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Abstract 

The paper aims at estimating the existence of a trilemma in the Eurozone, i.e. to assess to what extent the net capital 
flows, the volatility of bond yields and the fiscal stance are strictly linked to each other constraining countries’ ability 
to manage the internal policy goals. The existence of constraints on policy alternatives is estimated for 11 Eurozone 
countries from 2002 till 2012. The sample is then divided into pre- (2002-2008) and post-crisis  (2009-2012) periods. A 
further division between the PIIGS and the non-PIIGs is then applied. The results show the validity of the trilemma for 
the whole Euro area and for the whole period but with some distinction between the pre- and post-crisis periods and 
between the PIIGS and the non-PIIGS countries. The existence of the trilemma underlines the presence of national 
constraints and suggests, for the future existence of the Eurozone, to push towards centralized fiscal policy 
instruments. 
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1. Introduction 

 

The economic policy theory, within the framework of the Mundell-Fleming model (Mundell 

1963, Fleming 1962), told us that it is impossible to have simultaneously exchange rate stability, 

free capital mobility and monetary policy independence. National governments have to choose 

between two of these three objectives since  by definition, they result to be incompatible. 

The European countries, when the Euro area was created, decided to give up monetary 

independence, share a common currency, i.e. an irrevocably fixed exchange rate regime, and to let 

capitals move freely across countries. For the Eurozone member states, the evaluation of 

alternative goals is no longer available, unless they consider the exit from the currency area as a 

possible alternative. 

However, in the Eurozone the so called “impossible trinity” can be articulated in a different 

manner. The 2007 financial crisis and the subsequent sovereign bond crisis, in presence of free 

capital mobility, gave rise to a great financial instability. The national governments, in order to 

counteract the increase in bond yields, were forced to implement fiscal retrenchments. The 

subsequent decline in the output growth and the self-fulfilling effects on deficit and debt 

prevented single countries to comply with the Stability and Growth Pact (SGP) parameters. Those 

who had  unsound public finance subscribed the fiscal compact, forcing themselves to be 

disciplined in regard to the use of public expenditure as a stabilization instrument, transforming 

fiscal policy from a policy instrument into a policy objective. 

The events following  the crisis provided a new perspective from which national policies 

alternatives can be examined: it was made clear that the Eurozone countries can no longer share 
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with other member states all three objectives of financial integration, financial stability, and fiscal 

independence, i.e. in the absence of monetary policy autonomy and a shared fiscal policy there is 

a “Eurozone trilemma” (Obstfeld, 2013). 

In the “old” trilemma it was up to the policy makers to choose which instrument to privilege, 

while in the Eurozone, the ability to use fiscal policy does not result from autonomous choices but 

from the financial market stability and the degree of capital mobility.  Therefore, choosing to share 

a common currency means to be - in case of financial instability - unable to use fiscal policy for 

internal objectives, unless perfect capital mobility is given up, in contrast with the building pillars 

of the Euro-area. 

The use of the trilemma alternatives, and the trade-off between them, was first estimated by 

Aizenmann et al. (2008 and 2013) and then applied to single countries by other authors (Hutchison 

et al 2012 for India and Yu Hsing, 2012 for Greece). They applied the methodology to the “old 

trilemma” and concluded that  the “the weighted sum of the trilemma policy variables adds up to 

a constant, validating the notion that a rise in one trilemma variable should be traded-off with a 

drop of the weighted sum of the other two” (Aizenman, 2008 p.4). 

Following Aizenman et al. (2008 and 20013) methodology and Obstfeld (2013) theoretical 

model, the paper aims at estimating the validity of the European trilemma, i.e. to assess to what 

extent the degree of capital mobility, the volatility of bond yields and the fiscal stance are strictly 

linked to each other, constraining countries’ ability to manage the internal policy goals. 

