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Abstract of paper
I first examine the demand for safe assets and the global financial cycle and their effects
on emerging markets. I then review, considering the newly emerging paradigm in which
macroprudential policies aim to assure financial stability, the use and effectiveness of
these policies. Next I review, in light of how the global financial cycle affects local
financial conditions, financial stability management issues for small open economies.
Given the difficulties in coordinating monetary policy internationally and the practical
problems with coordinating macroprudential policies, small open economies may need
to, besides adapting their monetary and exchange rate policies, use specific
macroprudential policies to deal with risks coming from international factors. And
countries may want to use capital flow management tools, considering carefully how
various macroprudential and capital flow management tools interact, evaluating the
longer-term benefits from financial integration, and taking account of multilateral
consequences.

