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The overall purpose of my study is to investigate economic policies to
minimize the social welfare loss if a sovereign debt crisis happens in a large economy. In this
study, | show that the existing sovereign default models are not useful for the purpose of this
study. These models assume that a sovereign default is triggered by its decision, but a sovereign of

a large economy will not choose to default because of its massive impact on the economy. This
result implies that it is necessary to construct an alternative model for an analysis of sovereign
debt crisis in a large economy.
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