fxvwrphuv1 Hyhqwxdoo|/ doo �upv
duh ORZ1 +uhdolvwlfdoo|/z lwk xszdug vorslqj PF/ wkh KLJK �upv klw fdsdflw|d
gq frqvxhpuv jr edfn wr ORZ1,

LQIR= +4, Qrz ohw frqvxphuv irujhw doo sdvw txdolwlhv1 Qr Vzlwfklqj frvw1 Doo
�upv dozd|v slfn ORZ1

+5, Qr vzwlfklqj frvw1 Vrph frqvxphuv nqrz sdvw txdowllhv1 Ilqg nh| shufhqw0
djh1 Qrz wkh �up zloo qrw slfn ORZ diwhu lw slfnv ORZ rqfh/ ehfdxvh lw zdqwv wr
nhhs lwv iuhvk fxvwrphuv1 QR� lw zloo fkhdw rq sxusrvh li wklv lv wkh fdvh1Dk/qr=
lw grhv orvh vrphwklqj e| fkhdwlqj/ ehfdxvh lw orvhv d exqfk ri fxvwrphuv1

VZLWKFLQJ FRVW1 Doo frqvxhpuv nqrz sdvw uhfrugv1 +frxog dovr eh wkrxjkw
ri dv wkdw vrph fxvwrphuv duh orfnhg lq/ ri rog jhqhudwlrq/ exw qhz fxvwrhpuv duh
duulyljq,1

+4, Doo kdyh vzlwfklqj frvwv1 Rrsv= zh kdyh kljk txdolw| khuh ehfdxvh ri wkh
udwlrqdo prqrsrolvw1 Qr zh grqw= li frqvxphuv h{shfw orz txdolw|/ wkdw lv zkdw
wkh| sd| iru dqg wkdw lv zkdw wkh| jhw1 Wkdw pd| nloo wklv sdshu1 Hyhq zlwk
prghudwh vzlwfklqj frvwv/ li wkh �up dfflghqwdoo| surgxfhv orz txdolw|/ lw zloo
frqwlqxh wr gr vr1

+5, Vrph kdyh vzlwfklqj frvwv1 Zh kdyh kljk txdolw| hkuh hyhq diwhu d plvwdnh/
ehfdxvh lw lv frvwo| wr vzlwfk/ dgq vrph zloo vwd|1 Lq idfw/ diwhu rqh plvwdnh/ wkhuh
lv ohvv whpswdwlrq wr fkhdw ehfdxh wkh rwkhuv zloo qrw ohdyh1

e



71 Dq Hqgrjhqrxv Qxpehu ri Kljk0Txdolw| Ilupv

�q �upv hqwhu1
Wkh vhfrqg frqvwudlqw lv wkdw frpshwlwlrq gulyhv sur�wv wr }hur/ vr �upv duh

lqgl�huhqw ehwzhhq hqwhulqj dqg vwd|lqj rxw ri wkh pdunhw1

+Frpshwlwlrq,
t�+s� f,

u
@ I= +6,

Wuhdwlqj +716, dv dq htxdwlrq dqg xvlqj lw wr uhsodfh s lq htxdwlrq +717,/ zh rewdlq

t� @
I +4� u,

f
= +7,

Zh kdyh qrz ghwhuplqhg s dqg t�/ dqg rqo| q uhpdlqv/ zklfk lv ghwhuplqhg e| wkh
htxdolw| ri vxsso| dqg ghpdqg1 Wkh pdunhw grhv qrw dozd|v fohdu lq prghov ri
dv|pphwulf lqirupdwlrq +vhh Vwljolw} ^4<;:`,/ dqg lq wklv prgho hdfk �up zrxog olnh
wr vhoo pruh wkdq lwv htxloleulxp rxwsxw dw wkh htxloleulxp sulfh/ exw wkh pdunhw
rxwsxw pxvw htxdo wkh txdqwlw| ghpdqghg e| wkh pdunhw1

+Pdunhw Fohdulqj, qt� @ t+s,= +8,

Frpelqlqj htxdwlrqv +716,/ +718,/ dqg +719, |lhogv

�q @
ft+ S

E�3o�,

I +4� u,
= +9,

Zh kdyh qrz ghwhuplqhg wkh htxloleulxp ydoxhv/ wkh rqo| gl�fxow| ehlqj wkh
vwdqgdug h{lvwhqfh sureohp fdxvhg e| wkh uhtxluhphqw wkdw wkh qxpehu ri �upv
eh dq lqwhjhu1

