
























4.2. Disintermediation

Here, we assume that nonba,nk contracts are present, brrt changes in monetary pol-

icy settings do not affect the rate of grorvth. We assume that there is a stationary
level of bank deposits and nonbank contracts. Consequently, disintermediation is
present, but the growth-rate efiect is eliminated. In steady-state, real seignior-
age revemre is constant. For this no-growth case, comparisons are made between
the steady-state vahres of real seigniorage revenue instead of the prment-value of
government receipts.

Figures 5 a.nd 6 plot the difierence in steady-state seigniorage revenue for
different values of the reserve reqtrirement and inflation rate, respectively. The
steady-state value of real seigniorage revenue is computed, using the following
ex-oression:

7 rrr  -  l t .
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(4.3)

The quantity of bank deposits, and hence fr, is inversely related to both the reserve
ratio a,nd inflation rate. However, k does not increase over time.

For these experiments, we use the baseline pa.rame.ter settings for the reserve
ratio and inflation rate. Figure 5 plots the change in real seigniorage revenles,
comparing the steady-state level of real seigniorage at different reserve ratios with
seigniorage raised with ? : 0.173. We use the fotrr versions of the nonba.nk's
resource-cost functions as we did in the experiments in the baseline economy. In
three of the four experiments, real seigniorage revemre exhibits a humpshaped
pattern. These three experiments correspond to cases in which the nonbank's
resolrce-cost function results in the fastest disintermediation. With c,; : 50, dis-
intermediation is at its slowest, and higher reserve ratios result in greater real
seigniorage revenue. These results are not too surprising; faster disintermedia-
tion translates roughly into measruing the speed of adjustment in bank reserves.
Clearly, as bank reserves fall quickly in response to higher teserve requirements,
disintermediation will tend to quantitatively dominate the higher reserve ratio'
If, however, disintermediation is "too slow," bank reserves will rise despite the
declinc in bank deposits a,nd real seigniorage tevemre rises.

Figure 6 plots the change in real seigniorage reve re for different inflation
rates. As in the experiments above, the baseline vahre is rr :1.214. In two of the
four inflation-rate experiments, real seigniorage revemre exhibits the hump-shaped
pattern. Interestingly, in the case in which disintermediation is occurring at the
fast pace, a : 1.5, real seigniorage revenue is strictly increasing in the inflation
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rate. In this case. the steady-state level of bank deposits is quite low at r : 1.0.
Even though disintermediation occlrs rapidly, recall that we assume deposits are
norinegative. Corrsequently, there is not enough of a change in bank deposits to
offset the increase in the tax rate that corresponds to a higher inflation rate when
a :1.5. With a': 5 or a.': 10, bank deposits are large enortgh so that at Iow
inflation rates, disintermediation is rapid enough that the humpshaped pattern
emerges.

The purpose of this exercise is to assess the importance of the growth-rate effect
on real seigniorage revemre. The computational experiments eliminate growth
from the economy, not jrmt the ability of monetary policy to influence growth. Our
results suggest that eliminating growth, the revemre-maximizing policy settings
are very high, except for the economies in which disintermediation is extremely
(and probably irnplausibly) rapid.

5. Does currency matter?

Thus far, the experiments ignore the role the taxing currency could have on the
revemre.maximizing inflation rate. The obvious question is whether including
cr[rency affects the quantitative results. Because currency accollnts for srtch a
large fraction of base money in ma,ny countries, there is a sense in which currency
matters more than bank reserves. This section explores how currency (the tax
base) responds to movements in monetary policy variables.

In general, the date.t equilibrium vahre of real revemre earned from money
creation can be expressed as follows

( r r+r , ) (1- ; ) (5 .1 )

where s denotes real currency bala.nces while r denotes real reserves. Obviously,
the crucial feature for revenle maximization is the way in which currency is in-
troduced into the model.

