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Uncertainty, expectations, herd behavior 
and macroeconomic challenges 
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The exuberance of financial markets 
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Low volatility in financial markets: ¿Anticipating the storm? 
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More stable commodities’ prices 
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Emerging economies facing a challenging global scenario 

Risk management 
approach 

Consistency of 
macro policies 

Volatility Increasing 
 globalization and 
 interdependency Uncertainty 

Multiple objectives of 
economic policy: 

• Price stability 
• Financial stability 
• Competitiveness 
• Fiscal consolidation 
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Expectations on the evolution of US dollar have determined 
capital flows and portfolio changes 
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Financial stability in the context of macroeconomic stability 
 
Exchange rate market intervention with a flexible regime 

 

The exchange rate flexibility acts as an automatic buffer to 
cushion against external shocks and contribute to provide an 
adequate incentive structure in the economy  
Foreign exchange market intervention has been done in 
order to reduce excessive volatility and currency 
appreciation/depreciation under alternative circumstances, 
but not against long term fundamentals 
Costly sterilized market intervention has been done by 
balancing with other goals, such as low inflation and long 
term competitiveness 
International reserves accumulation/prudent use help to 
stabilize flows •8 

Implications of volatile capital flows for 
macroeconomic and financial stability 
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Excessive liquidity and search for yield 

Risk of drastic adjustment of asset prices in financial markets 

Risks of capital flows stop or reversal due to market expectations 

Excessive currency appreciation/depreciation pressures 

Prudent monetary policy in a context of changing money demand 

Prudential regulation and stability committees 

Macroprudential instruments to limit the exposure of the 
financial system to systemic risks: 

Central Banks in emerging economies have used capital and 
reserve requirements, counter-cyclical provisioning and caps on 
foreign exchange positions to limit potential imbalances 
derived by volatile capital flows, to reduce systemic risks and to 
enhance financial resilience 

•9 

Policy challenges in the current global environment 
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Technological dynamics and Central Banks’ challenges 

Virtual currencies: Bitcoin, Ethereum, etc. 
 

¿Currency, asset or Ponzi squeme? 
Volatility and drastic market fluctuations risks (not 
good for Central Bank assets) 
Costly verification mechanisms 
¿Unit of value, means of payment or value reserve? 
 

Uses of the Blockchain technology: Smart contracts 
 
Digital currencies issued by Central Banks: 
 

Technical and logistical issues in order to serve 
same functions as paper currencies 
Reduce cash management costs 
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Disruption or evolution? 

New products or new ways to provide traditional products? 

Need to understand bussiness models based on Fintechs 

Changes in technology don’t imply that the justifications of 
financial regulation disappear: 

 
Reduction of informational asymmetries and therefore profit 
windows for banks and securities agents 
Adaptation capacity of intermediaries and traditional agents 
Regulation when financial intermediation (representation of 
uninformed investors) and systemic risks (preserving public 
goods) 
Difficulties in control: money laundering and financing of 
terrorism risks 11 

The challenge of electronic platforms in the financial system 
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