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Week 8 Blog
Article Summary
The article that is relevant to this week’s readings is “Exchange Rate Regime and Economic Growth in Asia: Convergence or Divergence” by Thi-Thieu Ha, & Thi Hoang, (2020). This article tries to verify the direction and degree of the effect of an exchange rate system on economic growth by using the exchange rate database developed by Reinhart and Rogoff. As presented in the article, some of the classifications of exchange rate system categorization formed on authorized statements of the jure policy consist of exchange agreement devoid of split legal tender; currency board understanding; conventional peg understanding as well as stabilized disposition and crawling peg. The studies presented in the article offer different opinions concerning the effect of exchange rate on economic growth. For instance, one study indicates that, the selection of exchange rate system does not impact economic growth. On the other hand, other studies indicate that, floating exchange rate systems are more stable and have stronger links with economic growth, though a managed float in rising economies is unbalanced and susceptible to crises.
Topic of interest
The topic of interested selected is exchange rate regime. An exchange rate regime/system, also known as a currency system, develops the means by which the exchange rate is created for example the price of the domestic currency with reference to other currencies. The significant kinds of exchange rate systems include float, fixed rate, as well as pegged float. It is important to note that, selecting the currency system is an essential aspect of the economic policy approved by a nation’s government. Exchange rates can be established either through float or fixed rates. Float rates are developed through the market forces of supply and demand. Fixed rate is established by the administration via its central bank. Exchange rates can affect the economy by impacting commodities trade, capital flows, inflation and interest rates. For instance, high or low currency can impact a country’s economy negatively, impacting trade and the capability to pay debts.
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