Hoover Press : Currency DP5 HPALESINDX 07-12-:1 12:42:12 revl page83

Index

Alarcon, Fabian, 3

anchor countries, xviii, 1215, 16, 17

Argentina, 59; U.S. monetary policy’s
effect on, 63-65

Australia, 60, 65

banks, 44; bankruptcy of, 43, 45, 69, 70;
World Bank, 67

bank, central. See central bank

Bolivar, Simon, 2

Borenzstein, Eduardo, xvii

Broda, Christian, xvii

Bucaram, Abdala, 2

Calvo, Guillermo, xvii, 7, 51

Calvo-Reinhart effect, 53

Canada, 60, 65, 77

Cavallo, Domingo, 2

Central America, 18

central bank, 44, 46, 50, 58; distortions
eliminated by, 80; independence of,
77; monitoring inflation, 77; reform of,
78; spillover effects of, 78, 79, 80;
trade shocks’ impact on, 72

Cespedes, Luis, xvi

CFA Franc zone, xviii, 22

Chang, Robert, xvi

China, 11

compensation agreements, 15, 16

creditors, 8; private sector, 8; IMF
coercion of, 9

crisis, Asian, 69; currency, 39, 49, 59;
debt, 45; Long-Term Capital
Management, 60

currency, collapse of, 59; crisis, 39, 42,
59; devaluation of, xxi; floating, 40;
fluctuation of, 41; foreign, 50; future
of, 40; mismatches of, 42; stabilization
of, 67

currency areas, 11, 19, 26; border effect
on, 28; East Caribbean, xviii, 22;
optimum, xvii

currency boards, 31, 39, 57, 59, 60, 63,
71; adoption of, 43; long-term growth
increased by, 31

currency unions, xix, 12, 24, 31;
consumption insurance affected by,
28, 29; cost-benefit analysis of, 12;
countries that benefit from, 17; desired
sizes of, xv; diverting trade, 33;



Hoover Press : Currency DP5 HPALESINDX 07-12-:1 12:42:12 revl page84

84

currency unions (continued)
economic linkages among, 23; free
trade areas in, 33; geographical effects
on, 36, 37; high inflation eliminated
by, 27; home bias effect on, 29, 33;
income affected by, 35; influence on
trade, 14, 32, 35; integration with, 29;
international transactions in, 22, 28;
long-term effects of, 36; member
country characteristics, 23, 24; model
of, 17, 18; nominal exchange rates
fixed by, 206, 27; non-expansionary
monetary policy commitment in, 31,
real exchange rate stability affected
by, 26; regional integration affected
by, 19; in small countries, 18;
specialization of, 24; standard
deviation in, 27; trade within, 25

debt, 42, 72; denomination of, 72; of
Ecuador, 8; emerging market, 60, 62;
external, 62; foreign exchange-
denominated, 42; service, 71
dollarization, xvii, xix, 9, 11, 12, 13, 16,
17, 31, 41, 57; benefits of, 39; deposit,
42; of Ecuador, xx, xxi, 1, 7, 9, 10; full,
45, 47; integration, 21; lender-of-last-
resort capabilities affected by, 43—45;
of liabilities, 42, 43, 69, 70, 73; loss of
independence caused by, 14;
misconceptions about, 42; partial, 42,
43; raising income, 30; success of, xxi
domestic currency, xv, 39, 44; national
pride of, xv; depreciation of, 63
Duran Ballen, Sixto, 2

economic integration, 21; “border effect”
on, 22; co-movement of GDP, 27,
regional political integration linked to,
21

economic reform, of Ecuador, 4-10

Ecuador, 12; dollarization of, xx, xxi, 1,
7,9, 10, 40, 49; economic history of,

1-5; economic reform of, 4-9; GDP of,

2-5; government of, 2, 3, 4; IMF

Index

involvement with, 4-8; investment in,
3; U.S. trade with, 36

El Loco. See Bolivar, Simon

El Salvador, xxi; exchange rates of, 36

emerging markets, 43, 45, 67; economies
of, 57, Emerging Markets Bond Index,
62, 66; monetary independence in,
57-66; shocks’ effect in, 70; sudden
stop problem in, 45, 46

Engel, Charles, xix

England, 77

euro, 79; adoption of, xix, 36

European Central Bank, 16

European Monetary Union, 37

exchange rates, 20, 53; area, 206; bilateral,
32; countercyclical, xvi, 69, 73;
depreciation of, 59, 67; econometric
system, 62; economies insulated by,
56; of Ecuador, 4, 5, 7, emerging
market, 70; financial variables of, 73;
fixed, xv, 13, 39, 42; flexible, xv, xvi,
xvii, 47, 50, 68, 71, 72, 81; hard peg,
39; nominal, 26, 50, 52, 53; options,
45; policy, 41; real, 26, 27, 46, 52, 53,
69; risk, 80; shocks’ effect on, 49; soft
peg, 39, 40, 42; stabilizing effect of, 50

exchange rates, floating. See floating
exchange rates

exchange rate regimes, 49, 50, 51;
analysis of, 61; evolution of, 52 chart,
extremes of, 59; floating, 66,
intermediate, 59; merits of, 49;
monetary independence of, 58

exports, 24, 32

Federal Reserve Board, 60; changing
target funds rate, 61

financial integration, 11

Fischer, Stanley, xvi, 67

floating exchange rates, 15, 39-42, 47,
59; definitions of, 40, 41; fear of, xvii,
40, 41, 43, 66; interest rates shielded
by, 66; terms-of-trade shocks in, xvii,
52



