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Abstract: This paper analyzes multiple reserve requirements of the type that have been imposed by a number
of developing countries. We show that previous theoretical work on this topic has not succeeded in providing a
social welfare rationale for the existence of multiple reserve requirements: in the basic reserve requirements
model, any allocation that can be supported by a multiple-reserves regime can also be supported by a single-bond
reserve requirement. We go on to present extended versions of the model in which it is possible for a multiple-
reserves regime to improve social welfare relative to any single-reserve (currency or bond) and/or deposit-tax
regime. We demonstrate the empirical plausibility of our approach by providing a case study of Mexico, a country
with extensive historical experience with multiple reserve requirements.
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�ih) _��U�*| |L _L |��t �? @ 4@??ih |�@| �t ML|� h�}LhL�t @?_ T*@�t�M*i�

63Wkhvh dvvxpswlrqv vhhp yhu| uhdvrqdeoh wr xv1 Jrrgiulhqg dqg Kdujudyhv +4<;6, qrwh wkdw lq wkh prghuq

X1V1/ dw ohdvw/ uhvhuyh uhtxluhphqwv kdyh sod|hg d yhu| plqru uroh lq oltxlglw| uhjxodwlrq dqg prqhwdu|

frqwuro/ exw d idluo| vljql�fdqw uroh lq gh�flw �qdqfh1 Jryhuqphqw erqgv/ pruhryhu/ duh vlpso| ghidxow0iuhh

fodlpv wr ixwxuh jryhuqphqw fxuuhqf|1 ^Iru dq h{whqghg glvfxvvlrq ri wkh lpsolfdwlrqv ri wkh odwwhu idfw/ vhh

Zdoodfh +4<;6,1`

2H



+iuihi?Uit

d�o �@?UL _i �i �UL� E5i�ih@* )i@ht�� W?uLh4i �?�@*�

d2o �h)@?|c aL�? @?_ �i�* @̀**@Ui� �bHe� R� �h�Ui #�tUh�4�?@|�L? �TThL@U� |L �L?i|@h)

�L*�U)�� +i��i� Lu ,UL?L4�U 5|�_�it D�c TT� 2.b�2HH�

d�o ,tT�?Lt@c �@hUL� �bbD� R��*|�T*i +itih�i +i^��hi4i?|t�� aL�h?@* Lu �L?i)c �hi_�|

@?_ �@?!�?} 2.c TT� .S2�..S�

deo ,tT�?Lt@c �@hUL @?_ 5|i�i? +�tti**� �bbS� R�hi A�ihi �T|�4@* ��*|�T*i +itih�i +i�

^��hi4i?|tq� L̀h!�?} T@Tihc 6i_ih@* +itih�i �@?! Lu �|*@?|@ @?_ WN�NW�

dDo 6@4@c ,�}i?i� �bHf� R�@?!�?} �? |�i A�iLh) Lu 6�?@?Ui�� aL�h?@* Lu �L?i|@h) ,UL�

?L4�Ut Sc TT� �f�D.�

dSo 6hii4@?c 5UL||� �bH.� R+itih�i +i^��hi4i?|t @?_ �T|�4@* 5i�}?�Lh@}i�� aL�h?@* Lu

�L?i|@h) ,UL?L4�Ut �bc TT� �f.���e�

d.o B�L�@??�?�c �*Mih|L @?_ �@h|�@ _i �i*L� �bb�� �BL�ih?4i?| +i�i?�i uhL4 6�?@?U�@*

+iThitt�L?�� �4ih�U@? ,UL?L4�U +i��i� H�c TT� bD��bS��

dHo BLL_uh�i?_c �@h��? @?_ �L?�U@ O@h}h@�it� �bH�� R� O�t|Lh�U@* �ihtTiU|��i L? |�i

+@|�L?@*it @?_ 6�?U|�L?t Lu +itih�i +i^��hi4i?|t�� 6i_ih@* +itih�i �@?! Lu +�U�4L?_

,UL?L4�U +i��i� E�@)%�Th�*�c TT� ��2��

dbo a�4i?i3c +@u@i*� �bSH� ,�L*�U�L? �L?i|@h�@ �h}i?|�?@� ��i?Lt ��hitG ,_�|Lh�@* N?��ih�

t�|@h�@ _i ��i?Lt ��hit�

d�fo �L�h4L�h@tc �*i @?_ 5|i�i? +�tti**� �bb2� R�T|�4@* +itih�i +i^��hi4i?|tc #iTLt�|