For the seigniorage rate, what is important is the condition that the ma.rginal
rate of substitution between the cash good and the credit good equals the nominal
interest rate. Following Lucas and Stokey (1983), we introduce a cash-in-advance
constraint into the our basic reserve-requirement economy. Srtppose, for example,
the momentarv utilitv function is

(1 - o)-1[(cr-+ + n x c2-' !)-r/ ' ! )1-",
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lvhere cl is the consumption good acqrdred through accumr ated cash (the cash
good) and c2 is acquired with current period receipts (the credit good).ll For
this specification, ry' ) -l.determines the rate at which households a.re willing
to substitrrte the credit good for the cash good. With this utility function, the
.flrst-order condition is written as

r)

c 1
(5.3)

where I : r'R. Equation (5.3) establishes the inverse relationship between the
cash good and the inflation rate. Further, with a binding cash-in-advance con-
straint; that is, s : c1. It follows immediately that real ourency holdings are
negatively related to the inflation rate.

Consider two special cases for setting the parameter t!. For t! ---+ -1, the two
consumption goods are (approaching) perfect substitutability. With an increase in
the inflation rate, consumption ofthe cash good wili approat'h zero. Eqrration (5.1)
tells rrs that seigniorage from currency approaches zero. In contrast, with r/ "'+ 66,
the two consumption goods are approaching perfect complementarity. Because the
cash good and consumption are consumed in fixed proportions, a higher inflation
rate has an imperceptible efiect on the s. Thus, seigniorage reve le increases in
response to higher inflation.

For our purposes, the question is whether including currency significantly af-
fects either the reserve ratio or the inflation rate that maximizes the present valrte
of seigniorage revenue. We nur the inflation-rate experiments with ry' : -0.7 and

lt :5.0.12 Figures 7 and 8 plots d(PVG) for the case irr which ry' : -0.7 and
o : 50. The parameter setting may appear a bit awkward; for c,.r : 50 disin-
termediation is at slowest setting while ,1, : -0 7 sets substitution between cash
and credit goods at a fairly quick pace. As such, the parameters settings seem to

llThe Federal Reserve Board commissioned hro surveys on consumer expenditures. In both
the 1984 and 1986 surveys, roughly 30% of consumer expenditures were conducted using cur-
rency. To calibrate the model with a cash-in-advance constraint, we use the survey data a.s a mea-
sure ofc2/c1- In addition, we use the arerage inflation rate and reserve ratio for the U.S. or,er the
period 1975-93. Equation (5.3) is used as the guide to back out the ralue of 4 that is consistent
rvith the ratio of c2/c1, taking the ralue of {, as given. For r7r = -9.715.91, q : 1. fa89(142.6282).

12In an indirect way, the substitution between the cash and credit goods captures open-
economy features. The credit good can be broadly defined as goods purchased with any means
other than the domestic currency. The closer the substitution is between currencies, the closer
the ry' pa.rameter will be to -1. Conversely, movements in ty' away from -1 capture the presence

of foreign currency controls. The esseniia.l feature of our model economy is what happens to the
quantity of real domestic currency.
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have disparate conseqlrences. The first line of defense is to say that the param-
eter settings considered in these paper do not materially afiect the olrtcome in
terms of cha.nging the plots ol d(PVG). In an efiort to save space, therefore, we
make the plots with other parameter settings available upon reqlrest. Note that
in the model economies, cunency accounts for between 80% and 87% of the total
quantity of fiat money.

In Figure 7, one sees the hump-shaped pattern in the d(PVG) curve. The
present value of real seigniorage revemre is ma-ximized at a reserve ratio equal to
17%. The revemre-maximizing inflation rate is lTTo for these parameter settings.l3
It is somewhat surprising to us that for these model economies, the revenue-
maximizing policy settings are very close to the sample mean va.lues comptrted
from the cross-country data. Thus, on average, the world sets moneta.ry policy
quite close to levels that maximize the present vahre of real seigniorage revenue.
The model is calibrated to come close to the quantity of the tax base for real
seigniorage revenue that prerails. Still, it is somewhat of a surprise that with the
model's preferences and technology, we find that the revemre-maximizing setting
is so close to the world's average policy setting.

