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Six Assertions
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Good and Bad Fixes
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Good and Bad Elexes

nder a “good flex”:

— The nominal exchange rate Is the main (but not the
only) shock absorber

— The Central Bank abstains, under most clrcumst
-selling or buying internat | reserves

— There Is an increased monetary policy independenc

— Coexists with fiscal austerity, and results in low
Inflation
— Coexists with strong ban|
A “pbad flex” c

tis a peg in disgul




|_atin: American bl ues:
We don't have “good fixes”, yet

— Argentina 1S not a good fix
— Neither 1s Panama
We don’t have “good flexes”, yet...

Mexico has not been a very good f

n Latin America, | 1xe%ﬂdjﬁexes
neen affected by two hi oroblems:
2ro cyclical capital fi
2ro cyclical fiscal policy




- How Stablie has Argentina Really.

Been?

T

1as |

neen compared with Mexico

- But Mexico has been affected by major

crisis; may not be the right-.comparison

-Chile1s another possible benchmark for

comparison




‘Domestic | nterest
- Rates: Argentinaand Chile
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- | nterest Rate Response to a Shock te
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- |nterest Rate Responseto a Shock to
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ARGENTINA
0.4

0.3

0.24

0.14

0.0

-0.1




- Exchange Rate and | nterest Rates:;

- Three Phases Iin Mexico’s History

s Correlation coefficient
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nterest Rate \olatility: 1n Argentina
and Mexco
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