
GLOBAL IMBALANCES AND THE LESSONS OF BRETTON WOODS: INTRODUCTION

[FROM: Eichengreen, B. (2004), “Global Imbalances and the Lessons of Bretton Woods,”  NBER Working Paper No. 10497, May.]

An influential school of thought views the current international monetary and financial system as Bretton Woods reborn. Today, like 40 years ago, the international system is composed of a core and a periphery. The core has the exorbitant privilege of 1____________ the currency used as international reserves and a tendency to live 2____________ its means. The periphery, which still has a 3____________ to go in catching up to the core, is 4____________ to export-led growth based on the maintenance of an undervalued exchange rate, a corollary of which is its 5____________ accumulation of low-yielding international reserves issued by and denominated in the currency of the center country. In the 1960s, the core was the United States and the periphery was Europe and Japan, many developing

countries not yet having been 6____________ integrated into the international system. Now, with the spread of globalization, there is a new periphery, the emerging markets of Asia and Latin America, but the same old core, the United States, with the same tendency to live beyond its means. The main difference between now and 7____________, aside from the names of the players, is the existence of a third bloc, Europe….

This view 8____________ strong predictions. It suggests that the current 9____________ of international 10____________ can be maintained indefinitely. The United States can continue 11____________ current account deficits because the emerging markets of Asia and Latin America are happy to accumulate dollars. There is no reason why the dollar must 12____________ further, since there is no need for balance of payments adjustment; in particular, the Asian countries will resist the appreciation of their 13____________ against the greenback. That China has as a 14____________ population of 200 million underemployed workers yet to be absorbed into the modern sector, something that it can do at the rate of only 10 million to 20 million 15____________ year, suggests that it will remain committed to its strategy of export-16____________ growth for a decade and perhaps even two…..17____________ exchange rates and resistance to pressures for revaluation as their economies and current accounts 18____________ have been at the center of Asian countries development strategies. In 19____________ this approach China is following in the footsteps of the 20____________ industrializing economies of East Asia which are themselves following in the footsteps of Japan. There is no question that their accumulation of reserves is a concomitant of intervention in the foreign exchange market to keep their currencies down, which is in turn a concomitant of the strategy of promoting exports as a way of 21____________ growth. If this means 22____________ incomes and living standards for the time being, relative to those that could be achieved in the short run if currencies were allowed to 23____________, then this is perfectly fine so long as it translates into faster growth and even higher living standards 24____________ the road.

	1. 
	a. emanating
	b. issuing
	c. originating
	d. giving out

	2. 
	a. ahead of
	b. over
	c. under
	d. beyond

	3. 
	a. way
	b. mode
	c. means
	d. style

	4. 
	a. committed
	b. keen
	c. eager
	d. dedicated

	5. 
	a. heavy
	b. strong
	c. intense
	d. massive

	6. 
	a. entirely
	b. fully
	c. absolutely
	d. wholly

	7. 
	a. before
	b. then
	c. that time
	d. ahead

	8. 
	a. gives way
	b. produces
	c. defers
	d. yields

	9. 
	a. model
	b. design
	c. sample
	d. pattern

	10. 
	a. arrangements
	b. expenses
	c. settlements
	d. outflows

	11. 
	a. progressing
	b. ruling
	c. lasting
	d. running

	12. 
	a. fall
	b. drop
	c. stumble
	d. crash

	13. 
	a. money
	b. currencies
	c. coins
	d. capitals

	14. 
	a. rural
	b. countryside
	c. peripheral
	d. marginal

	15. 
	a. per
	b. for each
	c. year by
	d. a

	16. 
	a. led
	b. piloted
	c. directed
	d. oriented

	17. 
	a. Anchored
	b. Fixed
	c. Attached
	d. Pegged

	18. 
	a. fortify
	b. strengthen
	c. improve
	d. advance

	19. 
	a. seeing
	b. trying
	c. pursuing
	d. taking up

	20. 
	a. new
	b. newly
	c. recent
	d. recently

	21. 
	a. speeding
	b. stimulating
	c. beating
	d. provoking

	22. 
	a. lesser
	b. bad
	c. faulty
	d. lower

	23. 
	a. mount
	b. rise
	c. soar
	d. appreciate

	24. 
	a. down
	b. off
	c. by
	d. on
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