





wewiLed - Wemwiml wrdflumeyd e HPlw Hpbsd CuTGENTSIIHHED DigGH6T
GFwmpdmeud. (The Mundell - Fleming Model)

BEVMBIE  6.6TLD.6TLD. (LPEOSBLIT

fCregL elfleysmywimen - elwmunyl Qurhefuled
(PBTOSHI0H SN,
(PSBTOWSHHIN UJHHH LI LD

BevmInN®sH OHEANDHG LOHM6VHBLOBLD.
@@ BTLYsd Gufleil QuTmenTaTrs CETaTmEHmeN JMLUD cuenBuled QmSHs Ll BIFLDLm6D
RURIGUBSSHID T el uems CsTaTnEd V6V I BT Bl (Pmmsd CETeTama serlLIBLD.
wHIHW  eumSWTeIg euemia eumidseEnLe ChIowrs OsTLImU goubhsd Be OCsmeremnsulenes
SI(WPVTHGHIIDG. @SS clpevld WHHW eumEWTeIGH Ul aisld, @FHIHGHHW, LHIEEF FHnd
BLOUQEMS (LP6ULD UGRIHITUmeY  FRUUBHH0 B GLD. Gouad @® GOIUIL @F semmenul
Oz fley@aFuig UIHIFLUM RUEIGUBSHHC Reunmlest GBTHBLOMEGHLD.

R BTLYST @emmd Osmerens saugl Guflenl QUTHMTSTT @RevHend DMLUD eumHUTsd 6ug6y
OFeveys JHLLGHHewan @UEIGUBSHIUSET (peod  Bd  OaTeTemad Peorssl  UGHSIDSI.
2_SHTJRIOTS UTHIBTILEF COF606 BN (HMMBH0, HIGBT6Y TRNUSMD HhHEHBH60, FIOLST 2_IT6LH6N6N
FRIUBSHH0, HWIL &MV (PHSLH GCFeveysmen @UEIGUBSHIHN, AT (pevHaT OCFeve HEM6IT
GHMMHH60, aupomer aufluller o FFaugiblilenen GemmeHeo cpeod Guiflerl QuIHETTHTY @6vbS en6wt

SimLW (LwndEsLGESImE.

@@ [BILIgeT U6 Qametemawneais  QFuHHDST  uTWIhsSTE @muusng LM Gsr(®h
OpIAPFFwPpPaTEe BMmEs Gouewi(p. 1S Cxsrlk OpSwFfueianstes Bmbs Gouasibho. &HCH Gumsd
@ermd CaTeTenswTarg GFwundmer auTuibssTe RHUusnE@G LM Gasrh OpdpFfujareansts B mbs
Geuswi(po. 1S Gamp oyevig OBAWFALDNESTE MBS CouewiBd. @RHeT HTFewIoTS GoueneveumuiliL,

QBRI SiHsfEHE Buflerl QUTHETTHTT SVEHMB DML UIEVMTLD.

Bevmienas Guneim @ FAw Hphs QUTHETTHTISHD Brewws CaTeTms, @emms OETeTans STy
fHAwmer  Qewupdpensst UG QFWeusn@ wewiLed Wembllm  Gasmlium®  wrdHfluymelenest
vwaubBHEBauTomuilest g Qurpl gheamg (1S@ uews ghms (LM)G omeiwug GFeomaussils

Fheng eraiLeeunenm O TesTg (hHH SIS

BT(hRs6s0 NSTUDDOILGLD (PSTMI eueNSWITET HTewiTHN aigmisemer uTFiGumomuiesr,
1.  mewsowimes Brewwiwommm aisd - MR
(Fixed Exchange rate with Sterilized Intervention)



@miE mBrewiw SiFHsTfleer uen@ile g yyewt sl (GUumBenLweujsenTas @mUuy.

2.  Blemeowrmesr mrewiwommy eisd - GR
(Fixed Exchange rate without Sterilized Intervention)

3. OpAWL Sevevgl WHHGWD Brewwormm eisb - FR
(Floating Exchange rate)

(PEVSET  SIMFoBM6N  BbiT & Geumiomuie,

1. y&Ffw epeogen semaa| - Zero Capital mobility
2. smaaleien cpeugeid - Some Capital mobility
3. yyew cpevsen siemge| - Perfect Capital mobility

