(Cred Mo rer OM,;,

—g‘-—_—’——“

/{_ & loroumerz- Ca) DORROU all LEsD "‘64‘

g’
DEL. A Oy A BorD (H—-é eTven) NEXT szop

b0 'stsog b, o EACH um T 1S ¢y ars envel

=XV TE % I 1+ ) <18 S=H

—
o

l‘l”\"_\"" \Fs=1.

L.er 7 PEMoTE LAMTIT ANLEHASED ToDAY AT PRwé a .

|=ovs pvacs MaekeeBeiman, o 2

NN N PR TR & x, M

Y, %o, Xu X, X é_f’? HL(M\J__ My
%, 2 %+ (Y M

MNT&‘{UORB B o ‘ -

y: 6= g7, - () O+ M) i.e.)_r% = —A-‘-‘f:)'\"’“

:a,- U= i\ e T T OpmBasme THEFoMe s

f4 _,%':- Uy S =) -
K Y= LL.*, zu—i%: 2_;1%
| I

L eer MRS, +MRS, =

e g=1: W\rzs +mrzs,_ —=

B £ S

t éﬁ'bu Ve teosts # *'y*t's‘ﬁmvuw "56\72‘-&*1"00@»7—;———— _

F\‘ENécr"orzm be‘rﬁ/..\._,,,,,,, N ,




e (ijgjxg.,))c;\, SATISFIEE A ThHeEe CoNniTRATT

AS QUM 3 ~_e =% i)y Vs
’rlowo_, THE = .
B X=X, (Savirned 5
X = 5’(. (e (o= X)) =18 + (4 (5-xD
X §. (14 (Xo= X = 1S+ (1 (€% .

't |N an'— o
AP

']_./HE B arms L. EaunaTions cad Bé (o0 TTEW

L.
4 R

’o+ l-!-rxH' =-Xot

2]

Xp b Xy = X0+ X

i
l.\.\—- ,‘i"‘—

D Uk LA WaTE TINE_ Maxim i 2o PeaBem AS

‘\‘v‘\w—ﬂ%ﬁs—xq, X2 Srt Xe¥ T = —x—a—x—i-

Yo, X X, \+\" “H
Z'é R«t——— ' (/’ ArD X" + T;.:xk Y0+ L= X .
;% - —‘fwa-cemﬁs~~ﬁ—(ﬂm—ﬁ=ﬂw€5—lﬂ—ﬁ2—3—5.¥

k)’ '(\46 @vlEer Comnsmginn IS oT A Prane 1o ﬁ23
_ Pwr THE \PTEASEeTon aF TWO PianeT am (125
I e A Ve xh—'*ﬁl : — - S

N
P o]
r

lvTeEnseeTom -

6\')00@ \AZ2 ol Tweo Prancs L/
. Xo=O

TS LyaAAZ 1S paoT 9 /
| \ - o o cx
G-Q.Mé:ut\.g A SOBSEYT . / ‘
o€ TIre A-D -~ XH
Budser . Xo”
CﬁPS’Rﬂ-NrZAere\




mﬁrw-e“r LWL 1BDawum S ("/ &Z@:rmkﬂ-léer&nuy '\

1

. e—— ] ——

MQS: + MRS

. B
S R T~ S A R

= /
SIS EMRS? = RS D + MRS 5. (&>

Neotes AL'T\-OU&’H‘ /:l'\ 1S |mPLIED B\q TE

Panere como. mo.ﬂjn_@s{_“m casf_(s-'_l{,gj___

LT TOES NoT 1mP-Y THZ LOMNDITION —
IT ean Horn G21THOOLT THE P@%’rﬁ CorND ITION

eing SATISEIED.