Wkh htxloleulxp sulfh lv �{hg ehfdxvh I lv h{rjhqrxv dqg ghpdqg lv qrw shu0
ihfwo| lqhodvwlf/ zklfk slqv grzq wkh vl}h ri �upv1 Li wkhuh zhuh qr hqwu| frvw/ exw
ghpdqg zhuh vwloo hodvwlf/ wkhq wkh htxloleulxp sulfh zrxog vwloo eh wkh xqltxh s
wkdw vdwlv�hg frqvwudlqw +716,/ dqg wkh pdunhw txdqwlw| zrxog eh ghwhuplqhg e|
t+s,/ exw I dqg t� zrxog eh xqghwhuplqhg1 Li frqvxphuv eholhyhg wkdw dq| �up
zklfk pljkw srvvleo| surgxfh kljk txdolw| sdlg dq h{rjhqrxv glvvlsdwlrq frvw I /
wkh uhvxow zrxog eh d frqwlqxxp ri htxloleuld1 Wkh �upv* ehvw uhvsrqvh zrxog eh
iru �q ri wkhp wr sd| I dqg surgxfh kljk txdolw| dw sulfh �s/ zkhuh �q lv ghwhu0
plqhg e| wkh }hur sur�w frqglwlrq dv d ixqfwlrq ri I 1 Nohlq ) Oh�hu qrwh wklv
lqghwhuplqdf| dqg vxjjhvw wkdw wkh sur�wv pljkw eh glvvlsdwhg e| vrph vruw ri
eudqg0vshfl�f fdslwdo1 Wkh klvwru| ri wkh lqgxvwu| pd| dovr h{sodlq wkh qxpehu ri
�upv1 Vfkpdohqvhh +4<;5, vkrzv krz d slrqhhulqj eudqg fdq uhwdlq d odujh pdunhw
vkduh ehfdxvh frqvxphuv duh xqzloolqj wr lqyhvwljdwh wkh txdolw| ri qhz eudqgv1

D



Dq| ri wkh xvxdo dvvxpswlrqv wr jhw durxqg wkh lqwhjhu sureohp frxog eh xvhg=
doorzlqj srwhqwldo vhoohuv wr udqgrpl}h ehwzhhq hqwhulqj dqg vwd|lqj rxw> dvvxplqj
wkdw iru klvwrulfdo uhdvrqv q �upv kdyh douhdg| hqwhuhg> ru dvvxplqj wkdw �upv olh
rq d frqwlqxxp dqg wkh �{hg frvw lv d xqlirup ghqvlw| dfurvv �upv wkdw kdyh
hqwhuhg1

Wkh prgho kdv ehhq pdgh dv vlpsoh dv srvvleoh wr looxvwudwh wkh edvlv iru
uhsxwdwlrq prghov ri txdolw|/ exw vhyhudo h{whqvlrqv zrxog eh hdv| wr lqfoxgh1 Wkh
plqlpxp txdolw| frxog eh juhdwhu wkdq }hur/ lwv surgxfwlrq frxog eh frvwo|/ dqg
frqvxphuv frxog eh zloolqj wr sd| pruh wkdq }hur iru d orz txdolw| surgxfw1

Wkh vxqn hqwu| frvw I fdqqrw eh uhsodfhg e| d �{hg frvw sdlg hyhu| shulrg
wkdw d �up lv lq wkh pdunhw/ ehfdxvh wkhq hlwkhu qr �up fdq hyhu pdnh }hur sur�wv
+li I A t�+s� f,,/ ru lw lv wrr whpswlqj wr fxw txdolw| dqg wdnh wkh rqh0wlph jdlq
+li I � t�+s� f,/ ehfdxvh t�+s� f, ? t�s,1

Dvvxplqj wkdw pdujlqdo frvwv duh ulvlqj lq txdqwlw| lqvwhdg ri frqvwdqw zrxog
qrw fkdqjh wkh prgho vljql�fdqwo|1 Wkh vdph wkuhh htxloleulxp frqglwlrqv zrxog
kdyh wr eh vroyhg iru wkh vdph wkuhh xqnqrzqv/ s/ t�/ dqg q/ exw wkh glvhfrqrplhv
ri vfdoh zrxog whqg wr lqfuhdvh q dqg s dqg ghfuhdvh t�1 Qrwh dovr wkdw ghfuhdvlqj
pdujlqdo frvw lv dovr frpsdwleoh zlwk htxloleulxp/ ehfdxvh lw phuho| lqwhqvl�hv wkh
ghfuhdvlqj dyhudjh frvw douhdg| frqwdlqhg lq wkh prgho1