The trilemma appears to be a powerful interpretative instrument to be used to evaluate policy 

alternatives in the Eurozone both in the pre- and post crisis periods. To find a measure of the 

trade-offs among policy alternatives three indicators are constructed: the first regarding fiscal 

stance, i.e. the ability to have a balanced public budget, the second regarding the stability of long 

term interest rates on government bonds and the third measuring the de facto degree of capital 

mobility. Through a very simple, but rather new, empirical method it is estimated if - for 11 

Eurozone countries from 2002 till 2012 - the weighted sum of these three indexes adds up to a 

constant. The sample is then divided into the pre- (2002-2008) and post-crisis (2009-2012) 

periods. A further division between the peripheral (Portugal, Ireland, Italy, Greece and Spain or 

the PIIGS) and the non-peripheral (France, Germany, Belgium, Austria, the Netherlands and 

Finland) countries is then applied. The results show the validity of the trilemma for the whole 

Euro-area and for the whole period, but with some distinction between the pre- and post crisis 

periods and between the PIIGS and the non-PIIGS countries. The existence of the trilemma 

evidences the presence of national constraints and suggests, for the future existence of the 

Eurozone, to push towards centralized fiscal policy instruments. 

The paper is organized as follows: the next paragraph provides the theoretical underpinning 

and the algebraic procedures to build-up the indexes and to measure the Eurozone trilemma 

dimensions. The third section contains the empirical analysis and section 4 concludes and provides 

some further reflections. 

 

2. The measures of the Eurozone trilemma dimensions 
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The policy model adopted by a great part of advanced economies before the great turmoil of 

the financial crisis was based on: 1) the separation between fiscal and monetary policy; 2) fiscal 

policies to be managed within a general criterion of spending constraint; and 3) monetary policy 

with the purpose of maintaining constant the price growth. In Europe two elements were added: 

a) a single monetary policy and b) fiscal policy based on a strict budgetary discipline left to the 

management of individual states.  

The existence of a single monetary policy without a counterbalance on the side of fiscal 

authority gave rise, especially after 2007, to asymmetrical effects on growth and self-fulfilling 

processes of divergences. These divergences have been particularly evident especially on the side 

of public accounts and balance of payment accounts. As a matter of fact, after the 2007 financial 

crisis, single European countries fell broadly into two groups according to their ability to respect 

fiscal criteria and to maintain sound public finance. The prevailing view has been to connect the 

countries’ economic vulnerability with the unsustainability of public sector accounts. Moving on 

from this standpoint, the basic policy prescription was to impose the “fiscal retrenchment” in 

order to prevent speculative attacks and to preserve the financial stability of the whole Currency 

Union. It was the profligacy of the peripheral countries, so the argument ran, that was causing a 

lack of credibility in the Single Currency, without which there could be no long-term growth1.  

This approach has been associated with an increasing attention devoted to external 

imbalances among the EMU countries, conceived as a co-presence of current account deficit and 

capital outflows. The Single Currency was built upon a shaky equilibrium determined, before the 

international financial crisis, in the short-run by the compensatory role of capital flows, but 

undermined by the absence of a realignment mechanism of the real exchange rate. When the 

crisis reduced the GDP growth rates and induced the increase of public deficit to stabilize both 

output and the banking system, the national balance of payments became relevant again and 

registered the unwillingness of financial markets to finance additional private and public debt 

despite the increasing returns. The identification of the underlying causes of both internal and 

external imbalances, besides the lack of fiscal discipline, would guarantee the structural 

homogeneity inside the EMU and the proper functioning of the monetary policy (EEAG 2012)2. 

Whatever the root causes and the prevailing interpretation given to the European crisis, no 

one would doubt that it is through the interaction among fiscal policy stance, interest rates on 

government bonds and capital movements that national policies are constrained and prevented  

from reaching internal policy goals. In order to capture these three imbalances dimensions in each 

EMU country the following indicators are proposed: 1) the first regarding fiscal stance, i.e. the 

ability to use deficit spending to target internal policy goals; 2) the second aiming at capturing the 

instability of long term government bond yields, and 3) the third measuring a “de facto” degree of 

                                                           
1 This contrasts with the “Keynesian view” according to which fiscal restrictions further increase the deficit/GDP and 

debt/GDP ratios because of the positive value of the fiscal multiplier. These two contrasting views have re-appeared in 
recent publications: on the one hand that stability needs to be restored through severe fiscal retrenchment (Neumann 
2012). On the other hand, that public investment programs need to be implemented to compensate for the output 
gap (De Long and Summers 2012). The debate on the effectiveness of austerity measures is synthetically reported in 

