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With the collapse of the housing 
boom and the steep rise in 
 unemployment, the nation’s 
 homeownership rate has fallen 

from its 2004–06 peak of 69 percent to 67.2 percent—
essentially a reversion to its 2000 level. In “Th e 
Homeownership Gap” (Current Issues in Economics 
and Finance, vol. 16, no. 5), authors Andrew 
Haughwout, Richard Peach, and Joseph Tracy raise 
the question, How large will the decline in the 
homeownership rate ultimately prove to be?

To address this question, the authors propose 
the concept of a “homeownership gap” as a gauge of 
the downward pressure on the homeownership rate. 
Th ey defi ne the homeownership gap as the diff erence 
between the offi  cial homeownership rate tabulated 
by the Census Bureau and an “eff ective” rate that ex-
cludes owners who are in a negative equity position—
that is, owners whose outstanding mortgage balance 
exceeds the value of their house. 

Th e number of negative equity mortgage holders 
has climbed sharply in recent years and, by the 
 authors’ estimate, now exceeds 6 million. Demonstrat-
ing that these households would have to boost their 
 savings by “formidable amounts” to retain their home 
or to purchase a new home, Haughwout, Peach, and 
Tracy conclude that many will convert to renters over 
time. Th us, the authors suggest, an eff ective homeowner-
ship measure that excludes these households from the 
count of owner-occupied homes may serve as a useful 
guide to the future path of the offi  cial rate.

For the nation, the eff ective rate of homeowner-
ship calculated by the authors is 5.6 percentage points 
below the Census Bureau’s rate. For certain metro-
politan areas hit hard by the boom and bust in the 
housing market—Las Vegas, Miami, and Phoenix—
the eff ective rate falls short of the offi  cial rate by a 
dramatic 20 to 39 percentage points. 

Addressing some of the broader social implica-
tions of the changes they examine, Haughwout, Peach, 
and Tracy suggest that a falling homeownership rate 
may give rise to a large set of residents who have less 
of a stake in the long-run outlook for their homes and 
communities. In particular, cities with a very large 
share of negative equity households may see a “decline 
in citizen participation in local aff airs, with a concom-
itant loss of vigilance over the quality and effi  ciency of 
public services and institutions.”

In an appendix to their article, the authors 
 consider the extent to which public policy initiatives 
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such as mortgage modifi cation can help to reduce 
foreclosures and make it possible for negative equity 
homeowners to save for a new house. Th ey conclude 
that the eff ectiveness of mortgage modifi cation pro-
grams will vary with their structure: Programs that 

reduce the principal balance on the mortgage will be 
appreciably more useful in supporting homeowner-
ship than those that simply lower the interest rate or 
extend the term of the loan. ■

In the wake of the Lehman Brothers bank-
ruptcy in September 2008, the Federal Reserve 
established the Commercial Paper Funding 
Facility (CPFF) to stabilize a commercial 

paper market experiencing liquidity and funding 
disruptions that threatened to worsen the 
fi nancial crisis. 

A new study by Tobias Adrian, Karin Kimbrough, 
and Dina Marchioni describes the creation of the 
CPFF and the performance of the facility during the 
crisis (“Th e Federal Reserve’s Commercial Paper 
Funding Facility,” Economic Policy Review, forthcoming). 
It also considers the economics of the CPFF in the 
context of the broader fi nancial system and the Federal 
Reserve’s traditional role of “lender of last resort.” 

Th e authors explain that the commercial paper 
market was subject to considerable strain in the weeks 
following Lehman’s bankruptcy. An unprecedented 
fl ight to quality by investors from high-yielding to 
Treasury money market funds ensued, greatly dis-
rupting the ability of commercial paper issuers to roll 
over their short-term liabilities. Redemption demands 
accelerated, and investors became increasingly reluc-
tant to buy commercial paper. As a result, a growing 
percentage of outstanding paper had to be refi nanced 
each day, interest rates on longer term paper rose 
dramatically, and the volume of outstanding paper 
declined sharply. 

Th ese problems had the potential to restrict the 
economic activities of commercial paper issuers, 
according to Adrian, Kimbrough, and Marchioni. 
Furthermore, because a large amount of outstanding 
paper was issued or sponsored by fi nancial intermedi-
aries, the diffi  culties faced by the institutions placing 

the paper hampered their ability to meet the credit 
needs of U.S. businesses and households.