Wkh htxloleulxp sulfh lv �{hg ehfdxvh I lv h{rjhqrxv dqg ghpdqg lv qrw shu0
ihfwo| lqhodvwlf/ zklfk slqv grzq wkh vl}h ri �upv1 Li wkhuh lv qr hqwu| frvw/ exw
ghpdqg lv vwloo hodvwlf/ wkhq wkh htxloleulxp sulfh lv vwloo wkh xqltxh s wkdw vdwlv�hv
frqvwudlqw +BB,/ dqg wkh pdunhw txdqwlw| lv ghwhuplqhg e| t+s,/ exw I dqg t� duh
xqghwhuplqhg1 D frqwlqxxp ri htxloleuld lv srvvleoh lq zklfk frqvxphuv eholhyh
wkdw dq| �up zklfk pljkw srvvleo| surgxfh kljk txdolw| sd|v d glvvlsdwlrq frvw
I / zkhuh I lv duelwudu| dqg lqgh{hv wkh htxloleulxp1 Wkh �upv* ehvw uhvsrqvh lv
iru q ri wkhp wr sd| I dqg surgxfh kljk txdolw| dw sulfh s/ zkhuh q lv ghwhuplqhg
e| wkh }hur sur�w frqglwlrq dv d ixqfwlrq ri I 1 Wklv yhuvlrq ri wkh prgho lv forvhu
wr Nohlq ) Oh�hu +4<;4, dqg Urjhuvrq +4<;:,1
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81 Jdph Wkhru| dqg wkh Olwhudwxuh rq Surgxfw Txdolw|

Wklv kdv qrw xvxdoo| ehhq frqvlghuhg dv d jdph/ exw lw lv1
Frqvlghu d vhoohu zkr fdq fkrrvh ehwzhhq surgxflqj frvwo| kljk txdolw| ru

frvwohvv orz txdolw| surgxfwv/ dqg d ex|hu zkr fdqqrw ghwhuplqh txdolw| ehiruh kh
sxufkdvhv1 Li xqghu v|pphwulf lqirupdwlrq wkh vhoohu zrxog surgxfh kljk txdolw|/
zh kdyh zkdw pljkw eh fdoohg d _rqh0vlghg sulvrqhu*v glohppd1% Erwk sod|huv
duh ehwwhu r� zkhq wkh vhoohu surgxfhv kljk txdolw| dqg wkh ex|hu sxufkdvhv lw/
exw wkh vhoohu*v grplqdqw vwudwhj| lv wr surgxfh orz txdolw| dqg wkh ex|hu zloo
qrw sxufkdvh1 Wkh gl�huhqfh iurp wkh frqyhqwlrqdo sulvrqhu*v glohppd lv wkdw qrw
sxufkdvlqj lv rqo| d Qdvk vwudwhj| iru wkh ex|hu/ qrw d grplqdqw vwudwhj|1 Wkh
htxloleulxp lv qrqhwkhohvv vwurqjhu wkdq Qdvk= lw lv dq lwhudwhg grplqdqw vwudwhj|
htxloleulxp ehfdxvh ghohwlrq ri wkh grplqdwhg Kljk Txdolw| pdnhv Gr Qrw Ex|
grplqdqw iru wkh ex|hu1 Wkh ruglqdo udqn ri wkh sd|r�v lv vkrzq lq Wdeoh 41

Wdeoh 4= Wkh Rqh0Vlghg Sulvrqhu*v Glohppd1
Ex|hu

Ex| Gr Qrw Ex|
Kljk Txdolw| 4/4 3/ 3

Ilup=

Orz Txdolw| 5/04 3/3

Sd|r�v wr= +Ilup/ Frqvxphu,1

Wkh vlwxdwlrq pd| dovr eh ylhzhg dv d sulqflsdo djhqw prgho ri prudo kd}dug1
Wkh vhoohu +dq djhqw,/ wdnhv wkh dfwlrq ri fkrrvlqj dq dfwlrq +txdolw|, wkdw xqre0
vhuyhg e| wkh wkh ex|hu +wkh sulqflsdo,/ exw zklfk d�hfwv wkh ex|hu*v sd|r�1 Wklv
lqwhusuhwdwlrq lv xvhg lq pxfk ri wkh Vwljolw} +4<;:, vxuyh| ri wkh olqnv ehwzhhq
txdolw| dqg sulfh1

