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QBc^:coD gOe gCgI ogCzo ea3 @g o<6al <:erz:)

oo$gO ouJa2 Bc^r.
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SaJOceEcsaJOo ftE EB@e 6,erzoo8 g qzrd O8
gEOgc^ral Ocrsc3zlJ O,d. eOcgdcsO OsdEO ozocBacg

oCral 8c^laO 42 EzrJq, zrcS dczrJ ScscO 29 EaJq,
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zoe 8e?Dal esqanc oqzl@ q"?il 1,000 zsezrl OOc C1S

g9cScsEzrJ OlE 5c^r. dE g8dgoni ogcs ogcO gdr
<rp{O oered.o@zs gccdoar o1€O 1997 g d.d. oOc65
F@csar 124 8O 1998 q O.d. oOcgb F@c^:zr 57 qniOc

Eg€ se es eeul6) O€&. 199? qala:C e1@€ O.d,

sOceb 5Sc^:o: 29 a c4{O ogo .y9?sJ Rrc eeesq?r ?se
1998 ObeoclQ O.d. oOce 5 5@cso 44 at qqo aleJ
csc9zsl oerzrlgO arg qcScscO OOcaJO ES€ O6e19O
ax{ R,q
\J4J vw.

t7



I oancee,g @ e"^o 9o Q.4C Ocb8zs CcbocO - 1998
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zscgcszsrQ e.r@orcl 88@O o@ea/ gA"d qccszt?t

qoeicoarcc3ztJ Eg oedqeOa} '1998 CUeod O1fl zsrcgc,ral

qs BCcqcsO e?s'J p zsdldzsi Qocd qbQq BesQO eso
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9gr o;?rJtlJO q5onc:
(Monetary Conditions Index)
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SEe:cs?rl q2or. $eu g8ezil$trts qEctr oOonizn@oe

Oge19 qOesror ggzs'e:cszrl oCzl el0ogfesdca oznsdzrr
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9Oc)o on dSoarnlo g88Q{ci agolO SaE zsld8.

o@<^s oOmaf qozocdazsO qzslDalozrl ?rr@, oescS

gpecEtood qg A9?si eseD 88@cs qpacEzsocd

aaceE9zsr @e 9OCog8 ct8 EOarC oaJ4oD- 9er:

! qoozgo'l OrSo op.1ocd gcor 6<^s oog:oO (crcdit availlbility)
eeo 4eC€zr C{rlOtrro8. (cxpectccl inflation)

Sode eoOeosr - 2

gEelz:J89cs oOodS@Oee gEOrd qaJOar QSd q,

s9@ qOesco: ggzslzoazrJ sDzl Ogcsl@ q18 ozsoda>

ESoJ q, o9@ Be6lrcozrl eqozs& etiSEQ ecal soaJ

OrooczrJ erf, efOcto:O SSroaro 869 g9c<6Ozl

oarroO. e@@ SOelrcsc,:al oqozs8 eoBzsr eocsol oges

to1ozrlzD per a.rz::afO q5uazscs d eOBeCal enr8nc

8EO COr ooCcoucr. S<^::lal"9zo eeCr:csnJ oad $er
zlo:O qbcnzoco ocSo'rr t89 $eD gEeralE e:lzog@

$orD@od ar9norcOcs C1S rrd8. grort@ qOcdOcOgQ

oDege;og qCcauarc 9o Ozsl SOglcstoO @q oOard

E6O?sl q eozl4zrl BOercsO 6e es8eztrod o1g8O
SSOO q qOcox 8c^:418 qzl6 e99 qbcozscr g82tl

gEez::8 .':@ecqtscs?tJe ey c-qqen: q1E gOzoo goC
cozssb. s99 o9t6€torCc.r oOcoaoC 6,es:sc8 Opod

9e',s q8zs:c8oc,r8 et8 Ogt.:lo9a} oes:cdo 8694
qperc8zso eoegqog $ccrzocdzo@ 9zl Equroad

8,6d,a Ozr qCaddcOzrl OgQo.

