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Introduction

After the Second World War, the United States of America became the
financial center of the West. Most of the international agreements after the
war, such as the Bretton Woods or the Marshall Plan in Europe, endorsed the
position of prominence of the United States and at the same time tried to
avoid monetary and trade tensions that had characterized the years following
1945. With the agreement of Bretton Woods the convertibility of US dollar was
35 dollars per “ounce” in fixed exchange rates; the main scope of this
agreement was the pledge of all participants to put into effect the full
convertibility of their currencies and the gradual abolition of foreign exchange
controls created after the great depression during the thirties.

The system of fixed exchange rates or “dollar-gold” standard was constituted
by a combination of laws, commitments and conventions by which the
United States (inner country) fixed its currency to gold and the outer
countries fixed their currencies to the US dollar, either directly or indirectly
through another currency (such as the pound sterling, the mark or the franc).
All these elements quickly restored a world-wide system of free exchange,
while the Marshall Plan helped with financing the reconstruction of West,
creating at the same time an open market for the United States products.

The International Monetary Fund (IMF), which grew out of Bretton Woods,
became an international institution invested with the power of regularizing
the international monetary system in order to prevent liquidity, scarcity and
competitive devaluation. Until the 1970s the United States carried out the role
of a central bank which created currency and regularized credit expansion.
The dollar became a universal currency accepted for international payments,
therefore the exchange rate stability and international flow of goods and
capitals depended on the dollar’s stability. The United States in many aspects
had acquired the position of Great Britain in the 19" century.

In the last forty years, international organizations such as IMF and World
Bank have taken on important weight in global monetary decisions, although
there were likewise other national and interregional organisms like Federal
Reserve in the United States, and later the foundation of the European Central
Bank in Europe to which all EU members gave up their monetary sovereignty
for the creation of monetary union.

The debate about fixed or flexible exchange rates began in the early 1950s
when Milton Friedman wrote his first influential paper, “The Case for Flexible
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Exchange Rates” (1953). It developed further in the 1960s when the Bretton
Woods system was in crisis, and the prevalent opinion moved in favor of
flexibility of exchange rates. Furthermore, the publication of Optimized
Currency Areas Theory by Robert Mundell (1961) opened another front on the
debate about the exchange rates as never seen before. Although more than six
decades have passed, the debate about fixed or flexible exchange rates is still
relevant today as it was in the 1950s.

The aim of this work is to reconsider at length the monetary debate on fixed
versus flexible exchange rates, and theories regarding the optimum currency
areas.

The Bretton Woods System

In July 1944, before the Great War ended, an international conference took
place at Bretton Woods, New Hampshire (USA) that had its main mission to
carry out the creation of the International Monetary Fund (IMF) an
international organization which was supposed to be created after WWII to
manage the control of international payments. The Bretton Woods system was
developed by two important protagonists of that time, the American minister
of state in the U.S. treasury, Harry Dexter White, and the renowned British
economist, John Maynard Keynes.

According to the White’s plan, an International Bank for Reconstruction
(today the World Bank) and an International Stabilisation Fund (later the IMF)
were to be established in order to help different countries reconstruct their
damaged economies and ease the problem of balance of payments. Keynes, in
general, agreed on this plan although he had another idea. Keynes wanted to
vest the IMF with possibilities to create money and with the authority to take
actions on a much larger scale on the stabilisation of international finance. In
case of balance of payments imbalances, Keynes suggested that both sides,
debtors and creditors, should reach an accord and adjust their strategies to
achieve the equilibrium in the foreign trade. In few words, countries with
payment surpluses should enhance their imports from the deficit countries
and in so doing generate foreign trade equilibrium. Harry Dexter White,
alternatively saw the imbalance of payments as an issue only for the deficit
country. However, Keynes’ plan was not taken into consideration as it was not
realistic and participants of the Bretton Woods' conference agreed on the
White’s plan.

The new monetary order created after the Great War was quite different
from the pre-war situation. Exchange rates continued to be fixed. Alignments
without the previous consensus of the IMF were forbidden. The newly created
IMF was provided with its own financial resources in order to guarantee that
countries in difficulty with their balance of payments had access to alternative
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solutions to devaluation. The exchange rates demanded the official
declaration of fixed parity as a central value based on the gold unit or the U.S.
dollar and all monetary authorities were expected to maintain the market
value of their currencies within 1% of the central parity. The United States
fixed the price of gold but the new system was not a real international gold
standard, and the Bretfon Woods agreement represented a compromise
between gold standard and dollar standard in which both dollar and gold
were used as reserves.

The controls on exchange rates and custom tariffs were admitted as a
temporary solution to the post-war situation. In reality, the full convertibility
of European currencies came only in 1958 although most of the
underdeveloped countries did not have convertible currencies and still held
the control over capital flows. Officially all currencies were convertible in gold
terms. At the end of the Second World War, the U.S. held 70% of all gold
reserves and was the only country sufficiently credible for fixing a parity with
gold. Gold remained the principal standard although all the currencies were
linked to gold through the dollar. The system therefore was based on the
ability of the U.S. to maintain the declared fixed parity of $35 per ounce of
gold. The use of the dollar as a currency for international transactions implied
that the U.S. must continue its deficit balance of payments in order to supply
liquidity to other countries.

The volume of financing of international exchanges depends, according to
the Bretton Woods agreement, on gold production not absorbed from private
uses and price variations. The impossibility of financing the increasing
volume of international trade with the flow of new “monetary” gold and the
opposition of the United States to devaluate the dollar, aggravated the
American deficit balance of payments.

At the end of the 1960s and the beginning of the 1970s the increase of
American public expenditures for the war in Vietnam and the extension of
charitable and social security programs accelerated economic growth and at
the same time worsened the deficit payments. Some industrialized western
countries were skeptical about the benefits of the international monetary
system and made known their protests. Much criticism was aimed at the
American government for the monetary policy of seigniorage in order to
finance the economic growth and the war efforts in Vietnam. The U. S. policy
was overly expansionist. During the first half of the 1960s, the French
government decided to exchange US dollars with gold for increasing the
inventory of gold. In fact, the French gold stock increased from 3.7 to 5.2
billion dollars between 1964 and 1966. The international markets took into
consideration this fact and pressed the monetary authorities of many
countries of the Gold Pool (Belgium, Holland, Switzerland, Italy, West
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Germany, United Kingdom and the USA), to sell gold in order to maintain the
parity of 35 dollars per ounce. Rather than bring on a total collapse of the
system, the countries changed their mode of operation.

However, the reduction of official gold reserves was accelerated, and the
gold pool countries went out from the international gold market and declared
that they would change gold to the official price only between themselves but
not from private agents. On the free market, the gold was changed to a much
higher price than the official one. The internal tension of Gold Pool countries
grew until President Nixon’s historic decision, on August 15, 1971, to suspend
the parity of the dollar with gold. That decision ended the Bretton Woods
system.

The Exchange Rates Policy after Bretton Woods

The collapse of the Bretton Woods system was an initial manifestation of the
growing contradiction between the intrinsic tendency of the productive forces
to develop on a global scale and the nation-state system.

The slide to flexible exchange rates in 1971, after systemic crises and the
inconvertibility of the dollar, did not come as a result of international
conference agreement (as in the case of Bretton Woods) or IMF decision but
was a unilateral action of the United States when President Nixon took the
dollar off. Then the major western countries took their currencies off the
dollar. Although, from a political standpoint the agreement to move to a
flexible exchange rate was a decision made in 1973 by three men, George
Schultz, US Secretary of the Treasury, Giscard d Estaing, Minister of Finance in
France, and Helmut Schmidt, Minister of Finance in Germany. George Schultz
was a distinguished labor economist and had been a colleague of Milton
Friedman at the University of Chicago in the 1960s, and later become
Secretary of Treasury in Nixon’s cabinet (Mundell, R. A., 2001, 15).

Milton Friedman was one of the first economists to assert that the only
motivation behind variations of exchange rates was the differential of
inflation and that flexibility was necessary in order to maintain the Purchasing
Parity Power (PPP). If the hypothesis of Purchasing Parity Power was verified
and the variations of exchange rates compensated for the differential of
inflation, we would have a relatively constant real exchange rate or at least
exchange rates characterized by a regular course. But in reality, things seem to
be different, the cause of exchange rate variation is often connected to
competitive structural changes in the economy. From an economic
standpoint, the real exchange rate in equilibrium changes, but these changes
are not very frequent and sometimes continue for a long time. This indicates
that the real exchange rate does not always correspond to fundamental
structural changes. These oscillations can be also presented as the product of
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monetary forces or overshooting. The thesis against fixed rates proves that we
do not really know the exact value of the exchange rate. This implies that
those who are called to address the exchange rates of one country do not
always have a solid basis for fixing and defending the right parity. The
overvaluation or undervaluation of fixed exchange rates is often a result of
political pressures; an argument that in the absence of a clear rule for the
fixation of the parties, monetary authorities probably base their decisions on
political convenience.

A prominent Nobel-prize economist, Robert Mundell, agreed that Bretton
Woods was not perfect because big countries did not follow the rules of
adjustment formally introduced by the system from the beginning. For
example, Britain and the United States in the 1960s automatically sterilized
reserve losses, throwing the burden of adjustment on other countries. The
period from 1950 to 1970 was a period of rapid growth for all the western
countries and Japan. Many countries, during this period, simply did not
follow the rules of a fixed exchange rate system due to the problems with their
monetary system. The developing countries tried to use the inflation tax as an
instrument of financing economic growth.

