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The current account dynamics are one of the most important issues for
policymakers and macroeconomists. The data in most countries suggest that the current account is
persistent and volatile, and thus the current account deficits and surpluses are difficult to be
balanced. Many attempts to explain the current account dynamics have been made in the previous
studies. However, these attempts are based on the rational expectations hypothesis. In this research

project, | focus on the role of imperfect information held by economic agents in the current
account dynamics. Using the sticky information model, 1 consider how the delay of expectation
adjustment contributes to the current account persistence and volatility. | also study various
imperfect information models to explore the importance of information in open economy models.
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