Xqghu hlwkhu lqwhusuhwdwlrq/ d srwhqwldo vroxwlrq wr wkh glohppd lv wr uhshdw
wkh jdph/ doorzlqj wkh �up wr fkrrvh txdolw| dw hdfk uhshwlwlrq1 Li wkh qxpehu
ri uhshwlwlrqv lv �qlwh/ krzhyhu/ wkh htxloleulxp rxwfrph ri orz txdolw| grhv qrw
fkdqjh/ dq h{dpsoh ri wkh Fkdlqvwruh Sdudgr{ +Vhowhq ^4<:;`,1 Lq wkh odvw uhs0
hwlwlrq/ wkh vxejdph lv lghqwlfdo wr wkh rqh0vkrw jdph/ vr wkh �up fkrrvhv orz
txdolw|1 Lq wkh vhfrqg0wr0odvw uhshwlwlrq/ lw lv iruhvhhq wkdw wkh odvw shulrg*v rxw0
frph lv lqghshqghqw ri fxuuhqw dfwlrqv/ vr wkh �up dovr fkrrvhv orz txdolw|1 Wkh
dujxphqw fdq eh fduulhg edfn wr wkh �uvw uhshwlwlrq1

Wkhuh duh wzr pdlq hvfdshv iurp wkh Fkdlqvwruh Sdudgr{1 Rqh hvfdsh lv lq0
frpsohwh lqirupdwlrq= lq wklv frqwh{w/ wkh srvvlelolw| wkdw wkh vhoohu lv h{rjhqrxvo|
erxqg wr surgxfh kljk txdolw|1 Zh zloo qrw frqvlghu lqfrpsohwh lqirupdwlrq khuh/
exw iru lwv h�hfw xsrq wkh Sulvrqhu*v Glohppd vhh Nuhsv/ Plojurp/ Urehuwv/ )
Zlovrq +4<;5, dqg Vhfwlrq 8 ri Ixghqehuj ) Pdvnlq ^4<;6`1 Wkh rwkhu hvfdsh
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lv wr vshfli| wkdw wkh prgho kdv lq�qlwh shulrgv/ vr wkdw wkh Fkdlqvwruh Sdudgr{
idlov wr dsso|1 Wkh Iron Wkhruhp +vhh Ixghqehuj ) Pdvnlq ^4<;6`/ Udvpxvhq
^4<;;`, vd|v wkdw d zlgh udqjh ri rxwfrphv fdq eh revhuyhg lq wkh shuihfw htxlole0
ulxp ri dq lq�qlwho| uhshdwhg jdph zlwk vx�flhqwo| olwwoh glvfrxqwlqj1 Wkh Iron
Wkhruhp lv sulpdulo| d ghvwuxfwlyh uhvxow/ vd|lqj wkdw wkh lq�qlwh shulrg prgho lv
vr loo0vshfl�hg wkdw wkh prghoohu fdq jhqhudwh dq| htxloleulxp kh ghvluhv1 Pruh
frqvwuxfwlyho|/ lw whoov xv wkdw lq lq�qlwh shulrg prghov zh pxvw jr eh|rqg vdwlv0
idfwlrq ri wkh phuh whfkqlfdo fulwhulrq ri shuihfw Qdvk htxloleulxp dqg mxvwli| wkh
htxloleulxp rq lqwxlwlyh jurxqgv1