According to Mundell', there are at least two main reasons for the collapse
of Bretton Woods System: the first one is the undervaluation of the gold
anchor. The price of gold was politically decided by President Roosevelt
administration at $35 per ounce since 1934, and had become obsolete and
undervalued especially after the rise of inflation between 1959 and 1970 and
during the Korean and Vietnam War’. Most of the consumer prices were more
than doubled and the price of gold was undervalued.

“One World, One Money” Robert Mundell and Milton Friedman debate the virtues — or
not - of fixed exchange rates, gold, and a world currency. The Canadian Financial Post,
14 November- 14 December 2000, conceived and organized by editor-in-chief Terence
Corcoran. Re-printed in Mundell R. and Friedman M. (2001), “One World, One Money”,
Policy Options (May), 20.

2 For political reasons the two biggest producers of gold in the World were South Africa
and Soviet Union. South Africa during 1970s was doing a noxious policy of apartheid
against the principles of democracy; meanwhile Soviet Union was the historical enemy
of the west during the cold war. At this time the credibility of US was at stake so the US
rejected the Bretton Woods solution, provided by the IMF Articles of Agreement, for a
reduction in the par value of currencies, raising the price of gold. At the beginning of
1970s the US lose more than half of its post-war gold stocks and the west countries
asked further the US authorities to convert dollars into gold, the United States didn’t
accepted it and the Bretton Woods system failed.
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The second reason is the difference between the inflation objectives of the
United States and Europe. The United States, in order to finance the war in
Vietnam, imposed on the rest of the world a higher rate of inflation than was
optimal for Europe. Consequently, western European countries chose the
flexible exchange rate system, sacrificing the valuable convergence with one
another, which their economies had achieved around the fixed dollar after the
Second World War. Europe was trying to create a rival to the dollar in the form
of a new European currency that would be easy to deal with the fixed
exchange system.

Friedman agreed with Mundell (Mundell and Friedman 2001, 21-23) in
many aspects regarding the benefits of fixed exchange rates but he wanted to
add that fixed exchange rate system had a great defect: a country that expands
its monetary supply (for example the United States) can benefit by imposing
costs on other members of the system until these countries must accept its
currency at an unchanged rate. When the exchange rate is changed, and the
inflation is not more sustainable, so the rules are broken, the system naturally
cannot have any reason to survive. Friedman, differently from Mundell,
argues that a major advantage of a flexible rate is that a country will bear the
benefits and the costs of its own monetary policy fully. If a country during the
flexible rates system expands its monetary policy, will not directly affect all the
system and its trading partners but rather indirectly by reducing investment
and trade flow. This process is very important not only economically but also
politically because it reduces the occasions for international conflicts. Flexible
exchange rates offered a way of adjusting monetary and fiscal policies
through the market without political conflicts. So Friedman’s “verdict”, is that
the Bretton Woods system failed because the fixed exchange rates system was
not able to avoid economic and political conflicts in the long run.

The elimination of the gold backing from the US dollar was quickly followed
by the ending of fixed currency relationships and the lifting of most of the
restrictions on the movement of capital, throughout the 1980s, since several
countries were forced to ditch national controls under the rising pressure of
international markets. The result has been a series of storms and crises within
the international financial system. As a matter of fact, in 1987, differences
between the US and German monetary authorities over interest rate policies
contributed directly to the October stock market collapse. In order to avoid a
global collapse and recession, monetary authorities led by the US Federal
Reserve injected large amounts of liquidity into the international financial
system. These actions prevented a financial crisis with major consequences
for the trade between Europe and North America.

The decade of the 1990s was full of regional financial crisis. It started with
the British sterling crisis of 1992, followed two years later by the turmoil in
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bond markets in 1994 and the Mexican bailout of 1994-95. In 1997, the Asian
crisis arrived, followed by the Russian default of 1998 and subsequent danger
to the US financial system in the wake of the collapse of long-term capital
management in September 1998. The 2008 financial crisis and the global
recession that followed put more pressure on the global financial system
worldwide.

The implications of the growing size and the speculative nature of financial
movements in the times of globalisation called for a “new system of Bretton
Woods”. In 1996, Michel Camdessus, the Managing Director of the IME stated
that despite the monetary system had changed since 1944 the goals of Bretton
Woods were as valid today as they had been in the past. He highlighted that
international cooperation would be required to create a new Bretton Woods
system, which in his view means that countries must make a greater effort to
understand the economic policies of other countries and they must listen to
the judgement of others about their own national policies (Camdessus, M.
1996).

The main objective of this book is to focus on the longstanding monetary
debate on fixed versus flexible exchange rates, and theories related to
optimum currency areas and monetary unions. The monetary debate will be
introduced in a historical context by taking into consideration a variety of
views, opinions, historical facts and theories since the end of WWII to present.
The new developments in global currency areas and monetary unions will
give more insights into the evolution of the national currencies and exchange
rates.

The Structure of the Book

The book is divided into six chapters, each of them containing a considerable
number of segments with tables and illustrations. Chapter one discusses the
role of exchange rates in the balance of payments theories after the WWII and
the convertibility of national currencies to the gold standard. Chapter two will
take into account the discussion about the theories of capital mobility, fiscal
policy and dynamic adjustment under alternative exchange-rate systems. This
chapter will also focus on the credibility of monetary policy and the role of a
central banker on optimal contracts. Chapter three investigates in depth the
long-lasting monetary debate on fixed versus flexible exchange rates,
exchange rate regime classifications and shock absorbers.

Chapter four explores the theories about optimum currency areas and the
creation of monetary unions. In addition, chapter four will also deal with costs
and benefits of a common currency, the centralized monetary policy in a
monetary union and the debate over fiscal federalism. Chapter five, among
others, discusses the recent theories on current financial crisis and
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unconventional monetary policies. It also explores the impact of quantitative
easing on interest rates, exchange rates, fiscal policy and considers other
unconventional monetary concepts such as balance-sheet recession, etc.
Chapter six discusses in depth the new approaches of new exchange rates
theories developed in recent years.



Chapter 1
Exchange Rates and Balance

of Payments Theories

Introduction

In the late fifties of the last century, the discussion of possible arrangements
for international payments and liquidity was reopened. The opinion of
economists was that the balance of payments of the United States was in
disequilibrium and that the international monetary arrangements in place
were showing inadequate structural soundness. Some of them tried to
consider the case for flexible exchange rates as a method of dealing with the
problems of international liquidity and balance-of-payments equilibrium.
The system of flexible exchange rates, different from Bretton Woods system,
was considered to offer, under ideal circumstances, a solution to problems of
both international liquidity and external equilibrium. One of the main
objections to the gold standard system was that it served as the mechanism by
which a depression originated in one part of the world was transmitted
throughout the rest of the world. Under gold standard regime, there was a
high degree of positive correlation between the rate of output in one part of
the world and output elsewhere (Laursen S. and Metzler A. 1950).

Two well-known economists in early fifties - Laursen and Metzler (1950) -
proposed the flexible exchange rates as an alternative of fixed exchange rates
to break the link between the output of individual countries and the
fluctuations of the world demand. Professor James Meade, instead, deals with
the balance of payments, international labor and capital movements between
nations maintaining at the same time full employment domestically. Other
advocates of flexible exchange rates like Milton Friedman and Egon Sohmen
provide greater room for maneuver for monetary policymakers. Policy makers
are free to use monetary supply for other macroeconomic policies such as
stabilizing employment or inflation. This chapter will discuss some of the
issues related to the application of flexible exchange rates to the balance of
payments, convertibility to gold standard and demand elasticities after the
WWIL.



PAGES MISSING
FROM THIS FREE SAMPLE



Bibliography

ACIR (Advisory Commission on Intergovernmental Relations), 1989,
Significant Features of Fiscal Federalism, US Government Press, Washington
DC.

Aghion P, Bacchetta P. and Banerjee, A. 2000. “A Simple Model of Monetary
Policy and Currency Crisis,” European Economic Review, 44 (4-6), 728-38.

o .and .2001. “Currency Crisis and Monetary Policy in an
Economy with Credit Constraints,” European Economic Review, 45 (7), 1121-
50.

.and . 2004. “A Corporate Balance-Sheet Approach to
Currency Crisis, Journal of Economic Theory, 119(1), 6-30.

Aizenman J., and Flood P,, 1993. “ A Theory of Optimum Currency Areas:
Revisited”, Greek Economic Review, Issue Year. 1993.

Alesina A. and Wagner A., 2003. “Choosing (and Reneging on) Exchange Rate
Regimes,” NBER Working Papers No. 9809, Cambridge, Massachusetts,
National Bureau of Economic Research.

Alesina A., Barro R., and Tenreyro S., (2002). “Optimal Currency Areas”, NBER
working papers, Macroeconomic Annuals, v. 17, Issue 1, 300-45.

Aliber R.Z., 1972 “Uncertainty, Currency Areas and the Exchange Rate
System”, Economica, New Series, 39 (15), 432-441.

Assenza, T., Brock, W.A., and Hommes, C, H., 2012. “Animal Spirits,
Heterogeneous Expectations and the Amplification and Duration of Crisis”,
Working Paper, CeDEF, University of Amsterdam.

Atkenson A. and Bayoumi T., 1993. “Do Private Markets Insure against
Regional Shocks in a Common Currency Area? Evidence from the US”, Open
Economies Review, 4, 303-24.

