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Address the following questions in your report, please:

a)

b)

©)

d)

Can you recognize an original contribution of the author?
Yes, the three core chapters all make original contributions.

Is the thesis based on relevant references?
Yes.

Is the thesis defendable at your home institution or another respected institution where you
gave lectures?
Yes, this would be a defendable thesis at my university.

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

Yes, Chapters 2 and 3 have already been published in respected economic journals
(Journal of Economic Surveys and Economic Modelling, respectively). Chapter 4 could
be published in a journal like Applied Economics.

Are there any additional major comments on what should be improved?
1 only have two minor comments in response to the candidate’s changes (see below).

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.

My overall assessment is (a) I recommend the thesis for defense without substantial
changes.

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

Below are my replies to the candidate’s responses to my original comments. The only replies
that require the candidate to make a slight change are highlighted in green.

In-Confidence



A. Response to Opponents 1

CHAPTER 2:

Comment #1: [ believe the following statements in the text are incorrect (an
incomplete list).:

® (Page 3) “The results also show that, on average, a 1% increase in the exchange
rate leads to a 0.09% decrease in the domestic price level, while a 1% decrease
leads to a 0.19% increase.”

® (Page 9) “Finally, the study models the exchange rate passthrough, taking into
account asymmetry and the best practices in the literature. It finds

that a 1% increase in the exchange rate leads to a 0.09% decrease in the
consumer price level, whereas a 1% decrease leads to a 0.19% increase.”

I believe the correct interpretation is that a 1% increase in the exchange rate (which
equates to a depreciation of the domestic currency according to page 15) results in a
0.19% increase in the domestic price level. And a 1% decrease in the exchange rate
(which equates to an appreciation of the domestic currency) results in a 0.09%
decrease in the domestic price level.

In response to the first comment, I have corrected the mistakes in the text in the following ways:

® “The results also show that, on average, a 1% exchange rate apprecia-tion
leads to a 0.09% decrease in the domestic price level, while a 1% depreciation
leads to a 0.19% increase.”

* “Finally, the study models the exchange rate passthrough, taking into
account asymmetry and the best practices in the literature. It finds that a 1%
appreciation in the exchange rate leads to a 0.09% decrease in the consumer
price level, whereas a 1% depreciation leads to a 0.19% increase.”

I have also corrected similar mistakes in the remaining parts of the disser-tation.

REED: This addresses my concern. Thank you.

Comment #2: Relatedly, there is some confusion between the domestic price level
and the pass-through rate. So in the table below, if the mean estimate refers to the
estimated impact on the price level, then “Appreciation” should be associated with a
mean effect of -0.09. See below. (Page 43)
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Table 2.4.5: Best practice estimate adjusted for asymmetry and various

contexts
Mean estimate Credible interval
Owerall estimates
Appreciation (.09 -0.20, 0.45]
Depreciation 0.19 [ 0.02, 0.69]

In response to this comment, I have rewritten the captions of Table 2.4.4 and Table 2.4.5 to indicate that
the best-practice estimates are pass-through rates.

I have also rewritten the last two sentences of the fifth paragraph of Subsection
2.4.4 to say:

“The adjusted best-practice estimates reveal that the pass-through rate to con-sumer prices is about 0.19%
following a 1% depreciation in the nominal effective exchange rate but only about 0.09% following a 1%
appreciation. Thus, the pass-through rate of depreciation is roughly twice as large as that of apprecia-
tion.”

REED: This addresses my concern. Thank you.

Comment #3a: In addition to reporting the number of observations/estimates in
Table 2.2.1., it would also be useful to report the number of studies.

In response to this comment, [ have included the number of studies correspond-ing to the variables in Table
2.2.1.

Comment #3b: Similarly in Table 2.4.1., it would also be useful to report the
number of studies where the respective variable appears. For example, 20.51% of
estimates use annual data for reference data. 52.85% use quarterly data, and 26.65%
use monthly data. What percent of studies use annual data/quarterly data/monthly
data? I recognize this might be hard to report for all variables, but it is useful to know
when interpreting these variables in the meta-regressions. The fewer studies a
variable appears in, the more likely that variable is proxying for idiosyncratic aspects
of one or a few studies.
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Table 2.4.1: Summary statistics

WVariable Obs Mean 95% conf. int.
Estimate 1,219 0.3563 0.3335 0.3791
Standard error 1,219 01577 0.1445 0.1709
Data characteristics

