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One of important pillars of Argentina’s economic reforms during the 1990s was the currency board. It created monetary stability and curbed inflation. At the same time, however, it generated the following shortcomings: 1) Since the currency board needed to be supported by enough foreign exchanges, Argentina borrowed heavily from abroad, thus causing a huge debt burden. 2) It overvalued the peso, which in turn dealt a heavy blow to exports. This was particularly true after the Brazilian currency was devalued in early 1999. 3) It was so rigid in many aspects that the government was unable to use exchange rate and monetary policies to regulate the macro-economy. 4) It resulted in a de-facto Dollarization.
From the Argentine crisis we can learn that it is necessary to design a proper foreign exchange policies according to national realities.