Barajas A., Erickson L. and Steiner R., 2008. “Fear of Declaring: Do Markets
Care What Countries say about their Exchange Rate Policies? IMF Staff
Papers, Vol. 55. No. 3, 445-480.

Barro J.R. and Gordon B. D., 1983, “A Positive Theory of Monetary Policy in a
Natural Rate Model”, The Journal of Political Economy, Vol. 91 (4), 589-610.

Barro, J. R., 1979. “Money and the Price Level Under Gold Standard”,
Economic Journal, 89, 12-33.

Baumeister, C. and Benati, L. (2013) “Unconventional Monetary Policy and
the Great Recession: Estimating the Macroeconomic Effects of a Spread
Compression at the Zero Lower Bound”, International Journal of Central
Banking, June, pp. 165-212.

Bauer, M, D., and Neely. C, J., 2014. “International Channels of Fed’s
Unconventional Monetary Policy”, Working Paper 2012-028, Federal Reserve
Bank of St. Louis.



330 Bibliography

Bauer, M, D., and Rudebusch, G. D., 2014. “The Signaling Channel for Federal
Reserve Bond Purchases.“ International Journal of Central Banking, 10(3),
233-289.

Bayoumi T., 1994. “A Formal Model of Optimum Currency Area,” Staff Papers,
International Monetary Fund, Vol. 41, No. 4, pp. 537-54.

Bayoumi, T., and Masson P. R., 1995. "Fiscal flows in the United States and
Canada: Lessons for monetary union in Europe," European Economic
Review, Elsevier, 39(2), 253-274.

Bayoumi T. and Eichengreen B., 1993. "Shocking Aspects of European
Monetary Unification," in E Giavazzi and E Torres, (eds.) The Transition to
Economic and Monetary Union in Europe, Cambridge University Press, New
York, pp. 193-229.

. 1994. “One Money or Many? Analyzing the Prospects for Monetary
Unification in Various Parts of the World.” Princeton Studies in International
Finance, 76, Princeton, NJ: Princeton University Press.

. 1996. “Operationalising the Theory of Optimum Currency Areas,” paper
presented at the CEPR’s conference on Regional Integration in La Coruna,
Spain.

Bayoumi, T., and Taylor P. M., 1995. “Macro-Economic-Shocks, the ERM, and
the Tri-Polarity”, The Review of Economics and Statistic, 77 (2), 321-31.

Beine, M., De Grauwe, P.,, and Grimaldi, M. 2009. “The Impact of FX Central
Bank Intervention in a Noise Trading Framework,” Journal of Banking and
Finance, 33(7), pp- 1187- 1195.

Bergsten E, and Subramanian A., 2009. “American Cannot Resolve the Global
Imbalances on its own”, Financial Times, August 20, 2009.

Berkmen, S.P. (2012), “Bank of Japan’s Quantitative and Credit Easing: Are
They Now More Effective?”, IMF Working Paper 12/2, International Monetary
Fund, Washington, D.C.

Bergin, P, 1995. “Mundell-Fleming revisited: Monetary and Fiscal policies in a
Two-Country dynamic General Equilibrium Model with Wage Contracts”.
Unpublished Manuscript, Yale University, New Haven, Connecticut.

Bergin, P. and Feenstra, R. C., 2001. “Pricing-to-Market, Staggered Contracts,
and Real Exchange Rate Persistence”, Journal of International Economics, 54
(2), pp. 333-359.

Bergin, P, Glick R., and Taylor, A.M., 2004. “Productivity, Tradability and the
Long-run Price Puzzle”, NBER Working Paper No. 10569, pp.1-32.

Betts, C. and Devereux, M., 1996. “The Exchange Rate in a Model of Pricing to
Market”, European Economic Review, 40, 1007-21.

Betts C., and Devereux M. 1997. “The International Monetary Transmission
Mechanism: A model of Real Exchange Rate Adjustment Under Pricing to
Market”, Mimeographed, Unpublished Manuscript, University of British
Columbia, Vancouver.

Bickerdike, C. E, 1920. “The Instability of Foreign Exchanges”, Economic
Journal, 117 (30), pp. 118-122.

Blanchard, O. and Quah D., 1989. “The Dynamic Effects of Aggregate
Demand and Supply Disturbances”, American Economic Review, 79, 655-73.




Bibliography 331

Blanchard, O. and Katz L.E, 1992. “Regional Evolutions”, Brooking Papers on
Economic Activity, Washington D.C.

Blavy, R., and Juvenal, L., 2009. “Mexico’s Integration into NAFTA Markets: A
View from Sectorial Real Exchange Rates”, Federal Reserve Bank of St. Louise
Review, 91, pp. 441-64.

Blustein, P,, 2015. ‘Laid Low: The IME the Euro Zone and the First Rescue of
Greece’, CIGI Papers Series, N. 61 p. 1-32.

Blyth, M. 2013., “Austerity: The History of a Dangerous Idea”, Oxford
University Press, New York.

Bordo, M. D. and Kydland, E. E., 1996. “The Gold Standard as a Commitment
Mechanism”, in Tamin Bayoumi, Barry Eichengreen and Mark Taylor (eds.),
Modern Perspectives on the Gold Standard, Cambridge University Press.

Broda, Ch., 2001. “Coping with Terms-of-Trade Shocks: Peg versus Float”,
American Economic Review Papers and Proceedings, 91 (2), 376-80.

Brock, W., and C. Hommes. 1998. “Heterogeneous Beliefs and Routes to
Chaos in a Simple Asset Pricing Model,” Journal of Economic Dynamics and
Control, 22(8-9), pp. 1235-1274.

Buiter, W., 2014, “The Fed’s Bad Manners Risk Offending Foreigners”,
Financial Times, February 4.

Calvo, G., and Reinhart C. M., 2002. “Fear of Floating”, Quarterly Journal of
Economics, 117 (2), 379-408.

Candel-Sanchez, E, and Campoy-Minarro C. J., 2004, “Is the Walsh Contract
Really Optimal?” Public Choice, 120, pp. 29-39.

Canzoneri M., Vallés J., and Vifials J., 1996. “Do Exchange Rate Move to
Address International Macroeconomic Imbalances?” CEPR Discussion
Paper no, 1948, October.

Camdessus M., 1996. in an interview about “Global Monetary Policy”, see
www.imf.org.

Carr L. J. and Floyd E. J., 2002. “Real and Monetary Shocks to the Canadian
Dollar: Do Canada and the United States form an Optimal Currency Area?”
North American Journal of Economic and Finance, 13, 21-39.

Chinn, M., 2008. “Nonlinearities, Business Cycles and Exchange Rates,”
Economic Notes, 37 (3), pp. 219-239.

Chiodo A. ]J. and Owyang M. T., 2002. “A Case Study of a Currency Crisis: The
Russian Default of 1998”, The Federal Reserve Bank of St. Louis, Working
Paper Nov./Dec. 2002, pp. 7-17.

Chen, H., Curdia, V., and Ferrero, A., 2012. “The Macroeconomic Effects of
Large-Scale Asset Purchase Programs”, Federal Reserve Bank of San
Francisco. Working Paper 2012-22, Oct.

Chung, H., Laforte, J.P, Reifschneider, D., and William, J.C. 2012. “Have we
underestimated the Likelihood and Severity of Zero Lower Bound events?”
Journal of Money, Credit an Banking, v.44 (sup), pp. 47-82.

Cohen D. and Wyplosz C., 1989 “The European Monetary Union: An Agnostic
Evaluation,” in R. C. Bryant, D. A. Currie, J.A. Frenkel, PR. Masson, and R.
Portes (eds.), Macroeconomic Policies in an Interdependent World,
Washington, D.C.: IME pp.311-37.



332 Bibliography

Coleman A.M.G., 2001. “Three Perspectives on an Australasian Monetary
Union,” pp.156-188 in Gruen D. And Simon J. (eds.), “Future Directions for
Monetary Policies in East Asia,” Sydney, Reserve Bank of Australia.

CorcoranT. 2001. A Couple of Prima Donnas: Managing Friedman-Mundell,
Policy Options (May), 1-9.

CordenW. M., 1972. “Monetary Integration”, Essays in International Finance
93, Princeton, New Jersey, International Finance Section, Princeton
University.

CombesJ. L., Minea A., and Sow M., 2012. “Crises and Exchange Rate
Regimes: Time to break down the bipolar view?”, Workshop papers Oct.
2012, The Graduate Institute, Geneva, 1-26.

Commission of the European Communities, 1990. “One Market, One
Money”, European Economy, Brussels, 44, 63-178.

Commission Report: Interim progress report on implementation of Council
Directive 2011/85/ EU on requirements for budgetary frameworks of the
Member States" 29 Report of Session 2012-13 - European Scrutiny
Committee Contents: 18 Economic governance. Parliament.uk. 30 January
2013.

Council Directive 2011/85/EU. 2011, “On the Requirements for Budgetary
Frameworks of the Member States”, Official Journal of the European Union.
L306, 41-47.

Council Regulation (EC) No 1467/97. 2005. “On Speeding up and Clarifying
the Implementation of the Excessive deficit procedure”, Official Journal of
the European Union, 1209, 1-10.

Davidson, P., 1992. International Money and the Real World, Second Edition,
New York: St. Martin’s Press,

. 2002, Financial Markets, Money and the Real World, Edward Elgar,
Cheltenham, UK and Northhampton, MA.

