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In an increasingly globalized world, it is common for companies, governments, and households to make
transactions in currencies other than those of their own economy. This type of capital movement makes it
possible, for example, to increase current spending, finance capital expansion projects, and even restructure the
financial assets and liabilities of the various economic agents. However, when the difference between assets and
liabilities in foreign currency widens, a phenomenon known as currency mismatch which can be positive if these
assets are greater than the liabilities and negative in the opposite case, the dynamics of the exchange rate may
generate substantial changes in the balance sheets of real sector companies and, in turn, increase the economy’s
foreign vulnerability through investment, growth, liquidity, and capital adequacy.