To support the orderly functioning of the com-
mercial paper market, in October 2008 the Federal 
Reserve introduced the Commercial Paper Funding 
Facility. Th e facility enabled the Fed to fi nance the 
purchase of highly rated unsecured and asset-backed 
commercial paper. It operated as a lender-of-last 
resort liquidity backstop for eligible U.S. issuers of 
commercial paper, with the goal of addressing 
temporary liquidity distortions in the market. Th e 
liquidity backstop assured issuers and investors 
that fi rms could roll over their maturing paper. Th e 
CPFF thus allowed issuers to engage in term lending 
funded by commercial paper issuance, which in turn 
enhanced the ability of fi nancial intermediaries to 
extend crucial credit to businesses and households. 

Th e authors observe that the CPFF’s ability to 
provide liquidity to a particular market, as opposed 
to a certain set of institutions, helped the Federal 
Reserve extend its reach beyond depository institu-
tions—a critical factor given the primacy of nonde-
pository institutions in the commercial paper market. 
Th ey also emphasize that the facility did not address 
the solvency of issuing fi rms. Rather, it focused on 
shielding the allocation of real economic invest-
ment from liquidity distortions created by the run on 
high-yielding money market instruments triggered 
by the Lehman bankruptcy. Issuance to the CPFF was 
secured by collateral and subject to a penalty rate, and 
the rate was calibrated to protect the Federal Reserve 
from potential credit losses.

Th e study also explains that the CPFF made a 
strong contribution to the Fed balance sheet, 

Th e Commercial Paper Funding Facility 
and the Financial Crisis
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generating roughly $5 billion in net fee income over 
its lifetime. (Th e CPFF was designed to be a tempo-
rary liquidity facility; accordingly, it expired on 
February 1, 2010.) Th e profi ts, which the Federal 
Reserve transferred to the Treasury, “ultimately 
helped reduce the fi nancial burden on taxpayers,” 
note Adrian, Kimbrough, and Marchioni. “Taxpayers 

also bene fi ted from the facility’s role in potentially 
preventing commercial paper issuers from being 
forced into bankruptcy, an event that could have 
distorted real investment decisions.” 

Th e article is available at www.newyorkfed.org/
research/epr/forthcoming/1006adri.pdf.

Listed below are the most sought aft er 
Research Group articles and papers from 
the New York Fed’s website and from the 
Bank’s page on the Social Science Research 

Network site (www.ssrn.com/link/FRB-New-York.html).

New York Fed website, second-quarter 2010:

“Th e Federal Reserve’s Foreign Exchange Swap  ■

Lines,” by Michael J. Fleming and Nicholas J. Klagge 
(Current Issues in Economics and Finance, vol. 16, 
no. 4, April 2010) – 3,971 downloads

“Th e Homeownership Gap,” by Andrew Haughwout,  ■

Richard Peach, and Joseph Tracy (Current Issues in 
Economics and Finance, vol. 16, no. 5, May 2010) – 
3,481 downloads

Understanding the Securitization of Subprime  ■

Mortgage Credit,” by Adam B. Ashcraft  and Til 
Schuermann (Staff  Reports, no. 318, March 2008) – 
3,400 downloads

SSRN website, second-quarter 2010:

“Understanding the Securitization of Subprime  ■

Mortgage Credit,” by Adam B. Ashcraft  and Til 
Schuermann (Staff  Reports, no. 318, March 2008) – 
582 downloads

“Executive Equity Compensation and Incentives:  ■

A Survey,” by John E. Core, Wayne R. Guay, and 
David F. Larcker (Economic Policy Review, vol. 9, 
no. 1, April 2003) – 247 downloads

“Boards of Directors as an Endogenously  ■

Determined Institution: A Survey of the Economic 
Literature,” by Benjamin E. Hermalin and 
Michael S. Weisbach (Economic Policy Review, 
vol. 9, no. 1, April 2003) – 223 downloads

For lists of the top-ten downloads, visit 
www.newyorkfed.org/research/top_downloaded/
index.html.

Most Downloaded Publications

www.newyorkfed.org/research/top_downloaded/index.html
www.newyorkfed.org/research/epr/forthcoming/1006adri.pdf
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New Titles in the Staff  Reports Series
Th e following new staff  reports are available at
www.newyorkfed.org/research/staff _reports.