D’Amico, S. and King, T.B., 2010. “Flow and Stock Effects of Large-scale
Treasury Purchases”, Finance and Economics Discussions Series, No. 2010-
52, 1-38.

De Grauwe, P,, and Grimaldi, M., 2004. “Bubbles and crashes in a behavioural
finance model”, Sveriges Riksbank, Working Paper Series, No.164, pp.1-42.

De Grauwe, P, and Grimaldi, M., 2006. “The Exchange Rate in Behavioural
Finance Framework”, Princeton University Press, Princeton and Oxford.

DelorsJ., (Chairman), 1989. Committee for the Study of Economic and
Monetary Union. “Report on Economic and Monetary Union in the
European Community. “European Commission, Report and Collection of
Papers, Catalogue No. CB-56-89-401-EN-C, 1-38.

Demertzis M., Hughes A., Rummel O., 2000. “Is the European Union a
Natural Currency Area, or it is held together by Policy Makers? “
Weltwirtschaftliches Achieve, Vol. 136 (4), 657-79.

Dick D. C., and Menkhoff L., 2012. “Exchange Rate Expectations of Chartists
and Fundamentalists Christian”, Centre for European Economic Research,
ZEW, Paper No. 12-026, pp.1-47.

Dornbusch R., 1976. “Expectations and Exchange Rate Dynamics”, Journal of
Political Economy 84, 1161-76.




Bibliography 333

Dornbusch R., and Krugman P., 1976. “Flexible Exchange Rates in the Short
Run”, Brookings Papers on Economic Activity, No.3, 537-584.

Dornbusch, R., and Park, Y. C., 1999. "Flexibility or Nominal Anchors?", in
Exchange Rate Policies in Emerging Asian Economies. Eds, S. Collignon, J.
Pisani-Ferry, and Y.C. Park, New York: Routledge.

Drabek Z. and Brada. J. C., 1998. “Exchange Rate Regimes and the Stability of
Trade Policy in Transition Economies” in The Impact of Exchange Rate
Regimes on the Stability of Trade Policy. World Trade Organization (WTO),
Economic Research and Analysis Division, Geneva, Switzerland.

Drucker, S., and Puri M., 2009. “On Loans Sales, Loan Contracting and
Lending Relationships,” Review of Financial Studies, 22, 2635-2677.

Economic Outlook 2012, No.92 (database) OECD, December 2012.

Edwards S. and Levy Yeyati E., 2005. “Flexible Exchange Rates as Shock
Absorbers”, European Economic Review, 49, 2079-2105.

Ellsworth P.T., 1961. “Gold and the Dollar Crisis. Review authors”, The
American Economic Review, 1 (51) 210-12.

Eichengreen B., 1985. “ Editor’s Introduction.” In Barry Eichengreen (eds.)
The Gold Standard in Theory and History, London, Methuen.

Eichengreen B., 1990. “One Money for Europe? Lessons from the U.S.
Currency and Customs Union,” Economic Policy, 10, 117-187.

Eichengreen B., 1997. “European Monetary Unification: Theory, Practice, and
Analysis”, MIT Press, Cambridge, MA.

Eichengreen B., 2009. “Out of the Box Thoughts about the International
Financial Architecture”, IMF Working Paper, May 2009, WP/09/116, p. 1-26.

Eichengreen B., 2014. “The Dollar and the Damage Done”, Project Syndicate,
February 2014.

Eichengreen B. and Bayoumi T. 1996. "Operationalizing the Theory of
Optimum Currency Areas," CEPR Discussion Papers 1484, C.E.PR.
Discussion Papers

Eichengreen B., Rose A., and Wyplosz C., 1996. “Contagious Currency
Crisis”, CEPR Discussion Paper 1453.

Eichengreen B. and Haussman R., 1999. “Exchange Rates and Financial
Fragility”, NBE Working Paper No. 7418.

Emerson, M., Gros D., Italianer A., Pisani-Ferry J. and Reichenbach H., 1992,
“One Market, One Money: An Evaluation of the Potential Benefits and Costs
of Forming an Economic and Monetary Union”, Oxford; New York, Oxford
University Press.

Engel, C., and West, D. K., 2005. “Exchange Rates and Fundamentals”, Journal
of Political Economy, 113 (3), pp. 485-517.

Eurostat., 2014. “Compact Guides, Basic Figures on the EU”, Statistical Office
of the European Union, Luxembourg.

., 2015. “Compact Guides, Basic Figures on the EU”, Statistical Office of
the European Union, Luxembourg, p. 1-6.

Farrell M. J., 1966. “Profitable Speculation”, Economica, 33, 183-93.

Farmer, J., and S. Joshi., 2002. “The Price Dynamics of Common Trading
Strategies,” Journal of Economic Behavior and Organization, 49(2), 149-171.




334 Bibliography

Fahr, S., Motto, R., Rostagno, M., Smets, E, and Tristani, O., 2010. “Lessons
for Monetary Policy Strategies from Recent Past”, ECB Working Paper Series,
No. 1336.

Frankel, J. A., and Froot, K. A. (1987): “Using Survey Data to Test Standard
Propositions Regarding Exchange Rate Expectations,” American Economic
Review, 77(1), 133-153.

Feldstein M., 1997. “The Political Economy of the European Economic and
Monetary Union: Political Sources of an Economic Liability,” The Journal of
Economic Perspectives, 11 (4), 23-42.

., 2000. “The European Central Bank and the Euro: The first Year,
National Bureau of Economic Research Working Paper 7517.

Fellner W., Machlup E, and Triffin R., 1966. Maintaining and Restoring
Balance in International Payments, Princeton, N.J., Princeton University
Press.

Findlay, R., and Rodriguez Alfredo C., 1977. “Intermediate Imports and
Macroeconomics Policy under Flexible Exchange Rates”, The Canadian
Journal of Economics, 10(2), 208-217.

Fisher. 1., 1922. The Purchasing Power of Money. Augustus M. Kelly, New York.

Flandreau, M. 1996. “The French Crime of 1873: An Essay on the Emergence
of the International Gold Standard,1870-1880.” Journal of Economic History,
51, No. 4, 862-897.

Fleming, M. 1962. “Domestic Financial Policies Under Fixed and Under
Floating Exchange Rates”, IMF Staff Papers 9(3), 369-79. Reprinted in
Cooper, Richard N., ed. (1969). International Finance. New York: Penguin
Books.

. 1971 “Essays in International Economics” Cambridge, Mass. Harvard
University Press.

Flood, R. P. and Garber, P. M. 1984. “Collapsing Exchange Rate Regimes: Some
Linear Examples”, Journal of International Economics, 17(1-2), 1-13.

Forni, M. and Reichlin, L., 1997. “National Policies and Local Economies:
Europe and the United States”, CEPR Discussions Paper, No. 1632.

Frankel, J. and Rose, A., 1997. “Is EMU more justifiable ex post than ex ante?”,
European Economic Review, 41, 753-760.

Friedman M., 1953. “The Case for Flexible Exchange Rates”, in Friedman M.
(ed.) Essays in Positive Economics, University of Chicago Press, Chicago, 157-
203.

., 1998. A primer on exchange rates, Forbes, November 2nd, 1998.

Frankel J.A. and Rose A.K,, 1997. “Economic Structure and the Decision to
adopt a Common Currency”, Institute for International Studies, Stockholm
University, Seminar Papers, No. 611.

Gagnon, J.E., Raskin, M., Remache, J., and Sack, B.P, 2011a. “The Financial
Market Effects of the Federal Reserve’s large-scale asset purchases”,
International Journal of Central Banking, 7 (1), 3-43.

., 2011b. “Large-Scale Asset Purchases by the Federal Reserve: did they

work?” Federal Reserve Bank of New York Economic Policy Review, 17 (1), 41-

59.




Bibliography 335

Ghosh A. R., and Wolf D., (1994). “ How Many Monies? A Genetic Approach to
Finding Optimum Currency Areas,” NBER Working Paper No. 4805.

Giannone, D., Lenza, M., Pill, H., and Reichlin, L., 2012. “The ECB and the
Interbank Market”, Economic Journal. v. 122 (564), pp. F467-86.

Glick, R., and Leduc, S., 2013. “Unconventional Monetary Policy and Dollar.”
FRBSE Economic Letter, no 2013-09, April.

Goodhart, C. A. E., 1998. "The two Concepts of Money: implication for the
analysis of Optimal Currency Areas", European Journal of Political Economy,
14, 407-432.

Gorton, G. B., and Metrick A., 2012. “Who Ran on Repo?” NBER Working
Papers 18455, National Bureau of Economic Research, Inc.

Greek Ministry of Finance, 2010. “Update of the Hellenic Stability and Growth
Program", European Commission. 15 January 2010.

Greenbaum, S. and Thakor, A. 1987. “Bank Funding Modes: Securitization
versus Deposits”. Journal of Banking and Finance, 11, 379-401.

Greenwood, R. and Vayanos, D. 2008. “Bond Supply and Excess Bond
Returns”, NBER Working Paper, 13806.

.,. 2010. “Price Pressure in the Government Bond Market”, American
Economic Review, Papers and Proceedings, 585-590.

Greenwood, R., Hanson, G. S., Rudolph, J., and Summers, L., 2014.
“Government Debt Management at the Zero Lower Bound”, Hutchins Center
on Fiscal and Monetary Policy at Brookings, Working Paper No. 5, Brookings
Institution, Washington, D.C., pp. 1-55.

