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We propose to organise a conference in April 2007 to focus on Global Imbalances and 
Financial Hegemony. The conference has important intuitional links: ESRC (the 
World Economy and Finance Program), CEPR, IIE, Bank of England, the Treasury, 
IMF and IADB. 
 
Background: 
 
Current globalisation of asset markets is reminiscent of the situation prevailing under 
the Gold Standard: capital can now flow as freely across international frontiers as then 
(but not, of course at fixed exchange rates). But the historical evidence that the 
financial hegemon enjoys a privileged position. This is estimated to be worth about 
0.5% GDP for the period of the Gold Standard, though this diminishes over time. In 
the nineteenth century was Britain that got this benefit: in recent times it is the US. 
  
The existence of such hegemonic privilege implies that would be naïve to use simple 
models of competitive equilibrium in the provision of financial services to predict the 
immediate outcome from opening global capital markets. Currently the IMF is 
developing a Medium Term Strategy. But plans for reform must likewise be judged as 
being incentive compatible with hegemomic power – or with its diminution in favour 
of competitition.  The principal sources of competition for the US come from Europe, 
and from regional associations being developed in East Asia and in Latin America.  
 
Historical evidence: 
 
Meissner and Taylor : the privilege.  
 
Background papers 
 
Hausmann and Sturzenegger (2005) “Dark Matter ” BPEA 
(Identifies supercompetitive profits for US in Insurance, FDI and seigniorage) 
 
Four Specific Aspects: 
 

1. Debt restructuring: Hedge funds making money from the process. 
a. Sgard (CEPPI) 
b. Bucheit, Lee  
c. Griesa, Judge Thomas (SDNY) 
d. Hagan, Sean (IMF) 

 
2. Exchange rate regime: excess volatility 

a. Williamson (IIE) 



b. Lei Zhang (Warwick), Corrado 
 

3. Insurance: Dynamic game  
 

a. Miller and Zhang(2006) “Precautionary behaviour…” (Loss aversion 
outside US popens up large gains for US as insurance provider) 

b. Ghosal (UofW) Nash game on gains from insurance 
c. Calvo and Powell (IADB) 
 
 

4. Seigniorage (reserves) 
a. Private provision: Jeanne, Olivier and Ranciere (IMF) 
b. Social Provision: Irwin (BofE) 

 
Solutions 
 

1. Creditor committee 
2. Target zones 
3. Country insurance facilities 

a. Sturzenegger, Federico (UTDT/Harvard) and Cordella, Tito 
 
Econometric evidence 

a. Mike Wickens 
 
Publication: 
Approach to EJ 
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