By Fw  Hobs OCuTHTHTIHHO LOGaumULL  cpeogear  Demgeler  Supw, LG
prewoTOn  6ie  (wempuiler &S  HEIawsCsTsTms, HmnsosTaTmauis QFwMMDeTTEIS

eTeueUTN) STMILILGEGNGH| 6TOTLSHEME UMTLL GBI HleNETLL 631 61161 60MLD

¢ uansCsTeTensulsat GQFwmMimet.
ueisOareTenasuilsr QeFudPneT SpaHl cpeuEa dmgFe] DCa @ebeorTdh GUTHEMTETTSHMmS (Zero
Capital mobility) Gmré@ Gsumomules,
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auenruLd 1 @aug @ueurmentsrysHed BOF @&a558m@ FoMbBSIoTs Senowjb. SpJbusHsd 1S,
LM, BOF apeimid  giopleneouled Qmaé@w. Braow alflursss Oareiamsular Gurg LM opaig
LM, a8 aflsflegn. @meg MR Gstamswunag UauppiuGh Gurg @mig  gmul (BeTen
Qaeiod) Baenal Gammmlanevd@ Sterilised uemten uGsusTed B ysitelullsd MR gomlensy QumiiLBLo.
@FHST  (peuld  aUHTRID DHBFBGWD. DSHToug uswIBFbLsd HsflHs LMGBsT(H LM, wrmhmid
SMLBG QUGBLOTEID YT, aITe SFsfeGn. yHu Fopleneouied eupomend sFsflss CGurgid BOF
wIoTg. Osame OFeaind Bamea GmmBansy (a-b) goul Getengl. MR  swBensoulen Gumrg
ueFFhHmS, QUTHLIFHMS FoBensoullsd BHEB@GHW. ML JBBHWF GFevTeusnilF Fhend FLoLdeTenio

STEmTLILI(HLD.

GR Gametenasullenn &Hp Sterilised uemwiemIILLTenOWITED UDDOTHGMHOWTEO gOULL  ensd  BIFLDL6D
smTeolIBuTESed  @evevmioed QFwiwiul’ B A eewim  yeTeflenw  Cmbméd  BBHD. DLBTOUH  LIGSUILD
upPTEGmDSTI@ILTE SHkhes IbIsGSn. @ YI ow SmLuD ey Bl Gupid. @&l
emi(BLd cpeim FHMSBEHD FoBlamsowenLujb. GR swBlemeo Yr, @60 GuDiLIBLD.

Opdww (FR) mrewuwommy eissder S o aibr (B brewiwusHear Quuiod) efsFfwenL sugrsd 1S
Gar® eueolIymd BHBHID. Simeug wrjged Gevery” (Marshall Lerner) ald) Qawmu@Geugid op@Lb.



@ser sryewions BOF pamw C yeteflulsd FR GQupliu@w. FR @i Qurmisseueny ummrdgenm
uemBFbueled urTdHlienu gouhsHSTH. geaiaflsd weHHwW aumBule Hmeouih RHSSOTLLIG. SLEITeD
Brewiw  WHInEED STrewioms 1S GaT(H  aueOlIUMID [HFHTeUBHET HTT6IIDTS  IHLOTE O L LD Yr,
LB BBTHSILUGHRTDG. (Wigalsd Brewiw wHUnEsD sTyemors BOF Gar@® susoliymd Grréad
bEGHD (PpIm FHensaeno FwoBlemevenw C yeaTaflulsd oemLuw. @miE,

GR - Qzwmimer Simmal
MR - gyeney Geupipaieieng)
FR -Gswmn et suruibss)

Brewil  elfleuresssd GameTenasulle (psold Senaalelsn cpsosmest BaJaler (Some Capital Mobility)
(peold eteileumml FPlw Hpbd QuITGaTTSTISH0 QFuOPDeT euTwihesTe UGMDI BTl LTH)

aigmIBeT QFwDLBSang eaugemen UTFiGuTLOTuieT,
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@D (pevHeT BB clpevld BTewiwl alfleuTodsed QHBTOTEMS DI(PEVTHBID STJEIIONS LW BIFLDLIGD
aFsflss LM Car® eusoliymd maihEH UHw Fopemeo goubd. @pbmlensoullsd 1S=LM oy @ib.
agTeugl IS, LM gwiu@w. opemmed BOF gyeng) gwoplemey sienLwingl. @pbmlensoullsdt MR GQuplini(io.
MR gwoiemeowns @meG0LEUTH  OCFeaind) Bleveneal UDDTHGMOWITS S(HLLSSITED,  [HTEHIL
sFeriser yHu sfsenalsomes LUHDTS Gemmenw! uUTHETES uTflweraleomen Sterilisation Gauiu

Gouswi(hlo. @Hement FmTeMliLsDNEG OeuelBTL (b QFTHHIGHMEN GHMMES Gouewi(HLD.



