
�@T�|@* �@h!i|t @?_ |�i W?t|@M�*�|)

Lu �Ti? ,UL?L4�it�

M)

���*�TTi �}��L?

N?��iht�|) �L**i}i wL?_L? @?_ O@h�@h_ N?��iht�|)

���*�TTi �@UU�i||@

5|�_�i?3i?|h�4 Bih3i?tii @?_ N?��iht�|�i _i w@�t@??i

@?_

�M����| �@?ih�ii

�@tt@U��ti||t W?t|�|�|i Lu AiU�?L*L})

a@?�@h) �bbb
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8Jhuwohu dqg Urjr� +4<<3, vwxg| dq rshq hfrqrp| prgho zlwk fuhglw0pdunhw lpshuihfwlrqv1 Krz0
hyhu/ vlqfh wkh| xvh d wzr0shulrg prgho zlwk d vlqjoh jrrg/ wkh| frqvlghu qhlwkhu exvlqhvv f|foh �xfwx0
dwlrqv qru uhodwlyh sulfh pryhphqwv1
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44Vlqfh lw lv d vpdoo rshq hfrqrp| wkh lqwhuhvw udwh lv jlyhq dqg wkhuh lv vhsdudwlrq ehwzhhq wkh
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Lu > U@T�|@* �?�L�t @hi ThLU)U*�U@*c ��i�c @ MLL4 �t @UUL4T@?�i_ M) U@T�|@* �?�L�t�

6Lh t�4T*�U�|)c �i @tt�4i |�@| *i?_iht @*tL UL?t�4i @ ThLTLh|�L? k Lu |�i�h U�hhi?|

�?UL4i� A��t @tt�4T|�L? _Lit ?L| @giU| L�|T�| _)?@4�Utc M�| �| _Lit @giU| U@T�|@*

�L�t� �*|ih?@|��i*)c �i UL�*_ @tt�4i |�@| *i?_iht U@? uhii*) LT|�4�3i |�i�h UL?t�4T|�L?

�b



�? @? �?�?�|i��Lh�3L? uh@4i�Lh!� A�i *@||ih @tt�4T|�L?c �L�i�ihc �L�*_ �@�i _��U�*|�it

i T*@�?�?} |�i i4T�h�U@* Mi�@��Lh Lu UL?t�4T|�L? @?_ t@��?}t� 5L4i i��_i?Ui t�}}it|t

|�@| @ ThLTLh|�L? Lu UL?t�4iht @hi *�^��_�|)�UL?t|h@�?i_ @?_ UL?t�4i @ ThLTLh|�L? |L

|�i�h U�hhi?| �?UL4i��H A��tc L�h @tt�4T|�L? 4@) Mi @ hi@tL?@M*i @TThL �4@|�L?� A�i

i�L*�|�L? Lu *i?_iht< �i@*|�c `uc �? |��t U@ti �t t�4T*)G

` |n�
u ' E� � k�den R � +� n o` |

uo� E�2�
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i ��M�|t �L*@|�*�|) Lh @ U)U*i� ì t�L� �? |��t tiU|�L? |�@| |�i t@4i iUL?L4) �t t|@M*i

�u �| �t U*Lti_ |L U@T�|@* �L�t Lh �u L?*) uLhi�}? �?�it|4i?| E6#W� �t @**L�i_� A��t @

u�** *�Mih@*�3@|�L? |L U@T�|@* 4L�i4i?|t 4@) _it|@M�*�3i @? iUL?L4)G ���*i �| t|@M�*�3it

|�i hi@* �?|ihit| h@|ic �| @*tL @4T*��it |�i ��U|�@|�L?t �? |�i Th�Ui Lu |�i ?L?�|h@_i@M*i

�?T�|( ���U�c �? |�h?c �?Uhi@tit |�i �L*@|�*�|) �? �h4t< U@t���L�t @?_ |�ihiuLhi @}}hi}@|i

