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Irrelevant Title!



What this paper is all about?

• No Sophisticated Models!

• No Prediction on Ex Ante Basis!

• No Explanation/justification of good or bad 
happenings on Ex Post Basis!

• A simple Comparative Analysis of Different ER 
Regimes

– Based on Few Important Variables



Research Design
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Exchange Rate By Regime
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Descriptive Stats on Exchange Rate in 
Different Regimes



Growth Rate By Regime



Current Account Balance



Average Market Cap of Listed Co.s
(% of GDP)
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Average Annual Inflation Rate
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Savings (Fuel for Any Economic Engine)
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You Name Any Variable!



What was Wrong during Float:BN
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Stability in ER and Intervention 
Measures
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Policy Choice

Beneficial for 
the Economy

No 
Divergence 

between 
Defacto vs De 
Jure Practices

Optimal 
ER 

Regime



Pegging

• Stabilized inflation

• Stabilized Interest rates

• Discipline in Policy makingPros

• Loss of independent Monetary policy

• Transmission of External Shocks

• Inherently prone to Financial Crisis

• Speculative Attacks
Cons



Pure Float

• Free Market Mechanism

• No intervention

• Natural coupling with Financial 
openness policies

• Fluid Capital flows

Pros

• Threat of huge currency depreciation

• Huge volume of external debt

• Presence of ERPT

• Trade deficit due to import 
orientation

Cons



Simple Scoring (1-4: Worst-Best)



Optimal Policy!

• We suggest policy makers to go for Managed 
Float

• Balanced Economic Performance

• No intervention in principal

• Right of intervention in case of abrupt or 
unjustified movements in ER

• Increased credibility due to Absence of Fear of 
Floating

• Increased Confidence of market participants 
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