6. Summary and conclusions

In ttris paper, we qua,ntify the efiect of two alternative monetary policies, the
inflation rate and the reserve requirement, on the present-vaiue of government
expenditures. Revemre in our model comes from a cornbination of income and
inflation taxes, where the inflation tax has a tax base that is directly dependent
on the reserve requirement- We then look at several difierent model economies
to assess the quantitative importance of different channels through which these
monetary policies operate. Specificaliy, we consider three channels. One is an
economy that grows endogenou.s and the growth rate is inversely related to the
monetary policy variables. The other two a.re mea.ns of avoiding the inflation
tax: disintermediation and credit. Disintermediation occurs becarrse there aJe
two mearis of financing. One can avoid the inflation tax by shifting funds to an
accotnt that is not subject to reserve requirements. With faster money growth,
househoids shift into credit and out of currency, thus avoiding the inflation tax.

A dynamic Lafier curve is present in those model economies in which growth

l3For th.is experiment, total reserves account for approximately betaeen 13% and 20% of base
money, depending on the inflation rate. Note that total reserves axe approrcirnately 20% of the
quantity of high-powered money in the U.S.
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is endogenorn. Hence, our monetary policy experiments are similar to the re-

sults found in Ireland (1994) for fiscal policy. In an economy with a fairly so-
phisticated.fina.ncial system and competing methods of payment, we find that the

revemre-maximizing values for the monetary policy va.riables are sruprisingly close

to cross-country sample means observed irr the data. The relationship between

monetary policy and the rate of growth is the determining factor in finding a Laf-

fer curve. Indeed, we mn the experiments in a stationary economy, finding that

Lafier curve is evident for the part of the parameter space we consider. Though

smaller quantitatively, the Ievel of financial development bears on the reventte'

maximizing monetary policy settings. If one eliminates currency from the model,

the Laffer curve shifts to the left; that is, the revenue-maximizing reserve ratio

and inflation rate both decline.
The specific quantitative results are as follorvs:
-when both the growth and financing-substitution effects a.re present, the

revemre-maximizing reserve requirement is B% and the reventte'maximizing in-

flation rate is 9%;
-for the same set of experiments, the revenue-maximizing reserve ratio and

inflation rate fall to 2% and 1%, respectively in economies with extremely fast

disintermediation;
-when only the growth efiect is present, the settings ate 23Yo and 34%, respec-

tively;
-when only the financing-substitution effect is present, the revenue-maximizing

settings are above the portion of the parameter space considered in this paper;
-when currency is added, the revemre-ma-ximizing settings are around 17%.

Our main goal is to quantify the present value of real seignorage revenle across

several different model economies- The economies are linked by systematically
eliminating specific channels that afiect the seignorage tax base. Other authors

have computed revemre.maximizing inflation rates. Fry (1981), for example, finds

that real seignorage revenue is maximized at with inflation rates in excess of 50%

for a stationary economy in which governments have monopoly power over both

currency and deposits. Otu chief contribution, therefore, is that we can assess
..the impact of a supply-side channel and two difierent avoidance channels on the

present ralue of real seignorage revemre.
We have considered only revenue as a rnotivating factor for monetary policy.

One potential extension would be to consider revenue issues at business cycle fre-

quencies. In such models, it may be possible to build on Auernheimet (1974).

Another extension would be to focus on strategic issues between policymakers:
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when the monetary and fiscal authorities do not coordinate actions, what are the
revenlle implications? Such questions hark back to issues of decentralized policy-
making common irr the 1970s would the fiscal authority try to use the inflation
tax to covertly collect revemre in a model in which both fiscal and monetary au-
thorities operate independently? It is likely that such considerations would lead
to verv different conchrsions than the ones reached in this paper.
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Table I
Calibrating the model's parameters

Variable Baselineva,lue

B
6

A
6
T

ro

?0

0.95
2
0.165
0.10
0.2
r.214
0.r73

26



Panel A:
Parameter settings

E:0 .0042 ,o :1 .5
B:0 .0031 ,u . , :5
B : 0.0053, c,: : 10
B :21 .5 ,u :  :50

Panel B:
Parameter settings

B:0 .0042 ,o ; :  1 .5
B : O O O i l  , , r : s

B : 0.0053, i.r : 10
B -- 2L.5,ut :  50

Table 2
Revemre-maximizing policy settings

?^*

0.02
0.03
0.06
0.0B

zr**

1 ,03
1.01
1.06
1.09
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Figure 1

Reserve Requirements Experiments -- Baseline Model
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Figure 2

lnflation Rate Experiments -- Baseline Model
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Figure 4
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Figure

