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Abstract 

Globalization has made both advanced and emerging market economies 
more exposed to external shocks such as capital flows and spillovers of 
shocks.  These forces make it harder for central banks to use traditional 
instruments to attain domestic objectives.  And yet, monetary policy is 
gaining importance as a first line of defense.  This has generated a rich 
debate: what is the right framework for monetary policy, what should be the 
scope of a central bank’s objectives, and what is the optimal degree of 
central bank independence. 




