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Plan of the talk 

• Emerging markets and the global economy

• Financial globalization

• Major global shocks- 2008-2024

• Channels of transmission 

• International trade

• Supply chains

• International finance

• Capital flows

• Exchange rate effect

1. exchange rate pass-through

2. pricing of exports 

3. foreign currency borrowing (original sin)

• How do global policy shocks impact emerging economies?



Emerging markets and economic growth 

24/11/2024



Consequently, as a share of the global economy… 

24/11/2024



And, as a share of global trade… 

24/11/2024



Major changes in US monetary policy – Conventional and Unconventional



Intensification of globalization



Transformation of global trade



Supply chains – example one



Supply chains - example 2



Exchange rate effect (1)

Exchange rate pass-through 



Exchange rate effect (2)
Pricing of exports



Exchange rate effect (3)
Foreign currency borrowing



Cont. Foreign currency borrowing



Three major shocks since 2008 (1)- 2008-09 GFC 

 



Three major shocks since 2008 (2)

 Covid-19 
 

 

 
 

 



Covid-19 crisis and EMs



The global financial squeeze – interest rate hikes



The global financial squeeze- record inflation



Three major shocks since 2008 (3)

 Global financial squeeze

 

 

 
 

 



The global financial squeeze- soaring interest payments 



Global shocks and emerging economies

• Global shocks are likely to be transmitted to emerging economies via 

• International trade including supply chains 

• International finance hence capital flows 

• Formal analyses through DSGE models featuring;

•  trade and financial linkages. 

 



Existing literature 

•On financial frictions  
• BGG (1999); Gertler&Kiyotaki (2010); Gertler & Karadi (2011); and 

Karadi&Nakov (2021), a very long list of others.  

•On supply chain networks 
• Caliendo et al. (2019); Garcia-Lazaro et al.(2021)

•On transmission channels 
• Bruno & Shin(2015); Anaya et al. (2017); Dedola et al. (2017); Banerjee et al. 

(2016); Ozkan &Unsal (2017); Kolasa& Wesolowski (2020, 2021) and many 
others.



Ozkan-Unsal (2017)



Dynamics of a domestic crisis in an emerging economy



Dynamics of a domestic versus global financial crisis



Dynamics of a global financial crisis : role of initial leverage



Policy measures in response to a global shock Ozkan-Unsal (2018)



Importance of supply chains –Garcia-Lazaro-Mistak-Ozkan (2021)



Flow chart - Mistak-Ozkan (2024)



The benchmark model- HH behaviour 



The benchmark model  – composite consumption



The benchmark model  – supply chains



The benchmark model  – capital



The benchmark model  – monetary and fiscal policy 



US monetary contraction – output, inflation and capital flows 



US monetary contraction – financial variables



US monetary contraction- fear of floating (1) 



US monetary contraction- fear of floating (2) 



Conclusions



EXTRAS



Ozkan-Unsal (2017) OEP



Why have we not observed another EM crisis? (1)
Kalemli-Ozcan and Unsal (2023)



Why have we not observed another EM crisis? (2)
Kalemli-Ozcan and Unsal (2023)
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