GR Qametenasulst S usmBlybusd ailpsdd enLujb. Wewi(hd LenpUl FLOFBENs0en! DenLUD. SEIG
U OBTTNS (PIpmOWTE QFUHHMET DHDOSHTE B([HHGD. BHeneowlmer BHrewiuioTHn aishHemnet
Aesruppid Br@ usmialflourésed Gasmatensenw gnUbsHdHaimed GFaiod) Beemauulsd @f UlererenL eneu

JOUBSHSHILD.

GR Qametenauiesr &S umflu upprs@Gampwrersl QUG Brewiw wHAIIPSsHHDG B HFOFOMID.
8 IS Garigmen eaeolypd BEFHSID. yHw swplme FR Gupiu@Go. sisteug 1S, LM, BOF,

Gar shFHaa C ysiafulsed FR  GQupluGdaims. @miE
GR - GQewphper SiHmsI
MR - @reney GQewpiimaeisng

FR - Qowp Hpsr euruibss)

et cpeusen  semaajeien  Gumg (Perfect Capital Mobility) mmewiw  elfleurdssd  Gasmeitenaulest

BrewoTOn aiGEISeT selsurm QFwmubdaiper een GCBmohdsr,

euM»IULLD - 3

A
% i
S
r* BOF,
| I
I
| |
| |
IS,
| | 1S, :
| | s
YT, Yr, YT
GR
rd<r* E:p:q;g] (FR)

r*
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prewiw  elfleurdsd epeold yHw  FwBlemev B yetefuled SwoneissliuGdaing. Bbsiistefuled
o2 eaMBTLH auleaisw FTauBss el yeissdmer oL GemmeuTs SHUUSHITED 2 6THTL g slalals



(euger(pld Bmludlevensv. etenBeu Wemio MR, GR  etssiuenr A yeieflenws GBred) BHaHLD. B601T60
FR @er Gumgl OFeiod Meveneull upmrés@Genm goub. Brewiw Quuind @méEsb sryewions IS
Gasmh eusvliymd BaFHH C yeteafuled FR GQupluiw. @miE gomiwd sHsfss SméEGod
efsfwenLba IS Cam@h eusoliypd BaFHAIDEH. FHTeougk IFF GCoogem 6l GFwmHuUBHETDG.
8mie

GR -QFwmPimeT DD
MR  -Gewpiper Simmai
FR -QFwHHMET UTUIHSHS!.

BRI  [FenL(wenmds Qsmeitenswile GasuimSlmedn
L L_ 611 5 ST

) ) GR -GFwmmimsst Symhmsl

UEAW apeosen maieu” MR cgreney  Gauwbmimesr

(Zero Capital Mobility) ™~_ FRr B

_ . . __—GR -GFEwmHHIDST  DIHDSI
@4@3&6}46“61‘1 cup -‘5—55""-” ME. -grensy Geuwimhmlmesr.
(Some Capital Mobility) ™~ FR -Gewumslmer  sumuis 5.

GR -Glwmmimsst  SyDma
LLT6esoT  fupsugent  smaFeyp—— MR -GFumdimsst SymmE
(Perfect Capital Mabilit}q\ FR -QFwnHHmET  suTUIHHHI-

@ams OameTenasuiear GFwm Hme

@emmasosTetemasuler QFupdmer umm  MGsurorule, cpsugsen  BaTey WBeu (Zero Capital
Mobility) &eveons mMlemsouled mrewiw MO eismiEeiar QFUDHSHMET LIS
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Beopd OCamerenawnag Wsuppiu®Gw Gurgl o GFweid siHsfle@w. IS Gsr®h  suevliymd
BaBHWO. yHw Fomemev MR Qupiiu@. GR @enerll QuTmss eusngulsd (2—b) upprs GempuwiTeig)
LETBITOUMNeVES  (GMDEGWD. @ emed  Qeuefpml(h OCansgisser @Gmpuw. gearaisd GG
UPOTEHGMmD  STELUUBHOTGW. @B sryewionsd LM opengl SLOYDD BS@HLD. UHDTESEGmm
(PYOITE UDDTH (GMD GHMODhE Umpwl FwoFBlensw gmubd euemy @z GsTLjbasl GR  oyas
QuoiiuHLd.

