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AU RE L —FRT T 245 E & T 50 2 B % & R
WIE R, BART A REERLSER TR BHERHARITER
BAREBCORHER, B, RHBROBHBTHIBE #EmABES
RERTFHBEEHRBTH AR T Tk T REER B AZEM, KA
X FF R B e R B E R 69 B AR AR YR E B 048 T, B sk
TARE R —RENERBAZAEMN, ZREEMOTERBLEHF AR
B R T HPTLIAARE T H A ML, PAREH, o RIATEE R TR
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% <2l R L A B B SR AR I (ERHE, TR A

1. i éﬁ

19974 7 A, RKBIZ 16 T R m i el R &, BRIt — e in
Z JE\ P 5 B SR R B (R I, S T s B BN R T 85, (RS 2RI E e E1E
b TEEINE R BRE . 38 R < Rl R R FE 43 B HH A B AR VR A 2 R
ml B b A BIBR A%, It o R A3 B [ Bk B e, TR B B A B B A v
HISZ O, MER R 2R B RIRERRE, 1 e EE A E S, M ERERFE
T30 & W H R IE R i 2R REIEE . BREBIIMNE R EERE . —, B
B AL, SR AT T THI 1 B P < il - B S PR P RS2 B T SR T SR ARG T (A
I EMEREEE . RE TR RS ) 252 s TR IIRY H AE (TR 25 H
SCYIEREE) . (EE G E B TG 2 E B/ N B BOR E it &, TR E
b 5] % <l - B F -, TR A1) 57 5 1Y I =R [ R (exchangge ratte band DU#E
R E B HHRITRE [Miller and Zhang(1996) ], XS &M & Ry ik & Rl
FEBIRRLE ZIRA AR,

EYNIERIGREAS (1998) 84 Ry [k 72 17— ([ /)N Bl B TROHRR V5 2 2l A 3 o A
YRR ik o 7 T IR B A/ < R R 3R 1R, TR B SR B R M SR T Y ST
Fy, M ARAEAH BRIV 22 [F]  [FI Y B RE SR RE I %, S B PRET L 8R 1T B S [T
ST TS YA E R R, B B E R #E MERITRIV2 %, HZ R
BT e T B PR < R T R U AR R (1) MERE MR B I B SR
& (2) 1R HERAE R ey /K YE (RIS REERER), A2 — kg, KRR
TARGIETEA " &8 B EERKE R, BRMERET R —/KHE
PAARAITT, & Hry R 77 U2 5 € —{E =R H 2 & (exchange-rate
target zones, H.5 .7, BIE%E K17 THSME 785075 R (R AR RE =R it Bt _E [R[HE
=X (upper exchange raté; |5 ME3R (lower exchange rabes] ## £ 7Y & [t (band)
IRF A A SNHETH 35 E B I, SRR =R [B1 15 & [ N B 7K HE; 25 A, AT i -
RAE SN B B i#E) [Frenkel and Goldstein (1986Krugman (1991), Krugman
and Miller (1992) #& & & (1994,554< %% ), Svensson (1994)]

