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This book presents a radically different argument for what has caused, and likely
will continue to cause, the collapse of emerging market economies. Pettis
combines the insights of economic history, economic theory, and finance theory
into a comprehensive model for understanding sovereign liability management
and the causes of financial crises. He examines recent financial crises in
emerging market countries along with the history of international lending since
the 1820s to argue that the process of international lending is driven primarily by
external events and not by local politics and/or economic policies. He draws out
the corporate finance implications of this approach to argue that most of the
current analyses of the recent financial crises suffered by Latin America, Asia,
and Russia have largely missed the point. He then develops a sovereign finance
model, analogous to corporate finance, to understand the capital structure needs
of emerging market countries. Using this model, he finally puts into perspective
the recent crises, a new sovereign liability management theory, the implications
of the model for sovereign debt restructurings, and the new financial architecture.

Bridging the gap between finance specialists and traders, on the one hand, and
economists and policy-makers on the other, The Volatility Machine is critical
reading for anyone interested in where the international economy is going over
the next several years.
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This book presents a radically different argument for what has caused, and likely will continue to cause, the
collapse of emerging market economies. Pettis combines the insights of economic history, economic theory,
and finance theory into a comprehensive model for understanding sovereign liability management and the
causes of financial crises. He examines recent financial crises in emerging market countries along with the
history of international lending since the 1820s to argue that the process of international lending is driven
primarily by external events and not by local politics and/or economic policies. He draws out the corporate
finance implications of this approach to argue that most of the current analyses of the recent financial crises
suffered by Latin America, Asia, and Russia have largely missed the point. He then develops a sovereign
finance model, analogous to corporate finance, to understand the capital structure needs of emerging market
countries. Using this model, he finally puts into perspective the recent crises, a new sovereign liability
management theory, the implications of the model for sovereign debt restructurings, and the new financial
architecture.

Bridging the gap between finance specialists and traders, on the one hand, and economists and policy-makers
on the other, The Volatility Machine is critical reading for anyone interested in where the international
economy is going over the next several years.
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Editorial Review

Review
"A welcome departure from the sterile academic debate on the subject of financial crises." -- Institutional
Investor, June 2001

From the Back Cover
"Michael Pettis brilliantly demystifies the complexities of global finance, banking and capital markets crisis.
Volatility in markets may never be our friend, but how to live with it and manage the uncertainty and risks to
global economic security requires a careful reading of this pathbreaking book."
- Glenn Yago, Director, Milken Institute

"The Volatility Machine makes refreshing use of the role of corporate finance theory in examining a
country's capital structure and assessing its financial vulnerability."
- Rger Ibbotson, Professor in the Practice of Finance, Yale University, and Chairman, Ibbotson Associates,
Inc.

"This valuable book leads us away from the stale debate on the international financial architecture with a
simple and powerful message: proper management of a country's external balance sheet is the key to
avoiding financial distress. This is a book that belongs on the bedside table of every financial minister."
- Dani Rodrik, Professor of International Political Economy, John F. Kennedy School of Government,
Harvard University

"Finally, here is a readable book that explores thoroughly the proposition that EM sovereigns default on their
external debt, not because they are dissolute, but as often as not because they are vulnerable to adverse
shocks emitted by the rich countries. Michael Pettis's pathbreaking ideas should undoubtedly attract the
attention of finance and treasury ministers and their economic advisors as well as all students of development
economics."
- Michael Adler, Professor of International Finance Graduate School of Business, Columbia University

About the Author

Michael Pettis is a Managing Director at Bear Stearns, a New York investment bank and an adjunct
professor at Columbia University where he teaches courses in international finance. He has been involved in
emerging markets, both as an investment banker and as a sovereign adviser, since 1987. In addition, he has
written extensively on the subject, on specialized financial topics, and on policy.

Users Review

From reader reviews:

Gerald Stewart:

This book untitled The Volatility Machine: Emerging Economics and the Threat of Financial Collapse to be
one of several books this best seller in this year, that is because when you read this reserve you can get a lot
of benefit on it. You will easily to buy this specific book in the book store or you can order it via online. The
publisher with this book sells the e-book too. It makes you quicker to read this book, because you can read



this book in your Touch screen phone. So there is no reason to you personally to past this reserve from your
list.

Kelsey Jimenez:

Reading can called brain hangout, why? Because if you find yourself reading a book particularly book
entitled The Volatility Machine: Emerging Economics and the Threat of Financial Collapse your mind will
drift away trough every dimension, wandering in every single aspect that maybe mysterious for but surely
might be your mind friends. Imaging each and every word written in a reserve then become one form
conclusion and explanation that maybe you never get before. The The Volatility Machine: Emerging
Economics and the Threat of Financial Collapse giving you one more experience more than blown away
your head but also giving you useful facts for your better life within this era. So now let us show you the
relaxing pattern is your body and mind is going to be pleased when you are finished reading it, like winning
a. Do you want to try this extraordinary wasting spare time activity?

Janice Wilson:

Is it an individual who having spare time in that case spend it whole day by watching television programs or
just resting on the bed? Do you need something totally new? This The Volatility Machine: Emerging
Economics and the Threat of Financial Collapse can be the response, oh how comes? It's a book you know.
You are and so out of date, spending your extra time by reading in this fresh era is common not a nerd
activity. So what these books have than the others?

Gerald Velasco:

Don't be worry should you be afraid that this book may filled the space in your house, you might have it in e-
book way, more simple and reachable. This specific The Volatility Machine: Emerging Economics and the
Threat of Financial Collapse can give you a lot of close friends because by you considering this one book
you have point that they don't and make a person more like an interesting person. This specific book can be
one of a step for you to get success. This guide offer you information that probably your friend doesn't know,
by knowing more than some other make you to be great individuals. So , why hesitate? We need to have The
Volatility Machine: Emerging Economics and the Threat of Financial Collapse.
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