Res Req Experiments --

w -  1 .5
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Figure 6

Rate Experiments -- No Growth Effects
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Res Req Experiments -- currency included

n , t (

res req
0.050 o.20.1 o.25



o

2

0

-z

€

-8

-10

-  t z

Figure 8

Infl Rate Experiments -- currency included

1.2
infl rate



RESEARCH PAPERS OF THE RESEARCH DEPARTMENT
FEDERAL RESERVE BANK OF DALLAS

Available, at no charge, from the Research DePartment
Federal Reserve Bank of Dallas, P. O. Box 655906

Dallas, Texas 75265-5m6

Please check the titles of the Research Papers you would like to receive:

92Al Are Deep Recessions Followed by Strong Recoveries? (Mark A. Wynne and Nathal S. Balke)
9202 . The Case of the "Missing M2" (John V. Duca)
9m3 Inrnigrant Links to the Home Country: Implications for Trade, Welfare and Factor Rewards (David M.

Gould)
9204 Does Aggregate Output Have a Unit Root? (Mark A. Wynne)
9205 Inflation and Its Variability: A Note (Kenneth M. Emery)
9206 Budget Constrained Frontier Measures of Fiscal Equality and Efficiency in Schooling (Shawna

Grosskopf, Kathy Hayes, Lori L. Taylor, William Weber)
9207 The Effects of Credit Availability, Nonbank Competition, and Tax Reform on Bank Consumer L€nding

(John V. Duca and Bonnie Garreft)
9208 On the Funre Erosion of the North American Free Trade Agreement (William C. Gruben)
9209 Threshold Cohtegration (Nathan S. Balke and Thomas B. Fomby)
gZlO Cointegration and Tests of a Classical Model of Inflalion in Argentina, Bolivia, Brazil, Mexico, and Peru

(Raul Anibal Feliz and Jobr H. Welch)
9211 Nominal Feedback Rules for Monetary Policy: Some Comments (Evan F. Koenig)
9ZI2 The Analysis of Fiscal Policy in Neoclassical Modelsr (Mark Wynne)
9213 Measuring the Vaiue of School Quality (I-ori Taylor)
9214 Forecasting Turning Points: Is a Two-State Characterization of the Business Cycle Appropriate?

(Kemeth M. Emery & Evan F. Koenig)
9215 Energy Security: A Comparison of Protectionist Policies (Mine K. Yncel and Carol Dal )
9?16 An Analysis of the Impact ofTwo Fiscal Policies on the Behavior of a Dynamic Asset Market (Gregory

W. Huffman)
9301 Human Capital Externalities, Trade, and Economic Growth (David Gould and Roy J. Ruffut)
9302 The New Face of Latin America: Financial Flows, Markets, and Institutions in the 1990s (John Welch)
9303 A General Two Sector Model of Endogenous Growth with Human and Physical Capital (Eric Bond, Ping

Wang, ard Chong K. Yip)
9304 The Political Economy of School Reform (S. Grosskopf, K. Hayes, L. Taylor, and W. Weber)
9305 Money, Output, and Income Velocity (Theodore Palivos and Ping Wang)
9306 Construcling all Alternative Measure of Changes in Reserve Requirement Ralios (Joseph H. Haslag and

Scott E. Hein)
9307 Money Demand and Relative Prices During Episodes of Hyperinflation (Ellis W. Tallman and Ping

w-g)
9308 On Quarfity Theory Restrictions and the Signalling Value of the Money Mulriplier (Joseph Haslag)
9309 The Algebra of Price Stability (Nathan S. Balke and Kenneth M. Emery)
9310 Does It Matter How Monetary Policy is Implemented? (Joseph H' Haslag and Scott Hein)
9311 Real Effects of Money and Welfare Costs of Inflation in an Endogenously Growing Economy with

Transactions Costs (Ping Wang and Chong K. Yip)
9312 Borrowing Constraints, Household Debt, and Racial Discrimination in I-oan Markets (John V. Duca and

Stuart Rosenthal)
9313 Default Risk, Dollarization, and Currency Substitution in Merico (William Gruben and John Welch)
9314 Technological Unemployment (W. Michael Cox)
9315 Output, Inflarion, and Stabilization in a Small Open Economy: Evidence from Mexico (John H. Rogers

and Ping Wang)
9316 Price Stabilization, Outpur Stabilization and Coordinated Monetary Policy Actions (Joseph H. Haslag)
9317 An Alternative Neo-Classical Growth Model with Closed-Form Decision Rules (Gregory W. Huffman)
9318 Why the Composite Index of t-eading Indicators Doesn't kad (Evan F. Koenig and Kenneth M. Emery)
9319 Allocative Inefficiency and Local Governmeni: Evidence Rejecting the Tiebout Hypothesis (l-ori L.