Macroeconomics and Growth
No. 442, April 2010
Short-Run Fiscal Policy: Welfare, Redistribution, 
and Aggregate Eff ects in the Short and Long Run
Sagiri Kitao

This paper quantifi es the eff ects of two short-run 
 fi scal policies—a temporary tax cut and a temporary 
rebate transfer—that are intended to stimulate 
 economic activity. A reduction in income taxation 
provides immediate incentives to work and save 
more, raising aggregate output and consumption. 
A temporary rebate is mostly saved and increases 
consumption marginally. Both policies improve 
the overall welfare of households, and the rebate 
policy especially benefi ts low-income households. 
In the long run, however, the debt accumulated to 
fi nance the stimulus and a higher tax to service the 
debt can crowd out capital and reduce output and 
consumption, causing welfare to deteriorate.

No. 451, May 2010
Subsidizing Job Creation in the Great Recession
Sagiri Kitao, Ayşegül Şahin, and Joseph Song

Kitao, Şahin, and Song analyze the eff ects of various 
labor market policies on job creation, job destruction, 
and employment. Th e framework of Mortensen 
and Pissarides (2003) is used to model the dynamic inter-
action between fi rms and workers and to simulate 
their responses to alternative policies. Th e equilib-
rium model is calibrated to capture labor market con-
ditions at the end of 2009, including the unemploy-
ment, infl ow, and outfl ow rates by workers of diff erent 
educational attainment. Th e authors consider the 
equilibrium eff ects of a hiring subsidy, a payroll tax 
reduction, and an employment subsidy. While cali-
brating parameters that characterize these policies, 
they try to mimic the policies in the Hiring Incentives to 
Restore Employment (HIRE) Act of 2010. Th ey 
fi nd that a hiring subsidy and a payroll tax deduc-
tion, as in the HIRE Act, can stimulate job creation 
in the short term, but can cause a higher equilibrium 
unemployment rate in the long term. Employment 
subsidies succeed in lowering the unemployment rate 
permanently, but the policy entails high fi scal costs.

No. 455, June 2010
State-Dependent Pricing under Infrequent 
Information: A Unifi ed Framework
Marco Bonomo, Carlos Carvalho, and René Garcia

Bonomo, Carvalho, and Garcia characterize optimal 
state-dependent pricing rules under various forms 
of infrequent information. In all models, infrequent 
price changes arise from the existence of a lump-sum 
“menu cost.” Th e authors entertain various alterna-
tives for the source and nature of infrequent infor-
mation, and show that, in all cases, optimal pricing 
rules are both time- and state-dependent, character-
ized by “trigger strategies” that depend on the time 
elapsed since the last date when information was fully 
factored into the pricing decision. Aft er considering 
the case in which information arrives infrequently 
for exogenous reasons, they address pricing problems 
in which gathering and processing information also 
entails a lump-sum cost. When the information and 
adjustment costs must be incurred simultaneously, 
the optimal pricing policy is a fi xed-price time-
dependent rule. When the costs are dissociated, the 
optimal rule features price stickiness and inattentive-
ness. Finally, the authors consider versions of the 
price-setting problems in which fi rms continuously 
entertain partial information. Th ey characterize the 
optimal pricing rules and provide numerical solution 
algorithms and examples in a unifi ed framework.

International
No. 446, May 2010
Global Banks and International Shock Transmission: 
Evidence from the Crisis
Nicola Cetorelli and Linda S. Goldberg

Global banks played a signifi cant role in transmit-
ting the 2007-09 fi nancial crisis to emerging-market 
economies. Cetorelli and Goldberg examine adverse 
liquidity shocks on main developed-country banking 
systems and their relationships to emerging markets 
across Europe, Asia, and Latin America, isolating 
loan supply from loan demand eff ects. Loan supply 
in emerging markets across Europe, Asia, and Latin 
America was aff ected signifi cantly through three 

www.newyorkfed.org/research/staff_reports
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separate channels: 1) a contraction in direct, cross-
border lending by foreign banks; 2) a contraction in 
local lending by foreign banks’ affi  liates in emerg-
ing markets; and 3) a contraction in loan supply by 
domestic banks, resulting from the funding shock 
to their balance sheets induced by the decline in 
interbank, cross-border lending. Policy interventions, 
such as the Vienna Initiative introduced in Europe, 
infl uenced the lending-channel eff ects on emerging 
markets of shocks to head-offi  ce balance sheets.