Corsetti (2012). 
2
 For a more critical view about the role of fiscal retrenchment and a greater importance assigned to external 

imbalances see Alessandrini et al., 2012; Cesaratto 2012; De Grauwe and Yuemei, 2012; Gros 2012. 
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capital mobility. The countries considered are 11 EMU countries: Austria, Belgium, Finland, France, 

Germany, Greece, Ireland, Italy, the Netherlands, Spain, and Portugal, which have been almost 

from the beginning (Greece entered in 2002) in the Currency Union (Luxemburg has been 

excluded for its peculiar features). We use quarterly data from the Eurostat ranging from 2002Q1 

till 2012Q4. The co-movements of these three indicators will catch up the interaction between 

internal and external imbalances. 

The first indicator captures the degree of policy autonomy in managing the fiscal stance, 

therefore, the variable chosen is the “net lending/net borrowing under excessive deficit 

procedure” – as the Eurostat calls it - expressed in term of GDP. The deficit/GDP ratio, from the 

beginning of the time interval, had more or less a common trend, since the countries – despite 

some exceptions during slowdowns – were forced to remain inside the SGP parameters. Having a 

quick look  at the Eurostat descriptive statistics3, not presented here for the sake of  discussion 

flow - the trend has been, until 2008 and for the amounts allowed by the fiscal rules, 

countercyclical, since fiscal policy was widely used as a stabilization instrument. After 2008 the 

negative shock of the financial crisis caused the deficit increases greater in those countries with a 

wider exposure to the financial turmoil. Some countries used fiscal resources to recapitalize banks. 

In 2009 the financial crisis in Europe became a sovereign bond crisis, forcing some countries in 

subsequent years to implement structural public balance adjustment programs in the attempt to 

grant the long-run sustainability of public debt. As a matter of fact, on the side of public debt in 

terms of the ratio with the GDP there was a general common path until 2007-08 despite the 

different initial levels. After that date, a much greater increase was registered in Portugal, Ireland, 

Greece, Spain and Italy, whose initial debt level was high even before the crisis. Four out of the 

five PIIGS countries were well above the threshold of 90% suggested by Reinhart and Rogoff 

(2010) as that compromising growth. However, despite its low initial level of debt, Spain was not 

excluded from being considered as a peripheral country of the Eurozone. 

In order to capture to what extent public accounts followed a common trend and the ability of 

each country to use fiscal policy as stabilization instrument, the following indicator is proposed: 

 

(1)  ,

,

(def ,EU) ( 1)

1 ( 1)

i t

i t

corr
FS

 


 
 

 

Where ,(def,EU)i tcorr measures the degree of correlation of each country deficit with the average 

deficit of 12 Eurozone countries at time t. To transform the degree of correlation in an index 

ranging from zero to one it is normalized with the standard procedure in presence of negative 

values. 

When the index is equal to 1, the fiscal stance follows that of the average value of all twelve 

countries and they are supposed to be – since the deficit is expressed in terms of GDP – 

countercyclical. When on contrary, it is equal to zero, the countries implement pro-cyclical fiscal 

policies, reducing the deficit when output falls and increasing it when output rises.  It is possible, 

                                                           
3
 The annual statistics on the variable considered are not presented here. However, they are available on the Eurostat 

website. 
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therefore, to affirm that the greater the index, the lower the country necessity or aptitude to 

follow the EU fiscal policy prescriptions, and the lower the index the higher is the necessity to 

follow the EU fiscal prescriptions. This explanation is reinforced by the fact that no country would 

implement fiscal policy restrictions and severe adjustment programs  if it is not strictly necessary. 

With the aim of capturing the financial stability of public bonds the path of 10 years 

government bond yields is considered. It needs to be noted that from 2002 and until 2008 the 

long-term bond yields were almost the same. As predicted in the Mundell-Fleming model, capitals 

migrated from one country to another according to the interest rates differential, under the 

protective umbrella of confidence in the common currency. Until the 2007 financial crisis, the 

difference between saving and investment was actually considered a good opportunity for capital 

coming from surplus countries to flow towards deficit ones in order to gain better returns. Public 

bonds were considered to be safe and the spreads between them were almost negligible.  