ger gEenEocd oCoraJzsO qg9cqc oer$
qgercEzs a6 E89cs qgor8zscgO (dzrrO 9e>
zsnlO q'6rozsc^se ) dgo"car czi'ld o@g $csral@re ogzlJzl
qOecar ggaizscs qdOc oOaJ 6800 zr69zsl Qc2

zsr6<^:zsl cool oE. dO zsre&9oO qr5Szsoc$ aJOeocOcs

ear Ogence @zrr dq sO6. oO qpO dzsr'estrf drdOcEcs
oar argzrOcC QE dOOe o99 er0og[e6 zsceS9cO

zor54 8-10 qeJOr e96 C?tr E?ld, OOr gdC
Uoazo erb8zsc.rnl eOzrJzrrr 6 e "zscoO dO es@o$ed

zs:gSOcO zscb4 3-4 qalCr g@c<6c,:zo eCE.

9e> r:ia:zdO qboznc.: es?seC 889 esqaoc eelc$

qBec8zsr eso SEOcs qgecEn es@aur'O cecoaJzs

ooCc^:al gOooiEo@ qczocd Eearl ezbt. gOszl
Os?e6?tJ Scaca g9rcli,ocC Opurrd9zs gcQ8c.ld (Large

scale stuctural model) ooC qogocd zsr€ gcQpcrzsl

(reduced form model) aai ooq8zo Cocc:a:Pz:r

9rQ@cszsi (Vector autoregressive model) eorSzrc

zo@rl1?sr. Oo@zrl9 9e> arzrJnJO qbcozoa gr55
Scercszsr (real variable) ourJ zlJ@a BOeDcszsJ

(nominal variable) c,C q 85@c6o zn€ atn. 9ar

Q"e Sg qbcoarod godCzsrdzlc.r al€ gcbcoce ees)

gSeaJEalO {D1eoe3rrl oed qOctr zsdo 9c5ous c.szr)

or5cc oqn9 Ebccs z:rd8, e99 gcbo oqozsE

e51odr6) qooomcszsl q18Cz: qOedOcOgQ 9e I
g8orl8zr3$ oooesrJ ESocgC dO gsbtoozri eSzscO{O

?D€ gQ ca.
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I ezocOes S C"r.-r @e-r d1"zlO CrbSn U:UzrlC - 1998

$q?r0 zsrreoo 8e oorfl qgorEzsocd eD'6)

869cs qgero8aocd 8g g qcs<o@a:csuJod or3e;:

egr9rur>c,r o6c: o9@ q5.ezoc,r ioe6a-rc,s zs'dq C1crD,2

s99EaJ 6,{C@r:c^: erqzr'@ Cbeoc^r8 elOB gOeo9al

oCzs:aC p g@c<6cs gn eslS Ege:c?nca mr ESOc^:

qgooelca rsOtl:e,J8og?rJ E(E p agerlo o60 ea8,
ellg'J?r)5oc^s?5"J oec€ qgercSztocJ' oOotC0,t)C
gcs"cocsC8zsr cocdc.r I og's p9c"zsncs zndar qbrd

BEOcs qg'ecE?Doci oDztciE@o gts"oc^:d8zo tocd<^s

(liW) oeei e9r"zsarc.r zs:68. s@ eslzolCg eeo
eercS Sgryr8zsso$ g8aa:slr'zs 1 zo oOzrei8@ B6ece
qgec8zoocd W g8cozlznc^:zo oCaledSgesrO r*s9czt

eD. o@O V/ ocdco dq "":c8gecd qcbSerc,rzo SOati>

ocOcs 9z::cs. cscodeO Soaz:t eorOc^r gg] dOO$)g
o@9 tocdc,s 10 C1E eeog qcnc^ezrl (dzr@ ooc$
qgo:lSzsrocs8 eqzl@ e9zszsr 100 zo sOol.-dE@nJ SEOcs

qgerzlocs8 EcsrsO Ozoza eCmC8oglri qlEOo:
O6er1@ o9al qes <4.6csar Ogel@ml EtEzsdB) ozrtrl8
qzld O€Jr BOan e^xu> qo?ncszr &)?r oOleaoC oad dq
oCEm dOCg dcs 1 C?t eQ qor*zo oE.3