Microeconomics
No, 443, April 2010
Th e Eff ect of Question Wording on Reported 
Expectations and Perceptions of Infl ation
Wändi Bruine de Bruin, Wilbert van der Klaauw, 
Julie S. Downs, Baruch Fischhoff , Giorgio Topa, 
and Olivier Armantier

Public expectations and perceptions of infl ation may 
aff ect economic decisions, and have subsequent 
eff ects on actual infl ation. Th erefore, survey measures 
of such expectations can be of great importance. Th e 
authors use an Internet-based survey of consumers 
and randomly assign respondents to questions about 
“prices in general” as well as the “rate of infl ation” and 
“prices you pay.” Reported expectations and percep-
tions were higher and more dispersed for “prices in 
general” than for the “rate of infl ation,” with “prices 
you pay” and “prices in general” showing similar 
response patterns. Compared with questions about 
the “rate of infl ation,” questions about “prices in gen-
eral” and “prices you pay” focused respondents 
relatively more on personal price experiences—and 
elicited expectations that were more strongly corre-
lated with the expected price increases for food and 
transportation, which were relatively large and likely 
salient, but not with the expected price increases for 
housing, which were relatively small and likely less 
salient. Th e results have implications for survey mea-
sures of infl ation expectations.

No. 450, May 2010
Is Economics Coursework, or Majoring in Economics, 
Associated with Diff erent Civic Behaviors?
Sam Allgood, William Bosshardt, 
Wilbert van der Klaauw, and Michael Watts

Using data collected from students who attended one 
of four public universities, the authors investigate the 
relationship between economics coursework and civic 
behavior aft er graduation. Th ey fi nd that under graduate 
coursework in economics is strongly associated with 
political party affi  liation and with donations to can-
didates or parties, but not with the decision to vote or 
not vote. Nor is studying economics correlated with 
the likelihood (or intensity) of volunteerism. While 
the authors fi nd that the civic behavior of economics 
majors and business majors is similar, it appears that 
business majors are less likely than general majors to 
engage in time-consuming behaviors such as voting 
and volunteering. Finally, the authors extend earlier 
studies that address the link between economics course-
work and attitudes on public policy issues, fi nding 
that graduates who studied more economics usu-
ally reported attitudes closer to those expressed in 
national surveys of U.S. economists. Interestingly, the 
authors fi nd the public policy attitudes of business 
majors to be more like those of general majors than of 
economics majors.

No. 453, June 2010
Bayesian Social Learning, Conformity, and 
Stubbornness: Evidence from the AP Top 25
Daniel F. Stone and Basit Zafar

Th e recent nonexperimental literature on social learn-
ing focuses on showing that observational learning 
exists, that is, individuals do indeed draw inferences 
by observing the actions of others. Stone and Zafar 
take this literature a step further by analyzing
whether individuals are Bayesian social learners. 
 Using data from the Associated Press (AP) U.S. College 
Football Poll, a weekly subjective ranking of the top 
twenty-fi ve teams, they fi nd that peer rankings: 
1) are informative, as conditioning on them improves 
the accuracy of their estimated Bayesian posterior 
rankings in a nontrivial way, and 2) infl uence the way 
voters adjust their rankings, but the infl uence is less 
than the Bayesian amount. Voters’ revisions are closer 
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to Bayesian when the ranked team loses compared 
with when it wins, which the authors attribute to 
losses being less ambiguous and more salient signals. 
Th ey fi nd evidence of signifi cant voter heterogeneity, 
and that voters are less responsive to peer rankings 
aft er they have been on the poll a few years. 

No. 454, June 2010
Can Subjective Expectations Data Be Used in Choice 
Models? Evidence on Cognitive Biases
Basit Zafar

Th is paper examines the extent to which cognitive 
biases plague subjective data, specifi cally addressing: 
1) whether cognitive dissonance aff ects the reporting 
of beliefs, and 2) whether individuals exert suffi  cient 
mental eff ort when probed about their subjective be-
liefs. Using a unique panel data set of under graduates 
that contains their subjective expectations about out-
comes specifi c to diff erent majors in their choice set, 
Zafar fi nds no evidence of cognitive biases systemati-
cally aff ecting the reporting of beliefs: By analyzing 
patterns of belief updating, he rules out cognitive 
dissonance being a serious concern in the current 
setting. Moreover, there seems to be no systematic 
(nonclassical) measurement error in the reporting of 
beliefs. In the reported beliefs for the various majors, 
Zafar fi nds no systematic patterns in mental recall of 
previous responses or in the extent of rounding. Com-
parison of subjective beliefs with objective measures 
suggests that students have well-formed expectations. 
Overall, the results paint a favorable picture of the use 
of subjective expectations data in choice models.