FR @ement Qurmisseusny (2—b) uppré@empenw Bleujshd) Gauiw mreww wHIInssD HenL QumID.
Bsamed QeuelBTIged 2 6THTL (Bl QUTHLSEHDHETET almed GemmeusnL . @ amed GeusflbTigsd
2 eMBTLBU OuUTHLEEndEaTar BxeTel JHsfHGHWL. BHaMMe0 2 6TbBTlgsd QuThLlaeila 2 musd
aFHsfleG. @spemmed IS Garl opeig  Wewi(Hd ISS a5 oiFefle@d. Breww  wHINDESSLID
anyewions BOF Gasm(Bo sueoliypd Gmmed mosjousnLuwb.. @bhHaTe sefsr @myeuions  Wewi(hb
ey FhmBHEHL LHw FoBlmeoulsd FhHe@Gw. BH6 FR op@w. @mis,

GR - GQewupdmesieoensv.
MR -  ffw Qrwpdmes.
FR -  Qewpdpar euruibsgl.

Beond O&TaTenEUND (PLBHT DiMmFe| Gommaltad Rmeb@o Gurg (Low Capital Mobility) mmesoru
wrmm eismiseilar CFuDSHDST LS,



euenILLLD -5

™ 1

[

|

|
|
]
I
Iy
I
I
I
I

0 Y, Y, Y, Y ¥ri-
(GRYMR)  (FR)

@oms Careims elflurédsd srjauors IS Car@l e Crroad BHMD. @FHET STJawILTS Y,
gwplemeouied GR Quplin@Gw. GR @ement Qurmisseusny LM oueig @LIUSE0TS ha@HD. SSHmed
Yr, @60 oswplme SLuh. @EEG Sops OsTaimawnaigd  GFuMSHmaT DMDH LS.

UDOTEHGMD SHTTEUIOTS LewBIJLed Gemmeuget sryenionsBeal LM Gasn®h @Lw Curéd masihal
GR OQupiuGAemg.

FR @emenl Quimisseuenguied @ewmsd Oameiensd LWemaTsh SHHUSTE STeulLbGESIDS. HTewiw
wFiipssd srgauiors 1S Carlh opmigl 1S, 9pe aueUUDD BSTOIMLBS (WHID FhMSHEHLD

Fwplemev semLwd Curgl FR opengl GQupluGdaims. @miE
GR - OGewpdpemma (SiflsTear QFwmmimesr)
MR - @reney Qeuwmdmenmerg

FR - GQswpdmemeng

@emmd QaTeTemaular S peugHar dmFe| Fnbsoms RmeG Bumg (High Capital Mobility)
brewi oy eigmiseiar GFwmdHmerTerg,
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@mps Garemas alflurssd sryamors IS Car® sueolymbd mawmw. Sterilised vewiemILGD. YT,

Foplemeouied MR GQuplu@Lo.

Blens sryemions QeueliBTl (5 CFTdhgibse FHsfléen. aamba LM Gsr@ eusoliymd majba LM,
BOF Gamliged Yr, @ GR Qumimib.

Wens sTyewions Brewiwll Qumiod 2 wije| GumOsmeaTeniu®Gl. Beamed GeuefBTLiged 2 6THTL (Bl
QurpLaeiler alemsowneig iHBHEGW0. 1B 2 6THTL(H QUTHLFHMS HMMEUHLUD.. 61666
IS Gan(p 2 6@ETad aumd (IS,). wibsiLear BOF CarGw @Liymd majhbs Yr, @6 FR GQupiu@io.

Y,=FR, Y,=MR, Y,=GR
Y <Y <Y, = FR<MR<GR

GR - agaw Grupdmper (BennE0sTeTands)
MR - wgdu Qeupdmer (Benms0sTsTend)
FR - 1&aD GmDHS CFLNHDET (RMBOHTETENS)

@omnd OGameatemauler S yyem cpeuger emaa| (Perfect Capital Mobility) ereueurm mresiwioTHm

aipmiseiled QFuUDHMET 2 6TenHTe BHTERLLGHSIDSH 6TaTUHMT DleubTeNlBuTomuies,
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FTouBss euleisd sTyewions | ewin @LHHO FoBlmen SmLwTg. @semed LM eusoliymid

baJoumLba UHw Fwomlemeoliyeieil R @ev MR, GR ereiuen SyomefsbasliuLo.