@ e"rcnsO ocSzlc zoeer8 $<scnfOmr qbcazsc^:zsl

oC $gr: zrraltsF qttnzood gocs#oOal eor€lc^: gqbu:a,cs

E6eO $bzl $er zrzr}zrlO qbcazsc.s eoo 6,{O9mrdOzn
Seta-rcs?tJ gedCzoOorc^l 88Oe eoO QzB o18c^rrO

eoc8zlr zogo(6. @ e.zoroD oer@ clfleto8zo el?t

BSOcc eppec8mc^:zrJ SOazl oOo6Tqooce 98aJ E66c:
9"d ezsO zsrcg8gcOzsl ee A(5?rj, 9eu zlr:t)
qUaazacle qOcox tnrdcsal gDro169O qOg9c6 z$g

es'zr8eiza 9c€8czsJ (parsimoneous model) oc8zlr
zs:dzl eQ. ezocg@ erc$otoiBzo @g q5CIno<d grSzo

eqzr9 @err eOzrd8@ (nronth -to- month changes)

6,{C@ar eDcoco gZ8@O oc8zlr zsdar eq. mc6zsr

ooc$ qEa:cEzscs Csloc:?rl gcd@zs oOege,og e€
Sbccs Co eog@c8zo tocdOcrocd Sdozd eegazrlo

oerc$ qge*Bzocs oc8zlc zsdzl eq. zrc@zo oec€
ggesc8zocs eeo qe<ddol C.{OOarr^: E?rd e6ndLo

I geo orllO qUoanrr = [ $5r: oerc$ .lpooErscs - e:qzl8
ocgoc{ Eg gbza oercS qplerc8ncsl+ I lw[t crd6 d8O<.c

qgle:Sarc^r (es5e)/eqar@ :scgoc$ es5,T - I j xl00l rsgEQ

w c.:n c:Dq or erBda-JO ordc.lS-

s Ma-ves, David G. and Virerr Ir4atti, 1998 ' Exchange Rate Con

siderations in a Snrall Open Economv: A Critical Look at the

MCI u-s a Possible Solution'mimeo , .South Bank [Jnivcrsity
and Bank of'Finland

Eorde e,rooo - 2 (co@Ot:JOA)

5N5o oer@ ageso6?sr$ cie$ eoc8r:rr ang Eod, e)g

qoeda8zl q{COzD oDcocr gOr iol89e ErSSzocs a;g

arrS8zsr qoeCeruCar (Rational Expectations) oOEzl
dC g,ozsgle-.zrrc esrdar eQ. ei9 ggu tsa1O (gresoa:

qoe-+z:8a 6,{Ogocs, gQS 9r-s 9 zr zsogcs ee @r8?D

oqog cse ed qD6,?tci 23J€ C{Ogzlod $3O05)13(3

oei cezaCe:zsro zs,6r:r gQ.a p5zr 88ec,e qgec6nrc,r
Orsocs?d gOcza qorno8ar deCC e?rzr,t alc eeOO?rJd

ecde 889r^: qglor8zscs (Real Eff-ective Exchange

Rate) eoc8orc ardzr eQ, eqzl@ ?sJrec.3 Cc:ocJbJ 1993

Cbeord da:Cr6 Oes ozridc o:rJarc eq. $eD gBi:aJE
oCorC 8So0 8O gCescor eeaJzo qnlOc dcs er1889O

ozlCan ?$Jecg @ces 9 al oges s€gr63c ouJtlc eq.
@crs 9 zo: DeBeo (lagged) $5zr oec$ qEercEnce

eser e^ide O89ce qgercEzoc^e, (Z?te oOzsJrrlc 5,{OOm
qpercEzoc^l 9r: gEercr?rc.l 889 g8?rf qOarl urrdcr?tJ

e,3z$eszr eQ.5 o@ qpo, $bz:r oor$ qgesrEzsoci esa

e,rdg S8ocs gBerr8zsrod gSoccs?D $:cee6ze qnld
qeeozr(s, $gu onJz:$O qUcozood 889c.: qpec8as,
a488o98 cocdco (9ee ornlnlO qbuazn qpecncs ooC

w) oO. e@ +AO qladzro@zri,q ?sg 9er aralzrb

qbcazs qge:ozro I 5 I qzad $c^r 6 e'^, qcSOzsocC

esrodzseo SOazl enlC<^: eetalg@ a:63.