Banking and Finance
No. 444, April 2010
Repo Runs
Antoine Martin, David Skeie, and 
Ernst Ludwig von Th adden

Th is paper develops a model of fi nancial institutions 
that borrow short-term and invest in long-term
marketable assets. Because these fi nancial inter-
mediaries perform maturity transformation, they are 
subject to runs. Th e authors endogenize the profi ts 
of an intermediary and derive distinct liquidity and 
solvency conditions that determine whether a run can 
be prevented. Th ey fi rst characterize these conditions 

for an isolated intermediary and then generalize them 
to the case in which the intermediary can sell assets 
to prevent runs. Th e sale of assets can eliminate runs 
if the intermediary is solvent but illiquid. However, 
because of cash-in-the-market pricing, this becomes 
less likely as more intermediaries face problems. In
the limit, in case of a general market run, no inter- 
mediary can sell assets to forestall a run, and the 
original solvency and liquidity constraints are again 
relevant for the stability of fi nancial institutions.

No. 445, April 2010
Deferred Compensation, Risk, and Company Value: 
Investor Reactions to CEO Incentives
Chenyang Wei and David Yermack

Many commentators have suggested that companies 
pay top executives with deferred compensation, a type 
of incentive known as inside debt. Recent SEC dis-
closure reforms greatly increased the transparency of 
deferred compensation. Wei and Yermack investigate 
stockholder and bondholder reactions to  companies’ 
initial reports of their CEOs’ inside debt positions 
in early 2007, when new disclosure rules took 
eff ect. Th ey fi nd that bond prices rise, equity prices 
fall, and the volatility of both securities drops upon 
disclosures by fi rms whose CEOs have sizable defi ned 
benefi t pensions or deferred compensation. Similar 
changes in value occur for credit default swap spreads 
and exchange-traded options. Th e results indicate a 
reduction in fi rm risk, a transfer of value from equity 
toward debt, and an overall destruction of enterprise 
value when a CEO’s deferred compensation holdings 
are large.

No. 447, May 2010
Quantifying the Benefi ts of a Liquidity-Saving 
Mechanism
Enghin Atalay, Antoine Martin, and James McAndrews

Th is paper attempts to quantify the benefi ts associ-
ated with operating a liquidity-saving mechanism 
(LSM) in Fedwire, the large-value payment system 
of the Federal Reserve. Calibrating the model of 
Martin and McAndrews (2008), the authors fi nd that 
potential gains are large compared with the likely cost 
of implementing an LSM, on the order of hundreds of 
thousands of  dollars per day.
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No. 448, May 2010
Design of Contingent Capital with a Stock Price 
Trigger for Mandatory Conversion
Suresh Sundaresan and Zhenyu Wang

A security robust to price manipulation must have 
a unique equilibrium, but the proposal for banks to 
issue contingent capital that must convert into com-
mon equity when the banks’ stock price falls below a 
specifi ed threshold, or “trigger,” does not in general 
lead to a unique equilibrium in equity and contin-
gent capital prices. For a unique equilibrium to exist, 
mandatory conversion cannot transfer value between 
equity holders and contingent capital investors. Th is 
necessary condition for unique equilibrium is usually 
not satisfi ed by contingent capital with a fi xed coupon 
rate; however, contingent capital with a fl oating 
coupon rate is shown to have a unique equilibrium if 
the coupon rate is set equal to the risk-free rate. Th is 
structure of contingent capital anchors its value to 
par throughout the time before conversion, making 
it implementable in practice. Although contingent 
capital with a unique equilibrium is robust to price 
manipulation, the no-value-transfer condition may 
preclude it from generating the desired incentives for 
bank managers and demand from investors.

No. 449, May 2010
MBS Ratings and the Mortgage Credit Boom
Adam Ashcraft , Paul Goldsmith-Pinkham, and 
James Vickery

Th e authors study credit ratings on subprime and 
Alt-A mortgage-backed-securities (MBS) deals issued 
between 2001 and 2007, the period leading up to the 
subprime crisis. Th e fraction of highly rated securi-
ties in each deal is decreasing in mortgage credit risk 
(measured either ex ante or ex post), suggesting that 
ratings contain useful information for investors. How-
ever, the authors also fi nd evidence of signifi cant time 
variation in risk-adjusted credit ratings, including 
a progressive decline in standards around the MBS 
market peak between the start of 2005 and mid-2007. 
Conditional on initial ratings, they observe under-
performance (high mortgage defaults and losses and 
large rating downgrades) among deals with 
observably higher risk mortgages based on a simple 
ex ante model and deals with a high fraction of 

opaque low-documentation loans. Th ese fi ndings 
hold over the entire sample period, not just for deal 
cohorts most aff ected by the crisis.

