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OVERALL ASSESSMENT (provided in English, Czech, or Slovak): 
 
Author has chosen a policy-relevant topic that has received little attention so far, used for a 
bachelor student advanced methodology, and written the thesis with generally good English. 
The main shortcoming is that the chosen methodology is in not always suitable for the given 
purpose and that the author makes multiple mistakes in its application.  
 
In Literature review, the author fails to mention two highly relevant studies evaluating impact 
of CNB’s FX interventions: Franta et al. (2014) published as a Research and Policy Note of 
the CNB; and Timko (2015), who, in his diploma thesis at IES, uses similarly to this thesis a 
VAR model to estimate impact of the FX interventions, but focuses on their impact on GDP 
and inflation. Further, mainly in the first part of the Literature review, the author describes the 
topic of reviewed studies but not their main findings and how they relate to his analysis. 
 
Regarding manuscript form, the text, graphs, and tables are properly formatted. The thesis is 
also well-structured although there are some problems with the content of sections. In the 
three parts that are most often read—Abstract, Introduction and Conclusion—author states 
that the FX interventions had a positive significant impact on exports, what is something 
expectable, but he does not specify how large the impact was (e.g., annual growth in exports 
was 10% instead of 5%), what is the main contribution of his thesis. Description of the 
motivation and implementation of the CNB’s FX interventions is not crucial for the thesis and 
could be described more briefly than in six pages (as the author himself partly admits in the 
Conclusion). On the other hand, methodology concerning how exactly the counterfactual 
analysis was conducted could be described in more detail. Further, the Conclusion 
unnecessarily reviews content of all sections, not just the main finding, and does not interpret 
it, discuss its relevancy and connection to other literature. Lastly, the author mostly writes in 
English that is easy to understand and uses appropriate economic vocabulary although some 
sentence structures and phrases are non-English and many parts could have been written 
more concisely. This is, however, natural as it is a bachelor thesis and not a journal article. 
 
There are multiples issues with methodology. The most basic one is that VAR models, and 
econometric models in general, are not suitable for estimating impact of exceptional events, 
such as FX interventions with exchange rate commitment in environment of ZLB on interest 
rate, since past regularities are not their good predictor. Structural models are a more 
appropriate option.  
 
Nonetheless, the author chooses VAR models and aims to predict impact of the FX 
interventions by, first, estimating counterfactual exchange rate without the interventions and 
then using it in VAR model to predict counterfactual exports to Germany, the main trading 
partner of the Czech Republic. In particular, exchange rate changes are in the first part 
regressed on their lags and on contemporaneous and lagged domestic inflation and GDP 
growth (and eurozone inflation). This equation, however, suffers from simultaneity bias as it 
is widely documented in VAR literature that exchange rate shocks have statistically 
significant contemporaneous impact on GDP growth and inflation (for example, for the Czech 
Republic in Babecka-Kucharcukova et al., 2013). Further, the author first estimates this 
regression with four lags for each variable and then keeps only statistically significant 
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variables in the final regression: for example, only the third lag of GDP growth but not the first 
and the second lag. This is non-standard as the third lag is statistically significant conditional 
on the first and the second lag being in the regression, and thus affecting exchange rate. It is 
therefore standard to include all lags preceding the last lag of a variable in a regression. The 
more serious mistake is that coefficients of those significant variables are used from the 
original regression with all variables and not from a reestimated regression with only these 
significant variables. Coefficients in the reestimated regression will differ since variables are 
not independent: various lags of GDP growth and inflation are certainly correlated. Just 
leaving out insignificant variables then leads to generally highly inaccurate predictions of the 
counterfactual exchange rate. Even if there were no practical difficulties, the general idea 
that it could be determined how would have the exchange rate evolved without the CNB’s FX 
interventions is, at least in my view, too ambitious. More constructive approach would 
probably be to consider various scenarios (for example, no change in ER without 
interventions, only 2.5% (approximately half of) depreciation of ER, 5% appreciation of ER), 
estimate impact of these scenarios on exports and let reader decide which scenario is more 
probable. 
 
The second part of analysis consists of estimating a VAR model on sample up to the FX 
interventions with Czech exports to Germany and exports and consumption of Germany as 
endogenous variables and exchange rate, GDP, PPI and FDI in the CR and GDP in 
Germany as the exogenous variables (all variables are first-differenced). Counterfactual 
exports and the other two endogenous variables are then predicted conditional on the 
counterfactual value of exchange rate and the actual values of other exogenous variables. 
There are multiple problems with these estimations. First, as discussed, the counterfactual 
value of exchange rate is imprecisely estimated in the thesis. Second, the actual values of 
the Czech GDP and PPI are used while the interventions most likely changed them and 
some counterfactual values for these variables would be more appropriate. Third, as in the 
previous regression, for some exogenous variables only statistical significant lags of 
exogenous variables are included and not all lags up to last significant lag; it is not clear 
whether the regression was reestimated after exclusion of insignificant lags. Fourth, the 
author estimates in another regression with the same variables but with the sample up to the 
end of 2015 that there was a structural change that increased growth in exports: a 
statistically significant dummy variable with value one after FX interventions. The prediction 
does not account for this structural change (positive residuals in model if it was estimated 
also on sample after interventions but without structural shock). The predicted exports are 
then lower and, until the end of 2014, they are lower just because of this influence since the 
counterfactual exchange rate estimated in the thesis is approximately equal to the actual one 
during this period. The structural change could be caused by FX interventions. There have 
been, however, other non-standard events in the period after the FX interventions but not in 
the most of the pre-intervention sample, such as ZLB on interest rate and quantitative easing 
in the eurozone; the structural change is thus most likely caused by a mixture of factors.  
 
Alternative strategy, which would not completely change the modeling approach, could be 
estimating the model over the entire sample and then just replacing the actual with 
counterfactual exchange rate. Other exogenous variables, including the dummy variable, and 
residuals would stay the same. The difference in predicted exports would then be solely due 
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to the different path of exchange rate. Counterfactual exchange rate could be represented by 
alternative scenarios as suggested before. 
 
In sum, although methodology is extensively and appropriately described, its application is 
often inappropriate what leads to imprecise results and then limited contribution of the thesis. 
 
During defense, I would like the author to respond to at least some of my objections 
regarding methodology. If they are incorrect or imprecise, what are the mistakes in my 
reasoning or details I overlook? If they are correct, what are the results if the model is 
adjusted to address my objections (assuming author has enough time to redo the analysis)? 
The model could be adjusted for example as I suggest or as the author chooses himself. 
 
If author at least partly responds to my objections, I recommend grade ”velmi dobře” (good, 
2). 
 
 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