"EER E R R T B B < Rl B R, R [E I8 B AP SCEM Z —

77 BE R SR BV Y B2, EHE Krugman (1988, 1991 . fihiih& T [RIE2HIFE
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B> T8 B 5 A SR S R A SR E A R O, (RS RRE T R AT RIRE SR
HARE TR R ME R B L RTE A, Mok BT e =R H AR & HY 22 E DI Reti &y
“E HRR” (honeymoon effect, #&#EHIETZ&m# [ 35241, Klein (1990), Flood
and Garber(1991), Miller and Weller (1991), Bertola and Caballer91992), Del-
gado and Duma$1993), Svensson(1994), k& Beetsma and van der Plo€d9998)
] LA Krugman (1988, 199 fR AL BE AR, e B AL { J (B IERIBHFE TAF, H
#AEHRFEE Krugman (1988, 1992 & AU iy — (it [Fl{E 2 =R H AR & R B
ERIMERER. EREREEARERE T B8 E R R R s T
PG ANRT BT 2 8 8 W ME =R & [ DARE R W (B AN 2R RO RR e B AR ) RURIRE, 18
i, A FE B ERKIMERENEEEMFURE, £ZRA BB
Bl E ReETE — o ER B EEME, B, AU LIS IR RIERS
(1998) s B:ME, A5 Krugman (1991) HY[HE =R H R & A, 2k 2 B IR HE AL s
KA R B EA AN 2B BRI, 35 DIRERS 15 1 i B R < mhhE i 118
IRF, W& = ETTHE =R HAR & T SR/ N B R i e 2 () (B iEMI(E . &
. KHERE) FEIRETT R 8, EME B8 E /e K E KRR
TE WY E R T A{AT 35 7 HH ) e =R E R 6 ] o e 5 &/ R - TH 8 it B L 340 1 B RS
Y 5 (] ) 5 2, G HA FR G S [ HE T SO LB R SR & B 255,
BEHBIR L, R REEREHEEEISEZEZ ][, Sutherland
(1995) L {H i Y E HE SR B IZ B ME SR B AL IR IE R E . 125,
KR R E R g, fEY)EZRE A NMERETR T, A &8 H T ERE
[F)17 7 18 ME R B, S HH AT 18 B 0 S e R IR 1 [R) V2 B R =R 1) B Ry 2, 17T
TR 7 5 (] IR L B R R R T SRR FE Y. R Sutherland(1995) B
St EL R A ] Y = 1] 2 O 1) {8 28 S R SOR B/ )N, BB T 5 L G 28 M R Al e i 5
I R H AR [H YR € [, Miller and Zhang (1996) 52 5 — R B R AR R 2
Ao H AR ISR, Tk T ESRKYERE ) WIE M AR Krugman
(1988, 1991 HyfifE =R H A1 fRAY, £ 17 2 17 — PR e 2R H 1R W ] ) A sl A LR
AU, AP E R 8 B9 SR AT SN - FE EAS B i MU SR e 22 SE T RO ET R T, A
Bl REAR &I 1 {5 (EL pAI[F] (value function SKAEJT =, AT DLSKHL— i H B2 & R Y
HH 1 fi# =, (explicit solution form) , Im (2001) HI|{& 2= Miller and Zhang( 1996) [
FITHERFEZER T "HERKERE ) WEE HEZNEREERE 1%
i EE R T 1 B R FU o ) R R e Bl A, TR T 7 [ P 5 R R R T 3R Y
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FRIE . MEANASCEL bt iy = SRR B A B e =R B AR & I FREY, (HAS St
Sutherland (1995) ¥ — 47 #h F 1F ¥ 5 & 5 1Y FE =R H AR & [H AY PR 2, Bl Miller
and Zhang(1996) & Im (2001) #H#& Al A< SCBAHE & T A8 7 e R A RS =, 1
H sk fige 75 = AR A G A% 5] JE 0 Y B B AR 7 15 SR S8R [ 140 Turnovsky (1979)]
BFRATT 735, 32 A AN K R 1 A B T ) B R 1 L o [ Y R B ol B
ARG REA R R B AR E SRR R [FE 5 S (1994, 55 8% ], Eth T
i I =R E R ) o o R T R

AR RS & E N IR AEAS (1998) K Krugman(1991) HYREAY, &
IR A AT R R H B AN SE 2L BRI BE RS HE R A, MOR  IT I AR ZE
. EB=ETE T 1T E e =R B AR & T SR A R R R 2 (R 2 8, ST
PR AT e e HEcE A ME R HAR & . B8 VYA R R A S E BRI R TR

2. IEWZRE

AR L AR IE RSN E TS MEmE. B8 HE. SMETS
KEE e B R E S BREYSS BN T 5. B T (Ll R, AU R e R Y B
PR < R T2 5 SNHE T 855, BIVICt (B2 & 5 [E SN T 35 X A 1 R SR B 34, 1
TERE R B R PR B 3 TS AZ 1, SR L TR SRAUHE i s " BERERY , (stochastic
SRR R AEPRFR MR E BN T K B <R, (EE A HE =R R (E AR Y
FHIERAL, b —FHEEANEERIAERE, AW E FIIME T FHIE
HE g E8YHEEKLHOREIEE, AL, IMREERZEM IR Krugman
(199D HURE R H R E: A EL Dornbusch(1976) HYRE R B G AL A, H2
B R EANIRAEAS (1998) FYB ER AL, Sk B AL R —EART e 2B Bl
LA H AT B /N Y B ASGRE o e P E SRS, 38 (8 /N B RO 17 i SR P LA
FHLAT 28 R T Al AR

ye=oy; —oig+ B(pf +er —pr); 0<a<l o>0 pF>0 (1a)

my —py =YY — Aig; 7 >0, A >0 (1b)
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. FE(de
0=5(p2‘+et—pt)+k<zt—zf— (dtt) —5t>; k>0 (lC)
yi =s(pr—er—p;); s>0 (1d)
o E(dzt) - E(dZt)z -
ddy = odz, i =0, L =1 (1e)