Annual data (reference category) 1.219 0.2051  0.1824  0.2278
Quarterly data 1,219 0.5285 0.5004 0.5565
Monthly data 1,219 0.2665 0.2416 0.2913
Time span 1,219 218547  21.0925 226170
Panel data 1,219 0.1365 0.1172 0.1558
Time series data 1,219 0.7771 0.7537 0.8005
Post-GFC data 1,219 0.0363 0.0346 0.0383
IMF database 1,219 0.4425 0.4145 0.4704

Mid-year 1,219 0.2001  0.2000  0.2001

In response to this comment, I have included the number of studies correspond-ing to the variables in
Table 2.4.1.

Comment #4: On page 23, there is a detailed discussion of results from Appendix
B. If substantial text is used to discuss results from a table, that table should be
reported in the text and not in an appendix. This comment also applies to other results
throughout the thesis that are placed in the appendices.

Please, the paragraphs discussing the publication bias tests in Appendix B occupy just 1 page, while
the tables containing the publication bias tests in Appendix B occupy about 5 pages. Therefore,
including the tables in the main text will make Section 2.3 extremely lengthy and also make the related
paragraphs hard to read.

REED: This addresses my concern. Thank you.

Comment #5a: Table 2.4.5 on page 44 states, “The adjusted best practice estimates
reveal that the impact on consumer prices is about 0.19% for a 1% depreciation in the
nominal effective exchange rate but only about 0.09% for a 1% appreciation. This
suggests that the impact of a fall in the nominal effective exchange rate is
approximately 10% larger than the impact of a rise” (see below).
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Table 2.4.5: Best practice estimate adjusted for asymmetry and various
contexts

Mean estimate Credible interval

Overall estimates

Appreciation 0.09 -0.20, 0.45]

Depreciation 0.19 [ 0.02, 0.69]
Numericcﬂly, 0.19 /0.09 = 2.1, 0.19/0.09=2.1, which means the depreciation effect
is about 110% larger, not 10% larger. A better way to state the difference would be
the following: “The adjusted best-practice estimates indicate that con-sumer prices
rise by about 0.19% following a 1% depreciation in the nominal effective exchange
rate, but fall by about 0.09% following a 1% appreciation. Thus, the absolute value
of the effect of depreciation is roughly twice as large as that of appreciation.”

In response to this comment and the second comment, I have rewritten the text related to Table 2.4.5
to say:

“The adjusted best-practice estimates reveal that the pass-through rate to consumer prices is
about 0.19% following a 1% depreciation in the nominal ef-fective exchange rate but only about 0.09%
following a 1% appreciation. Thus, the pass-through rate of depreciation is roughly twice as large
as that of ap-preciation.”

REED: This addresses my concern. Thank you.

Comment #5b: In general, there seems to be some confusion between per-centage
changes and percentage point changes. Please go through the thesis and make sure
that the text means what you want it to say.

In response to this comment, [ have carefully revised the second chapter to cor-rect the mistakes concerning
percentage changes and percentage point changes.

For example, on Page 37, | have rewritten Paragraph 4 to say:

“Asymmetry Variables: Asymmetry in the exchange rate pass-through con-tributes to heterogeneity.
Judging by the posterior means, the depreciation pass-through rate is about 11 percentage points higher
than the appreciation pass-through rate. These findings validate the propositions by Bussiere (2013) and
Coughlin & Pollard (2000) that pricing can differ according to the direction of change in the exchange
rate.”

In the unrevised version of Chapter 2, the paragraph was written as: “Asymmetry Variables: Asymmetry
in the exchange rate pass-through con-tributes to heterogeneity. Judging by the posterior means, the
depreciation pass-through is about 11% higher than the appreciation pass-through. These findings validate
the propositions by Bussiere (2013) and Coughlin & Pollard (2000) that pricing can differ according to
the direction of change in the ex-change rate.”

In addition, on Page 40, I have rewritten Paragraph 3 to say:
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“Product characteristics: Finally, the BMA tesulis suggest that product-specific estimates contribute to
heterogeneity. Precisely, estimates for primary and secondary products are about 71.83 percentage
points larger than tertiary or countrywide estimates.”

