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I. Background
1.1 Capital flows have been for some time the subject of one important strand of the economic literature, attempting to  ascertain benefits and risks/costs of such flows, determinants (pull and push factors), and policy responses. More recently with the ongoing global financial crisis, a number of comprehensive reports and papers are focusing on recent trends of capital inflows into emerging markets and its implications for policies, aiming at offsetting the destabilizing consequences of large inflows to macroeconomic and financial stability. The literature on policy responses to capital flows has evolved as well, given more relevance to regulatory prudential tools – including capital controls – to manage capital inflows. This is in part due to the unprecedented magnitude of such inflows in the aftermath of extraordinary easing on monetary policies of advanced economies (including by unconventional measures) that created very large injections of liquidity at the global level. The third quantitative easing program (QE3) recently launched by the Fed (and the possible effects of the European Central Bank’s Outright Monetary Transactions Program, OMT) brings again to the forefront of policy makers’ concerns some of these issues. The perspectives of QE tapering opens yet another source of market volatility. In spite of all the attention given, several questions continue to deserve a more thorough scrutiny from policy makers and scholars alike, as for example:
· Among the factors explaining capital inflows into emerging market economies in the post-crisis period (2008-2012), what role can be attributed to the various instruments and policies that increased liquidity and expanded the balance sheets of advanced economies’ central banks? Are capital inflows into emerging market economies in the post-crisis period essentially driven by these policy responses? How are factors underlying capital inflows and outflows related?
· Are these factors in the post- crisis recovery period (2010-2011), responsible for the: (a) rise in commodity prices in 2010? (b) surge of inflationary pressures in 2010? (c) movements of local equity prices? (d) above-historical trend rise of credit; (e) rapid appreciation of floating exchange rates?
· Monetary policy under these circumstances became a much more complex game and questions involving key issues such as objectives, constraints, instruments, remain open for discussion. Which lessons have we learned so far and what would be a sensible roadmap for policy makers in South America, given the main characteristics of our economies?
· What are the roles of macroprudential policies and the available monetary exchange rate and regulatory policy responses?
· How to address the potential challenges to managing capital flows in a multi-polar world and with a more integrated financial system? 
· How is gradual monetary contraction in advanced countries likely to impact capital inflows and how to design policies to accommodate the transition?


II. Objectives 
2.1 The objective of this consultancy is to produce a policy paper to be disseminated in international fora and input to the activities of the Financial Stability and Development Group.
2.2 The initial work will be discussed in a two-day seminar, jointly sponsored by the Group. The seminar will bring together South American Central Banks, think tanks, academics and international and regional organizations to discuss the issues mentioned above, focusing on policy implications to South American countries. The results of these discussions should lead to the policy paper.
2.3 The consultant work will be submitted as an IDB working paper.

III. Main activities
3.1 The consultant will prepare a paper to provide a framework to contemplate about the rationale for national policies addressing capital flows and how they interact. This framework will be applied to conduct an analytical survey of the recent policy literature on the subject, including several new position papers by the IMF.
3.2 The paper will systematically explore the rationale for policy intervention (e.g. volatility induced by global financial cycles, endogenous financial unsustainability) and the suitability of the instruments to address such rationales. 
3.3 The consultant will travel to Lima, Peru, to participate in the workshop on managing capital flows. The paper will serve as the basis for the consultant presentation.
3.4 Following his presentation, the consultant and coordinator will revise the paper as needed to be submitted for publication as an IDB Working Paper. Immediately after the workshop, the consultant will prepare a shorter version of the paper (8-10 pages) in a Policy Brief format.
3.5 The consultant will begin his work in January 2015. A first draft of the paper is due by March 2015. A revised version of the paper and the Policy Brief are due by April 2015. 

IV. Schedule of payments  
4.1 Total fees will amount to $25,000.
4.2 Payments will be as follows: 
· 30% within 30 days of receipt by the Bank of the signed agreement.
· 40% of receipt and acceptance by the Bank of the draft paper. 
· 30% of receipt and acceptance by the Bank of the final report and completion of the activities described in this TOR.
4.3 Travel expenses are not included in this TOR. Travel will be paid in a separate agreement. 

V. Coordination 
5.1 The Bank through the Research Department (RES/RES) will be responsible for the supervision of this TC, including disbursements. CAN/CAN and CSC/CSC will provide technical expertise and country specific knowledge. The work of the consultant will be directly supervised by a Research Economist in RES.

VI. Characteristics of the consultant (PEC)
6.1 Type of consultancy: Individual International
6.2 Starting date and Duration: January 01, 2015 through May 31, 2015
6.3 Place of work: Place of residency of the consultant
6.4 Travel: The consultant will travel to Lima, Peru. 

VII. [bookmark: _GoBack]Qualifications 
7.1 The consultant is required to be a Ph.D. in economics and at least to have 10 years of experience in either an international organization or academic institution. The consultant must have a distinguished publication record on issues related to the research to be carried out.
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