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We investigated the following analyses: (1) the determinants of currency
substitution, (2) the impacts of the degree of currency substitution on nominal exchange rate volatility
in Central and Eastern European, Asian and Latin American countries, (3) the extent to which the degree
of currency substitution influences on the effects of monetary policy in the DSGE framework. As a result,
we showed that the existence of currency substitution should be considered by central banks in currency
substitution countries when formulating their monetary policies.
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