No. 456, June 2010
Executive Compensation and Risk Taking
Patrick Bolton, Hamid Mehran, and Joel Shapiro

Th is paper studies the connection between risk taking 
and executive compensation in fi nancial institu-
tions. A theoretical model of shareholders, deb t-
holders, depositors, and an executive suggests that: 
1) in principle, excessive risk taking (in the form of 
risk shift ing) may be addressed by basing compensa-
tion on both stock price and the price of debt (proxied 
by the credit default swap spread), but 2) shareholders 
may be unable to commit to designing compensa-
tion contracts in this way and indeed may not want to 
because of distortions introduced by either deposit 
insurance or naive debtholders. Th e paper provides an 
empirical analysis suggesting that debt-like compen-
sation for executives is believed by the market to 
reduce risk for fi nancial institutions.

Quantitative Methods
No. 452, May 2010
Bootstrapping Density-Weighted Average Derivatives
Matias D. Cattaneo, Richard K. Crump, and 
Michael Jansson

Employing the “small-bandwidth” asymptotic 
framework of Cattaneo, Crump, and Jansson (2009), 
this paper studies the properties of several bootstrap-
based inference procedures associated with a 
kernel-based estimator of density-weighted average 
derivatives proposed by Powell, Stock, and Stoker 
(1989). In many cases, the validity of bootstrap-based 
inference procedures is found to depend crucially on 
whether the bandwidth sequence satisfi es a particular 
(asymptotic linearity) condition. An exception to this 
rule occurs for inference procedures involving a 
studentized estimator that employs a “robust” variance 
estimator derived from the “small-bandwidth” asymp-
totic framework. Th e results of a small-scale Monte 
Carlo experiment are found to be consistent with the 
theory and indicate in particular that sensitivity with 
respect to the bandwidth choice can be ameliorated 
by using the “robust” variance estimator. ■
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“Th e Great Escape? A Quantitative Investigation of 
the Fed’s Nonstandard Policies,” Marco Del Negro 
and Andrea Ferrero. Presented by Ferrero at the 
International Monetary Fund, Washington, D.C., 
May 21; presented by Del Negro at the Centre for 
Economic Policy Research European Summer 
 Symposium in International Macroeconomics, 
Tarragona, Spain, May 25. With Gauti Eggertsson and 
Nobuhiro Kiyotaki.

“Risk Appetite and Exchange Rates,” Erkko Etula. 
Aalto University School of Economics, Helsinki, 
Finland, April 12. Also presented at the Industrial–
Academic Forum on Systemic Stability and Liquidity, 
Fields Institute, Toronto, Ontario, Canada, May 18. 
With Tobias Adrian and Hyun Song Shin.

“Is the International Role of the Dollar Changing?” 
Linda Goldberg. City University of New York 
Graduate Center seminar, New York City, May 18. 

“Global Banks and International Shock Transmis-
sion: Evidence from the Crisis,” Linda Goldberg. 
Centre for Economic Policy Research European 
Summer Symposium in International Macro-
economics, Tarragona, Spain, May 25. With 
Nicola Cetorelli.

“A Framework for Identifying the Sources of Local 
Currency Price Stability,” Rebecca Hellerstein. 
Yale University Department of Economics 
seminar, New Haven, Connecticut, April 7. With 
Pinelopi Goldberg.

“How Rigid Are Producer Prices?” Rebecca Hellerstein. 
Stanford University Economics Department 
seminar, Palo Alto, California, May 19. With 
Pinelopi Goldberg. 

“Bailouts and Financial Fragility,” Todd Keister. 
University of Rome Tor Vergata Macroeconomics 
seminar, Rome, Italy, May 14. Also presented at the 
Second Annual Conference on Financial Stability, 
Tilburg University, Tilburg, the Netherlands, 
June 4, and a Banque de France research seminar, 
Paris, France, June 30.

“Labor-Dependent Capital Income Taxation 
that Encourages Work and Saving,” Sagiri Kitao. 
Japanese Economics Association annual meeting, 
Chiba, Japan, June 6.

“A Life Cycle Model of Trans-Atlantic Employment 
Experiences,” Sagiri Kitao. University of Tokyo 
 seminar, Tokyo, Japan, June 3. With Lars Ljungqvist 
and Th omas Sargent. Also presented at a National 
Graduate Research Institute for Policy Studies 
seminar, Tokyo, Japan, June 11.

“Stressed, not Frozen: Th e Federal Funds Market 
in the Financial Crisis,” Anna Kovner. NBER 
Corporate Finance Program, Chicago, Illinois, 
April 23. With Gara Afonso and Antoinette Schoar. 

