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		Abstract

		Recent studies have emphasized the role of valuation effects due to exchange rate movements in easing the process of adjustment of the external balance of a country. This paper asks to what extent valuation effects are desirable from a global perspective as a mean to achieve an efficient allocation of resources. In a frictionless world, it is desirable to have large movements in prices and exchange rates. But once a small concern for price stability is introduced not only should prices be stabilized but also the response of the exchange rate should be muted. There is a minor role for valuation effects that depends both on the size and composition of assets and liabilities. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Benigno,  Pierpaolo, Are Valuation Effects Desirable from a Global Perspective? (May 2006). NBER Working Paper No. w12219,  Available at SSRN: https://ssrn.com/abstract=902571
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Pierpaolo Benigno (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Bern - Department of Economics  ( email )

			

			
			
				
				
				
					Schanzeneckstrasse 1
Bern, CH-3001
Switzerland

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       34

			

		
		
		
			Abstract Views

			      507

		

		
		
	


	

	
		
			
				       37 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    NBER Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                NBER Working Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           12,244

                                    

                                    
                                        PAPERS

                                           32,680

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        The External Wealth of Nations
Measures of Foreign Assets and Liabilities for Industrial and Developing Countries

                        
                            By
                                
                                
                                    
                                    Philip R. Lane
                                     and 
                                
                                    
                                    Gian Maria Milesi-ferretti
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The External Wealth of Nations Mark Ii: Revised and Extended Estimates of Foreign Assets and Liabilities, 1970-2004

                        
                            By
                                
                                
                                    
                                    Philip R. Lane
                                     and 
                                
                                    
                                    Gian Maria Milesi-ferretti
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The External Wealth of Nations Mark Ii: Revised and Extended Estimates of Foreign Assets and Liabilities, 1970-2004

                        
                            By
                                
                                
                                    
                                    Philip R. Lane
                                     and 
                                
                                    
                                    Gian Maria Milesi-ferretti
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The External Wealth of Nations Mark Ii: Revised and Extended Estimates of Foreign Assets and Liabilities,1970-2004

                            
                                By
                                    
                                    
                                        
                                        Philip R. Lane
                                         and 
                                    
                                        
                                        Gian Maria Milesi-ferretti
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            International Financial Adjustment

                            
                                By
                                    
                                    
                                        
                                        Pierre-olivier Gourinchas
                                         and 
                                    
                                        
                                        HÃ©lÃ¨ne Rey
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            International Financial Adjustment

                            
                                By
                                    
                                    
                                        
                                        Pierre-olivier Gourinchas
                                         and 
                                    
                                        
                                        HÃ©lÃ¨ne Rey
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            International Financial Adjustment

                            
                                By
                                    
                                    
                                        
                                        Pierre-olivier Gourinchas
                                         and 
                                    
                                        
                                        HÃ©lÃ¨ne Rey
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Impact of Exchange Rate Movements on U.S. Foreign Debt

                            
                                By
                                    
                                    
                                        
                                        CÃ©dric Tille
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            An Equilibrium Model of Global Imbalances and Low Interest Rates

                            
                                By
                                    
                                    
                                        
                                        Ricardo J. Caballero, 
                                        
                                    
                                        
                                        Emmanuel Farhi, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            An Equilibrium Model of "Global Imbalances" and Low Interest Rates

                            
                                By
                                    
                                    
                                        
                                        Ricardo J. Caballero, 
                                        
                                    
                                        
                                        Emmanuel Farhi, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.063 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

