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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.)

This report is based on the revised draft of the thesis by Lorena Skufi, which I received by email
on October 8, 2025. In my comments, I focus on how Lorena Skufi addressed the comments
that I read in my report for the preliminary defense which was held on September 23, 2025.

Before turning to my comments on the various chapters, let me address the questions listed
above.

a) Can you recognize an original contribution of the author?
Yes. The papers all offer substantial analyzes and contribution to economic knowledge. The
make material contributions to the literature.

b) Is the thesis based on relevant references?
Yes. All chapters include a detailed review of the literature that shows a solid grasp of what
has been done, and a clear sense of what the new analysis brings.

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



Yes. The author has thoroughly addressed the several comments for improvements I made
on the earlier draft. The thesis is clearly suitable for defense.

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

Yes. My understanding is that two chapters are published. If I was a referee for the chapters,
my recommendation would be for minor revisions, to clarify a few aspects.

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

My earlier comments have been addressed. I list below some secondary comments, but none
pertain to major issues..

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 on December 10, 2025 without substantial changes.

The author has done a very good work in addressing my comments, with a thorough reply to
each of them in the section 6 of the revised thesis.

Chapter 1: Using Macrofinancial Models to Simulate Macroeconomic Developments During
the COVID-19 Pandemic: The Case of Albania.

The paper develops a macrofinancial model for Albania, based on quarterly data from 2010 to
2021. Based on this model, two sets of forecasts are built from 2020 onward. These forecasts
differ primarily by assumptions on the “add factors” applied to the various equations to bring
the model in line with the data. In the first forecast, the add factors consist of forecast as 0of 2019
by other institutions (for foreign variables) and simple projections for other variables. In the
second forecast, the add factors take the actual path of some variables during the Covid years
in order to test the model ability to generate paths for the other variables that are in line with
the ones observed.

The chapter now presents the equations of the model in more details, which substantially
improves the clarity of the work. The model consists of a serie of behavioral rules governing
the dynamics of the various variables, under the assumption of adaptive expectations.

While the rules driving the dynamics are all reasonable, the approach of the model differs from
the one of dynamics stochastic general equilibrium frameworks that assume rational
expectations by the various agents. This choice is fine, but it would be useful to motivate it
somewhat in the text. In particular, the assumption of backward looking adaptive expectations
can be disputed, and the text should explain why the approach does not consider forward
looking expectations.

Several variables warrant some explanation, possibly in footnotes. For instance, my is the
inhabited square meter per capita considered for the investment equation on page 20? This is
an unusual variable and it would be useful to know how sensitive the model is to its inclusion.
Similarly, equation (2.4) contains a competitiveness variable CT which should be defined.

The discussion of the add factors, and the contrast of the two forecast exercises with different
approaches of add factors, is clearer than in the first draft. These add factors are however a
subtle dimension, and the defense presentation should say more on them. Specifically, how
should we view the add factors on page 28? Are they small enough to merely represent a fine



tuning of the model, or are some of them materially large, which would indicate that the model
is hard pressed to fit the variable in question? In addition, the difference between the add factors
considered in the two forecasts exercise will need to be presented with care, as the exercises are
quite subtle.

The text has improved when discussing how to view the fit of the model. In her answers, the
author points that the exercise is more in terms of the usefulness of the tool than in terms of a
precise forecast. This is presented in the conclusion, but I recommend making this clear earlier
on, for instance when presenting the bands of confidence, so the reader has a clear
understanding of how to read these estimates.

Chapter 2: Migration, remittances, and wage-inflation spillovers: The case of Albania

The chapter assesses how inflation is impacted by international migration, through its impact
on labor force participation and remittances. Using Phillips curves estimated by an ECM
approach, inflation is raised through low participation and remittances, the effect being
particularly large for the later.

The paper provides more information to motivate the issue. Figure 3.1 provides evidence for
migration and remittances for many countries. However, as it uses of a serie of black lines
makes it hard to spot the one corresponding to Albania.

Figure 3.4 provides the path of remittance, migration, and labor force participation for Albania,
showing their large size. As the figure provides a clear context, I recommend putting it already
in the introduction.

I think that the first two panels can be removed, as the lines are in the bottom left panel. In
addition, I would express the net migration as a percentage of the population.

A short discussion of figure 3.4 would be useful. In particular, migration shows a sizable jump
in 2010. What accounts for this striking change? In addition, the bottom right panel suggests
that remittances are not so much linked to the current migration flows as to the sum of all past
migrations (i.e. the stock of expatriates), which makes sense. Is this link between the sum of
past migrations and the flow of current remittances well captures in the model specification (as
a full stop of emigration would not be associated with an end of remittances)?

The author explains that the apparently puzzling sign of the effects in table 3.4 simply reflects
the negative coefficient on the co-integration vector. This should be mentioned when discussing
table 3.4, for instance with a footnote connected to the first paragraph on page 117.

On page 117, the paper points that the surprisingly large effect of inflation on the wage can be
attributed to changes in the minimum wage that took place during the years of the sample. If
the minimum wage has such a large effect, it seems that the co-integration framework should
take account of it explicitly, for instance through an extra term in the wage Phillips curve (if
this change is not feasible by the time of the defense, it can be left for later without problem).

Chapter 3: Does FX hedge mitigate the impact of exchange rate changes on credit risk?
Evidence from a small open economy



The final chapter assesses the impact of movements of the exchange rate on non-performing
loans using a granular sample of households and firms between 2009 and 2023. In addition to
the overall effect, the analysis considers whether the impact differs between unhedged and
hedged borrowers, with the later group consisting of borrowers with at least 80% of their
income in the currency of the loan.

The regression results from the quantile approach are now presented in the firm of figures 4.2
and 4.3, which follow one of my earlier comments. I think the figures allow for a clear reading
of the results. It would be useful for the text to explain how the figure is constructed, and discuss
the figures in more details. Regarding figure 4.2, the text indicates the difference on the left-
hand side of the distribution (panels for low values of r), but the magnitudes are very small. A
difference depending on hedging only materially appears at the very right-hand side (=0.99)
with a larger effect for unhedged firms. For households (figure 4.3) the difference appears more
broadly on the right-hand side (from r=0.75 and above), this time with hedged households being
more sensitive.

In her reply, the author points out that figure 4.1 shows heterogeneity, as the values for NPL
differs across panels even though the general shape of the evolution is the same. To make this
even clearer, | recommend using the same left vertical axis for NPL in all panels. The inclusion
of the exchange rate is a welcome addition which clarifies the pattern.

The paper now makes the definition of hedging clear in footnote 22. I think this could be put in
the main text. The definition of hedging with a 80% of income threshold however raises another
question. The 80% threshold is quite high. It suggests that hedged firms are essentially firms
that do most of their business in the form of exports. It would be useful to indicate the number
of observations for such firm, compared with that of unhedged firms, as I would expect only a
small share of firms to be so dependent on foreign sales. Reporting the number of observations
is even more needed for households, as having a household earn more than 80% of its income
in foreign currency strikes me as quite unusual.

The text now replaced the mention of “asymmetry” with “heterogeneity”, which is more
accurate. It indicates that a study of asymmetric response can be left for later. I agree, but based
on figure 1, I revised my view and don’t think this is a priority question. The reason is simply
that the pattern shown in figure 4.1 looks fairly symmetric over the initial depreciation and the

subsequent appreciation.
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