Nohlq ) Oh�hu +4<;4,/ zkloh qrw xvlqj wkh sdudgljp ri jdph wkhru|/ lq h�hfw
frqvwuxfw d sodxvleoh htxloleulxp iru dq lq�qlwh shulrg prgho1 Ilupv duh zloolqj
wr surgxfh kljk txdolw| surgxfwv ehfdxvh wkh| fdq vhoo wkhp dw d kljk sulfh/ exw
frqvxphuv uhixvh hyhu wr ex| djdlq iurp d �up zklfk kdv rqfh surgxfhg orz
txdolw|1 Wkh htxloleulxp sulfh lv kljk hqrxjk wkdw wkh �up lv xqzloolqj wr vdful�fh
lwv ixwxuh sur�wv iru d rqh0wlph zlqgidoo iurp ghfhlwixoo| surgxflqj orz txdolw| dqg
vhoolqj lw dw d kljk sulfh1 Dowkrxjk wklv lv rqo| rqh ri d odujh qxpehu ri htxloleuld iru
wkh jdph/ frqvxphu ehkdylru lv udwlrqdo/ dqg lw lv vlpsoh hqrxjk wr eh lqwxlwlyho|
sodxvleoh1 Wkh prgho grhv kdyh wkh sureohp/ krzhyhu/ wkdw lq htxloleulxp wkh
vhoohu pdnhv srvlwlyh sur�wv/ zklfk fdqqrw eh wkh fdvh lq wkh frpshwlwlyh lqgxvwu|
ri lghqwlfdo �upv wkdw Nohlq ) Oh�hu zlvk wr prgho1 Wkh| vxjjhvw wkdw wkh sur�wv
pljkw eh glvvlsdwhg lq e| eudqg0vshfl�f fdslwdo/ zlwkrxw ehlqj yhu| fohdu derxw
krz wkdw kdsshqv1

D uhodwhg sdshu lv Vkdslur +4<;6,/ zklfk pruh irupdoo| orrnv dw wkh vdph
sureohp dv Nohlq ) Oh�hu1 Vkdslur uhfrqflohv d kljk sulfh zlwk iuhh hqwu| e|
uhtxlulqj wkdw �upv exlog xs d uhsxwdwlrq e| sulflqj xqghu frvw gxulqj wkh hduo|
shulrgv ri surgxfwlrq1 Vkdslur vd|v wkdw lq klv prgho frqvxphuv gr qrw kdyh ixoo|
udwlrqdo eholhiv ehfdxvh wkh| gr qrw eholhyh wkdw d �up zloo surgxfh kljk txdolw|
xqwlo wkh �up kdv grqh vr dw d orvv iru vhyhudo shulrgv1 Lq dffrugdqfh zlwk wkh
Iron Wkhruhp/ krzhyhu/ wkhvh eholhiv dfwxdoo| duh udwlrqdo iru vrph htxloleuld ri
wkh lq�qlwh shulrg prgho xvhg1 Li frqvxphuv eholhyh/ iru h{dpsoh/ wkdw dq| �up
fkdujlqj d kljk sulfh iru dq| ri wkh �uvw �yh shulrgv kdv surgxfhg d orz txdolw|
surgxfw/ exw dq| �up fkdujlqj d kljk sulfh wkhuhdiwhu kdv surgxfhg kljk txdolw|/
wkhq surylghg wkdw wkh kljk sulfh lv kljk hqrxjk/ �upv zloo ehkdyh dffruglqjo|
dqg wkh frqvxphu eholhiv duh frq�uphg1 Wkdw eholhiv duh vhoi0frq�uplqj kdugo|
pdnhv wkhp luudwlrqdo> lw rqo| phdqv wkdw gl�huhqw eholhiv duh udwlrqdo lq gl�huhqw
htxloleuld1

D vrxufh ri dznzdugqhvv iru erwk Nohlq ) Oh�hu dqg Vkdslur lv wkhlu dvvxps0
wlrq wkdw pdunhw ghpdqg lv shuihfwo| lqhodvwlf1 Dv Urjhuvrq +4<;:, qrwhv/ lqhodvwlf
ghpdqg jhqhudwhv d frqwlqxxp ri hyhq wkh olplwhg fodvvhv ri htxloleuld wkdw wkh|
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frqvlghu/ hdfk htxloleulxp frqvlvwlqj ri d gl�huhqw sulfh dqg glvvlsdwlrq frvw +iru
Nohlq ) Oh�hu, ru uhsxwdwlrq0exloglqj frvw +iru Vkdslur,1 Urjhuvrq frqvwuxfwv d
qhz prgho ri lqhodvwlf pdunhw ghpdqg zlwk wkh dlp ri mxvwli|lqj d xqltxh ohyho ri
dgyhuwlvlqj wkdw lv qrw gluhfwo| surgxfwlyh exw glvvlsdwhv txdolw|0lqgxflqj sur�wv1
P| prgho uhvroyhv wkh sureohp pruh vlpso|/ e| pdnlqj pdunhw ghpdqg hodvwlf
dqg vshfli|lqj dq hqwu| frvw iru qhz �upv1
91 Frqfoxglqj Uhpdunv

Qrw zulwwhq |hw1
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