A@ @|�L?c @?_ |�i #i4@?_ uLh �L?i)�� aL�h?@* Lu �L?i|@h) ,UL?L4�Ut �fc TT� �2b��e2�

d��o �@_�**@c +L_L*uL� �bbS� R,�L*�U�L? _i *@t #�tTLt�U�L?it ^�i +�}i? @* 5�t|i4@ �@?U@h�L

�i �U@?L�� �@?�tUh�T|c Bihi?U�@ _i �h}@?�t4Lt ) �U�ih_Lt W?|ih?@U�L?@*itc �@?UL _i

�i �UL�

d�2o �Lh|ihc +�U�@h_� �bbS� 6i_ih@* +itih�i ��**i|�?c �U|LMih �bbSc TT� HH��bf��

d��o +L4ihc #@��_� �bHD� R6�?@?U�@* W?|ih4i_�@|�L?c +itih�i +i^��hi4i?|tc @?_ W?t�_i

�L?i)�� aL�h?@* Lu �L?i|@h) ,UL?L4�Ut �Sc TT� �.D��be�

d�eo 5@?U�i3�w�}Lc w��t� �b.S� RW?t|h�4i?|Lt _i �L*�|�U@ �L?i|@h�@ ) �hi_�|�U�@�� W? ,�6�

O�h|@_Lc i_�c ��?U�i?|@ ��?Lt _i �@?U@ �i?|h@*� �@?UL _i �i �UL�

2b



d�Do 5@h}i?|c A�L4@t a� @?_ �i�* @̀**@Ui� �bH2� RA�i +i@* ��**t #LU|h�?i �t� |�i "�@?|�|)

A�iLh)G � +iUL?t�_ih@|�L?�� aL�h?@* Lu �L*�|�U@* ,UL?L4) bfc TT� �2�2��2�S�

d�So 5@h}i?|c A�L4@t a� @?_ �i�* @̀**@Ui� �bHD� RW?|ihit| L? +itih�it�� aL�h?@* Lu �L?i|@h)

,UL?L4�Ut �Dc TT� 2.b�2bf�

d�.o 5�M_�hhiU��L? _i W?�it|�}@U��L? ,UL?L4�U@ ) �@?U@h�@� �b.S� R�i_�L 5�}*L _i ,t|@_�t|�U@t

,UL?L4�U@t 5i*iUU�L?@_@t�� W? ,�6� O�h|@_Lc i_�c ��?U�i?|@ ��?Lt _i �@?U@ �i?|h@*�

�@?UL _i �i �UL�

d�Ho @̀**@Uic �i�*� �bH�� R� wi}@* +it|h�U|�L?t A�iLh) Lu |�i #i4@?_ uLh ��L?i)< @?_

|�i +L*i Lu �L?i|@h) �L*�U)�� 6i_ih@* +itih�i �@?! Lu ��??i@TL*�t "�@h|ih*) +i��i�

E`�?|ih�c TT� ��.�

d�bo @̀**@Uic �i�*� �bHe� R5L4i Lu |�i ��L�Uit uLh �L?i|@h) �L*�U)�� 6i_ih@* +itih�i �@?!

Lu ��??i@TL*�t "�@h|ih*) +i��i� E`�?|ih�c TT� �D�2e�

�f



�TTi?_� �

�hLLu Lu �hLTLt�|�L? �G �t �? |�i ThLLu Lu �hLTLt�|�L? 2c �*eR� ' �*R
�
@?_ C ' eC �4T*)

� ' e�c @?_ |��t i^�@*�|)c |L}i|�ih ��|� e-
_
' -

_
@?_ e-

6
' -

6
c �4T*�it ew ' w� 5�?Ui ew

6
' fc

e-
_
' -

_
@?_ ew ' w �4T*)

ew
K

e-
K
' -

_
� E�� w�-(

t�?Ui ew
K
' ew ' wc �i 4�t| �@�i e-

K
' d-

_
� E� � w�-o*w� A��t ti||�?} uLh -

K
�t ui@t�M*i �u

@?_ L?*) �u d-
_
� E�� w�-o*w 	 -� A��t UL?_�|�L? ��** Mi t@|�t�i_ �g - : -

_
c @? �?i^�@*�|)