Taylor)
9320 The Output Effects of Government Consumption: A Note (Mark A. Wyme)
9321 Should Bond Funds be Included in M2? (John V. Duca)



9322 Recessions and Recoveries in Real Business Cycle Models; Do Real Business Cycle Models Cenerate
Cyclical Behavior? (Mark A. Wynne)

9323* Retaliation, Liberalization, and Trade Wars: The Poliiical Economy of Nonstrategic Trade Policy (David
M. Gould and Graeme L. Woodbridge)

9324 A General Two-Sector Model of Endogenous Growth with Human and Physical Capital: Balanced
Grouth and Trarsitional Dynamics (Eric W. Bond, Ping Wang,and Chong K. Yip)

9325 Growth and Equiry with Endogenous Human Capital: Taiwan's Economic Miracle Revisited (Maw-Lin
Lee, Ben-Chieh Liu, ard Ping Wang)

9326 Ctearinghouse Banks and Banknote Over-issue (Scott Freeman)
9327 Coal, Natural Gas and Oil Markets after Wodd War II: What's Old, What's New? (Mine K. Yi.icel and

. She*eyi Guo)
9328 Oo the Optimality of loterest-Bearing Reserves in Economies of Overlapping Generations (Scott Freeman

aad Joseph Haslag)
9329+ Retaliation, Liberalization, and Trade Wars: The Political Economy of Nonstrategic Trade Policy (David

M. Gould and Graeme L. Woodbridge) (Reprht of 9323 in error)
9330 On the Existence of Nonoptimal Equilibria in Dynamic Stochastic Economies (Jeremy Oreenwood and

Gregory W. Huffman)
9331 The Credibility and Performarrce of Un.ilateral Target Zones: A Comparison of the Mexican and Chilean

Cases (Raul A. Feliz and John H. Welch)
9332 Endogenous Growth and Internalional Trade (Roy J. Ruffin)
9333 Wealth Effects, Heterogeneiry aad Dynamic Fiscal Policy (Zsolt Becsi)
9334 The Inefficiency of Seigniorage from Required Reserves (Scott Freeman)
9335 Problems of Testing Fiscal Solvency in High Inflation Economies: Evidence from Argentina, Brazil, and

Mexico (John H. Welch)
9336 Income Taxes as Reciprocal Tariffs (W. Michael Cor, David M. Gould, and Roy J. Ruffin)
9337 Assessing the Economic Cost of Unilateral Oil Conservation (Stephen P.A. Brown and Hillard G.

Huntin$on)
9338 Exchange Rate Uncertainty a.nd Economic Growth in l-atin America (Darryl Mcl,eod and John H.

Welch)
9339 Searching for a Stable M2-Demand Eqution (Evan F. Koenig)
9340 A Survey of Measurement Biases in Price Indexes (Mark A. Wynne and Fiona Sigalla)
934I Are Net Discount Rates Slationary?: Some Further Evidence (Joseph H. Haslag, Michael Nieswiadomy,

and D. J. Slouje)
9342 On the Fluctuations kduced by Majoriry Voting (Gregory W. Huffman)
%01 Adding Bond Funds to M2 in the P-Star Model of Inflation (Zsolt Becsi and John Duca)
9402 Capacity Utilization and the Evolution of Manufacturing Output: A Closer Look at the "Bounce-Back

Effect' (Evan F. Koenig)
9403 The Disappearing January Blip and Other State Employment Mysteries (Frank Berger and Keilh R.

