
Date : 27 March 2018 (Tue)
Time : 4:10 – 5:40 pm
Venue : W613
Language : English
Speaker : Professor Junxi ZHANG 

Vice President 
Tianjin University of Finance and Economics
Tianjin, China

Research Seminar Series (2017/18)

Reexamining the Equivalence Result of Optimal 

Pass-through under Price Adjustment Costs

All are welcome ! Enquiry:
2972 7249 

Abstract:
This paper examines the equivalence result for currency invoicing in a dynamic
continuous-time model by incorporating three new elements: price adjustment costs,
vehicle currency pricing and a multi-country framework. We find that in a two-country
framework, the long-run value of pass-through is the same for all invoicing choices in
importer’s, exporter’s and vehicle currency; moreover, an equivalence result on the choice
of currency invoices always prevails, regardless of whether prices are flexible, sticky,
staggered, or changes with adjustment costs. In a multi-country framework, however,
these results are no longer valid and the equivalence result breaks down. The mechanism
at work is the presence of a coalescing effect in the multi-country framework.
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