
THE MEXICAN PESO CRISIS ESSAY

Free Essay: In , the world saw the decline of the Mexican Peso, leading to what is now considered as the Mexican Peso
Crisis. The crisis was.

The Zedillo administration calculated an "expected exchange rate" percent higher than the rate that prevailed
at the time the upper limit of the band was increased. The same survey found that businesses ranked an
overvalued peso seventh among the factors deemed as obstacles to export competitiveness--far less important
than access to information or regulatory costs. Though the exchange rates. By transforming the crisis into an
opportunity to address in depth the worrying signs of weakness in its provincial banks, Argentina, with strong
support from the IDB, World Bank, and IMF, has paid a great service not only to itself but to the Americas
and the world at large. The current fashion, of course, fails to mention that a sure way to accomplish those
lofty macroeconomic goals is to suspend all foreign investment or implement a policy of maxi-devaluations.
This package has three elements. Exchange rates were obtained from March through March  A crisis is a
'turning point'; or a crucial time that will make a difference for better or worse. A market-determined rate
would have freed the central bank from pursuing a predefined exchange rate target and would have led to "an
eventual adjustment of the exchange rate" in accordance with differences in consumer price levels in Mexico
and the United States. Unfortunately, exchange rate incoherence threatens to undermine the prospects of
long-term monetary stability. NAFTA represents an important achievement in outward-looking regional
cooperation that is already contributing to the advancement of prosperity in Mexico and its partner countries.
The uprising in Chiapas at the start of the year was the first in a series of dramatic adverse domestic
developments that are well known; and also from early Mexico was confronted with a substantial rise in world
interest rates, which prompted international investors to reassess the share of their portfolios invested in
emerging markets. Perhaps the war was inevitable due to the idea of Manifest Destiny - Americans thought
they had the divine right to extend their territory. It is significant that the unprecedented stampede of capital
flight that caused the collapse of the former exchange rate regime took place not in response to a "perceived
inconsistency in economic policies," as Miegs suggests, but in the immediate aftermath of the decision to
widen the upper limit of the band. And indeed the country suffered a lot from the frequent Latin American
problem of too long a time span between election and inauguration. Through these events Mexican Americans
have established and shaped their culture, in order, to negotiate these precarious social and historical
circumstances. This suggests that the resolve to depreciate the peso in the interest of erasing substantial red ink
in the external accounts was the fundamental source of the "destabilizing speculation" that devastated the
semifixed exchange rate regime. The cost of the latter is potential volatility, which can only be diminished
with credibility in the future direction of monetary policy. What does it signify, and what are its lessons? This
is an important point, for as Meigs correctly proposes, there are several steps authorities can take to enhance
the quality of an independent monetary policy designed to achieve price stability. First, openness to
international financial markets today imposes an obligation of unfailing discipline on economic policy. All
rights reserved. The conditions for generating such an unwelcome development depend far more on capital
flows and therefore on the nature of the entire body of public policy. Consequently, it seems adventurous to
claim that the simple existence of a floating exchange rate regime in would have precluded the advent of the
financial crisis. Inflation was reduced from percent in to 8 percent in  In the year preceding the crisis, there
were several indicators suggesting that the Mexican economy and peso were already under extreme pressure.
But we must look beyond the next couple of years, and see what action needs to be taken to ensure that the
Fund's resources are strong enough to meet the demands the Fund may face in the closing years of this century
and beyond. Thus, observers who suspect secret interventions to sustain the peso beyond levels dictated by
inflation differentials have it backward. Throughout the ethnic Mexicans cultural history in the United States,
conflict and contradiction has played a key role in shaping their modalities of life I would point to a number of
factors. Consideration of this approach raises a number of complex economic, political, and legal issues, and I
should emphasize that our work on this is still very exploratory. But Mexico's crisis had global, not only
regional, repercussions; its resolution required financial assistance at the global level; and the adjustment that
Mexico is now undergoing, though affecting mainly the United States and other countries in this hemisphere,
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has been having effects much further afield, including by contributing to some extent to the weakness of the
U. The argument has been whether sound monetary, fiscal and exchange rate policies could have prevented
the crisis or foreign intervention was inviable to control the crisis because of the effect to the global
community. The author reasons that the Mexican Americans initially called for a tighter restriction on
immigration because they viewed immigrants as competition for employment, a factor that would lower
wages, and as impeding on their assimilation.