gbzo oor@ egecEzse<3 e:?r) S8gcs qA-
or8zood en18EO ogglCzr 6ter r-rOg)s?raf qalor

Stzl. 95o, ESOcs qgorEzood eirgo qrE g
eucogarcczti c9<Bztl 86gc^: Geort8zsocC eorcs gang

cec9zsi eeao 6{OO8zs Se.rzroz:E qQOgzsl (reduc-

tion in inflaticlnary pressures) eeo:p0 zod8. ooaJg,

$?D€C qr8 B ee:oOzlcszsJ SEOcs ipgecEzsod
a;tacgO9zsJ eeao 6,{COEm 8oz::c,iz;J8 alf,8@zsl oealgO
z::d8. 95. oesr€ qge:rEznecC ea>€o StE g
qorngorc,rzslq 6,{C@Ezs SOorozrJS q$ eg?sl oezrlg@

2s68, o@ qpo pe;s arafzirO qbcsanod qaoee gt8 I
geogmcsal 6,{cJOSzs 8eJur..:trJ8 qg D96J oerzrfg@

rl6ri' qa6 eog.,^ e18Om qeco9zloerl ee) EOaraet{8

I qa--ltrcrf arOOoi ozmg18 o86 zsrrge68o8qocC qeC$r:r 6,{OOaa
d€ 4{O@a:oc,J Qqrrr$ar o1839 dOrD ero q?rlrrrzr g{O9:r:cj
SEAq Ee ocbzac rlc8z::o<^:uJ $?srer; oz;{rrc 6f.

5 cii:c@ Edleilrlc5 csor el.8.q.el6at:JO $bzr gEesoc.:arccerr{ g6;c

oeJarr g8e:csa, es",46:s C[ tcn B sS z-r0 { I / W1= 3761

e.o W= 0/ f3 cpiurzrc.l rrgc a1oai.
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OtSOod' oerarE0 zod8. gcee 9 zn Oe@o 9c>
b?DO qbcoznoc.:l et88e e.rul 6{0@o eog)ctd
qo69?rcsof serelba oqOn dlo eseo?t E>rDzrl €o6J
p o188@ @lzl8at eeralOS.

e9@ 9er qbcazncs eoc8zlc a,6a:' @eo Q..e,
$co BEOc.r EAe5o6) eseo'oer@ qg€orl Ed<6cs 86o0
sc.33E oafmc qS 6EclC 6eca oo:cO g8elal8a:
elza$gO EgE eozsrdzocad oge eorBzlr zndm OO

6C gqc,r. r.qoOCO dO qbcozoce oerc$ qgec8zsod
tso 889c.3 qgetcEzoocd Ogole@zrJ ce9aJzt gCgo
treD etogoO ql8oa: so?Ded?DO Ag?tJ da:znc,r czr
g{O@mzoc8 SOarceal %.- col8Oo 6,erno8 sD. o@

qnO $eD zroJafO qUcozoc,r 6be 6{Ogocs (Head-

line Inflation) godJzsoa:r: 88oo qoeio€erresar oD.

&o oda;c 65e 6{A9zr:cs qlEopocd $gr artr}u:O

qUcozsq 9E?tJ eerzrJg@ a'rdzl SOzs: o@zllo, elerge@E
t^:o gglEogE ql8o::: qoor4a'J es6Oc8d 8Oo dal@

aiOc<^:altl e 6ooCdzl sOzladzo@, zoce.A&zo z:ralaJoc.: aJ

9o Sdeicqznocd g18Oor oOzneizo@ c$zr oqozsEg
eItosO{O gSoecsa} orsocsE. ds9zrJ@ per onJn}o
qUcazocs $cscod@zsr ggaJzocszsi cecs @e,i 9e o
gEoafEcszo 98to @god oai q eocEnc cjb)rzsr€

Secs. e99 qb<ozocs Etls6<.r SSoOQ zrczre&za Ego3g
q qZE'eD. qorO ocEalr zodor SOen^:a-J cq?o e4q€

