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Figure 1: Real U.S. interest rates computed as the 3-month Bill
rate and the 10-year Government Bond yield both deflated by the
12-month growth rate of the CPIL
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Figure 2: World real GDP growth; * Forecast; Source: IMF,
World Economic Outlook Database, September 2006.
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Figure 3: Ratio of world imports of goods and services to world
GDP; Current prices in USD; * Forecasts; Source: IMF World
Economic Outlook Database, September 2006.
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Figure 4: Contour plot of the level of the ‘globalization premium’
as a function of the ‘overall’ markup’s half-life (x-axis) and initial

level (y-axis). Point A corresponds to the example discussed in
the text.
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Figure 5: The dashed line in the lower panel depicts the jump in
the interest rate on year 0 due to a fully anticipated accelerating

decline in markups (half-life of 14 years instead of 20 (solid line),
shown in upper panel).
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Figure 6: The ratio R is approximately 1 for high enough half-life
h (upper region); evaluated at a markup equal to 1.35.
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Figure 7: The dashed line in the lower panel depicts the drop
in the interest rate on year 0 due to an unanticipated decline
in markups (shown in upper panel). Solid ‘benchmark’ lines are
identical to those in Figure 5.
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Figure 8: Markups (Home, Foreign and the ‘Overall’ markup) are

positively related to trade costs.
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