Phillips)
9404 Energy Policy: Does it Achieve its Intended Goals? (Mine Yricel and Shengyi Guo)
9405 Protecting Social InErest in Free Invention (Stephen P.A. Brown and William C. Gruben)
9406 The Dlrnmics of Recoveries (Nathan S. Balke and Mark A. Wynne)
9407 Fiscal Policy in More General Equilibriium (Jim Dolmas and Mark Wynne)
9408 On the Political Economy of School Deregulation (Shawna Grosskopf, Kathy Hayes, Inri Taylor, and

William Weber)
9409 The Role of Intellectual Property Rights in Economic Growth (David M. Gould and William C. Gruben)
%10 U.S. Banks, Competition, and the Mexican Banking System: How Much Will NAFTA Matter? (William

C. Gruben, John H. Welch and Jeffery W. Gu her)
%11 Monetary Base Rules: The Currency Caveat (R. w. Hafer, Joseph H. Haslag, and Scott E. Hein)
9412 The Information Content ofthe Paper-Bill Spread (Kenneth M. Emery)
9413 The Role of Tax Policy in the Boom/Bust Cycle of the Texas Construction Sector (D'Ann Petersen,

Keith Phillips and Mine Yiicel)
9414 The P* Model of Inflation, Revisited (Evan F. Koenig)
9415 The Effects of Monetary Policy in a Model with Reserve Requirements (Joseph H- Haslag)
9501 An Equilibrium Analysis of Central Bank Independence and Inflation (Gregory W. Hufftnan)
9502 Inflation and lntermediation in a Model with Endogenous Growth (Joseph H. Haslag)
9503 Country-Bashing Tariffs: Do Bilateral Trade Deficits Matter? (W. Michael Cox and Roy J. Ruffin)
9504 Building a Regional Forecasting Model Utilizing l,ong-Term Relationships ald Shon-Term Indicators

(Keith R. Phillips and Chih-Phg Chang)



9505 Building Trade Barriers and Knocking Them Down: The Political Economy of Unilateral Trade
Liberalizations (David M. Gould ald Graeme L. Woodbridge)

9506 On Competition and School Efficiency (Shawna Grosskopf, Kathy Hayes, tori L. Taylor and William L.
Weber)

9507 Altemative Methods of Corporate Control in Commercial Bads (Stephen Prowse)
9508 The Role of Intratemporal Adjustment Costs in a Multi-Sector Economy (Gregory W. Huffman

and Mark A. Wynne)
9509 Are Deep Recessiorr Followed By Strong Recoveries? Results for the G-? Countries (Nathatr

S. Balke and Mark A. wynne)
9510 Oil Prices and Inflation (Stephen P.A. Brown, David B. Oppedahl and Mine K. Yiicel)
9511 . A Gonpar.ison of Alternative Monetary Environments (JosePh H. Haslag))
9512 Regulatory Changes and Housing Coefficients (John v. Duca)
9513 The Interest Sensitiviry of GDP and Accurae Reg Q Measures (John V. Duca)
9514 Credit Availability, Bank Consumer Lrnding, and Consumer Durables (John V Duca and

Bonnie Garrett)
9515 Monetary Policy, Banking, and Growth (Joseph H. Haslag)
9516 The Stock Market and Morctary Policy: The Role of Macroeconornic States (Chih-Ping Chang

and Huan Zhang)
9517 H)?erinflation$ and Moral Hazard in the Appropriation of Seigniorage: An Empirical Implementation

With A Calibration Approach (Carlos E. Zanzag^)
9518 Targeting Nominal Income: A Closer Look (Evan F. Koenig)
9519 Credit and Economic Activity: Shocks or Propagation Mechanism? (Nathan S' Balke and

Chih-Ping Charg)
9601 The Monetary Policy Effects on Seignorage Revenue in a Simple Growth Model (Joseph H. Haslag)
9&Z Regional Productivity and Efficiency in the U.S.: Effects of Business Cycles and Public Capital

(Dale Boisso, Shawna Grosskopf and Kathy Hayet
9603 Inflation, Unemployment, ard Duration (John V. Duca)
9&4 The Response of l-ocal Govemments to Reagan-Bush Fiscal Federalism (D. Boisso, Shawna

Grosskopf and Kathy Hayes)
9605 Endog€nous Tax DetermiMtion and the Distribution of Wealth (Gregory W' Huffman)
9606 An Exploration into the Effects of Dynamic Economic Stabilization (Jim Dolmas and Gregory W.

