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A bstract

W e show that the jJant presence of maral hezaxd and repudiatian risk
grerales an impartantinteraction e ect 1N ader 1o proJce the prgper
Incantives tobamonass, the gotimal.. nendal aantractuncermaral hezaxd
clk Torall ad BEbke resaurass 1o be pad o the bder in the evat of
a poor realization fTor autput R gpudiatian sk Imis the size of this
trarsky; a6 the ddotorhes the otion todefeult T his upperbaund anthe
resource trarsiereacarbates the maral hezard prdolem, reduadng bBding
and the equilibrium bBwel ofinvestmattand autput

A ddonkedoemerts

T his pgperis Torthaoming in the R evew of Intematical Ecoamics. |
am gaelul O an anaymas rebeee Tor anmats. V iens eqoresssd
belong sokEly 1o the authar and do not necsssari ly rietect the gpinian of
e D gpartmatt oFEconamics of T nnity Colllege D ublin,