Grimes A., Holmes E, and Bowden R., 2000. “An ANZAC Dollar? Currency
Union and Business Development”

Gros D., Alcidi C., and De Groen W.P, 2015. “Lessons from Quantitative
Easing: Much ado about so little?” CEPS, No. 330. March 2015.

Grubel H. G., 1970. “The Theory of Optimum Currency Areas”, The Canadian
Journal of Economics, 3 (2), 318-214.

Grubel H. G., 1973. “The Theory of Optimum Regional Associations” paper
presented at the Optimum Currency Areas Conference in Madrid, March
1970. Reprinted in The Economics of Common Currencies, (eds. H. Johnson
and A. Swoboda). London: George Allen and Unwin Ltd, 1973. pp. 99-113.

. 1999. “The Case for the Amero: The Economics and Politics of a North
American Monetary Union”, Critical Issues Bulletin, The Fraser Institute,
Vancouver, 1-48.

Gunsel N. R., Tursoy T., and Rjoub H., 2010. “An Empirical Analysis of
Currency Crisis, Fundamentals and Speculative Pressure”, African Journal of
Business Management, 4(6), 972-78.

Gurkaynak, R. and Wright, J. 2010. “Macroeconomics and the Term
Structure”, Mimeo, April 2010.

Hagen J von., 1992. “Fiscal Arrangement in a Monetary Union: Evidence from
the US”, in Fair E. D. and Boissieu de C. (eds), Fiscal Policy, Taxation, and
Financial System in an Increasingly Integrated Europe, Dordrecht,
Netherlands and Boston, Kluwer Academic Publishers, 337-59.




336 Bibliography

Hagen J von. and Neumann M. J. M., 1994 “Real Exchange Rates Within and
Between Currency Areas: How Far Away is EMU?”, The Review of Economics
and Statistics, 76 (2), 236-244.

Hahn EH., 1954. Review Authors “Essay in Positive Economics”,
Econometrica, Vol. 22, No.3. 399-401.

Hakim, S.R. and Rashidian, M., 2000. “Testing for Segmentation in the Term
Structure: Operation Twist Revisited”, Quarterly Journal of Business and
Economics, 39 (1), 3-21.

Hamilton, J.D. and Wu, J.C,, 2012. “The Effectiveness of Alternative Monetary
Policy tools in a Zero Lower Bound Environment”, Journal of Money, Credit
and Banking, vol. 44, (Supplement), 3-46.

Harberger A. C., 1950. “Currency Depreciation, Income and the Balance of
Trade”, The Journal of Political Economy, 58 (1), 47-60.

Harrod R., 1965. Reforming the World’s Money, London-New York, MacMillan.

Harris, R.G., 2000. “The Case for North American Monetary Union”, Isuma,
Canadian Journal of Policy Research, Spring, 1 (1), 93-96.

Hassan Sh., 2006. “Currency Crisis and Monetary Policy in an Economy with
Credit Constraints: The Case for Low Interest Rates Restored.” University of
Cape Town, Working Paper No. 14.

Harvey, T, J., 2009. “Currencies, Capital Flows, and Crises: A Post Keynesian
Analysis of Exchange Rate Determination”, Routledge, Taylor& Francis
Group, London and New York.

Hause J. C., 1966 “The Welfare Costs of Disequilibrium Exchange Rates,”
Journal of Political Economy, 74, 333-52.

Hausken, K. and Ncube M., 2013. “Quantitative Easing and Its Impact in the
US, Japan, the UK and Europe”. London: Springer.

HerndonT., Ash M., and Pollin R., 2013. “Does High Public Debt Consistently
Stifle Economic Growth? A Critique of Reinhart and Rogoff”, Working Paper
No. 322, Political Economy Research Institute, University of Massachusetts,
Ambherst, MA, 1-25.

Holmes J. M., 1972. “The Experience of Capital Flows, Fixed and Flexible
Exchange Rates and Full Employment”, The Canadian Journal of Economics,
5(2), 215-226.

Hommes, C., (2006). “Heterogeneous Agent Models in Economics and
Finance”, in Handbook of Computational Economics, Vol.2, Agent-based
Computational Economics, eds. Tesfatsion, L., and Judd, K.L., pp. 1109-1186.
Amsterdam, North-Holland.

Johnson H. G., 1963 “Equilibrium under Fixed Exchanges”, The American
Economic Review, 53 (2), 112-119.

. 1966. “Some Aspects the Theory of Economic Policy in a World of
Capital

Mobility”, in Essays in Honour of Marco Fanno, ed. T. Bagiotti, Padova.

. 1976. “Elasticity, absorption, Keynesian multiplier, Keynesian policy,

and monetary approaches to devaluation theory: a simple geometric

exposition”, American Economic Review, 66, 448-52.




Bibliography 337

Jones, R.W.,, 1968. “Monetary and Fiscal Policy for an Economy with Fixed
Exchange Rates,” The Journal of Political Economy, 76, 921-43.

Joyce, M., Tong, M., and Woods, R., 2011. “The United Kingdom’s Quantitative
Easing Policy: Design, Operation and Impact”, Bank of England Quarterly
Bulletin, Q3, vol. 51(3), pp. 200-12

IMF staff reports; 2008. IME World Economic Outlook Database and IMF staff
estimates, April 31, 2008.

IMF Fiscal Monitor, 2012, IME Taking Stock: A Progress Report on Fiscal
Adjustment, Oct. 2012, Washington D.C.

IMF staff report, 2014. “Strengthening the Contractual Framework to Address
Collective Action Problems in Sovereign Debt Restructuring”, staff paper,
Sept. 2014, 1.48.

Ingram, J.C., (1962), “Regional Payments Mechanisms: The Case of Puerto
Rico”, University of North Carolina Press, North Caroline.

Ishiyama., 1975. “The Theory of Optimum Currency Areas: A Survey”, IMF
Staff Papers, 22, 344-383.

Ivashina, V. and Scharfstein, D., 2010. “Loan Syndication and Credit Cycles”,
American Economic Review, 100, 57-61.

Kapetanios, G., Mumtaz, H., Stevens, I., and Theodoridis, K., 2012. “Assessing
the economy-wide effects of Quantitative Easing”, Economic Journal, vol.
122 (564), pp. F316-47.

Kawai, M., 1987 "Optimum Currency Areas." In Eatwell J., Milgate M., and
Newman P, (ed) The New Palgrave: A Dictionary of Economics.Vol. 3, p: 740-
742. New York: The Stockton Press.

Kemp, M. C., 1962. “The rate of Exchange, the Terms of Trade and the Balance
of Payment in fully Employed Economies,” International Economic Review,
3 (3), 314-327.

Kenen, P. B, 1969. “The Theory of Optimum Currency Area: An Eclectic View”,
in Monetary Problems of International Economy, Mundell and Swoboda
(eds.), University of Chicago Press, Chicago, Il.

Keys, B., Mukherjee, T., Seru, A., and Vig, V., 2010 “ Did Securitization lead to
lax Screening? Evidence from Subprime Loans”, Quarterly Journal of
Economics, 125, 307-362.

Kohn, D.L. 2009. “Monetary Policy Research and the Financial Crisis:
Strengths and Shortcomings”, Speech delivered at the Federal Reserve
Conference on Key Developments in Monetary Policy, Washington D.C.

Kollman, R. 1996. “The Exchange Rate in a Dynamic Optimizing Current
Account Model with Nominal Rigidities: A Quantitative Analysis”,
Mimeographed, Unpublished Manuscrip, University of Montreal, Montreal.

Koo. C. R,, 2014. “The Escape from Balance Sheet Recession and the QE Trap:
A Hazardous Road for the World Economy”. John Wiley & Sons Singapore Pte.
Lid, 1% Edition.

Krishnamurthy, A. and Vissing-Jogersen, A., 2011. “The Effects of
Quantitative Easing on Interest Rates: Channels and Implications for
Policy”, National Bureau of Economic Research, Cambridge. MA., Working
Paper 17555, 1-46.



338 Bibliography

Krueger, A. 0., 1965. “The Impact of Alternative Government Policies Under
Varying Exchange Systems”, The Quarterly Journal of Economics, 79 (2), 195-
208.

. 1969. “Balance-of-Payments Theory”, Journal of Economic Literature,
7(1), 1-26.

Krugman, P. 1979. “A Model of Balance-of-Payment Crises.” Journal of Money,
Credit and Banking, 11 (3), 311-25.

. 1983. Oil Shocks and Exchange Rate Dynamics, in “Exchange Rates and
International Economics”, Jacob A. Frenkel, ed., University Chicago Press,
259-284.

.1991, "Target Zones and Exchange Rate Dynamics", Quarterly Journal
of Economics, 106(3), 669-682.

.1993. “Lessons from Massachusetts for EMU” in Torres F. and &
Giavazzi E (editors) Adjustment and Growth in the European Monetary
Union, London: CEPR and Cambridge University Press, Cambridge, 241-261.
. 1996. “Are Currency Crisis Self-fulfilling?” NBER Macroeconomics
Annual.

. 1999. "Balance Sheets, the Transfer Problem, and Financial Crisis,
International Tax and Public Finance, 6(4), 459-72.

Kurihara, Y., 2006. “The Relationship between Exchange Rate and Stock
Prices during the Quantitative Easing Policy in Japan”, International Journal
of Business, 11 (4), 376-86.

Kydland E E. and Prescott C. E., 1977, “ Rules Rather than Discretion: The
Inconsistency of Optimal Plans”, The Journal of Political Economy, Vol. 85
(3), 473-92.