“Competition and Adverse Selection in the Small-
Dollar Loan Market: Overdraft  versus Payday 
Credit,” Donald Morgan. Financial Intermediation 
Research Society Conference on Banking, 
Corporate Finance, Asset Pricing, and Intermedia-
tion, European University Institute, Florence, Italy, 
June 8. With Brian Melzer.

“Commodity Prices, Commodity Currencies, and 
Global Economic Developments,” Paolo Pesenti. 
Seminar organized by the Directorate-General for 
Economic and Financial Aff airs of the European 
Commission, Brussels, Belgium, June 21. With 
Jan Groen.

“Anatomy of Welfare Reform: Announcement and 
Implementation Eff ects,” Wilbert van der Klaauw. 
Georgetown University seminar, Washington, D.C., 
April 6. With Richard Blundell and Marco Francesconi. 
Also presented at the Washington, D.C., Area 
Econometrics Workshop, held at the University of 
Maryland, College Park, Maryland, April 7, and 
the Ohio State University Applied Microeconomics 
Workshop, Columbus, Ohio, April 15. 

“Barriers to Household Risk Management: Evidence 
from India,” James Vickery. Rothschild Caesarea 
Center Seventh Annual Conference, Arison School 
of Business Interdisciplinary Center, Herzliya, Israel, 
June 1. With Shawn Cole, Xavier Giné, Jeremy 
Tobacman, Petia Topalova, and Robert Townsend.

“MBS Ratings and the Mortgage Credit Boom,” 
James Vickery. Second Annual Conference on 
Financial Stability, Tilburg University, Tilburg, 
the Netherlands, June 4. With Adam Ashcraft  and 
Paul Goldsmith-Pinkham. Also presented at the 
Financial Intermediation Research Society annual 
meetings, Florence, Italy, June 8. ■

Papers Presented
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Morten Bech. 2010. “Which Bank Is the ‘Central’ 
Bank?” with James T. E. Chapman and Rodney J. 
Garrett. Journal of Monetary Economics 57, no. 3 
(April): 352-63.

Rajashri Chakrabarti. 2010. “Th e Economics of 
Parental Choice,” with Joydeep Roy. In Eva Baker, 
Barry McGaw, and Penelope Peterson, eds., International 
Encyclopedia of Education, vol. 3, 367-73. Elsevier.

Andrea Ferrero. 2010. “A Structural Decomposition 
of the U.S. Trade Balance: Productivity, Demographics, 
and Fiscal Policy.” Journal of Monetary Economics 57, 
no. 4 (May): 478-90.

Michael Fleming. 2010. “Repo Market Eff ects of the 
Term Securities Lending Facility,” with Warren B. 
Hrung and Frank M. Keane. American Economic 
Review 100, no. 2 (May): 591-6.

Linda Goldberg. 2010. “Th e Sensitivity of the CPI to 
Exchange Rates: Distribution Margins, Imported 
Inputs, and Trade Exposure,” with José Manuel 
Campa. Review of Economics and Statistics 92, no. 2 
(May): 392-407.

Todd Keister. 2010. “Banking Panics and Policy 
Responses,” with Huberto M. Ennis. Journal of 
 Monetary Economics 57, no. 4 (May): 404-19.

Anna Kovner. 2010. “Performance Persistence in 
Entrepreneurship,” with Paul Gompers, Josh Lerner, 
and David Scharfstein. Journal of Financial Economics 96, 
no. 1 (April): 18-32.

Donghoon Lee. 2010. “Accounting for Wage and 
Employment Changes in the U.S. from 1968-2000: 
A Dynamic Model of Labor Market Equilibrium,” 
with Kenneth I. Wolpin. Journal of Econometrics 156, 
no. 1 (May): 68-85.

Stavros Peristiani and João Santos. 2010. “Has the U.S. 
Bond Market Lost Its Edge to the Eurobond Market?” 
International Review of Finance 10, no. 2 (June): 149-83.

Wilbert van der Klaauw. 2010. “Maternal Employ-
ment, Migration, and Child Development,” with 
Haiyong Liu and Th omas A. Mroz. Journal of 
Econometrics 156, no. 1 (May): 212-28.