Once the crisis hit aggregate demand and revealed the differences among the Eurozone 

countries, financial markets assigned a different weight to the group of countries on the basis of 

their ability to repay debts. The countries with a current account deficit experienced outflows of 

capital and increase in interest rates (Canale and Marani 2014). The resulting real effects gave 

impetus to capital flight and the countries concerned found themselves entangled in a spiral of 

downward growth (Panico and Purificato 2013). From the second half of 2009 until 2012, there 

was a period of great turbulence on long-term cost of public finance. After that – as a 

consequence of the monetary policy action and the creation of the European Stability Mechanism 

- the yields started to decline, pushing the public debt funding condition towards a common trend. 

However, fiscal policy for peripheral countries remained an objective rather than an instrument4.  

The indicator proposed is the following: 
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where ,( ,EU)i tcorr i is the degree of correlation between the i-th country 10 years government bonds and 

the average value o the 12 European countries at time t. It measures the degree of financial stability on 

public bonds and is constructed in a very similar - but complementary - way as the indicator of 

fiscal stance. When the index is equal to 1 it means that bond yields in each country move 

separately from the average value of the all other countries – correlation is -1 - , so that it is 

characterized by a great instability in this convergence criterion. In the opposite way it assumes 

the value of zero when the correlation is 1 as it is expected when bond yields move together with 

the other ones. 

The third indicator describes the evolution of the net financial accounts in each country in the 

period considered. Despite the fact that the financial account of the balance of payments registers 

all the capital movements, not only those regarding the public debt, and across the intra euro 

                                                           
4
 After the year 2012 a new phase began, characterized by a lower financial instability, a greater fiscal discipline and 

greater capital mobility. To evaluate this change in the trade-offs among these policy alternatives a big number of 

observations would be required. Since they are not available, the paper stops the empirical investigation at the year of 

switch. 
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borders, it provides a de facto measure of the degree of capital mobility and helps to describe how 

much it influences the governments funding conditions. In this paper it is used a “de facto” 

measure as in Hutchinson et al (2012) in contrast to the “de jure” measure adopted in Aizenman 

et al. (2008 and 2013). This approach derives from the circumstance that, from a juridical point of 

view, since 1993 capitals in the Eurozone have been free to move across countries. However, the 

countries have not been registering the same degree of financial account openness. 

The indicator used in our empirical estimates is the following: 

 

(3)  , ,min

,max ,min

i t i

i

i i

K K
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K K





 

 

Where 
,i tK  is the net flow of the financial account as a percentage of GDP for the i-th country at time t. To 

identify an index lying between zero and, 1 it is normalized as usual subtracting its minimum value 

,miniK  and dividing the result by the maximum range in the time span considered 
,max ,mini iK K .  

This index assumes the value of zero when the current value is equal to the minimum value, 

while it assumes the value of 1 when the difference assumes its maximum value. It shows that it is 

not relevant if the country has a net positive or negative value of the net financial account, but 

rather assigns importance to the value of the difference between them. The greater the 

difference, the greater is the capital mobility in each country. Furthermore, since the index is 

expressed as a percentage of the maximum distance between flows during the whole time 

interval, the differences among countries in regard to the absolute values of outflows and inflows 

of capitals are not taken into account. This specification allows  measuring the condition of each 

country separately and paving the way to the panel estimation of the trilemma. 

 

 

3. Estimating the trilemma 

 

In the panel estimation 11 EMU countries are considered: Austria, Belgium, Finland, France, 

Germany, Greece, Ireland, Italy, the Netherlands, Spain, and Portugal, which have been almost 

from the beginning (Greece entered in 2002) in the Currency Union (Luxemburg has been 

excluded for the peculiar features). We use quarterly data from the EUROSTAT ranging from 

2002Q1 till 2012Q4. Then countries are divided in two sub-groups: the PIIGS countries (Portugal, 

Ireland, Italy, Greece and Spain) and the non-PIIGS countries (Germany, France, the Netherlands, 

Austria, Finland and Belgium). This distinction represents a simplification; however, it has a 

communicative value, despite the fact that the differences among single countries cannot be 

taken into account.  Nevertheless, this division in groups reduces the risks of a spurious 

regression5. 

