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Investment managers who have the ability to form international portfolios can diversify existing stocks

in Indonesia, Malaysia, and the Philippines even Japan by considering country risk because their stock

markets tend to be segmented. Investment managers also need to conduct special studies before

investing in Asian stock markets that have proven to be integrated. © 2020, Economic Laboratory for

Transition Research. All rights reserved.
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 This paper is concerned with the role of money in economic growth 
in a general equilibrium framework. It proposes a monetary growth 

model by integrating Walrasian general equilibrium theory, neoclas-
sical growth theory, and MIU approach in monetary economics with 

Zhang’s concept of disposable income and utility function. We de-

fine the model, find equilibrium, and carry out comparative statics 
analysis in money policy, preferences and technology. 
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INTRODUCTION 

The purpose of this study is to formally study relationship between money and economic 

growth. From empirical as well as theoretical literatures on money and growth, we know that rela-

tionships are ambiguous in the sense that the relationship can be positive, independent, or nega-

tive not-related, situation-dependent, depending on countries or periods within the same country or 

analytical frameworks. This study readdresses issues of growth and money. But different from the 

most formal models in the literature of money and growth, we also study relationship between 

money and distribution between heterogeneous households. If money is not neutral, inflation poli-

cy affects economic growth. As households have various preferences for consumption and saving 

and varied levels of human capital, it is reasonable to expect that inflation policy should have dif-

ferent effects on income and wealth distribution between heterogenous households. This paper 
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 The paper deals with an analysis of political and economic factors 

influencing the country risk. We examinate economical and political 
factors that are related to the country risk. We provide assessment 

based on country the economic and financial difficulties that coun-
tries face, as well as on the investment environments. At the begin-

ning of the paper we provide the framework for understanding the 
nature of country risk, we discuss ideas of renowned authors from 

different perspectives in regard to political and economic variables 
that might affect country risk. The main contribution of this paper is 

an analysis consisting of testing the significance of selected political 
and economic factors on the risk of selected European countries 

based on an econometric model using panel regression. We con-
clude the GDP per capita, inflation, unemployment, gross govern-

ment debt, current account balance, international investment posi-
tion and political control index of corruption and the rule of law are 

the main factors influencing country risk in our analysis. Based on 
the regression analysis we select groups of countries with highest 

similarieties and analyse them in detail. 
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INTRODUCTION 

In the recent century country risk analysis became a major topic within economics and fi-

nance. The topic itself includes detail description and analysis that countries face, what also in-

cludes description of business and investment ecosystem using of different risk indicators. From 

our perspective country risk belongs to the category of issues that are difficult to understand be-

cause of their fragmentation and complexity. Usually country risk or general financial instability was 

a fact that be left in the hands of the International Monetary Fund or other international institu-

tions or agencies. The phenomena of globalisation has already change this perspective and even 

more often banks, corporations and investors have enough information on the problem. Country 
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