FR @emen Qummisseueny @mi@ Wmaswm@. seiBe 2 emprl(p brawwusHear Gumiod oifsfa@L.
@1 snyeviors 2 6pTL (Bl QuThlaensstear  GQeauslprl (hbes GCseral GHenmauenLub. &6
snyewions IS GarLmeig WewiGd IS, GBrésl @LOyDD BETIMLUD. FOBIEEUITEISH LTI

FhemGHBEHD Folupw.. M @ FR openg GQupliu@io.
GR -  a&mwene QFwmdmest

MR - gnpwene] QFwmdmes
FR-  Qewphdmermmgl
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@Bemps GQsmraimswilar GQFwupspsat I L euen et

UFFU  rpeuSsen  DiemFey

GR -Gl ) ) ]
(Zeero Capital Mobility) v FubIes %Imm%l
— MR -greney Glawmmimes
N FR -GlFumdmest  sumulinh SHEl.
FR>MR
< GR -siflsmen  Gauwimmlmesst
P MR -premey Glauwmmlmest
SiEnsapien  apeo b FR -GlFwmdmen  sumuin SHEl.
(Some Capital Mobility) GR<=MR<FR
/ GR -GQFumiimss  Sniguis)
— MR -greney Gawmnlmes
FR -FAmlxmemey GauwimnaSmest.
FR<MR<GR
/ GR -Falgwisney GFwmmimesst
STEIT  (LPEUSST  HMEFN MR -gniguwieniey  Glauwmniimesor
(Perfect Capital Mobility) ~~ FR -GFELUDIDST  SHDS.

Guom Fpuu’L Gwwrdfluymeler elenssdhdar Uy HTawws QBTETMHUIN SHTTEUIOTS  615HHMEHLI
(euHe SienFalet S QBAPL BrewLTHY AISOTEIZ Blensowme HIewil THN eisdsHemaraiL
FwphdHmer auTuIbHHTHC6  HTewIILBSGIDGEI.

LTt epeuge  oiemnFeailey mrewids OQ@metensulst S OpAud mrewwommy eisn  Wsean

QFwphHneITes o_eteng.
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o @oms Oamaimauls & GHoobhE cpeuger  smFalso (Low Capital Mobility) Op&upwd
brewioTOHn  eisworaigd  Wsad QFumHADeET aTUIHSHTEHOETNE. DISHILT  HeneoulTe
BTeuIomTOm s GHenmeuren GQFwmHmenssid GaTeni(h STevlLbBEEINSI.

o Qs Oametemaulsd  gniguieney cpeuger  smaalsd  (High Capital Mobility) Grdlww
BTeUILLTOM iFSTagH GHmnbhH CFUDIHDMIL ST STERILULGMBUTED [Slen60WITET  [BHT6IUILT D)
aBLoTang| gnlgwiene] QFWMHAMET aUTUIHSSTES SHTewILILBE GBS

*  GMDHF (PVSHET BT T Benmd CaTaTemsUD, HTawiwd QHTaTensud QB HTEBIULILTHDI
eissdear  Sp CFunAnar o elnsTes QHIIHIMH. 6BGa @m FPw  Hwbs  Cuiflerl
OQurmenmasTy  QFupdpenidEd OpHepd  BErTewwwTOm  eiswreaid @HH  Henevenoulsd
alHLUSSESSH G, BMHHES CuTHaid saBeonear cpoga msaLeamer (High Capital
Mobility) el p&0&ETHSHBH0 SIEIG STEILILL6OMLD.

o gl (Gl mFaled, Qemmd OCsmeTmaswneaig OBAWD Hrewswwmmy aissHdHer S
LWITDOEl. Brewws Csmeiensd QFUDHIHDOIODS. 6IS@ID 2 WIhHS (PSR DmF6| S(HHSHT6D
preworTOn  eissdar Osfleutars absl Guflers QurmenTtaTy OameTendmuw  LISTLDHDIFH
eTeTUe0 SIS B GHLD.

aeiBou @evmiena Gureim @ FPw Hphs CUTHNTSTIL PSIWMMHSTEHT Hrewiwd QoHTeTenNsd REHMEH
Qametenad  eaiueummer  CGFwnHmenen UsOGMILLL (PSR  DmFaTID, [HTewiLl THM 61
(wemmaseien Supw Uik QFWsNE@ wemiLed - Wemwlim Gsriuml B  wrdf uweuGHSUUL (BeTeng).
@z Fdlw  Hobs QuUIHTHTIL, &nel, elensv elaluaT Bensowmeaienel, ealligaisd  UmPlw
a@flunjsend eaiuaT  BeusisHe0  Oasmetenmenio  Gumety  ei(hCameflenen  ewaswWmewiL  GUITSHID
Gawisiedilenw ol GeusiBGoum UL epeuSHer SiemFaiaib, QeusiGeumiul L BrewrwTHY aiGmEISaTID
uenIEQBTeTem®E, Remmd CBTeTensd eaUaauper CFwmdHnenet P UEITFFHmS, QUTHLFHND,
IBHWF CFeomeusniy FHend slaUaeuDNemer Renewiss FPw QurmenTaTymIGaTler QFumEMenet
UG QFweausng WaIGaTHNSTLTEISTEEM STavILGE SIS
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