Polarized Exchange Rate Systems in Latin America

In the decades of the Bretton Woods system most Latin American countries adopted pegged exchange rate regime. In the 1970s fixed exchange rate became popular as the authority believed that it could heighten monetary discipline. With the breakout of the debt crisis in the 1980s, exchange rate often was used to deal with high inflation. In the 1990s exchange rate systems in most Latin American countries belonged to either floating or hard pegs. 
　Due to both political and economic reasons, the possibility of adopting a single currency for Latin American countries is slim in the foreseeable future. Moreover, dollarization, which can bring both benefits and costs, is not a cure-for-all solution for the major economies of the region. 
　It seems that floating exchange rate system is relatively successful in some of the countries. However, as duration of this experiment is short, it is still too early to say that the floating system will lead to success or not. 

(Huang Zhilong)