EHNEEAF, BT ARBIFIER (i) . SNBIFIR (7). KR (1) DAAN, HERAYE
A& LLE AR B FEIFRR, FRERRER S AT g = R HZKYE, pf = E LG
HNIB(ERE, er = HER (DLBIWE RRHISMNEERS) ; pe = KRBIKSLHIER, my =
HEEBEB M, 0 = ¢ FEEEEAI PR S RPEHE T8, E(de;)/dt = FERIITE
HAsES,
R (o) R AN B s dt i 3B B s thr for i, 5% =A% 8 AN B V) (E ek T G e S 20
{a] R B A 2R HEEAG S R e HHFE SR [ L Aoki (1985)]. = (1b) i iy & ¥ T 1Y
R, = (o) m SNETH ST et P RERETH#E 0, HBIRE
A, B B E AR B AT e 5 (3 Y B PRI T8 (Bifa k), 5ok, 2
ok EABEIRRE, & b — oo Al i EATER KR E 56 2% &), KA
NAEHR T, = (1c) #1158 B Dornbusch (1976 Krugman (1991) HYE% &
FiEe R (1d) Fofd & 4G A B, 3% AR A AR 4R 2 PR BUE 25 Bh TR K R B2
55 B b bR B e 55 Bh TG RS o (R P HE VR T 15 HoHR, 25 BN TR SR R BLAR
DA BEY)ME SR BB L& 8, 1T 55 B o B 0R L — e W) (B K HE SRy
HE L&MW [ A Salop (1974 J Purvis (1979 HYFEHHERT ], =X (1e) (R K
{i Krugman (1991 H e =R H 1218 SCRR, 3% € o B 8 —FEi &4 (random
walk) Fy I =, Horb e BT & — 1 ¥E iy A7 B 3 Bf (standard Brownian motic)n
1712, AR 2 BBV EER O, SN 2 B BRI RN 1, ¥,

Y E T R ETIR T, S R E R T S R AR IR 2 BRI A S, R, 5
(B TE A S B0 7 5 s =X 2 BRI O O W R BB B i 0 5 12, INEE (R 15 SR R R R I FE 1T Ry B AL, T
L P SR T 41480 B ) L 1 K o SR B M T 35 L A 88 (hyperbolic) B & EEJEA& 1 (highly nonlineay
%, A0 Klein (1990, 5 764) TS, i5 0 88 B iR (2 1R A R B, 08 1 Y 15 7 BV ) B 61 e
(immediate intuitive insight, 2A%8 £ B i B & (numerical simulation, T3, 1 B R AI226%
T FATETE o R H A m Mg AR —mE IR A EN (2R (26)HF, Kim ik

T KRB (2 1 o A R R A B R e Y R R, ME b, FRAMTAR I B 2 B REE =R B AR & S
)§k ( Sutherland(1995) , Miller and Zhang(1996) , & Broome ( 2001) fi§, i #d & 223k 3% E F 1L
i1k, (#E3 ERE T K4 B AR E .
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FEEC (Le) ATHEANS B AT 2 o, (EB BN AYHHE(E R O, B REUR o2,
FHIR A S B BITERR 731 & W8 & o 1 T il B B < il i e - B I, 20y
B A N 3R E AR DU R E 2E R BOY (U B e TEEA B A,
i A A2 S K EIAT B B AR BUR T B R R 1T Ry B A FE R A 8
&5 ek 8 2 [ FE R 8 (reaction function, = (1a) 2 (1d) B[ /N2 B iR
ERE RN RAMEET REE, BT EERFRE R, RIHEDCEE B, 2
pi =iy = 0, ] CramersgZAll, £ 5 (1a)-(1d)A] A4S LA N By~ = (semi-

reduced forms:

. [Eifft) +a). (22)
 k[s(1—a)+0) [ E(de)

iy = FERT QT ), (25)

o = mu+ b+ A 0. (20)

=+ mm(lAa) + 590k [E(jft) m] , (2d)

HHFA=ks(l—a)+B(c+k)>0,A=[0c+B\+s\N1l—a)+ syo]k/A > 0.

