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Y-emciency. The effectiveness with which
existing profitable market opportunities are
exploited. It is conceivable that the lack of
competitive market pressures induces a fail
ure by firms to supply potential customers
who are willing to pay a price which yields a
profit. Thus though a firm may be minimiz
ing the cost of producing a given output, and
therefore be X-EFFICIENT, it can be failing to
maximize profits due to this slackness with
regard to market opportunities. Though in
principle this could be the case, Y-efficiency
and X-efficiency are likely to occur together
given their similar origins.

yield. The annual return on a SECURITY

calculated as a percentage of its current mar
ket price. In the case of EQUITIES, there is a
distinction between earnings yield and DIVI

DEND YIELD, the former being calculated on
net profits and the latter on declared divi
dends . The dividend yield is normally below
earnings yield because of retained profits.
(See FLAT YIELD, REDEMPTION YIELr.o, YIELD

GAP, TERM STRUCTURE OF INTEREST RATES,

INTEREST RATE, RATE OF RETURN.)

yield gap. The difference between an
average YIELD on EQUITIES and a correspond
ing yield on long-dated fixed-interest SECURI

TIES . Traditionally equities were on the
upper side of this gap, reflecting the risk
element involved, but since the late 1950s a
'reverse yield gap' has existed, with the divi
dend yield on equities falling below that of
debt securities . This was caused first by the
expected growth element in equities, then
increasingly by the effect of inflation in rais
ing the nominal yields on debt. If one takes
the earnings yield on equities, the reverse
yield gap is a more intermittent phenom
enon . (See TERM STRUCTURE OF INTEREST
RATES.)

yield gap on securities.
See TERM STRUCTURE OF INTEREST RATES.
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