In order to evaluate how much binding the trilemma is, the following equation is estimated: 

                                                           
5
 A cointegration analysis cannot be implemented to reduce the risks of a spurious regression since the methodology 

used does not allow for testing a long-run relationship of dependence among variables. As a matter of fact the 

indicators, to make the trilemma binding, need to vary in opposite direction  in a compensative way. 
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(4)  
, , ,1 j i t j i t j i t ta FS b BY c KAO      

 

according to which the weighted sum of the indexes described above adds up to 1. In equation (4) 

the coefficients to estimate a ,b  and c are indexed with the letter j which refers to each group 

considered: all the EMU countries (11 excluding Luxemburg) that were in the Currency Union from 

the beginning, the PIIGS countries and the non-PIIGS countries. The three indexes FS , BY and 

KAOare referred to the i-th country in each quarter considered t. The results of the estimates are 

presented in Table 1. 

For the whole period, for the whole group of countries, and for the two sub-groups of the 

PIIGS and the non-PIIGS countries the trilemma is binding. There is a linear relationship among the 

three indicators as the significance of the coefficients in the first column of table 1 describes. 

 

 
Table 1. Trilemma indexes in Eurozone 

 Period 

Group of 
countries 

2002-2012 
 

2002-2008 2009-2012 

 FS BY KAO FS BY KAO FS BY KAO 

Obs. 484 308 176 

11 EMU 
countries 

1.016*** 0.139*** 0.362*** 1.142*** 0.001 0.196*** 0.833*** 0.539*** 0.574*** 

Avg.value 
of the 

indicator 
0.737 0.274 0.490 0.782 0.318 0.493 0.660 0.196 0.485 

Obs. 220 140 80 

PIIGS 
Countries 

0.898*** 1.093*** 0.443*** 0.558*** 0.31*** 1.013*** 0.846*** 1.661*** 0.559*** 

Avg.value 
of the 

indicator 
0.698 0.077 0.578 0.746 0.080 

 

0.601 0.616 0.071 
 

0.541 

Obs. 264 168 96 

No PIIGS 
countries 

1.014*** 0.281*** 0.161*** 1.037*** 0.28*** 0.016 0.827*** 0.684*** 0.380*** 

Avg.value 
of the 

indicator 
0.770 0.438 

 

0.417 0.812 0.517 
 

0.404 0.696 0.301 
 

0.438 

 

The second column, regarding the period 2002-2008, shows something different, since the 

coefficient of some indicators appears to be non-significant. In fact, in the 2002-2008 time-span 

for the 11 EMU countries the indicator describing the stability of bond yields is not binding for the 

trilemma. The same happens for the non-PIIGS countries for the indicator of the degree of capital 

mobility. This fact reveals that in the period preceding the crisis there was something the markets 

did not perceive, a circumstance that overexposed some countries in the next period to a greater 

adjustment path. 

For the period 2009-2012 the trilemma turns back to be binding, showing that after the 

financial turmoil the fiscal stance, bond yields and capital movements are strictly interlinked  



8 
 

constraining countries ability to reach internal policy goals. This circumstance can be clarified if we 

look  at the contribution of different indicators to the trilemma. Dividing the coefficient of each 

indicator for its average value for the period or sub-periods, the results presented in figures 1, 2 

and 3 are obtained. Summing the three contributions, a value very near to 1 should be obtained. It 

can be interpreted also as the R2 of the regression. 

 

 
R

2
: 2002-12=0.96;2002-08=0.99; 2009-12=0.93.  

Figure 1. 11 EMU countries: contribution to the trilemma 

 

Figure 1 shows the contribution to the trilemma for the entire period and for the two sub 

periods for all countries. The indicator representing the fiscal stance is always of the greatest 

importance since it is represented always by the highest column in the graph. However, in the first 

time interval it is almost near to 1 and the other indicators, especially  the one regarding financial 

stability, are very  close to zero. It is worth  noting that for the 2002-08 period, the indicator of 

interest rates stability is not significant, as a proof that the trilemma is not binding or that the 

relationship is not linear. It is supposed to be the result of the perception of the currency area as a 

consolidated economic area rather than a sum of national entities. 

