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©@ Empirical estimates:
— VAR w/ Bauer-Swanson'23 monetary shocks
— IRF for U.S. R*, Y*,P* and AE/EM &,R,P,Y, Ex,Im, FXI
— Rt = Y/inEM
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This Paper
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Figure 9: EME - VAR IRFs, SOE IRFs and SOE Responses to Pure R* Shock

Nominal Exchange Rate ] MP Rate Reserves
10 N o
0 )\\ _,."-'-'" \/—"—
5t . —~—— -10 3 .
0 E—2K e gie e —ee—e—ee—— -1 e
0 10 20 30 40 0 10 20 30 40 0 10 20 30 40
CPI Domestic GDP Investment
27, 0 0
1 _ -2 PP S
. . 4 ¢ — -5 e
= . —
0 T -
AT 6 10
0 10 20 30 40 0 10 20 30 40
Exports
0
5t ~ et
-10 ——
0 10 20 30 40 0 10 20 30 40

2/5



©@ Empirical estimates:
— VAR w/ Bauer-Swanson'23 monetary shocks
— IRF for US. R*, Y*,P* and AE/EM & R,P, Y, Ex,Im, FXI
— R*T = Y|/inEM
@ Model:
— SOE w/ DCP, portfolio adj. costs, balance sheet effects
— U.S. shocks: R*, Y*, P*

— calibrate to match empirical IRFs

© Counterfactual:
— shut down shocks Y*, P* and consider effects of R*

— find almost no spillovers

2/5



©@ Empirical estimates:
— VAR w/ Bauer-Swanson'23 monetary shocks
— IRF for US. R*, Y*,P* and AE/EM & R,P, Y, Ex,Im, FXI
— R*T = Y|/inEM
@ Model:
— SOE w/ DCP, portfolio adj. costs, balance sheet effects
— U.S. shocks: R*, Y*, P*

— calibrate to match empirical IRFs

© Counterfactual:
— shut down shocks Y*, P* and consider effects of R*

— find almost no spillovers

2 1
@ My comments: Data (:>) Model (:>) Counterfactuals .
5



Comment #1: Interpretation

@ Why does trade channel dominate?

X = (P ()
~~ —_——
trade expenditure  demand
channel switching  shifter

© expenditure switching: n =5.17 + DCP
@ demand shifter: v =5.71 + Y™ calibrated to U.S. GDP response
© home bias < 0.5
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Comment #2: Identification

o How are different spillovers identified?

— estimation of the model is a bit of a black box
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Comment #2: Identification

o How are different spillovers identified?

— estimation of the model is a bit of a black box

@ In principle, financial channel alone can generate Y* |

— small FC debt? no FNS channel?
— does not match other moments? Ex and Im?

— what if local MP smooths exchange rate?

@ Suggestions:

© include from GFC literature: spreads, asset prices,
capital flows... (Miranda-Agrippino-Rey’20)

Q exploit : openness, trade w/ U.S., DCP,
gross/net capital position
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Other Comments

@ Can the model match unconditional moments?

@ Shut down other channels rather than U.S. shocks?

© Why cannot the model reproduce imports response for AE?

@ Compare to recent literature (llzetzki-Jin'21, Cesa-Bianchi-Ferrero-Li'24)
@ Consider alternative policy rules (float vs. peg)
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Empirical Impulse Responses
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Empirical Impulse Responses

Emerging Economies
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Empirical Impulse Responses

Peru
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