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equilibrium exchange rate, since it is set directly by the market. The paper develops an analytic model to explore the relationship between the
parallel exchange rate and the equilibrium rate. It is determined that only under a fairly narrow set of circumstances will the parallel rate be set at a
level close to the equilibrium exchange rate. The paper then compares the evolution of oEicial and parallel exchange rates over time, in a large
sample of different countries, to provide a feel for the applicability of the previously-derived theoretical results.
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