Hoover Press : Currency

DP5 HPALESINDX 07-12-:1 12:42:12

revl page85

Index

floats, 51; exchange rates of, 63; shocks
in, 56
Friedman, Milton, 68, 69

GDP, 32
globalization, xviii
Grancolumbian Federation, 2

growth, benefits of, 36, 37; determinants
of, 34

Herfindahl index, 24. See also currency
unions

home-bias phenomenon, 14, 21; causes
of, 33

Hong Kong, xx, 59; U.S. monetary
policy’s effect on, 65

Hoover Institution, xv

IMF. See International Monetary Fund

imports, 32

income, per capita, 35; trade affected by,
35

indexation, 44, 45

Indonesia, 68, 69

inflation rates, 12, 13, 15, 18, 69;
currency union, 23; relative, 17;
relative price-level fluctuations
induced by, 27; stable, 16

interest rates, 13, 58; bank-deposit, 44;
currency board countries affected by,
65; currency pressure reduced by, 68;
cutting, 73; domestic, 58, 60, 62, 72; of
Ecuador, 4; floating-rate countries
affected by, 65; indexation’s effect on,
44, 45; inflation’s effect on, 77;
monetary regimes affected by, 58;
policy, 41; United States, 63-65; U.S.
monetary policy’s effect on, 61

International Monetary Fund, 51, 67;
exchange rate regimes classified by,
51; negotiations with Ecuador, 4, 6

international transactions, 21; bilateral
trade flow determinants of, 24, 25;
border effect on, 29; common
currency’s effect on, 25; currency

85

unions’ effect on, 22; distance effect
on, 24, 25; diversification of, 28;
gravity model of, 24

investment, domestic, 42

investors, international, 60; stabilizing
confidence of, 68

Japan, 78, 79
Korea, 40, 68
Latin America, 40, 47, 59

Mahuad, Jamil, 3, 4, 6, 8

Malaysia, 68

markets, capital, 45; domestic, 49;
foreign exchange, 43, 51, 58;
international, 59; international capital,
44-406; labor, 69; risk sharing, 81

markets, emerging. See emerging
markets

Mediterannea, 7

Menem, Carlos, 3

Mexico, 59; Banco de, 60; exchange
rates in, 60; interest rates in, 41

monetary policy, xvi, 60, 61, 77; business
cycles synchronized by, 79; emerging
market, 70; expansionary, xviii, 59, 68;
independent, 14; international
monetary policy coordination, 78;
monopolies effected by, 79; Mundell-
Fleming model of, 68, 71 (see also
Mundell, Robert); noncooperative, 80,
81; real shocks affected by, 70

Morgan, J. P., 62

Mundell, Robert, xvii, 11, 49

New Zealand, 60, 65
Noboa, Gustava, 7

Obstfeld, Maurice, xvii
pegs, 50, 51, 53; exchange rate, 72;

permanent, 57; shocks in, 56; soft, 39—
42; sustainability of, 71



Hoover Press : Currency

DP5 HPALESINDX 07-12-:1 12:42:12

revl page 86

86

Philippines, 43, 68

policy, exchange rate, 67-75, 69, 73;
international monetary cooperation,
78-81; tariff, 79; World Bank, 68

policy, monetary See monetary policy

Poole, William, 49

population, 32

Reinhart, Carmen, xvii, 51
reserves, international, 41
Rogoff, Kenneth, xvii
Rose, Andrew, xix
Russia, 60

seignorage revenue, 15; of Singapore, 59
Stiglitz, Joseph, 67

terms-of-trade shocks. See trade shocks
Thailand, 40, 68
theory, economic, 34

Index

trade, bilateral, 32, 33, 36; currency
union stimulation of, 32; gravity model
of, 32, 34; influence on growth, 32, 34;
openness of, 35; U.S. monetary
policy’s effect on, 61

trade shocks, 49, 52, 53, 56, 69;
emerging market, 60, 61; external, 72;
flexible rate countries affected by, 72;
floats affected by, 506; inevitability of,
70; inflationary, 53; negative, 50, 57;
pegs affected by, 56; real, 50; real
output response to, 54 chart

U.S. Federal Reserve, 16, 57
Velasco, Andres, xvi
wages, flexible, 80

Zettelmeyer, Jeromin, xvii



