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Resume 
 

 

In this paper we develop a simple dynamic model for calculating the equilibrium path 

of the nominal exchange rate over a specified time horizon. Our concept of 

equilibrium requires the current account of the balance of payments to converge to 

zero over time, while at the same time achieving a certain degree of price convergence 

with the EU. With these requirements imposed exogenously, we calculate the BGN-

EUR exchange rate trajectory that satisfies them for a model calibrated to Bulgarian 

data. The results of simulations under varying assumptions, as well as sensitivity 

analysis, are presented. 
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