Tanju Yorulmazer. 2010. “Liquidity, Bank Runs, and 
Bailouts: Spillover Eff ects during the Northern Rock 
Episode,” with Paul Goldsmith-Pinkham. Journal of 
Financial Services Research 37, no. 2 (June): 83-98. ■

Recently Published
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ECONOMIC POLICY REVIEW,
FORTHCOMING
Th e Federal Reserve’s Commercial Paper 
Funding Facility
Tobias Adrian, Karin Kimbrough, and Dina Marchioni
Policy Analysis Using DSGE Models: An Introduction
Argia M. Sbordone, Andrea Tambalotti, Krishna Rao, 
and Kieran Walsh

Special Issue: Central Bank Liquidity Tools and Perspectives 
on Regulatory Reform

Central Bank Liquidity Tools
Opening Remarks
Patricia C. Mosser
Conference Overview and Summary of Proceedings
Matthew Denes, Daniel Greenwald, Nicholas Klagge, 
Ging Ce Ng, Jeff rey Shrader, Michael Sockin, and 
John Sporn
Central Bank Tools and Liquidity Shortages
Stephen G. Cecchetti and Piti Disyatat
Provision of Liquidity through the Primary Credit 
Facility during the Financial Crisis: A Structural Analysis
Erhan Artuç and Selva Demiralp

Perspectives on Regulatory Reform
Informational Easing: Improving Credit Conditions 
through the Release of Information
Matthew Pritsker
Systemic Risk and Deposit Insurance Premiums
Viral V. Acharya, João A. C. Santos, and 
Tanju Yorulmazer

CURRENT ISSUES IN ECONOMICS 
AND FINANCE, VOL. 16
No. 4, April 2010
Th e Federal Reserve’s Foreign Exchange Swap Lines
Michael J. Fleming and Nicholas J. Klagge

No.5, May 2010
Th e Homeownership Gap
Andrew Haughwout, Richard Peach, and 
Joseph Tracy

No.6, June/July 2010
Th e Recession’s Impact on the State Budgets 
of New York and New Jersey
Richard Deitz, Andrew F. Haughwout, and 
Charles Steindel

STAFF REPORTS
No. 442, April 2010
Short-Run Fiscal Policy: Welfare, Redistribution, 
and Aggregate Eff ects in the Short and Long Run
Sagiri Kitao

No. 443, April 2010
Th e Eff ect of Question Wording on Reported 
Expectations and Perceptions of Infl ation
Wändi Bruine de Bruin, Wilbert van der Klaauw, 
Julie S. Downs, Baruch Fischhoff , Giorgio Topa, 
and Olivier Armantier

No. 444, April 2010 
Repo Runs
Antoine Martin, David Skeie, and 
Ernst-Ludwig von Th adden

Research and Statistics Group Publications 
and Papers: April–June
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No. 445, April 2010
Deferred Compensation, Risk, and Company Value: 
Investor Reactions to CEO Incentives
Chenyang Wei and David Yermack

No. 446, May 2010
Global Banks and International Shock Transmission: 
Evidence from the Crisis
Nicola Cetorelli and Linda S. Goldberg

No. 447 May 2010
Quantifying the Benefi ts of a Liquidity-Saving 
Mechanism
Enghin Atalay, Antoine Martin, and James McAndrews

No. 448, May 2010
Design of Contingent Capital with a Stock Price 
Trigger for Mandatory Conversion
Suresh Sundaresan and Zhenyu Wang

No. 449, May 2010
MBS Ratings and the Mortgage Credit Boom
Adam Ashcraft , Paul Goldsmith-Pinkham, and 
James Vickery

No. 450, May 2010
Is Economics Coursework, or Majoring in Economics, 
Associated with Diff erent Civic Behaviors?
Sam Allgood, William Bosshardt, 
Wilbert van der Klaauw, and Michael Watts

No. 451, May 2010
Subsidizing Job Creation in the Great Recession
Sagiri Kitao, Ayşegül Şahin, and Joseph Song

No. 452, May 2010
Bootstrapping Density-Weighted Average Derivatives
Matias D. Cattaneo, Richard K. Crump, and 
Michael Jansson

No. 453, June 2010
Bayesian Social Learning, Conformity, and 
Stubbornness: Evidence from the AP Top 25
Daniel F. Stone and Basit Zafar

No. 454, June 2010
Can Subjective Expectations Data Be Used in Choice 
Models?  Evidence on Cognitive Biases
Basit Zafar

No. 455, June 2010
State-Dependent Pricing under Infrequent 
Information: A Unifi ed Framework
Marco Bonomo, Carlos Carvalho, and René Garcia

No. 456, June 2010
Executive Compensation and Risk Taking
Patrick Bolton, Hamid Mehran, and Joel Shapiro

 

Th e views expressed in the publications and papers summarized in Research Update are those of the authors and 
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