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Inst = pyo 1- Path Ppt 1- Byz In pxzttpyzlnpxz-tp.ie/nPxy-tEit - ①

In Dt = Pzotpzylh Pp, t pzzln GBP-1 t Eze
- ②

assume D= S
,
the market is competitive

pyo + pnlnppytpizlnpxz-tpyzlnpxz.tt Pialhpxq -14, = Bzotpzglhpbttpzzlh GBP-1 + Ez,
Pm In Ppt - Bz, In Ppp = pzo - Pio tpzzlhGDP-i-pklhpxzt-pyzlhpxzt-pyelhpxf.it Ez-1 - Ey
( pm - pm ) In Ppp = Bo - Bio - Pklhpxzt - Pislhpxz-1 - Reth Px# Puth GBP-1 -1 Ez, - Ey,

In Pp ,
= Pzo - Bio - PklhPxz+ - Pyzlhpxz-1 - Beth Pyg + Pzzlh GDP,

t Ezt - EH
-
-

-
t - --

- ⑤
⑧ plug lnpp, in Indy Pm - Bu Pil - Boi PFM, Pm - By Pm - Ba Pm - By

Indy -

- Bo +Balto)
- 2µnp×z, ) - flnpxj ) - PIPE flnpxet) 1- PIPE lngpp

,
+P4lE4-E

Pm - pz, Pn - Pu Pu - Pu Pu - Pu Pu -pal ) pm - pz,
1- Beth GBP-1 t Ey

-
Ri Piz - Psi PD - B, Bye

where : IT = But Pml Ba - pyo) IT,
=
- IT = -

-

U
-
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pm- pz,
22 pm - pay % "

Py- By
Pm - Boi

Tbf = PAPI
+ pzz Wzt = Pal Ezt - E,-1 )

R, - Pay - t Ezt
Pm - By

to = Bo-Ro_ Tls, =# Tizz = IRL Tlzz = IPI Tze = Be
Pm - Pz, pig - Pz, Pm - Pu Bu - Ph pm - pay

WH = E2t
Pm - By

⑧ plug hippy in Inst

Inst -- Bot PnlBo-B -Pipp,µnp¥ ) - Pp÷%HnP×, ) - Pp,g,f1np×µ )
+ MALINDA ) t.PH/kt#ItEy-

Pm - Pu RI - Pu pm - pay

when : Tho = pyo + pmfpzo - pyo ) Ty, =-P + pyz The = -P"PB_ t Ms
Bm - Bu Pil - Br

Ths =
-B#

y p ,q Tie = Ripa wit = PnlEz_-4t + q,Pm - By pg, - Pz, Pm - By

Redycedtorm
Inst = Thot IT, llnpxz, ) t Tiz llnpxst ) t Ths llnpxettt The

( InGDP ) t wit

In Dt = Tko t Th, llnpxz, It Tlzzllnpxst ) t Tlzzllnpxettt The
( InGDP ) + way

InPpf = TH t IT, llnpxz, It Tlzzllnpxst ) t Tbzllnpxettt Tze
(InGDP ) + wast
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CRQceUQiQg aV\PSWRWic SURSeUW\, 2SLS PRdel ZRXld be Whe PRVW aSSURSUiaWe iQ WhiV 

caVe ViQce WheUe iV aQ eQdRgeQeiW\ biaV iQ Whe PRdel, VR Whe OLS PRdel caQ QRW be XVed 
aQd ViQce Ze dR QRW kQRZ ZheWheU WheUe aUe aQ\ VSecificaWiRQ eUURUV ,Whe 3SLS PRdel iV QRW 
SUefeUUed. UViQg Whe 2SLS, UedXced fRUP aQd iQVWUXPeQWal YaUiableV (IV) aUe SeUfRUPed WR 
VRlYe eQdRgeQeiW\ SURblePV, aQd iW giYeV cRQViVWeQc\ aQd efficieQc\ WR Whe PRdel.  
 
5.  

ȕ ​21​ UeSUeVeQWV Whe UelaWiRQVhiS beWZeeQ dRPeVWic SUice aW WiPe W aQd dRPeVWic 
dePaQd aW WiPe W, iQ RWheU ZRUdV, TXaQWiW\ Rf dRPeVWic dePaQd aW WiPe W Zill chaQge b\ hRZ 
PaQ\ ZheQ WheUe iV aQ iQcUeaVe iQ dRPeVWic SUice b\ 1%.  

ȕ22 UeSUeVeQWV Whe UelaWiRQVhiS beWZeeQ GDP aW WiPe W aQd dRPeVWic dePaQd aW WiPe 
W. GDP aW WiPe W iQcUeaVeV b\ 1% affecWV TXaQWiW\ Rf dRPeVWic dePaQd b\ hRZ PaQ\.  
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