= A Credr— Maneer (omLy) ERLILIBRI LM

Wivlk N6T GENEG LA, @)f F&MT‘D EFBFicient

| INour Examp et (11
' [
(2= xt) 4 (1~ x8) = LBy # (1-5,x8) (0
|
.,)@Hﬂwq—xﬁ xﬁ‘—-{- l+r-}6)¢—d~—7<—-) =54 () (15— x2S > 5—
| : A _ g
| ALsSs XD = 15+ (15-X5Y, H=%Xe™
| | - THI S EXAMPLE
LeT's BENCTE XA "ﬁ) wirel-AL-E-THESAME;
S Ar ¥ ira—

B8 g
S/m:mn_b7) xﬁ X?,:/Sf“) LET'S DENOTE Xip AN Xy,

B
Wwhieh wilL MAVE T2 @c T1HE SAME, By X | .

Now avariom (1) 15

3-Sxf ==X

A
Burwk.fu*km‘vf—xﬂﬁ—*—)t B—-~36——b»e) \'B B0 = X"




| Se Now EpuaTive (1) BECOMES
|

3 A 3 . LA
z-zx, 4\;‘_‘3‘;(-3(/‘1\‘\_\,
y— oA
‘ = 2-3+xy = =1 ¥i15%, .
{
L e B 4y ie xP=16  xB= iy,
l 26 7] R | J ¥ J
|

ipvs, we tpve xf=xt=l pos xB=xB= /4.

11 HESE pané Nor Thé CoONSUMPTIoN LEVELS AT The

PWTD ALLOCA T ONS I BrPIved ERRLIER,

Thos,

> ’l/l»he‘ CREDI T MARKEET ALONE Doef NOT YIELD (1=

ovre cé)lﬁ-MPl«é) A P@TZ.ET'o_EFF‘ICIEM_ SuTECOME .

e Cpe BLse TEE THE Pacere erricieNey Faivved

By LHeekim e TiHe MI2S varees :

MRSE = 1“",‘"3 7’;‘: MDS?\:l--%‘ :'-'%
| oRie—aAnre porTre MNES vaLvES 4T TIhE Oaress
i LUI-h'-}r\s THEZ EQUILIBRIUM 1~r£n,55-;—m?
i /-;r—' ,",'},’ZS,;: +m.@s—,§—=—%3—-_)_s,—p+.~.-__gg-)

| [dow BoEs TS ComPare @ITH THE [MPuic)T /NTERES

RATE AT THE C)ﬁ@e‘ro AlLolATions ?

H
i

|
r
|
[




g AT THE p@-e-e'ro ALLoChTI0NS CIE SPTH MED

B l A, ...B 2

m MRS = =5 MRS =

L 9D TINE JwPL) e )T INTEREST RATE S/ TISEIES

/! ! 12 3 2,
5 = S
g /+r s . =

. THE SPmME AS THE EQuiL B rium |NTEREST RATE

I THE CRED T -manker. THer 15 JVST A4

U ngNc)DENQ@l /T”s NoT TVPJML-VM TR VE TH4T

| THE Ehui) BRIUM mrfrzesr RATEL 1 TH [dcvt:v )

A CRED TBRLEr IS (LONSISTENT (01713 P@rzng

_ EFFici1ENEM .

ﬂ‘l_‘a’v Na"\??‘l-&ébc_wf 2on'r éfENMI/b;’ Ha\E
= X' s e Do HeRs. Wi 1€ mave (o

"t -

[

lé‘fNWLJS "; x ‘b (14r) Y Bn eBen scS'

[

l ; hannd bne\ ~ [ e :

G
N

[- -
THE INEREMENT T> X PloviOEDd By Pueepysing y*
UNMITI eF e EeEDIT 1~srmum€~r IS ’n-/-f IMe

a/-\'c,réogs sténes . £ opmp.vED xu- x._(Gerause

o)

[ S 4 -

Xt =X
I =
F; o, _ ‘.
I?' Exﬁmp\{J IF )(H"ZS. ﬁ'Nﬂ X. "10 WN
il
: \I‘J - g /IL\_\-‘J
\ ;‘H -~ T (I T )
!
bb