Labonte M., 2015. “Monetary Policy and the Federal Reserve: Current Policy
and Issues for Congress”, Congressional Research Service, 7-5700, RL30354.

Laidler, D. 2005. “Inflation Targets versus International Monetary Integration:
a Canadian Perspective,” Structural Change and Economics Dynamics, 16,
35-64.

Laidler, D., and Poschmann, E, 2000 “Leaving Well Enough Alone: Canada’s
Monetary Order in a Changing International Environment”, C.D. Howe
Institute Commentary, Toronto, May, No. 142.

Lam, R.W,, 2011. “Bank of Japan’s Monetary Easing Measures: Are They
Powerful and Comprehensive?”, IMF Working Paper 11/264, International
Monetary Fund, Washington, D.C.

Lane, PR, 2001. ‘The New Open Economy Macroeconomics: A Survey”,
Journal of International Economics, 54 (2), pp. 235-66.

Lane, R. P., 2000.Money Shocks and the Current Account, In Money, Capital
Mobility and Trade: Essays in Honor of Robert Mundell, ed. Calvo A. G.,
Dornbusch R., and Obstfeld M., MIT Press, Cambridge, Massachusetts,
London, England, 385-411.

Lavoie, M., and Daigle, G., 2011. “A Behavioural Finance Model of Exchange
Rate Expectations within a Stock-Flow Consistent Framework.” In:
Metroeconomica, Vol. 62:3, pp. 434-458.

Laursen S., (1955), “Productivity, Wages and the Balance of Payments”, The
Review of Economics and Statistics, 37(2), 180-188.




Bibliography 339

Laursen S., and Metzler L.A. 1950. “Flexible Exchange Rate and the Theory of
Employment”, The Review of Economics and Statistics, 32 (4), 281-299.

Leaven L., and Valencia E, 2010. “Resolution of Banking Crises: the Good, the
Bad and the Ugly”, IMF Working Papers, 10, 146.

Lenza, M., Pill, H., and Reichlin, L., 2010. “Monetary Policy in Exceptional
Times”, Economic Policy, v.62, 295-339.

Levy-Yeyati, E., and Sturzenegger E, 2003. “To Float or to Fix: Evidence on the
Impact of Exchange Rate Regimes on Growth”, American Economic Review,
93(4), 1173-93.

Levy-Yeyati E. and Sturzenegger F., 2005. Classifying Exchange Rate Regimes:
Deeds vs. Words. European Economic Review, 49, 1603-35.

Licchetta M., 2009. “Common Determinants of Currency Crisis: Role of
External Balance Sheet Variables”, Bank of England, Working Paper, pp. 366-
69.

Liu, P. and Mumtaz, H., 2013. “Changing Macroeconomic Dynamics at the
Zero Lower Bound”, Bank of England working paper, work-in-progress,
Bank of England, London.

MacDougall D., 1977. “Report on the Study Group on the Role of Public
Finance in European Integration,” Commission of the European
Communities, Brussels, vol.1.

MacDonald, R., 2007. “Exchange Rate Economics: Theories and Evidence”,
Routledge, London and New York.

Marston, R. C.,1984. “Exchange Rate Union as an Alternative to Flexible
Exchange Rates: The Effect of Real and Monetary Disturbances, in Bilson
J.EO. and Marston R.C. (eds.), in Exchange Rate Theory and Practice,
Chicago: University of Chicago Press.

McKinnon R. I.,1963. “Optimum Currency Areas”, American Economic Review,
53 (4), 517-525.

. 1971. “Exchange-Rate Flexibility and Monetary Policy,” Journal of
Money, Credit and Banking, 3 (2), 339-55.

McKinnon R.I., 2001. “Euroland and East Asia in Dollar-Based International
Monetary System: Mundell Revised”, in Money, Capital Mobility and Trade,
(ed. Calvo A. G., Dornbusch R., and Obstfeld M.), MIT Press, 413-429.

McKinsey Global Institute, 2015, “Debt and (not much) Deleveraging”,
McKinsey& Company publications, London, San Francisco & Shanghai, p.1-
124.

Meade, J. E. 1951. The Theory of International Economic Policy. The Balance of
Payments (Vol. one), Oxford University Press.

. 1957. The balance-of-payments problems of a European Free-Trade
Area, The Economic Journal. 67: 379-396.

Meese, R and Rogoff, K., 1983. “Empirical Exchange Rate Models of the
Seventies: Do They Fit Out of Sample?” Journal of International Economics,
14(1-2), pp. 3-24.

Meese, R.A., Rogoff. K.S. 1988. “Was It Real? The Exchange Rate-Interest
Differential Relation over the Modern Floating-Rate Period.” Journal of
Finance, 43 (4): pp. 933-48.




340 Bibliography

Melitz, J. 1996. “The Theory of Optimum Currency Areas, Trade and
Adjustment and Trade”, Open Economies Review, 7(2), 99-116.

Melvin, R.J. 1968. “Capital Flows and Employment under Flexible Exchange
Rates”, The Canadian Journal of Economics, 1(2), 318-333.

Meltzer A. H., 1986. “Size, Persistence and Interrelation of Nominal and Real
Shocks,” Journal of Monetary Economics, 17 (1), 161-194.

Menkhoff, L., and Taylor M. P., 2007. “The Obstinate Passion of Foreign
Exchange Professionals: Technical Analysis,” Journal of Economic Literature,
45,936-972.

Meyer, L.H. and Bomfim, A.N., 2010. “Quantifying the Effects of Fed Asset
Purchases on Treasury Yields”, Monetary Policy Insights: Fixed Income Focus.

Minford, P., 1995. “Other People’s Money: Cash in Advance Microfoundations
for Optimal Currency Areas,” Journal of International Money and Finance,
Vol. 14, 427-440.

Modigliani, F and Sutch, R. 1966. “Innovations in Interest Rate Policy”, The
American Economic Review, 56 (1-2), 178-97.

Molodtsova, T., and Papell, D. H. 2009. “Out-of-Sample Exchange Rate
Predictability with Taylor Rule Fundamentals,” Journal of International
Economics, 77 (2), pp. 167-180.

Molodtsova, T., and Papell, D. H. 2012. “Taylor Rule Exchange Rate
Forecasting During the Financial Crisis.” NBER, International Seminar on
Macroeconomics.

Mundell R. A,, 1960. “The Monetary Dynamics of International Adjustment
under Fixed and Flexible Exchange Rates”, Quarterly Journal of Economics,
74, 227-57.

. 1961a. “Flexible Exchange Rates and Employment Policy”, Canadian

Journal of Economics and Political Science, 27(4), 509-517.

. 1961b. "A Theory of Optimum Currency Areas." The American

Economic Review, 51, (4), 657-665.

. 1963. “Capital Mobility and Stabilization Policy Under Fixed and
Flexible Exchange Rates”, Canadian Journal of Economics and Political
Science, 29(4), 475-485.

———. 1968. International Economics, New York: Macmillan, 1968.

. “A Plan for a European Currency”. Paper presented at the Optimum

Currency Areas Conference in Madrid, March 1970, reprinted in The

Economics of Common Currencies (eds. H. Johnson and A. Swoboda).

London: George Allen & Unwin Ltd. 1973: 143-173

. 1973. “Uncommon Arguments for Common Currencies”, in Johnson

H.G. and Swoboda A.K. (eds.), The Economics of Common Currencies,

George Allen and Unwin Ltd, London, pp. 114-32.

. 1997. “The European Monetary System 50 Years after Bretton Woods:

A comparison between Two Systems”. Columbia University. (Paper

presented at Project Europe 1985-95, the tenth edition of the “Incontri di

Rocca Salimbeni”, meetings, in Siena, 25 November 1994).

. 1998. The Case for Euro, Part I and II, “The Wall Street Journal”’, March

24-25.




Bibliography 341

. 2000. "A Talk with a Father of the Euro." Interview with Mundell in
Business Week (November 13 2000).

.2001. “The Internationally Monetary System at the New Millennium”,
Rivista di Economia Politica (Third Angela Costa Lecture), 7-39.

Mundell, R. A. and Friedman, M., 2000. Mundell Robert and Friedman Milton
debate the virtues — or not — of fixed exchange rates, gold, and a world
currency, “One World, One Money”, The Canadian Fmanczal Post, articles
published between November 14th and December 14™ 2000, conceived
and organized by editor-in-Chief Terence Corcoran.

Mundell, R.A. and Friedman M., 2001. “One World, One Money”, Policy
Options (May), 10-30.

Mussa M., 1986. “Nominal Exchange Rate Regimes and the Behaviour of Real
Exchange Rates: Evidence and Implications,” in Real Business Cycle, Real

Exchange Rates and Actual Policies, Cornegie-Rochester Conference Series 25,
North Holland, Amsterdam.

Neary, J.P. and Purvis, D.D.. 1982. “Sectoral Shocks in a Dependent Economy:
Short-run Accommodations and Long-Run Adjustment”. Scandinavian
Journal of Economics, 84, 229-53.

. 1983. “Real Adjustment and Exchange Rate Dynamics”, in Exchange
Rates and International Macroeconomics (ed.) Jacob A. Frenkel, University of
Chicago Press.

Neely, C, J., 2012.” Large-Scale Asset Purchases had Large International
Effects.” Federal Reserve Bank of St. Louis, Working Paper, no. 2010-018c.

