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Oo duilatio L elliy dals il Lllall J oW O 20380 08 Gliss e OIS
(Branson, 1979:212) (s (sl s LS (rate of return) siladly Hblaal Eua
Ay Aols 5l ccpraiianall sl L3 ass ¥ (Bonds) Jswo¥l sia o
o LG ¥l sia 8 L) Ll ki 30 bl CYGAY
il e aiaall Cyanll a3 s og sl Lia ¥l Ll 33!
e i il ol el 31,031 3 L) Shlie 3585 Lblie Ll
@ pehdlae g M (risk aver;e) Sblaall (gulds 5 sl G g il
oblis e gJJa.&}( by Ll Jyuol B olalwl) () Gsrn agdl
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e Jsa¥l sia dile 558 5 Laaal¥ Jeo¥l 8 slainu ) Gudil byl
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(Branson, 1979: 212; Jarchow & ui5 e Lllall 31,5Y) sl e Tl
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Sl (8 saall o als s i als Hgliie e g sudsall L gl
Soall (3 KB ol ) suliatdl 3 dadall ol sl o Y Guas Ll
A s gblse O le el aldl (a8 oy AT Lal e Liallad
TS el Al SLasY e ¥ oY) oY) asiad To Blske polaitiag
[(Branson e al, 1977: 304) <ie 8 jubs Llle G40 L obadias ¥ agils a3 Gy
e S8l S e ) o i ey gl o3 13a ) BLAYL
¥ alatsW il Slall 8l (6 (ia¥) J g (o Gare wiim
Efl dal s (o Q;.usb._s ‘j Loy J3a .(Martin & Masson, 1979: 13)
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Sp - B_E Y] Cal a i) il Junall -

al ) § U clfiay Lo ) (W) o i3l sall 5 Usbaa (1) Lskaall 3
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Absll JLl 350 e gl i () el S8 Jans plasy) o Lays s
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Joa¥lh Llaa¥) LK p ) cou dldy () (m) Galiasl ) (s a0 Lals
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(M) G JS Gy (D) L)) ) &3 o aiad) Jlall 3 e ¢l
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(Branson, 1979: 213; (4)5 (3)y (2) o¥alaadl 3 Lpailod Lol SO0
.Dornbusch, 1978: 98)
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(B) dobyll Ll oY wrmsy M) gaiill sl Ludlls (Ey)y ()
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LSLe T o3 (B) pdsiall il L Lol palall ¢ il oladss
o (8 Bgale 585 &gan a8 Y el O (5T (static expectations)
il s Bl Gyl s 5 s g e, Sl 3 i pual
(Reimers, 1986: 186) Liaus Liuall (5 slowras B 61 53l

o eV alaall) &Y ulas )G Go (s i gaill 1d (35,40 sda Ge L)
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O 98 LS y.(1) b ol 30508 Jaae s (B) a3 yall jai:laa cvariables)
solic ol bl 35U Jane s «(4) I (2) e o¥alaad o
e Ll 5 aTh o o Cpall as LT el sad Lo B30 55,30
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Lol g i) o L - sen¥l o) Leiinll Losil Lalidsl € slissly 438
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(Claassen, 1997: 77) Cslball avn Il o SST (o gsrall a0
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w = Md + Bd 4 EFd
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Coin 8 Y1 GO 33a3 B (o oY el (ki (s M 3] gt
(Lipsey, 1987:589; Lt I 3ol 3 3sal 3Ea3 cpaiion eyl sual
) Dieckheuer, 1995: 348)
i G550 1

SN BN 3l (3 Ja¥) s SY ol el bgsd e Goaadl Boghs
J¢s .(stability of t};e short-run equ?librium) Oolenl 1aa S8l sue Ll o
Jare § sl a3 Lol Ulall LI cisaill Sage o LAl 558 4
S Slllie o pais Y (5 s LogalS i Ciaall a5 ikl 55020
it Ja sle ool Lauy L*,_wLJzzl by a8 g AN 3 o) =
Libia L35 e 5315 e s s 3 saills Lusia ¥y 2k JLal 31
s of duiadl Jso¥) ot Go dea aif Lokl Jlad) sl hate 05
(Brainard & sMef (il 8 Lagd (a508a0 Jual Cuiasall S5 s 3
Lude Sy 3053l LyEied gie e uaall (3 L e . Tobin, 1968: 99-122)
Mas w1 5o Libsl Jlall ST Gow (Sate oF LA o Yl 55 o
5 e fly o8 Bl S s B8N June o (&30 Lew elld e AVl Laws
st Cppaieall G 3 ele ¥ Dall sl Jio L e(ip) oolsil Jaxall 3G
Ll G501 s 33 sl ¢ plomnnns Lol pgliilae JSan 3 Sl
s Vi Jadlaall 838 5 (1) Lsia¥) Jya¥) Doas 2835 (b) Lk
Jso¥) o plaall wua )l (adats g dabll Jladl Gl e csthall sl
Il Sl e bl SIS 1) Lae tsa 3ol 138 3 agadl Jlguadl . Leiad!
Jsa¥l e Qllll @ Gaidion @l ol o ST ey (50 diks
3 el o LSt ey aiipw (0) OIS 1 L DAT suadyy duiadl
B Jaxe O Las (D) G2L33 e ST (b) plinyl plaled o) & Gaidinw
iy Lol Jall Sl Boaw 5 Sl S sas poo Y] BEL Y eyl
Loolsall Uall ) JLal G g Bow Suse oF S wt¥1 (BB) Liaie ia 13l
Ll 3w B35 4ain 53l Ll B ey G yaal sa AL o alal
.(Siebert, 1994: 299) Lu3lgill Lalla ) Lsa¥)

JLll Gost e Gl Lyl o Al 50 T daa dlia a3l
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The Portfolio Balance Approach to Flexible Exchange
Rate Determination (Branson’s Model)
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This paper stresses the importance of the portfolio approach to
exchange-rate determination. According to this approach, the exchange rate
is determined, along with interest rates, in the short-run equilibrium process of
financial markets, given supplies of domestic and foreign assets. The
exchange rate in turn is a principal determinant of the current account in the
balance of payments. The current account, with flexible exchange rates, is the
net rate of accumulation of foreign assests, whose accumulation moves the
exchange rate. This gives us, according to Branson, a dynamic system of
exchange rate adjustment which includes assets markets, the current
account, and foreign asset accumulation. It describes the pattern of short-
run exchange rate adjustment around the long-run path given by relative price
movements.
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