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This rigorous and comprehensive textbook develops a basic small open economy
model and shows how it can be extended to answer many important
macroeconomic questions that arise in emerging markets and developing
economies, particularly those regarding monetary, fiscal, and exchange rate
issues. Eschewing the complex calibrated models on which the field of
international finance increasingly relies, the book teaches the reader how to think
in terms of simple models and grasp the fundamentals of open economy
macroeconomics.

After analyzing the standard intertemporal small open economy model, the book
introduces frictions such as imperfect capital markets, intertemporal distortions,
and nontradable goods, into the basic model in order to shed light on the
economy's response to different shocks. The book then introduces money into the
model to analyze the real effects of monetary and exchange rate policy. It then
applies these theoretical tools to a variety of important macroeconomic issues
relevant to developing countries (and, in a world of continuing financial crisis, to
industrial countries as well), including the use of a nominal interest rate as a main
policy instrument, the relative merits of flexible and predetermined exchange rate
regimes, and the targeting of "real anchors." Finally, the book analyzes in detail
specific topics such as inflation stabilization, "dollarization," balance of
payments crises, and, inspired by recent events, financial crises. Each chapter
includes boxes with relevant empirical evidence and ends with exercises. The
book is suitable for use in graduate courses in development economics,
international finance, and macroeconomics.
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This rigorous and comprehensive textbook develops a basic small open economy model and shows how it
can be extended to answer many important macroeconomic questions that arise in emerging markets and
developing economies, particularly those regarding monetary, fiscal, and exchange rate issues. Eschewing
the complex calibrated models on which the field of international finance increasingly relies, the book
teaches the reader how to think in terms of simple models and grasp the fundamentals of open economy
macroeconomics.

After analyzing the standard intertemporal small open economy model, the book introduces frictions such as
imperfect capital markets, intertemporal distortions, and nontradable goods, into the basic model in order to
shed light on the economy's response to different shocks. The book then introduces money into the model to
analyze the real effects of monetary and exchange rate policy. It then applies these theoretical tools to a
variety of important macroeconomic issues relevant to developing countries (and, in a world of continuing
financial crisis, to industrial countries as well), including the use of a nominal interest rate as a main policy
instrument, the relative merits of flexible and predetermined exchange rate regimes, and the targeting of "real
anchors." Finally, the book analyzes in detail specific topics such as inflation stabilization, "dollarization,"
balance of payments crises, and, inspired by recent events, financial crises. Each chapter includes boxes with
relevant empirical evidence and ends with exercises. The book is suitable for use in graduate courses in
development economics, international finance, and macroeconomics.
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Editorial Review

Review

A graduate-level book in Open Economy Macroeconomics that would be quite useful for any course on the
subject. It has a Newtonian elegance in that most of the text is developed within a cogent and rigorous
framework. The scholarship is impeccable.

(Guillermo Calvo, Professor of Economics, International and Public Affairs, Columbia University)

A comprehensive, theory-based, well-written exposition of the modern theory of the open economy. It will
appeal to teachers of graduate courses in open economy economics, and to their students.

(Stanley Fischer)

About the Author

Carlos A. Végh is Professor of Economics at the University of Maryland and a Research Associate at the
National Bureau of Economic Research.

Users Review

From reader reviews:

Joy Hanson:

As people who live in the modest era should be upgrade about what going on or facts even knowledge to
make them keep up with the era which is always change and progress. Some of you maybe will certainly
update themselves by examining books. It is a good choice for yourself but the problems coming to anyone is
you don't know what one you should start with. This Open Economy Macroeconomics in Developing
Countries (MIT Press) is our recommendation to help you keep up with the world. Why, because this book
serves what you want and wish in this era.

John McKenzie:

This book untitled Open Economy Macroeconomics in Developing Countries (MIT Press) to be one of
several books that best seller in this year, here is because when you read this e-book you can get a lot of
benefit onto it. You will easily to buy this specific book in the book shop or you can order it through online.
The publisher of the book sells the e-book too. It makes you more easily to read this book, since you can read
this book in your Cell phone. So there is no reason to you to past this guide from your list.



Albert Gilchrist:

A lot of people always spent their particular free time to vacation or even go to the outside with them family
members or their friend. Do you realize? Many a lot of people spent they free time just watching TV, as well
as playing video games all day long. If you want to try to find a new activity that's look different you can
read any book. It is really fun to suit your needs. If you enjoy the book you read you can spent the entire day
to reading a publication. The book Open Economy Macroeconomics in Developing Countries (MIT Press) it
is very good to read. There are a lot of individuals who recommended this book. These were enjoying
reading this book. When you did not have enough space to deliver this book you can buy the particular e-
book. You can m0ore very easily to read this book through your smart phone. The price is not to cover but
this book possesses high quality.

Natalie Althoff:

Reading a book for being new life style in this year; every people loves to examine a book. When you
examine a book you can get a large amount of benefit. When you read guides, you can improve your
knowledge, mainly because book has a lot of information upon it. The information that you will get depend
on what kinds of book that you have read. If you wish to get information about your analysis, you can read
education books, but if you act like you want to entertain yourself read a fiction books, these kinds of us
novel, comics, and also soon. The Open Economy Macroeconomics in Developing Countries (MIT Press)
provide you with a new experience in studying a book.
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