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Abstract

This paper analyzes the 2002 Argentine crisis using the Jeanne and Masson (2000)
model with sunspots. Testing this model empirically through a Markov-switching
model suggests that self-sulfilling prophecies is a reasonable explanation for the de-
valuation of the peso.

Keywords: Currency crises, multiple equilibria, Markov-switching.

JEL Classification: C22, D84, F31

*We would like to thank Michael Arghyrou, John Bennet, Eric Girardin and Chris Martin for very
useful comments and suggestions. Corresponding author: Virginie Boinet, Department of Economics and
Finance, Brunel University, Uxbridge, Middlesex UB8 3PH, United Kingdom. Tel. +44 01895 203386, Fax:

+44 01895 203384. E-mail: virginie.boinet@brunel.ac.uk