20
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Oocde ceOoo - 2 (cs@OzrJOA)

oasse aCzrJ 8Oe>csal Otse zs€Sje q clzrlz: Ed<6^:
?Dg;SeC c1zl. Oo9zrl@ eeco<ire ocdc^:oJ E59cg<^s
z38o@Q qlEOor coled Edrzsd<ro ?o€ gAO qta.
og@ qbcaa:ceO qgoalal BOe:lcs?tJ Od 889, qbaazsco

esEulo OOr 6dOq ucdc.sal qlCore@zrlq 68@ ca'<i)

$c^:co9zs eezsizoc,lzo ogec dE 6,5ar tocCcs E5<nc^:

8B@ arr +q€C obedo<6 6ege szood@al erOE.

oOO qbcoarc^: eocBoc zodtrr gCcar @o #1.4Onl

I oCEerfzir es.O?D Oz"eC dA oc8zlcs 1999

oeOdCc6 gomocdQ a>a':6 zsrdzrr gQ. qc8c.:cp qbQqo
6esr zlC8eCzlsci 889c^r qEecEzrrc,s qtfl @eeg

z*tcs g qad, 9e> zsrnJalO qUcoarod qOcx o:9trJ

9ar erOziJOr oi89O geo?D recr 8Oe e6gzrr sed

oerr€ qgaroSzo gul€ orl.EOo SgEcs- oorf;
gpoc8zsrc-r,rJ8 g e@g 8gg! +aAtO Sesc arOSealn
qcS8zsrc^: eele 8c.s ga2 ce es SbOe 8cl. oe:cff
qgorEzsroaS 8gzo9 ge eOoadzs@ E6<6c^5 ESoOQ

qare zlC8eztr'br gal Oi.eO pza9x oerc€ qgecEzo
gEesaiEc^:al (relaxed interest rate pol icy) mc8ac zrd8.

ozsoed a>grlJ 9e$ csul 88Ocs g8oal8 E6<6'"s

85oO Q o99 qbcozsrce qas 6e:and6csal oece cor8zs:c

e?rr?srg; Sec,e, $oarai gEoalE Oger19 q1o89O era:

e?rJo?r g8errr8 esqarl3 geroei?rJe9O s9@ qbcezocs

98?rJ gocsCdoOzrJ'o"zogfo9cs dc$Oc$ eeleecd.

dro 6ooa 2

1993 dlDorg Oo AO 6{aeo cDoocJ qooerrc.ral cato elcr 0 6
Dg9o gga oddO g6<soo
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9E?rJ OE qozrJ 6ro,rr ee.OrlO O1E SSoO O1O8€oOe
esqeDc galEzocd@ OcoocozrJ ooOzl eq O.d. oOcgb qo
e@ 48 a 9qe Sesc acdOorcs SOoO cogc cscg8.

derczlocJ oc^::ri gE g@c<6cs 89 oarJo;ozocOsom

<6cs ozlcoo daleszlJ dzleq oOceb q@ e6@ 200 8?tJ

o96 gur€ Dz.8&. ccslqg o{6cs EdocQar qge:oa'rco

Ecoc^sO 56 ar e1O8&. o99 OlSDoOal gEaaa> g"zo I
zsO e@6 oedp pocd oc^:al qEg9cdcs 898. ozs8zsrc@m

<6cs sarco6, 9d <6cs g9c6oceal Ecscso 6 zsj esgSzsJ

Ec^r. 1998 q @ e.zocsD <6ar oedOc eperczlcl Scsr:O

I I ?sJ ce e5 qladz::eOa-lp zsrdm eq q?D6 e)cs 1997

gooO es9czl eE.

BEOcs oOogqooce8 ABzr ocOcs esqerc %QrnJ
Oalar4ocJ zocbcs ocdc.e gB zodOzri @o O1.eC 8o(<ra

B89o qgercEzncs aOu&SO eOnJOc <o1E@ qOzrlOO

8g z:r6ar eq 5o{6o 9qC Obo BB eozrrd8a} gaJ
OlOocd pq@ esicsEal escg oalarc $bar esOg B69a
qgocEzscs (REER) ftAdO B8@cs oOogqooc€ Qbaazs
60 9qC oOogqoecogE qbGe?sr o<SzrcOzsJ gAb-J B89cs
gBercEzood $c^rcztc6alCo q6re6c^: ?D6O e15&.
O.g. oOceb geQ o1E@ ulo Ba&O $qero g @o

