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PREFACE

This is the sixth edition of our textbook on international finance. Six
major changes in the area have occurred since the fifth edition was
published a year ago. The International Accounting Standards Committee
completed its basic work on international accounting standards, covered
in Chapter 2. The Basle Bank Supervisors Committee issued new
proposals to revise the 1988 Basle Accord’s approach to credit risk,
covered in Chapter 4. The Euro was successfully launched in 11 countries
on January 1, 1999. This is primarily dealt with in Chapter 7, but the
effect of this adoption on financial markets is discussed throughout the
book. Japan’s financial system continues to struggle, and new measures
under the banner of Big Bang have been adopted to restore it to health.
covered in a throughly revised Chapter 8. The Long-Term Capital
Management hedge fund collapse and rescue is dealt with in Chapter 18.
Finally, the new “financial architecture” spawned by the 1997 Asian crisis
is covered in Chapter 21.

The book is organized into three parts. Part One deals with the
international aspects of major domestic markets, Part Two with instru-
ments and offshore markets, and Part Three with emerging markets.
There are also four infrastructure chapters woven throughout the three
parts covering capital, foreign exchange, the payment system and
clearance and settlement. We have updated the data throughout the book
wherever possible, and once again thoroughly reedited existing material
to increase the book’s readability.

While our approach is rooted in government policy and regulation, the
book introduces the student to basic financial concepts and transactions.
Exchange rate regimes, for example, are necessary background for an
understanding of the European Monetary Union. And a student of
futures, options and swaps must understand the basic characteristics and
functions of these instruments. Only the most basic financial theory is
presented. We believe our approach is original and complements existing
texts written for finance or economics courses.

We gratefully acknowledge the dedicated assistance of our secretaries
Stephanie Bright and Debra Mattina.

Hal S. Scott
Philip A. Wellons

Cambridge, Massachusetts
June 1999
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