���U� �L*_t �? @?) M�?_�?} t|@|�L?@h) i^��*�Mh��4� �

�hLLu Lu �hLTLt�|�L? 2G W? @ t�TTLh|�?} t�?}*i�_L�M*i U�hhi?U) hitih�i hi^��hi4i?| i^���

*�Mh��4c �i 4�t| �@�i eC ' C @?_ �*eR� ' �*R
�
� 5�?Ui d�Ef� n�Ef�o*R� ' ��Cc �| uL**L�t

|�@| �i 4�t| �@�i e� ' �� A��t @?) _�T*�U@|�?} i^��*�Mh��4 t@|�t�it E�� e-
6
�� ' Cc @?_c

UL?ti^�i?|*)c

e-
6
'
��C

�
'

�*R
�

�
�

�L|i |�@| f 	 e-
6
	 ��

W? @ _�T*�U@|�?} i^��*�Mh��4 �i @*tL �@�i

-
R

_ ' E�� ewR6�-n ewR6
e-6

@?_

-
o

_ ' E�� ewo6�-n ewo6
e-6

��ihi wR6 @?_ wo6 _i?L|i hitih�i h@|�Lt �4TLti_ L? |�i ?@|�L?@* @?_ �?|ih?@|�L?@* M@?!tc

hitTiU|��i*)� W| uL**L�t |�@|

ewR6 ' w6
-� -6

-� e-6

' w6
-� -6

-� �*R
�

�

@?_

ewo6 ' wK
-� -K

-� e-6

' wK
-� -K

-� �*R
�

�

�

5�?Ui d�Ef� n�Ef�o*R� ' ��Cc �i �@�i

d�Ef� n�Ef�o*R� ' w6-6_
RE-

R

_� n wK-K_
oE-

o

_�

��



@?_

d�Ef� n�Ef�o*eR� ' ewR6
e-6_

RE-
R

_� n
ewo6

e-6_
oE-

o

_��

A��t �*eR� ' �*R� /
ewR6

e-6_
RE-

R

_�n
ewo6

e-6_
oE-

o

_� '
R
�
E-3-6�

-�3�*R
�

w6_
RE-

R

_�n
E�*R

�
�E-3-K�

-�3E�*R
�
�
wK_

oE-
o

_� '
�*R

�

-�3�*R�
dE-�-6�w6_

RE-
R

_�nE-�-K�wK_
oE-

o

_�o� +iU@**�?} |�@| � ' w6_
RE-

R

_�nwK_
oE-

o

_�c �i

�@�i E-�-6�w6_
RE-

R

_�n E-�-K�wK_
oE-

o

_� ' -�� �*R� @?_
�*R

�

-�3�*R�
dE-�-6�w6_

RE-
R

_�n

E-� -K�wK_
oE-

o

_�o ' �*R��
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-
R

_ ' E�� ew6 � ewRK �-n ew6 e-6c

��



-
o

_ ' E�� ew6 � ewoK�-n ew6 e-6

� ' ew6_n ewRK_
RE-

R

_� n
ewoK_

oE-
o

_��

A�iti i^�@|�L?t UL**iU|��i*) �4T*) e-6 ' R�*
ew6_( |�i �ht| |�L i^�@|�L?t |�i? �4T*)

ewRK '
-E�� ew6_� n _oE-

o

_�d-
o

_ � -
R

_o

-_

@?_

ewoK '
-E�� ew6_� n _RE-

R

_�d-
R

_ �-
o

_o

-_
�

�L� ewRK ' f / ew6 ' -�n_oE-
o
_�d-

o
_3-

R
_o

-_
� 5�Mt|�|�|�L? �?|L |�i i Thitt�L? uLh ewoK c @?_ t�4T*�u)�

�?}c )�i*_t
ewoK ' E-

R

_ �-
o

_�*-�

A��t ewRK ' f/ ewoK � f� ��| ewoK ' f/ ew6 ' -�n_RE-
R
_�d-

R
_3-

o
_o

-_
c ���U� )�i*_t ewRK ' E-

o

_�-
R

_�*-�

A��t ewoK ' f / ewRK � f�
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