Obstfeld, M., 1980. "Intermediate Imports, the Terms of Trade, and the
Dynamics of the Exchange Rate and Current Account," Journal of
International Economics, 10(4), 461-480.

. 1994. The Logic Currency Crisis, NBER Working Paper No. 4640.

. 1996. Models of Currency Crisis with Self-Fulfilling Features.
European Economic Review, 40, 366-69.

Obstfeld, M. and Rogoff, K. 1995a. “Exchange Rate Dynamics Redux”, Journal
of Political Economy, 103, pp. 624-60.

Obstfeld, M. and Rogoff, K. 1995b. “The Intertemporal Approach to the
Current Account”. In Handbook of International Economics, (eds. Grossman
G. and Rogoff K)., 1731-99, vol. 3, Amsterdam: North-Holland.

Obstfeld, M. and Rogoff, K., 2002. “Global Implications of Self-Oriented
National Monetary Rules, “ The Quarterly Journal of Economics, v. 117(2),
503-535.

Ornstein, L. S., and Uhlenbeck, G. E. 1930. “On the Theory of the Brownian
Motion”. Physical Review, 36, no. 5: 823. doi:10.1103.

. Foundations of International Macroeconomics, Cambridge, Mass.:
MITT Press, 1996.

Oppers, S., 1996. “Was the Worldwide Shift to Gold Inevitable? An Analysis of
the End of Bimetallism”, Journal of Monetary Economics, 37, 143-162.

Peersman, G., 2011. “The Macroeconomic Effects of Unconventional
Monetary Policy in the Euro Area”, ECB Working Paper Series, NO. 1397, pp.1-
33.




342 Bibliography

Pennacchi G. G., 1988. “Loan sales and the cost of bank capital”, The Journal
of Finance, Vol. XLIII, No. 2, 375-396.

Penner, G. R., 1962. “The Inflow of Long Term Capital and the Canadian
Business Cycle 1950-1960,” Canadian Journal of Economics and Political
Science, 28 (4), 527-42.

Persson T. and Tabellini G., 1993. “Designing Institutions for Monetary
Stability”. Carnegie-Rochester Conference Series on Public Policy, 39, 53-84.

Reinhart C.M., 2000. “The mirage of Floating Exchange Rates”, American
Economic Review, 90 (2), 65-70.

Reinhart C. M. and Rogoff, K. S., 2010. "Growth in a Time of Debt”, American
Economic Review: Paper & Proceedings, 100 (2), 1-6.

. 2011. “From Financial Crash to Debt Crisis”, American Economic
Review, 101 (5), 1676-1706.

Rhomberg, R.R., (1964). “A Model of the Canadian Economy under Fixed and
Fluctuating Exchange Rates”, Journal of Political Economy, 72 (1), 1-31.

Ricci L. A., (2008). “A Model of an Optimum Currency Area,” IMFE Special Issue,
Vol. 2, 2008-8, pp. 1-31.

Rogoff, K. S., 1996. “The Purchasing Power Parity Puzzle”, Journal of
Economic Literature 34, 647-68.

. 1985. “The Optimal Degree of Commitment to a Monetary Target”,
Quarterly Journal of Economics, 100, 1169-90.

Rose A. K., 1994. "Exchange Rate Volatility, Monetary Policy, and Capital
Mobility: Empirical Evidence on the Holy Trinity", NBER Working Paper No.
4630, Cambridge, Ma.

. 2007. “A Stable International Monetary System Emerges: Inflation
Targeting is Bretton Woods, Reserved,” Journal of International Money and
Finance, 26 (5), 663-81.

Rossi, B. 2013. “Exchange Rate Predictability.” Journal of Economic
Perspectives, 51 (4), pp. 1063-1119.

Sala-i-Martin X. and Sachs J., 1992."Fiscal Federalism and Optimum
Currency Areas: Evidence for Europe from the United States," CEPR
Discussion Papers 632, C.E.PR. Discussion Papers.

Samuelson PA., (1947). Foundations of Economic Analysis, Cambridge,
Massachusetts. Harvard University Press.

Sarno, L., 2008. “Purchasing Power Parity” in Durlauf, Steven N., and
Lawrence E. Blume (eds.) The New Palgrave Dictionary of Economics, 2
edition, Palgrave MacMillan, London.

Sarno, L., Taylor, M.P,, and Chowdhury, I., 2004. “Nonlinear Dynamics in
Deviations from the Law of One Price: A Broad-Based Empirical Study”,
Journal of International Money and Finance, 23, pp. 1-25.

Sarno, L. and Valente, G. 2006. “Deviations from Purchasing Power Parity
under Different Exchange Rate Regimes: Do They Revert and, If so, how?”,
Journal of Banking and Finance, 30, pp. 3147-3169.

Scott, A. 1999. “The Macro-economic context of the Euro”, in Beaumont, P.

and Walker, N. (eds.) Legal Framework of the Single European Currency,
Oxford, Hart Publishing

nd



Bibliography 343

Sohmen E,, 1957. “Demand Elasticities and the Foreign-Exchange Market”,
The Journal of Political Economy, 65 (5), 431-436.

. 1958. “The Effect of Devaluation on the Price Level”, Quarterly Journal

of Economics, 72, 273-283.

. 1961. Flexible Exchange Rates — Theory and Controversy, Chicago:

University of Chicago Press.

. 1967. “Fiscal and Monetary Policies Under Alternative Exchange-Rate
Systems”, The Quarterly Journal of Economics, 81 (3), 515-523.

Stein L.]J., 1961. “Destabilizing Speculative Activity Can be Profitable”, Review
of Economics and Statistics, 43, 301-302.

Stiglitz J. E., 2002. “Capital Market Liberalization and Exchange Rate Regimes:
Risks without Reward”, Annals of the American Academy of Political and
Social Science, Vol. 579, 219-248.

. 2014. “The World Needs a Sovereign Debt Restructuring Mechanism,”
Emerging Markets.Org, December 10, 2014.

Stroebel, J. C., and Taylor, J.B., 2012. “Estimated Impact of the Fed’s
Mortgage-backed Securities Purchase Program”, International Journal of
Central Banking, 8 (2), 1-42.

Swanson, E. T., 2011. “Let’s Twist Again: A High-Frequency Event Study
Analysis of Operation Twist and Its Implications for QE2”, Brooking Papers
on Economic Activity, Vol. 42(1), 151-207.

Tarapore Committee. 1997. Report of the Committee on Capital Account
Convertibility. Mumbai, Reserve Bank of India.

Taylor, J.B. 1993. “Discretion Versus Policy Rules in Practice,” Carnegie-
Rochester Conference Series on Public Policy, 39, pp. 195-214

Tian G. and Huang K. 2011. “Reputation and Optimal Contract for Central
Bankers,” Macroeconomic Dynamics Theory, 15. 441-464.

Tower E. 1973. “Commercial Policy Under Fixed and Flexible Exchange Rates”,
Quarterly Journal of Economics, 87(3), 436-454.

Tower E., and Willett T. 1976. “The Theory of Optimum Currency Areas and
Exchange Rate Flexibility: A More General Framework”, Special Papers in
International Economics, 11, Princeton University.

Triffin R. 1960. “Gold and the Dollar Crisis”, New Haven: Yale University Press.

. 1966. “ The World Money Maze. National Currencies in International
Payments”, New Haven, Connecticut and London, Yale University Press.

Tsiang C. 1961. “The Role of Money in Trade-Balance Stability: Synthesis of
the Elasticity and Absorption Approaches”, American Economic Review, 51,
912-936.

Ueada, K., 2011. “The Effectiveness of Non-Traditional Monetary Policy
Measures: The Case of the Bank of Japan”, CARF Working Paper, CARF-F-252,
Centre for Advanced Research in Finance, University of Tokyo.

Ugai, H., 2007. “Effects of the Quantitative Easing Policy: A Survey of
Empirical Analyses”, Monetary and Economic Studies, March, vol. 25 (1), p.1-
48.




344 Bibliography

Valente, G., 2009. “International Interest Rates and the U.S. Monetary
Announcements: Evidence from Hong Kong and Singapore”, Journal of
International Money and Finance, 28 (6), 920-40.

Vauber R., 1978. “Real Exchange Rate Changes in the European Community: A
new Approach to the Determination of Optimum Currency Areas”, Journal
of International Economics, 8, 319-339.

Vayanos, D. and Vila, J.L. 2009. “A Preferred-habitat model of the Term
Structure of Interest Rates”, NBER Working Paper No. 15487.

Walsh E. C., 1995. “Optimal Contracts for Central Bankers”, The American
Economic Review, Vol. 85 (1) 150-67.

Williams, J. H., 1953. Trade not aid: A program for World stability. Cambridge,
Massachusetts. Harvard University Press.

. 1965 “The Crawling Peg”, in Essays in International Finance, No. 50,

Princeton, N.J.: Princeton University Press.

.1996. The Crawling Band as an Exchange Rate Regime: Lessons from

Chile, Colombia, and Israel, Washington: Institute for International

Economics.

.1999. Crawling Bands or Monitoring Bands: How to Manage Exchange

Rates in a World of Capital Mobility, Policy Briefs, Peterson Institute for

International Economics.

.2000 “Designing a Middle Way between Fixes and Flexible Exchange
Rates” Institute for International Economics, Paper presented to a
conference on “Monetary and Exchange Rate Policies: Options for Egypt”
Egyptian Center for Economic Studies, Cairo, Egypt, November 2000, p. 1-13.

