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Big Picture

• Exchange rate pass-through (ERPT) is the effect of a country’s
exchange rate changes on its domestic and trade prices

• ERPT thru to domestic prices is our focus

• ERPT has significant implications for trade policy, multinational
value chains, and macroeconomic management policies.

• Firm and policy characteristics jointly determine ERPT

• However, evidence combining micro and macro determinants
of ERPT is limited due to demanding data requirements



Our Contribution

• We propose a new procedure to estimate ERPT to firm-level
producer prices without directly observing price data.

• Our procedure utilizes firm-level financial data from various
countries and periods to estimate pass-through accurately.

• Producing ERPT to firm producer prices across time and space

• The novel method allows us to answer consistently:

1 Does ERPT decrease with macro policies such as inflation
targeting and central bank independence?

2 Do multinational firms experience lower ERPT?
3 Does external financial openness counteract these two forces?
4 How does firm financing affect ERPT?



Firm Data: ORBIS, 47 Countries, 1995–2022

• ORBIS firm-level database provided by Moody’s-BvD

• Balance sheets, income statements, detailed ownership, and 4-digit
NACE industry classification

• Private and public non-financial firms

• Sample of 2.5M firms

• Coverage and start date differs by country



Advantage of our Methodology

• Macro studies:

• Pros: cross-country results; industry and national policy
determinants of ERPT

• Cons: misses ERPT heterogeneity within countries and/or
industries

• Micro studies:

• Pros: captures ERPT heterogeneity within countries and/or
industries

• Cons: single-country results; not always applicable to other
countries

Both approaches miss crucial information in determining ERPT.
Our goal: bridge the gap between micro and macro.

• jointly investigate firm-, industry-, and country-level determinants of
ERPT



Empirical Framework

We directly estimate:
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Pass-through to domestic producer prices is:

ERPTi,t = α
′
+ΨC − 1

Γ̄
β

′
Import Intensityi,t−1+γMarket Sharei,t−1 (2)

where

• ΨC = 0.054 is the average pass-through to costs of a nonimporting
firm

• Γ̄ = 0.730 is the average markup elasticity wrt. its prices

are estimated in sample.



External Validity: Belgium Comparison (2000–2008)
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Results: Headline
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Results: Headline Comparison

AEs EMs
Domestic Prices (macro studies)

Campa and Goldberg (2008), 1975–2003 15%
Gagnon and Ihrig (2004), 1984–2003 5%
Carrière-Swallow et al. (2024), 1990–2022 7.5% 28%
Choudhri and Hakura (2006), 1979–2000 14% 26%
Jašová et al. (2019), 2009–2017 6% 20%
Caselli and Roitman (2019), 1990–2013 22%

Average 9.5% 24%
Our results: Pre-2008 10.1% 26.7%

2009–2022 13.4% 16.5%

Import Prices (micro studies)
Chen et al. (2021), UK 2010–2017 30%
Gopinath and Itskhoki (2010), US 1994–2005 16%
Gopinath, Itskhoki and Rigobon (2010), US 1994–2005 30%
Gopinath and Rigobon (2008), US 1994–2004 22%
Amiti, Itskhoki and Konings (2014), non-EA 2000–08 80%
Gopinath et al. (2020), 1992–2015 77%3

Average 24.5% 78.5%
Our results: Pre-2008 20.7% 63.4%

2009–2022 11.2% 35.6%

3Sample of EMs and AEs.



Results: Macro Policy Mix
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Results: Multinationalism and Openness
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Results: Firm Financing
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In summary

Our study of ERPT and firms

• joins the study of the complex mechanisms of ERPT at the firm
level

• to the impact of economic structure and policy environment at the
macro level

• which can inform better policy decisions to manage the impacts of
exchange rate fluctuations on different types of firms and economies.
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