In the unrevised version of Chapter 2, the paragraph was written as: “Product characteristics: Finally,
the BMA results suggest that product-specific estimates contribute to heterogeneity. Precisely,
estimates for primary and secondary products are about 71.83% larger than tertiary or countrywide esti-
mates.”

REED: This addresses my concern. Thank you.

CHAPTER 3:

Comment #1: (Page 88) It is not clear in the table below whether “Fixed

effects model” and “Random effects model” refer to meta-analytic FE and RE, or
panel FE and RE. Please clarify.

Table 3.5.1: Bias-correction for the overnight rate pass-through

Upward pass-through Downward pass-through

PANEL A: Linear methods

OLS
Intercept 0.448%%* 0.321°
(corrected mean) (0.124) (0.167)
Standard error 0.991 0.676
(publication bias) (1.268) (1.681)
Fired effects model
Intercept 0.504™ 0.182*
(corrected mean) (0.105) (0.074)
Standard error 0.599 2.098"
(publication bias) (0.732) (0.759)
Random effects model
Intercept 0.509%% 0.195*
(corrected mean) (0.098) (0.081)
Standard error 1.077 3.463%
(publication bias) (1.235) (1.097)

I apologize for the mistake. In response to this comment, I have edited the table to show that the bias
tests are based on the panel fixed effects model and the panel random effects model.

REED: This addresses my concern. Thank you.

Comment #2: In the same table, note that WAAP cannot have the same number of
observations as the other models.
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PANEL B: Non-linear methods

WAAFP
Corrected mean 0.550™"" 0.371°
(0.113) (0.203)
Stem-based method
Corrected mean 0.530*** 0.346%°
(0.166) (0.178)
Endogenous kink model
Corrected mean 0.448%** 0.3217
(0.124) (0.167)

P-hacking tesis
Test for monotonicity and bounds [0.004] [0.000]

Test for non-increasingness [0.099] [0.009]

Observations (p < 0.2) 47 25
Ohbservation 264 226
Studies 16 19

I apologize for the mistake. In response to this comment, [ have edited the table to show the number of
observations used for the WAAP method.

REED: This addresses my concern. Thank you.

Comment #3: Page 89 states that “the upward pass-through estimate is around 45 —
55%, while the downward pass-through estimate is around 32 — 37%."” Please make it
clear that these are based on the “non-linear methods” and not the linear methods.
Accordingly you should also make clear that you prefer the non-linear methods and are
ignoring the linear methods in your summary.

In response to this comment, I have rewritten the last sentence of the penulti-mate paragraph of Section
3.5 to show that the upward pass-through estimate of 45 - 55 percentage points and the downward pass-
through estimate of 32 - 37 percentage points are based on the non-linear techniques. I have also stated in
the summary (last paragraph) that I prefer the non-linear methods over the linear methods.

REED: This addresses my concern. Thank you.

Comment #4: On page 99, in referring to the table below, the text says “Its posterior
mean suggests that, on average, the upward pass-through is about 12% larger than the
downward pass-through.”
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Table 3.6.1: Asymmetry contributes to heterogeneity in the baseline model

Response variable: Beta estimate Baseline Bayesian model Frequentist check

P. Mean P. SD. PIP Coef. SE P-Val.

Intercept 0.013 NA 1.000 -0.211 0.197 0.283
Standard error 0.674 0.063  1.000 0.743 0292 0.011
Asymmetry variables

Upward pass-through 0.118 0.104  0.624 0.226 0.069  0.001
Downward pass-through -0.012 0.047 0.078

It is not clear where the “12% larger” comes from. Whatever the difference, it should
be expressed in percentage points.

I apologize for this mistake. I have rewritten the text (currently on Page 104) to say: “Its posterior mean
suggests that, on average, the upward pass-through is about 12 percentage points larger than the downward
pass-through.”

REED: This addresses my concern. Thank you.

Comment #5: Similarly when referring to the same table (see below), the text says
“When the reference rate is the overnight interbank rate, the pass-through to lending
rates is about 9% higher than when the reference rate is the 3-month interbank rate”.
This should say, “The pass-through rate is approximately 9.7 percentage points
higher.”

Reference rate variables

Interbank: overnight 0.099 0.068 0.739 0.126 0.067  0.058
Interbank: 3 months 0.002 0.014 0.032
Central bank: discount -0.001 0.016 0.025
Central bank: overnight 0.000 0.003 0.011

In response to this comment, I have rewritten the sentence on Page 108, Para-graph 2, as: “When the
reference rate is the overnight interbank rate, the pass-through to lending rates is about 9.7 percentage
points higher than when the reference rate is the 3-month interbank rate”. I have also corrected similar
mistakes in the remaining parts of the dissertation.