Williams, J. C., 2014. “Monetary Policy at the Zero Lower Bound: Putting
Theory into Practice”, The Brookings Institution, Hutchins Center Working
Papers no.3, January.




A

Aghion P, 107-8

Aizenman J., 169

Alesina A., 123

Alternative Exchange-Rate
Regimes, 118-27

Aliber R.Z., 107

Amero, 163, 168

Anzac dollar, 167-8

Atkenson, A., 178

B

Bacchetta, P, 107-8

Balance of Payments, 11-7

Balance Sheet Recession, 276-80

Banarjee, A., 107-8

Barajas, A., 124, 126-8

Barro, J.R., 23, 72-77, 80, 175

Baumeister, C. 244, 264

Bayoumi, T., 149, 167, 169-170,
177-78, 182-84, 200

Behavioral Finance, 308-13

Benati, L., 244, 264

Belgium-Luxembourg Economic
Union, 143

Bergsten E, 84

Berkmen, S., P, 244

Bergin, P, 136, 303

Betts C., 136, 301, 303

Bickerdike, C. F, 2-3

Blanchard, O. 137, 179.

Blustein, P, 331.

Blyth, M., 205.

Bordo, M. D,, 24

Brada.]. C., 62

Bretton Woods System, 25-8, 113,
142-43

Brexit, 214-15

Index

Broda, Ch., 117
Buiter, W., 96

C

Capital flows, 41-50, 113,157

Chartalist approach, 188

Chartists vs. Fundamentalists,
296-300

Calvo, G., 118, 123,190

Candel-Sanchez E, 82

Canzoneri M., 190

Camdessus, M., xv.

Campoy-Minarro C.J., 82

Carr L. ]J., 165-6

Central Bankers, 78-83

Centralized Monetary Policy, 191-
97

Chiodo A.J., 110

Chung, H., 263

Cohen D., 181

Coleman A.M.G., 167

Communaute Financiere
Africaine (CFA), 144, 162

Commercial and Trade Policies,
57-63

Common Monetary Area, 144

Corcoran T, xiii

CordenW. M, 151, 154

Combes]J. L., 111

Crawling Band Exchange Rate
Regime, 101-3

Credibility and Optimization in
Monetary Policy, 71-78

Criterion of Factor Mobility, 146-9

Criterion of the Degree of
Openness, 149-51

Criterion of Diversification in
Production, 151-52

Curdia, V,, 331

Currency Crises, 103-111



346

D

Davidson, P, 111

D’Amico, S., 244-48

Delors Report, 145, 192

Demertzis, M., 177

Devereux, M., 136, 301, 303.

Dornbusch R, 63-4, 71, 113

Drabek, Z., 62.

Dynamic Adjustments of
Exchange Rates, 63-71

E

Edwards, S., 129, 132, 135

East Caribbean Monetary
(Currency) Authority, 143

Ellsworth PT,, 27

Eichengreen, B., 84, 96, 106, 148,
160, 167, 177

Emerson, M., 155

Erickson, L., 124, 126-8.

European Atomic Energy
Community, 191

European Central Bank (ECB),
186, 191-97

European Economic Community,
191

European Coal and Steel
Community, 191

European Financial Stability
Facility, 214, 241

European Monetary System, 192

European Monetary Institute, 192

European Monetary Union, 191-
97

European Recovery Program
(ERP), 11

Exchange Rate Regime
Classification, 118-128

European System of Central Banks
(ESCB), 192, 195

European Systematic Risk Board,
241

European Payments Union, 160

F

Farrell, M. ], 114, 115

Index

Fahr, S., 266

Feldstein M., 157, 185, 195

Fellner, W,, 115

Ferrero, A., 331

Financialisation of Exchange
Rates, 319-22

Fisher, 1., 23, 99

Fleming-Mundell model, 41

Floyd E. J., 165-6.

Findlay, R., 50-55

Flandreau, M., 22

Fleming, M., 41, 113

Flood, R. P, 105

Foreign Exchange Market
Psychology, 315-319

Forni, M., 178

Frankel, J., 157, 296

Friedman, M., 17-21, 24, 33, 92-94,
114

G

Gagnon, J.E., 243, 264, 270

Ghosh, A. R, 169

Giannone, D., 267

German Zollverein, 140

Glick, R, 270

Global Debt, 285-291

Global Monetary Influence Areas,
215-220

Global Reserve Currency, 83-88

Gold-dollar standard, 142

Gold-pound standard, 142

Gold Monometallism, 22

Gold Standard, 21-26

Gold Standard Regime, 6-11

Gordon, B. D,, 72-76

Goodhart, C.A. E., 188

Greek Debt Crisis, 208-214

Greenwood, R., 243

Gresham’s Law, 21

Grimes, A., 167

Gros, D., 257

Grubel, H. G., 150, 156, 161

Gunsel N. R,, 110

Gurkaynak, R., 248



Index

H

Hahn, E H., 20-21
Harberger, A. C., 4-5
Hagen, J. von.,, 157, 201
Hakim, S.R. 243
Hamilton, J.D. 243
HarrodR., 111
Harris, R.G., 164
Hassan Sh., 108
Haussman R., 128
Hause]. C., 112
Hausken, K., 262
Herndon T., 237
Holmes J. M., 88
Hughes A., 177

I

Ingram, J.C., 186

Inflation Channel, 274

International Monetary System,
21-26

Ishiyama, Y., 154

J

Johnson, H. G., 16, 17, 88,111
Jones R. W,, 88
Joyce, M., 265

K

Katz L.F, 179.

Kapetanios, G., 265

Kawai, M., 186

Kemp, M. C, 112,113

Kenen, P. B., 151-3, 186, 197

Keynesian multiplier approach,
16-7

King, T.B., 244-48

Kohn, D.L., 243

Kollman, R., 136

Koo. C. R., 276-8

Krishnamurthy, A. 244, 273

Krueger, A. O., 112

Krugman, P, 56, 106, 114

Kurihara, Y., 262

347

Kydland, E E., 24, 72

L

Laforte, J.P, 263

Labonte M., 255

Laidler, D., 164

Lam, R.W,, 244

Lane R. P, 304

Large-scale asset purchase, 97,
243-4, 252-4, 256-7

Latin Monetary Union, 141

Laursen, S., 6-10, 29

Leaven, L., 103

Lenza, M., 266

Levy-Yeyati E., 129, 132, 135

Licchetta M., 110

Liu, P, 263

M

Managed Floating System, 100-3

Marshall Plan, 12

Marshall-Lerner condition, 16, 32,
46

Masson P. R., 200

Maastricht Treaty, 205

MacDougall Report, 198

Meade]. E,, 12-5

Melitz, J. 190

Melvin, R.J. 42-7

Meltzer A. H., 6-10, 29

Metalist approach, 188

Meyer, L.H. 243

Minford, P, 169

MineaA., 111

Modigliani, E, 243

Monetary Policy Coordination, 92-
8

Monitoring Band Regime, 102

Mundell, R. A,, 105, 109, 117, 146-
8, 153,193

Mussa, M.,180

N

Neary, J.P, 64-6, 71
Neely. C.]., 270
Neumann M. J. M., 157



348

0

Obstfeld, M., 185, 106, 301

Oil Shocks, 183

One Market, One Money, 155, 159

Operation Twist, 243, 269

Oppers, S., 22

Optimal Contracts, 71-8

Optimum policy mix, 152

Ornstein-Uhlenbeck (O-U)
process, 245

Outright Monetary Transactions,
241

Owyang M. T., 110.

P

Peersman, G., 266

Penner, G. R., 42-7

Persson, T., 78

Prescott, C. E., 72

Purchase Power Parity, 304-8
Purvis, D.D., 64-6, 71

Q

Quah, D., 137
Quantitative Easing, 242-76

R

Raskin, M., 270

Reinhart C. M., 118, 123, 190.

Reifschneider, D., 263

Remache, J., 279

Rhomberg, R.R., 40-1

Ricci, L. A., 170

Rogoff, K. S., 78, 96, 103, 136,
185,357

Rose, A. K., 106, 124, 157, 160

Rudebusch, G. D., 270

S
Sala-i-Martin, X., 181, 201
Sachs, J., 201
Sack, B.P, 270

Samuelson, PA., 40

Index

Scandinavian Monetary Union,
140-41

Scott, A., 221

Shock Absorbers, 128-37

Signaling channel, 272

Sohmen E., 29-33

Sow, M., 111

Special Drawing Rights, 83-88

Stability Pact, 198-200

Stein, L.J., 115

Stiglitz J. E., 289

Stimulus Programs, 280-5, 190

Stroebel, J. C., 243

Subramanian, A., 84

Swanson, E. T., 269

T

Tabellini, G., 78

Taylor, J.B., 181, 243, 299, 308

Taylor Rules Fundamentals, 313-
15

Tenreyro, S., 169

Tian, G., 80

Tower, E., 154

Triffin, R., 116

Tsiang, C., 47

U

Ueada, K., 262

Uhlenbeck, G. E., 245

Ugai, H., 262

Unconventional Monetary
Policies, 223-76

\Y%

Vallés, J., 190.
Valente, G., 243
Vauber, R., 344
Vayanos, D., 243
Vila, J.L., 243

w

Wagner, A., 123
Walsh, E. C., 78-82



Index 349

Williams, J. H., 15
Willett T., 154
Wright, J., 248
Wyplosz, C., 181.

Z

Zero lower bound, 250-1, 266