L�|T�|�

A�@| u�** �?@?U�@* *�Mih@*�3@|�L? 4@) _i�t|@M�*�3i @? i4ih}�?} 4@h!i| iUL?L4)c @*tL

UL4it L�| ^��|i U*i@h*) uhL4 |�i uL**L��?} i Tih�4i?|c _itUh�Mi_ �? 4Lhi _i|@�* �? �T�

Ti?_� �G UL?t�_ih LTi?�?} |L uLhi�}? MLhhL��?} @?_ *i?_�?} @ U*Lti_ iUL?L4) ���U�

Thi��L�t*) �@_ �|t |L|@* �?�it|4i?| UL?t|h@�?i_ M) _L4it|�U t@��?}t E`� n`u�� A�i

LTi?�?} �T Lu |�i iUL?L4) |�i? hit�*|t �? ?i| U@T�|@* �?�L�t @t �?�it|Lht U@? t@|�tu)

|�i�h i Uitt _i4@?_ uLh u�?_t �? �?|ih?@|�L?@* U@T�|@* 4@h!i|t� A�i ULhhitTL?_�?} �?�

Uhi@ti �? MLhhL��?}t ��** �?Uhi@ti |�i tULTi uLh M�__�?} �T |�i Th�Ui Lu |�i ?L?�|h@_i@M*i

�?T�|c |�ihiM) �?_�U�?} Tih4@?i?| ��U|�@|�L?t �? Rc `� @?_ @}}hi}@|i L�|T�|� 6�}�hi

H Thiti?|t @? �**�t|h@|�L? Lu @ *�Mih@*�3@|�L? �? |�i wiL?|�iu U@ti� A�i �i@*|� tU�i_�

�*i t��u|t �T @u|ih @ �?@?U�@* *�Mih@*�3@|�L?� ì
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4�hhLht ��U|�@|�L?t �? R� ì �ht| �?|hL_�Ui ?L4�?@* Th�UitG RA uLh |�i L�|T�| }LL_ @?_

R� uLh |�i ?L?�|h@_i@M*i �?T�| }LL_� A�i hi*@|��i Th�Ui Lu |�i ?L?�|h@_i@M*i �?T�| �t

R ' R�*RA �
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65Lqghhg/ li rxu prgho lv uljkw/ wkh voxps vhwv lq prwlrq irufhv zklfk/ hyhq zlwk olwwoh lqwhuihuhqfh/
vkrxog hyhqwxdoo| eulqj jurzwk edfn wr wkhvh hfrqrplhv1 Wkh ulvn lv wkdw e| wu|lqj wr ryhukdxo wkh
v|vwhp lq d sdqlf/ rqh pd| dfwxdoo| xqghuplqh wkrvh irufhv ri uhfryhu| lqvwhdg ri vwlpxodwlqj wkhp1 Wklv
lv qrw wr ghq| wkdw wkhuh lv d orw wkdw qhhgv fkdqjlqj lq wkhvh hfrqrplhv/ hvshfldoo| rq wkh lqvwlwxwlrqdo
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pd| w|slfdoo| hqjdjh lq suhhpswlyh ohqglqj wr vshfxodwruv lq qrq0wudghdeoh lqsxwv dqg2ru wr wudghdeoh
jrrg surgxfhuv gxulqj errpv1 Wklv lq wxuq zloo ixuwkhu lqfuhdvh rxwsxw yrodwlolw| zkhqhyhu lqdghtxdwh
prqlwrulqj dqg h{shuwlvh dftxlvlwlrq e| edqnv lqfuhdvhv djjuhjdwh ulvn dqg wkhuhiruh wkh lqwhuhvw udwh
lpsrvhg xsrq grphvwlf surgxfhuv1
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      t-       t+           time

- investment; - returns;
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- payment of non-tradeable -   consumption/savings

services

Figure 1: The Timing









The Leontief Case
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Permanent productivity shock
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Financial Liberalization
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