O1"eoD E8@cs qgetcEzs q6r6 oOmes Scscse 2 6l
Ecs. o6Czs BE9cr oOogqoerc€OC 1997 e COc O.Oe
eocOcs?slO eral Eco. desco>c^s gzslO&al csOc zslzrJaJOcoO

enJ 8e@ gO gadorc qA 89 Eesc O.d. oOcaS/ocszrl

qgerc8zsocd O"Oe ocOo 1997 O escoad@O 1998 q
oqc26coEal er@<6 O1S Bcs. 1998 q @ e.zocoO QScsegl
q@6 ScscsO 9.6 8?rJ qOg9cdo Bc^:. 95r esde

88@cs ggeczlocd qcoc,r EcscaO 12 8?rJ gOg9c6
pocszr} o99 'zlderzslc6tocOcs B€aS qbcozoocd qcD6

1997 ge gccsscJ o1C1E 9OC9O <szr'f 8ci.

1998 Ocsob gces 4 zs gczlcszl pero:c^: 86@0

Q€ 8e Bo{o OaJzsO gOc6CaI Bcs. 8e OaJar@ e,3s)

Oc.&d Or.eOe Bo{ce OzrJzo@ er4eal 9d qe 8o{cr
CaJn:@ g9c<6cs O.d. oOcgb qr gzto 2,907 alp qard

Oc.: gces 5.9 n,r qozrlc^3?r €qeDt gOc<6OaJ 5cs.

t.9 9gr $ocoss

per gBeaJEo q18 qadOc8 Bo(e ocorcod<ficsal

csooal $cscal9zo eardl&. ooC@cs 9er: EbAq6 e€
ogCzood Of"e zoS9calzlcs eso pe> oOegqoocgO6l
DQOe qdOr8arcOcszoO ggcf ecgal 8Ocso. o{6cs

e"sacs cozr} arg, Dc{ace dcdlr 9eD Serca ScsE@O ddcsO

aOgdezrl es@oztJ qOcor Ba. O@8esc, 1998 eqC:r
toooc$ A€q 6,{O@arcs cslg8c,s gA cees q0 pOq,

9er g8ealEal z:rOgdOal eEC 889 9E?rJ oec€
qEocEar qQ zod@9e oarralE Bco.

zogcScs $ex oOoeqoocgCg B qBaaJ8zlzslcOcs

esu: 1998 qcdOoocd qalare e1@ ardgoJ goe o{6cl
6,dp@zlcs Eesr Cbeoc$ $C gccs E8ec.1 e€q gEerzrJE

qB 889 qOcox 5cs. qB 9ce 9rq OorBO gEOeQ
olEO qpa:cEzsrc^r 8c^:csO 12.00 8O ScscsO 1 1.65 qzslOc

qg 869 gEzrJ oqozr zscbqoDQ gd eBC aC?sJ

ooalEOq, 5o{ce SEOc^r oOogqoescogE mlOarzrl q1E
p C"OgzacOc.: oufzrpoozrl gEealE arogdeal qE zs:d@9

qOcalr Bcs. oa'reed pOq, dczualzld oOogqoocgOg
O.Oez:lcOcs $er) eJ aoc qc@z:lo g o{4c^: cegoe+@6

$c^:co@oal arlOar qiE 8@ 8esc, O18 OesQ gE$eQ
rol8@ qgecEzsr,s Scsc^sO 12.00 qzslOc mlOzlal O1E

E8g g8?tl gEozriEzrl qS ardSge 9ao 0a.4OC 8g
.fl.*
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1.5 o.Otr oOorn

$g,r qrooo OSd ocu{o@to q"cD€O 5rl 6ce
(Q8cst' (<n 13eu)

I 994

oqol9Ob
| 995

oqel9Ob
I 996

oqolBOU

I 997

oqcslOab

I $98

ogsleA{+)

oc&e q.4
o{Ec.o dzs:zo

dcdl E1"zD

qorrepal or&u a1"zE

.8 r-\x 6r ir- Anx

dcdr Q"zg
qear4rd oc&d a1"4

oOaral 9el qc,.roar
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