REED: This addresses my concern. Thank you.

Comment #6: Descriptive statistics for mean pass-through estimates are reported
in Appendix B (see below). It would be good to have this table in the text.
Furthermore, I think some mention of the “Upward pass-through rate” of

1.476 deserves mention.
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Table 3.B.1: Mean pass-through estimates by subsets of the dataset
(main sample)

Unweighted Weighted
Category Obs.  Mean SD 95% conf. int.  Mean SD 95% conf. int. Min Max
All estimates e 0.890 2110 0.741 1.038 0375 0622 0332 0419 -7.300 14.952
Asymmetry variables
Upward pass-through 264 1476 3.152  L.094 1.858 0.600 1.180 0456 0.743 -6.690 14.952
Downward pass-through 226 0.632 L1725 0406 0858 0376 0541 0305 0447 -T.300 7.450

In response to this comment, I have moved the table to Section 3.4. I have also discussed the mean
estimate of 1.476 in the penultimate paragraph of this section.

REED: This addresses my concern. Thank you.

Comment #7: The “Overall” best practice estimates from Table 3.6.3 should be
reported in the Abstract and Conclusion. Furthermore, the text should make clear
which coefficients (from which table) are being used to construct the best practice

estimates.
Table 3.6.3: Modelled estimates
Owverall Business Consumer Mortgage
Upward pass-through 0.590 0.422 0.957 0.486
[-1.335, 5.570] [-1.517, 5.222] [-1.335, 6.278] [-1.126, 5.201]
Downward pass-through 0.461 0.293 0.828 0.356

[-1.342, 5.234] [-1.524, 4.886] [-1.342, 5.941] [-1.142, 4.874]

Note(s): Credible intervals approximated using OLS in square brackets.
In response to this comment, I have reported the main best practice estimates from Table 3.6.3 in the
Abstract and Conclusion. I have also stated in the first paragraph of Subsection 3.6.4 that the study
uses the coefficients of the Bayesian averaged model in Table 3.6.1 to construct the best-practice estimates.

REED: This addresses my concern. Thank you.

CHAPTER 4:

Comment #1: The GMM estimates in Chapter 4 are based on a panel dataset that
covers 18 time periods (from 2006 to 2023). Dynamic panel GMM esti-mators, such as
those proposed by Arellano and Bond (1991) and Blundell and Bond (1998), are designed
for panels with a large number of cross-sectional units (N) and a relatively small
number of time periods (T). The general con-sensus in the literature is that the method
performs best when T is between about 5 and 15. When the time dimension becomes
much larger, the estimator suffers from instrument proliferation, This can lead to
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overfitting of endogenous vari-ables, biased coefficient estimates, and invalid inference
because the Hansen test of overidentifying restrictions loses power and tends to
overaccept the null. For panels with longer time spans (e.g., T>20), researchers are
typically advised to limit the instrument count (for example, by collapsing instruments or
re-stricting lag depth) or to consider alternative estimators such as bias-corrected fixed
effects or maximum likelihood methods. As Chapter 4 is right on the edge with number of
time periods, perhaps a robustness check could use one of these alternative estimators.

In the revised version of Chapter 4, the panel dataset covers 15 years, from 2009 to 2023. Therefore, the
system GMM is less susceptible to biased coefficient estimates and invalid inference based on the Hansen
test. Furthermore, in con-trast to the system GMM, alternative estimators rely on external instruments to
address endogeneity bias. However, external instruments for the explana-tory variables in the core model
specification are hard to find because inflation influences many macroeconomic variables.

REED: This addresses my concern. Thank you.

Comment #2: Do the estimates in Table 4.5.1 use the Windmeijer correction for
the standard errors? If so, this should be stated.

In response to this comment, I have stated in the notes accompanying Table

4.5.1 and the subsequent regression tables that the standard errors are based on the Windmeijer (2005)
finite sample correction.

REED: This addresses my concern. Thank you.

Date: February 25, 2026
Opponent’s Signature:

Opponent’s Affiliation: | Prof. Robert Reed Ph.D. (University of Canterbury)
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