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Address the following questions in your report, please:

a) Can you recognize an original contribution of the author?

b) Is the thesis based on relevant references?

c) Is the thesis defendable at your home institution or another respected institution where you
gave lectures?

d) Do the results of the thesis allow their publication in a respected economic journal?

e) Are there any additional major comments on what should be improved?

f) What is your overall assessment of the thesis? (a) I recommend the thesis for defense
without substantial changes, (b) the thesis can be defended after revision indicated in my
comments, (c¢) not-defendable in this form.

(Note: The report should be at least 2 pages long.)

Lorena Skufi has submitted her doctoral dissertation as a collection of three interrelated papers
on macro-financial issues in Albania, her home country. From the very beginning, she has
worked hard on her dissertation research and identified topics that are extremely important not
only for Albania, but in general for small open emerging market economies — reliability of
predictions by macroeconomic models in volatile times such as COVID-19 times, the effect of
migration and remittances on labor market, wages and inflation, and FX lending and its
consequences for banks’ credit risk. The sequence of the papers in the dissertation respects the
order in which they have been written.

The first essay uses macro-financial model for Albania to analyze the macroeconomic and
financial developments during the COVID-19 pandemic during 2020-2021. The focus of the
paper is on forecasting economic developments in times of increased uncertainty by using
quantile regression, showing that linear models are in general flexible enough to capture
extreme events like the pandemic. This paper has been published in Eastern European
Economics (Web of Science AIS Q3) journal.

The second essay explores the link between migration, remittances, and wage-inflation
pressures in Albania. It uses a dynamic model with a feedback loop between migration and
inflation, capturing how remittances lead to inflationary pressures. This paper has been
published in Economic Systems (Web of Science AIS Q2) journal.



The third essay analyzes the impact of exchange rate fluctuations on credit risk of Albanian
banks, focusing on non-performing loans and bank-level data. The study uses unique data not
available for most other emerging markets to differentiate between FX hedged and FX
unhedged borrowers with FX loans and looks at how these borrowers react to exchange rate
changes. As expected, unhedged non-financial corporations are more vulnerable to exchange
rate fluctuations than hedged firms, but interestingly the opposite was found for households.
This paper is out as IES WP and is now being presented at conferences and partially revised for
submission to a suitable journal (Q1/Q?2 is planned).

During the pre-defense, the referees have raised a few minor issues to each of the three papers,
which she took on board for the final version of the dissertation.

Lorena managed to combine her dissertation research with her full-time work at the Central
Bank of Albania, which had positive spillovers both ways in terms of understanding the
country’s developments and risks, and was able to pinpoint the key issues and challenges for
macroeconomic and financial sector policies and reflect upon them in her thesis. Her PhD
research has enriched herself but also her central bank, where she continues writing papers and
is involved in various modelling and research projects even more than before.

The collaboration with Lorena was excellent, and as her supervisor, I want to thank her for her
dedication and hard work during the past four years and congratulate her on a very well-written
dissertation thesis.

a) Can you recognize an original contribution of the author?

Yes, all three papers have strong value added and original contributions to economic
literature and our understanding of macro-financial development in small open
emerging market economies.

b) Is the thesis based on relevant references?

Yes, a thorough and detailed review of related literature is an integral part of all three essays.

c) Is the thesis defendable at your home institution or another respected institution where you
gave lectures?

Yes, in my view, the thesis is defendable at our Institute as well as any other
respected university.

d) Do the results of the thesis allow their publication in a respected economic journal?

Yes, the first two papers have already been published, the third one will be
submitted to a journal soon.

e) Are there any additional major comments on what should be improved?

No, as supervisor, I have provided comments during the writing phase of the
dissertation and do not have any other comments at this stage.

f) What is your overall assessment of the thesis? (a) I recommend the thesis for defense
without substantial changes, (b) the thesis can be defended after revision indicated in my
comments, (c¢) not-defendable in this form.

I recommend the thesis for defense without substantial changes.
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