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TABLE 1 

A Numerical Example 

Baseline parameter values
1

3  0.456  1.0Lw  0.25Lp 
1

6
H
H  0.04r  1.6Hw  0.75Hp 

1
6

L
H  0.50p 

FC CWC LC NC
H
HMTRS 0.000 0.072 0.167 0.286
L
HMTRS 0.000 0.329 0.167 0.286

LMTRS 0.000 ‒0.174 ‒0.110 ‒0.249
Memo item: Under CWC, incentive-compatibility constraints (5.3), (5.4), and (5.5) are all binding. All omitted 
incentive-compatibility constraints are slack. 

TABLE 2 

CWC over the Long-Run 

Baseline parameter values
1

3  0.456  1.0Lw  0.25Lp  0.275Lp  0.225Lp 
1

6
H
H  0.04r  1.6Hw  0.75Hp  0.825Hp  0.675Hp 

1
6

L
H  β = 0.208 0.50q  0.55Cq  0.45Nq 

Economy 1
Economy T+1

following commit
Economy T+1

following no-commit
H
HMTRS 0.193 0.174 0.211
L
HMTRS 0.308 0.313 0.304

LMTRS ‒0.210 ‒0.202 ‒0.218
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FIGURE 1 

CWC over the long-run: Belief sensitivity 

FIGURE 2 

CWC over the long-run: Commitment sensitivity 

FIGURE 3 

CWC over the long-run: Equal belief and commitment sensitivity 


