Contents
Preface v
List of Abbreviations vii
I Overview I
Il Macroeconomic Balance Approach 3
Theoretical Background and Variable Definitions 3
Estimation Results 4
Current Account Norms 6
Exchange Rate Assessments 7
Appendix 2.1. MB Approach: Data and Methodology 7
Il Equilibrium Real Exchange Rate Approach 9
Theoretical Background and Variable Definitions 9
Estimation Results 10
Equilibrium Real Exchange Rates 11
Exchange Rate Assessments 11
Appendix 3.1. ERER Approach: Data and Methodology 11
IV External Sustainability 14
Theoretical Background 14
Choosing a Benchmark Level for Net Foreign Assets 15
An Example: Using 2006 NFA as the Benchmark Level 16
Current Account, Net Foreign Assets, and Exchange Rate Adjustment 16
Appendix 4.1. ES Approach: An Extension 17
V Conclusions 19

Tables

1. Macroeconomic Balance Approach: Current Account Regressions 5
2. Macroeconomic Balance Approach: Illustrative Current Account Norms 7
3. Equilibrium Real Exchange Rate Approach: Regressions 10

4. External Sustainability: Current Account Stabilizing NFA at 2006 Level 16

References 20