3. BB

31 RREHREITA

H= (2a)-(2d) &1, HEMERE TR E) AT DUS#E, BIR] KR5S H EATHE R
(true reduced forms 5 2, 7] DA1S A1 K A% H EG H R & TSR0 A E]. 1E
HEAT B S FE pF1 [F] SR i i BT, B R B F M E LA E R K

(1) Krugman (199 fi & A< B i o B T i B Se 2 AR (B — o), T B AE]
EZF ESMNRE TR (R e 2L (k= o0), B, 2 (22)-(2d):B 10 Ry

Yt = Oa (38-)
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) E(de
o= 2 1, (3b)
E
e = my + Ao+ A (Zet) ) (3c)
E(d
Pt = My + )\(St + )\ (dtet) = €. (Sd)

7\ (3¢) Bllfs Krugman (199D AV BRSE S, EFR/RER T HHEEE (market
fundamentalm, K 0, &G 52 BERE=RIh, B THI HE =R A 2 By th & /o 5 HE =R
FKHE; T AP AT AR, 2 (2¢) F bR H R YRR S =L, i HLEE Krugman
(199D IR AT — Mk (L.

(2) RAT[F AT H R SR BT TR R Ry R E OHED 5E BHERiE 3 E
R CTEROFESR e (e) Ky, RATEEIMETHIME () JNE, FERE ST
R _EBR CRIR) MESR/KAE; 2R1, SR BRRER TR . T PRIE =R 7] 1o LAY W [
W, RITRANT ASMNETTSHE S, (EHERFH, B (20) T4 11T
FOESTEY B T IRMESREST T3, w2 m 89D . B0, DUHERE H AR
W, {HH EARE A, m QURF LA B, B—Ih L2,

ER (Le)AYRTHE T, AR (20) B AT A DAHERS FE 3R FA B AR R A iy — %
fi# Ry

ey = my + Aoy + Ay exp(u1dy) + Az exp(—pady), 4)

=it s B Ap BESIRBE, in = \/2/A0 > 0, Sk (4) B (20) LT 1
1,58 (4) 9 s explyund) + Az expl—nd) L2 (20) KA FIEERA R I
BB

RSB ST FIEAR S (@), E T RS T E B
BB T, SRR (5401 T
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B B < T B B A B R R R (BT IRHE, TR CHE )
e O > S+
€t = my + A(St + A]_ eX[X,ulét) + Az exq—uﬁt); é+ < 5t
€ 0 <4

5 ®)

IN

Frfr 8 B § 43 Bk S 1T 55 B SN B B M FE R FERY 0 B, 87 B2 8 43
ARy & WA TS IRAE R AR RRAE, 0 e 0~ 43 ARy 0 B9/ R PR (B K Ao i PR AEL

AR RAMVEEHIE B E AR T Ry, AR EREH A1, 42,0 K
0 WIS E(H., #{E Krugman(1991), Flood and Garbe(1991), K & & & (1994)
BT 2RI A, B PR AR AR R O S SRAT IR _EFR . PR RESROK HEFE S8 H.
R /N T FHAY S 1 AH B2 f5R 1 (smooth pasting conditiomr] DLE B H A 3K 1552
BEARAE, BRI, BRAER 20N [ 7

€5t = €5, (6a)

5t = €5-» (6b)
5 _o (6¢)
ds, ’

des o, (6d)
do,

=\ (62) Kz (6b) UFEH BRI, U (6¢) K (6d) HIRy~PrEfH B2 R 1
K2 (5) 2 HIUAZ (62)-(6d)A] 15

€ =my + A6 + Ay exp(pid) + Az exp(—pu1d), (7a)
my + AS + Azexp(pad) + Azexp(—p1d) = e, (7b)
A+ Agp explpid) — Ay exp(—pad) = 0, (7¢)
A+ Agpgexp(pad) — Azpg exp(—p1d) = 0. (7d)

Ry T AL R, BAI058R Krugman (199D Y EE, HARE HY_ERR & TR
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[HE SRR HEGRATRE Y, R € = —e, URSHA] me = O; 21k, HH3A (72)-(7d) AT

i=1
F

A= —Ap= _ <0, (8a)

§=-4. (8b)

2 (8b) FHEFHAM, FERAW] my = O BYMEIE T, AR BT AY R K T R IE R i
AR PR T IRAYBE R MR T 5 R 2
K3 (8a) R (), A3 IR A AR IR H AR Wk P A O REE R S AT Ry

er = my + A(St + Al[exmujﬁt) — eXF(—,U,ltst)] (9a)

e, Ale0s) — exel-pus)
A o) + XD .

gt (2¢) B2 (9b) AT HEA:

