
Figure 1: Classic, quiet speculative attack w/perfect foresight  
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Generation 1: Krugman (1979) Speculative Attack Model

Regime 1: 
Fixed rate, 
reserves 
finance deficit, 
∆R = G ‐ T so L 
stays constant

Regime 2: 
Floasting rate, 
siegniorage 
finances deficit, 
∆e = π so L rises 
at a constant 
rate