Huffman)
9ffi7 Is Airline Price Dispersion the Result of Careful Plarming or Competitive Forces? (Kathy J.

Hayes and kola B. Ross)
9608 Some Implications of Increased Cooperation in Wo d Oil Conservation (Stephen P.A. Brown

and Hillard G. Huntington)
9609 An Equilibrium Analysis of Relative Price Changes and Aggregate Inflation (Nathan S. Balke

and Mark A. Wynne)
9610 What's Good for GM...? Using Auto Industry Stock Returns to Forecast Business Cycles and Test the

Q-Theory of Investment (Gregory R. Duffee and StePhen Prowse)
961I Does the Choice of Nominal Archor Matter? (David M. Gould)
9612 The Policy Sensitivity of Industries and Regions (lnri L' Taylor and Mine K' Yiicel)
9613 Oil Prices and Aggregate Economic Activity: A Study of Eight OECD Countries (Stephen P.A. Brown,

David B. Oppedahl and Mine K. Yiicel)
9614 The Effect of the Minimum Wage on Hours of Work (Madeline Zavodny)
9615 Ag$egate Price Adjustment: The Fischerian Alternative (Evan F. Koenig)
9'tQ1 Nonlinear Dynamics ald Covered Interest Rate Parity (Nathan S. Balke and Mark E. Wohar)
9702 More on Optimal Denominations for Coins and Currency (Mark A. Wynne)
9703 Specialization and the Effects of Transactions Costs on Equilibrium Exchange (James Dolmas

and Joseph H. Haslag)
mM The Political Economy of Endogenous Taxation and Redistribution (Jim Dolmas and Gregory W.

Huffman)
9'105 Inequality, Inflation, and Central Bank Independence (Jim Dolmas, Gregory W. Huffman, and

Mark A. Wynne)
9706 On The Political Economy of Immigration (Jim Dolmas and Gregory W. Huffman)
nO7 Business Cycles Under Monetary Union: EU and US Business Cycles Compared ( Mark A. Wynne and

Jahyeong Koo)
9708 Allocative Inefficiency and School Competition (Shawna Grosskopf, Kathy Hayes, Lori L. Taylor and

William L. Weber)



9'109 Goods-Market Competition and Profit Sharing: A Multisector Macro Approach (Jobl V. Duca and David
D. VanHoose)

9710 Real-Time GDP Gror+th Forecasts (Evan F. Koenig and Sheila Dolmas)
9711 Quasi-Specific Factors: Worker Comparative Advantage in the Two-Sector Production Model (Roy J.

Ruffin)
9712 Decomposition of Feedback Between Time Series itr a Bivariate Error-Correction Model (Jahyeong Koo

and Paul A. Johnson)
9713 Measuring Regional Cost of Living (Jalyeong Koo, Keith Phillips and Fiona Sigalla)
9801 Revenue-Maximizing Monetary Policy (Joseph H. Haslag and Eric R. Young)

Name: Organization:

Address: City, State and Zip Code:

Plerse add me to vour mailing llst to receive future Res€arch Papers: Yes No



Research Papers Presented at the
1994 Texas Conference on Monetary Economics

Aprtl23-24, 1994
held at the Federal Reserve Bank of Dallas. Dallas, Texas

Available, at no charge, from the Research Department
Federal Reserve Bank of Dallas, P. O. Box 655906

Dallas, Texas 75265-5906

Please check the titles of the Research Papers you would like to receive:

1 A Sticky-Price Manifesto (Laurence Ball and N. Gregory Mankiw)

2 Sequential Markets and the Suboptimality of the Friedman Rule (Stephen D. Williamson)

3 Sources of Real Exchange Rate Fluctuations: How Important Are Nominal Shocks? (Richard Clarida and
Jordi Gali)

4 On I-eading Indicators: Getting Ir Straight (Mark A' Thoma and Jo AIlIn Gray)

5 The Effects of Monerary Policy Shocks: Evidence From the Flow of Funds (Lawrence J. Chdstiano,
Martin Eichenbaum and Charles Evans)

Name: Oryanization:

Address: City, State and Zip Codel

Please add me to your mailing list to receive fu!'lr. R€search
Yes No




