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a. Treasury certificates. 3-month. 
b. Government bond yield, 3-month. 
c. Calculated on a month-over-month basis, annual rate, not seasonally adjusted. 
d. Calculated on a year-over-year basis, not seasonally adjusted. 
SOURCES: U.S. Department of Labor, Bureau of Labor Statistics; Board of Governors of the Federal Reserve System: Federal Reserve Bank of New York; and 
Bank of Mexico. 

011 Septen~l>er 22, the 13anli o f  hies- 
ico announceci th:it i t  \v:ls taking 
policy actions clesignecl to 1on.e~ 
I\lesic:in interest r:ltes so  as to re- 
cli~ce capital intli)\\s z~ncl clecrease 
intcrn;itional elernand for the peso. 
This action sho~11cI help lo~ver  the 
peso's price relxtive to other cclrren- 
cics. At the time of the announce- 
mcnt, the value of the peso in terms 
of U.S. clollars n-xs strengtliening 
:tncl h:lcl reachecl :I high not seen 
since late 1996. 

A stronger peso m:lltes A~lesic:~n 
csports inore cspensi\.e fils foreign- 

ers. ~lltimately ciarnaging the nation's 
current account balance (the cliffer- 
cnce 1xt'~veen the value of Mexico's 
exports of goocls and serx-ices ancl 
the \.slue of' its imports). I\lost :ma- 
Iysts \yere preciicting that blesico's 
current :~ccoilnt balance \voulel clete- 
riorate nest ye:ir. 

'l'lie nen. policy might prevent a 
repetition o f  the crisis of late 1994 
ancl 1995, \\:hen capital flexv out of' 

klcxico in response to a v:~riety o f  
fiictc)rs, inclueling the perception th:~t 
,\lesico's current account Ixllance 
Lvas inconsistent with its eschange 
r:lte peg. A s : '  pr:~ctical tnatter. sils- 

taining a current account clef'icit re- 
cl~iires capital inflo\vs. n.hich ;ire 
sensitive to nexvs a l~out  the relative 
:ittn~ctiveness of investing abroacl. 

I3cfi)re tlie recent crisis, tile attrac- 
tiveness o f  the peso t o  overseas in- 
vestors hacl been cl:imaged I>y the 
pcsception that the Mexican econ- 
om!; xvas ;icci~mi~lating l~acl clebts. 
mirroring the recent situation in 
Southeast Asia. In both instances. the 
11:tcl clel>ts \vcrc attribi~tecl to rrlassive 
capital in(1on.s th:it led to excessive 
consLlrrier spending and unwise 
l ~ i 1 1 l i  Ie~~cling. 
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