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ABSTRACT

Two policies toward payments-system risk are common, but superficially appear to be contradictory.  One
policy is to restrict the exposure to risk generated by one participant to other participants who are, by one
measure or another, directly concerned with the risky participant.  The other policy is to provide a “safety
net,” typically provided by government and funded by taxes collected from all participants and even from
non-participants, to share losses due to “systemic risk.”  In this paper, we provide a model in which both
of these policies can be constituents of an economically efficient regime of payments-risk management.
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5Vwulfwo| vshdnlqj/ wklv vhqwhqfh ghvfulehv d gl�huhqw lqirupdwlrq vwuxfwxuh iurp wkh suhfhglqj rqh1
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lqirupdwlrq1
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i?��hL?4i?| _i�?i_ @ML�i� ì Mi}�? ��|� @ t�4T*i i?��hL?4i?|c ��ihi � ' i�c 2c �c ej
@?_ |�ihi �t ?L Th��@|i �?uLh4@|�L?� �c2c @?_ � @hi |�i itti?|�@* T@h|�it @?_ e �t |�i
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7}�E� � E@4L?} itti?|�@* T@h|�U�T@?|t� M) 7}�E� � ' }�E�� uLh � ' �c 2 @?_

7}�E� � ' �� � �� �4@ i�7� c �8� j �

6�?@**)c �i }��i |�L t|@|i4i?|t UL?Uih?�?} ULhi |h@?@U|�L?tc @tt�4�?} T@h@4i|ih �@*�
�it |L t@|�tu)

)� :

�
�� j

4

�
�

�� 4
c E�2�

q4 :
�
s
2 c 4 :

�
s
2*2 c

��ihi |�i �ht| �?i^�@*�|) �t t@|�t�i_c uLh i @4T*ic �u )� : f�S� ��i? j ' f�b @?_ 4 ' f�H�
W| �t @*tL t@|�t�i_ ��i?i�ih �i �@�i )� : oj4� A�i tiUL?_ @?_ |�i |��h_ �?i^�@*�|�it @hi
|L i?t�hi |�@| tiUL?_ hL�?_ |h@?tuiht @hi ?L| |LL ULt|*) tL |�@| |h@_iht @hi �?_�Ui_ |L
4@!i t�U� |h@?tuiht�

�hLTLt�|�L? � � ULhi |h@?t@U|�L? � @*�@)t tTiU��it t|@|i UL?|�?}i?| |h@?tuiht� � |)T�U@*
ULhi |h@?t@U|�L? � tTiU��it |h@?tuiht t�U� |�@|G

� �� : f uLh � ' �c 2c �c Dc � �e ' f c

�8� : fc �82 : fc �8� : fc �8e : fc �8D ' f c

�7� ' �7� ' �7e ' �7D ' fc �72 : f c

�S



�? ���U� U@ti UL?t�4T|�L?t @ttLU�@|i_ ��|� |�i |h@?t@U|�L? @hi }��i? M)G

�8
2

�7
2

'
�8
�

�7
�

' oj4

�8
�

�7
�

�
�
�� j

j

�
�

�� 4
: oj4

��|� i^�@*�|) �L*_�?} ��i? }�E�� : f

�8
e

�7
e

'
�� j

j

�
�

)�4E�� 4�
� �

�
:

�
�� j

j

�
�

�� 4
�
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