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		Abstract

		In this paper we analyze empirically the effect of terms of trade shocks on economic performance under alternative exchange rate regimes. We are particularly interested in investigating whether terms of trade disturbances have a smaller effect on growth in countries with a flexible exchange rate regime, than in countries with a more rigid exchange rate arrangement. We also analyze whether negative and positive terms of trade shocks have asymmetric effects on growth, and whether the magnitude of these asymmetries depends on the exchange rate regime. We find evidence suggesting that terms of trade shocks get amplified in countries that have more rigid exchange rate regimes. We also find evidence of an asymmetric response to terms of trade shocks: the output response is larger for negative than for positive shocks. Finally, we find evidence supporting the view that, after controlling for other factors, countries with more flexible exchange rate regimes grow faster than countries with fixed exchange rates. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Edwards,  Sebastian and Levy-Yeyati,  Eduardo Levy, Flexible Exchange Rates as Shock Absorbers (July 2003). NBER Working Paper No. w9867,  Available at SSRN: https://ssrn.com/abstract=428361
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Sebastian Edwards (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of California, Los Angeles (UCLA) - Global Economics and Management (GEM) Area  ( email )

			

			
			
				
				
				
					110 Westwood Plaza
Box 951481
Los Angeles, CA  90095-1481
United States
310-206-6797 (Phone)
310-206-5825 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Eduardo Levy Levy-Yeyati

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Universidad Torcuato Di Tella - School of Business  ( email )

			

			
			
				
				
				
					Saenz Valiente 1010
C1428BIJ Buenos Aires
Argentina

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [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

				       83

			

		
		
		
			Abstract Views

			    6,898

		

		
		 
		
			Rank

			  541,836

		

		
	


	
		
            
            	       10 Citations
		

	

	
		
			
				       32 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

                                           12,243

                                    

                                    
                                        PAPERS

                                           32,681

                                    

                                

                                
                            

                        

                    

                
	
                    International Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Finance eJournal

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

                                
                                    
                                        FOLLOWERS

                                              984

                                    

                                    
                                        PAPERS

                                           24,643

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Fear of Floating

                        
                            By
                                
                                
                                    
                                    Guillermo A. Calvo
                                     and 
                                
                                    
                                    Carmen Reinhart
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Modern History of Exchange Rate Arrangements: A Reinterpretation

                        
                            By
                                
                                
                                    
                                    Carmen Reinhart
                                     and 
                                
                                    
                                    Kenneth Rogoff
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Fixing Exchange Rates: A Virtual Quest for Fundamentals

                        
                            By
                                
                                
                                    
                                    Robert P. Flood
                                     and 
                                
                                    
                                    Andrew Kenan Rose
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The Mirage of Fixed Exchange Rates

                            
                                By
                                    
                                    
                                        
                                        Maurice Obstfeld
                                         and 
                                    
                                        
                                        Kenneth Rogoff
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Classifying Exchange Rate Regimes: Deeds vs. Words

                            
                                By
                                    
                                    
                                        
                                        Eduardo Levy Levy-yeyati
                                         and 
                                    
                                        
                                        Federico Sturzenegger
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Exchange Rate Regimes: Is the Bipolar View Correct?

                            
                                By
                                    
                                    
                                        
                                        Stanley Fischer
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            No Single Currency Regime is Right for All Countries or at All Times

                            
                                By
                                    
                                    
                                        
                                        Jeffrey A. Frankel
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Capitalization of Income Streams and the Effects of Open Market Policy Under Fixed Exchange Rates

                            
                                By
                                    
                                    
                                        
                                        Maurice Obstfeld
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					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-l200 in   0.102 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