E(de;) _ [exp(j16;) — exp(—pady)] (10)

di pua[exp(—p16) + exp(pad)]”

K3 (10) fRAS (2a) L (2d), T T AEFS IR HE =R EARE T o1 T, SR AR
HITT R SRR 25 HHER P (B B B 73 BIA0 T

__sko sko  [exp(p1dr) — exp(—u1dy)]
A N palexp(p1d) + exp(—p1d)]’ )
R BN+ sA(1 ; a) + svyolk 5,
_[BA+sA(1 - ) + syolk [exp(pade) — exp(—pady)] (11b)
A palexp(p1d) + exp(—p1d)]

HFI AT LA (9a). (11a). K (11b)HIASRFEIMPRITE I . & Ierlam
HERAYE R, IRIEF (9a) AT RIHE R AT E B HFER 5 EE (KRB m = 0)
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% <2l R L A B B SR AR I (ERHE, TR A

T RESRATERTR B AR, L FE SR TR B B S B R F, SR

AT 453 5 T S L IE A Oy /00, = A > O) FIBRAR, T L 0, = 0B e, = O %

17, FEEE 18— R LA, e ECR R B T B, SC .
FRB R (10), T/ A 461 S T 8 89 LA R BB 4

. E(det) -
B 22
. E(d@t)
a T T (126)
. E(det)
6t|—l>rnoo dt oo (120)
a |: E(det) :|
dt - [exm:u‘lai) + eXp(_Nlét)] < O, (12d)
oy [exp(p110) + exp(—pa0)]

2 E(det)
d [7& } pa[exp(pady) — exp(—p1d;)] <O #1856, 2 0. (12€)

97  [exp(u10) + exp(—u1d)]

FE, 20 (10) SRR A, 1R 6 > O RFMERATHI B EN B &, (2R 6, < ORFHER
W TR AR B R I, ¥, 78 1 TR DAHESS — R FEEA R TR R EC 47, i
T, 2 P S T 45 e T L T S0 b o 2 LA, BT 75 A P A A =R
LR, REMER TZ . WEZEROE A, EXEEE G REERNE
i, 7RE1EF 2 H %R (honeymoon effect,?

[ 2, RO ME SR R HE AP B, iRIB X (11a) AT A, A RE SR B THEA = 8
FERBHIFTHE T, K H B TS EE 2 AN (0y:/06 = —sko/A < 0)

2 ffAE Krugman (1991) 3 41, [ 3 2 6 B0 S48 A T S P 2 00 PR R 7 I 2 B SR T B4
E, (R H PR YE 0 R T RRTHEKUE § B, [ 3K TR S Bl B T S BE I AT 4R, B 17 4%
FEYTR (tangen) EFRMESR/KHE R FIREESRKHE, EZ, R m: = OWRTR T, TZ 1 £
FHEKHE § R TIRTHEAKRE § (RNERE, M5 /& RATHR ERR . T RREE KK HE ¢ 5584 H A%
BR/NTTERSE R A B . SR, A0TSR BERE T4 0 BB 6 B 6 (8 > 0 K 6 < 0) , HIRIRATHERF
HE =R B AR BOR TS T, m BB B RMERE ST ERR . T IRIERKHE, (1 HE =R i TR B B <5
A%, TZ 88 0 K 0 95y FESE FIRMESR /K ¥ | TIRER/KHEMES. HRE 1HE~Z 1
AR TZ 5% R 717 455 2 S A R TEL A e R ) 58 A, I T2 468 6 R & B30 53 Bl o A
LHYRER.
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€t
SC #%
| |
N
- . E
) _TZ%%_
8 : 0 J 5 o
AN
e’ ) )
ECH po'gg

1 iR E PR SR Y HE SR L

B 0%, IRILIE] 2 B2 HRYRERE T 5 B iR — B R AR B #PR EfR. 5
Sb, RS ME =R B TR BB 2 ok HH Y TR Bl EL TR0, (sko/A) [exp(pade)
— exp(—(16:)]/ palexp(pad) + exp(—pad)], BE FIIRRE: & o = O IR, FHHA
FNZF; 6 > 0, FHIIKIRE, 6 — oo, HIHBIT I IEETK; o < O, FHII/ N,
o — —oo, THRIEEIT X & HUHEEI A i B

o (FREAER 73 _ sko [exp(p1ds) 4+ exp(—p1dy)]

D64 T A [exp(u10) + exp(—pad)] >0,
0% (FEEAER 4 _ sko pafexp(pad) — exp(—pidy)]
WA (emd) ey 02O

BRI, FERE 2 PR DUHES — RS R TR AR fETT0, SRR BRI 5
L SR B EL TR bl o R EL IR, BT R DAHE S HE SR AR T 51 T B SR HH L
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Yt
TEHAHhfR
| 5
5 0 i %
TY &
FERE TR R

2 SR E AR BORATEE H HUE

B TY #%, A00E 2 [FRC e | R H R BCR IR T H R R R N
HYZE A B H BCRAITE .