During the years 2009-2012, the fiscal stance index gets reduced in favour of greater capital 

mobility and a lower financial stability. During this period some countries were forced to 

implement fiscal retrenchments to stop capital outflows and grant the reduction of spreads on 

government bond yields. As a proof of the validity of the trilemma, the value of R2 is very near to 

1. Figure 2 shows the same results for the PIIGS group of countries.  

The indicators vary in the same direction as in the previous case. However, especially in the 

last time span, the indicator of fiscal stance indicates more restrictive and pro-cyclical fiscal 

policies in favour of greater capital mobility and a lower financial stability. This time – it is worth  

noting – the coefficient are always significant. R2 again is very near to 1. 

Finally, figure 3 shows the contribution to the trilemma of the indicators for the non-PIIGS 

countries. Again, the relative levels of the indicators are very similar to those of the previous 

figures. This depends also on the circumstance that in the non-PIIGS group of countries there are 
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also those like France or Belgium, which despite not being considered peripheral, have some 

problems in managing public accounts and external equilibrium. As table 1 shows, the indicator 

representing capital mobility for the period 2002-2008 is not significant. These results further 

confirm the observation presented for the same time span for  all countries (figure 2) for long term 

bond yields. 

 

 
R

2
: 2002-12=0.96;2002-08=0.99; 2009-12=0.94 

Figure 2. PIIGS countries: contribution to the trilemma 

 

In the years 2009-2012, the indicator of fiscal stance reduces in favour of a greater degree of 

capital mobility and bond spreads moving in an opposite direction in respect to the average.  Since 

the indicator of the stability of bond yields  describes the degree of co-movements in respect to 

the average, it can be concluded – confronting the BY bar of figure 2 with that of figure 3 - that the 

PIIGS countries contributed to the average value of long term interest rates more than the non-

PIIGS group of countries. 
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R
2
: 2002-12=0.97;2002-08=0.99; 2009-12=0.95 

Figure 3. Non-PIIGS countries: contribution to the trilemma 

 

4. Conclusions 

 

Till 2008, financial markets considered the Eurozone countries government debts as perfect 

substitutes and the common currency as a guarantee for future reimbursements. After the crisis, 

the national states became relevant once again and some of them have been involved in a self-

fulfilling spiral of capital outflows and interest rate increase. This paper shows the existence of a 

European trilemma, i.e. that the degree of capital mobility, the volatility of bond yields and the fiscal stance 

are strictly interlinked,  constraining the countries’ ability to manage the internal policy goals. Therefore, 

this trilemma appears to be a powerful interpretative instrument to be used  for the evaluation of policy 

alternatives in the Eurozone both in pre- and post- crisis periods. 

There are two scenarios which may occur: the first one, in which single states are asked to 

make adjustments on their own. In particular the peripheral countries have to bear the whole cost 

of rebalancing the currency area, while the core ones – in spite of having profited from the 

weakness of the Euro – remain at best as passive onlookers. The alternative route relies on the 

premise that fiscal retrenchment and real devaluation further depress internal demand making it 

even more difficult to repay debts. This leads to the concluding consideration that the Eurozone 

asymmetries cannot be realigned without shared policy action and without taking into account the 

systemic shock coming from the crisis.  

As a matter of fact, the existence of the trilemma evidences the presence of national 

constraints and suggests, for the future existence of the Eurozone, to push towards centralized 

fiscal policy instruments. In this context, a quantum leap towards a political union would be 

required. 

It is clear that Europe is built upon a strong contradiction the crisis has explicitly revealed: the 

absence of common institutions in the presence of a common market. This contradiction can be 

seen also from a broader trilemma perspective as suggested by “the globalization paradox” 

(Rodrik 2011): countries cannot have at the same time globalization, democracy and autonomous 

management of economic policy. When a democracy faces globalization, it cannot use 

autonomously policy instruments to pursue its targets. A democracy can autonomously pursue its 

policy objectives if globalization is subject to constraints. Constraining globalization and closing 

national borders, for a small not self-sufficient country, means to lose the power to pursue its 

objective, i.e. the degree of democracy.  

A reflection on these contradictions comes from Acemoglu and Robinson (2013): the choice of 

policy instruments adequate to solve the current crisis in Europe has to go through the assessment 

of the possible future political balance. If economic policy is too unbalanced towards actions that 

lead to unequal distribution of income in the name of the correction of market failures, it gets 

results weakening democracy and market mechanisms themselves on which it is based. 