HIHAEC (11b) B3 (9b) FT AL, py HITE B €0 YT AR, XTI P (B HI L
FEDUR HE SR BB, K T B R i BP0 FF B e, T i (E R E .

FEETTHERT & & R AN R 78 f ol H AR 2 HITT R LART, B — B /AR
AIACHF: A0SR B T e AR G K Iy, ME SR B & (A AR B o AT R
RERER, NIHH ERERKAE & > e, HHTTRERKE ¢ < e H
e = —¢. feimm, (MRETE R 34T, 3\ (8a) ) (8b) IS Ay

3 BB 2 (A8 e B Oy BURBRAS, 7 RIRTFHEKYE § WERIRE (S ) R FIRTFH K § iR
BRAE (OF) B, TY fivflR®, = (11a) kMR B EE MR AE HE S5, = (11a)8 6 85, o
18: (0ye/00;) = (—sko/A) + (sko/A) - [exp(uade) + exp(—padr)]/[exp(uad) + exp(—pad)]. #53E
RIS 6 =6 R 6 = &F TR, FTLUERL: (Oye/001)|; 5 = 0 B (9yr/000)|5,=5+ = O,
{HFE 6 > 0 R 6 < 0 B, RRITHSEREEEBCETEE T, #ERETR LR, TR
HE SRk HE, (M PR SR T B B R B, PR (2a) P17 HYE B (S BB S T L SR 0 . DRI, A
5> 8 R0 <5 WEY, TY SRAMRER —sko /A KIE.
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—A
pa[exp(—p10') + exp(pad )]

5 =-¢, (13b)

A=A = <0, (13a)

MHS >3, 8 <8 BRIL, R (13a) K (Ba)AI4N, [AY] < [Aa] BE. M, 1R
B3\ (92) ATR, BT AN G 2B 5EEH Yy, (EGZ B HY
BEIRIERT. IR [ALl<|As|, RTm B E 1 502 ITEIAER (EC" #0)
MBI F SR TR iR (EC 83 K15 ik, #eiL, RERER 5 2R (SC
) BT THER AR EC e EINAE, BN AT 15 (s ks B IE O FE R BB T2 4%,
ANIE 1 Fre o RS, RATHCR HARE R A5 S 2E R A I E A e Ff
T 5 iR R, 2 R P (E B Bt N

32 RITH&REEEEEE

E3E — /N, AT AT B E R A (AR E s A RE R H AR E . AR
E R E RHEERER A, S EIRE, WiEtR, B ERNE
AR RE R MY E kR ar HE B HARE 7 /1 5. 5, KR
TE RS R FER ARG DU 2 12 5 PE R B R e - 38 4 (0, = 0), 1T THEH &
B EANFAE [E(der)/dt = Of; WM, 3 (2a).  (2d) LRI me = 0 ATAL
y=p=0, itk SWE DI E b/ MEE T B mE AR I R [F]:

W) = Eo{ [ 1652 + (L 0)pf] expt—pt)dt} (14)

ZRRAA R (11a) & (11b) B FERAE], P 0 (AR LATRRO R TR E T2
&, (1—0) Bl SRATRI DY EREERE, p BITHET. EHE—EZ, X
(14) (B S AT HEE R T TR R A B A, RETEAI A = 0, B/
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ABSTRACT

This paper first constructs a small open economy model of a stochastic exchange rate
with imperfect capital mobility and a variable output, and then examines how an exchange
rate target zone affects the dynamic behavior of the exchange rate, output, and prices.
Furthermore, this paper investigates how the monetary authority determines the optimal
currency band when it wishes to stabilize both output and prices. It is found that the
monetary authority can determine both an optimal currency band and an optimal band
width depending on the size of intervention costs. Specifically, if the central bank does
not incur any intervention cost, then its optimal policy is to peg a fixed exchange rate.
However, if the central bank must incur positive intervention costs, then it will determine

an optimal target zone.
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