 

 

References 



11 
 

Acemoglu D. and Robinson J. A. (2013), Economics versus Politics: Pitfalls of Policy Advice, NBER Working 
paper 18921. 

Aizenman J, Ito H. (2013) "Living with the Trilemma Constraint: Relative Trilemma Policy 
Divergence, Crises, and Output Losses for Developing Countries," NBER Working Papers 
19448, National Bureau of Economic Research, Inc. 

Aizenman J. , Chinn M.D. and Ito H. (2008). "Assessing the Emerging Global Financial Architecture: 
Measuring the Trilemma's Configurations over Time," NBER Working Papers 14533, National 
Bureau of Economic Research, Inc 

Aizenman J., Chinn M.D. and Ito H. (2013). “The “Impossible Trinity” Hypothesis in an Era of Global 
Imbalances: Measurement and Testing," Review of International Economics, Wiley Blackwell, 
vol. 21(3), pp. 447-458, 08. 

Alessandrini P., Fratianni M, Hughes Hallett A. and Presbitero A.F., (2012), External Imbalances and 
Financial Fragility in the Euro Area,,  MoFIR Working Paper N°66, may.  

Canale R.R. Marani U. (2014) , “Current account and fiscal imbalances in the Eurozone:Siamese 
twins in an asymmetrical currency union”, International Economics and Economic Policy, doi 
10.1007/s10368-014-0268-9.  

Corsetti G. ed. (2012) Austerity: Too much of a good thing?, CEPR. 
Cesaratto S. (2012), Controversial And Novel Features Of The Eurozone Crisis as a Balance Of 

Payments Crisis, Quaderni del Dipartimento di Economia e Statistica, Università di Siena 
N°640.  

Corsetti G. ed. (2012) Austerity: Too much of a good thing?, CEPR 
De Grauwe P. and Yuemei J., (2012), Self-Fulfilling Crises In The Eurozone: An Empirical Test, CeSifo 

Working Papers N°3821. 
European Economy Advisory Group (EEAG) (2012) Report On The European Economy, CeSifo. 
Fleming, J. M. (1962). "Domestic financial policies under fixed and floating exchange rates", IMF 

Staff Papers 9: 369–379. Reprinted in Cooper, Richard N., ed. (1969). International Finance. 
New York: Penguin Books 

Gros D. (2012), Macroeconomic Imbalances in The Euro Area: Symptom or Cause of the Crisis?, 
CEPS Policy Brief, April N°266. 

Hsing Y.(2012), “Impacts of the Trilemma Policies on Inflation, Growth and Volatility in Greece”, 
International Journal of Economics and Financial Issues, Vol. 2, No. 3, 2012, pp.373-378 

Hutchison M., Sengputa R. and Singh N. (2012), “India’s Trilemma: Financial liberalization, 
exchange rates and monetary policy”, World Economy, doi: 10.1111/j.1467-
9701.2011.01381.x 

Mundell, R. A. (1963). "Capital mobility and stabilization policy under fixed and flexible exchange 
rates", Canadian Journal of Economic and Political Science 29 (4): 475–485. 
doi:10.2307/139336. Reprinted in Mundell, Robert A. (1968). International Economics. New 
York: Macmillan. 

Neumann, M.J.M.(2012), Too early to sound the alarm, VoxEu, 17 April. 
Obstfeld M. (2013), “Finance at a center stage: Some lessons for the Euro-Crisis”, European 

Economy, Economic Papers 493, April. 
Obstfeld, M. (1995), International capital mobility in the l990s, in P.B. Kenen, ed., Understanding 

interdependence: The macroeconomics of the open economy Princeton, NJ: Princeton 
University Press 

Panico C. and Purificato F. (2013) Policy coordination, conflicting national interests and the 
European debt crisis, Cambridge Journal of Economics 2013, 37, 585–608 
doi:10.1093/cje/bet009 Advance Access publication 9 April 2013. 



12 
 

Rodrick D. (2011), The Globalization Paradox: Democracy and the Future of the World Economy, 
W.W. Norton, New York and London. 

 


