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Outline

•ERPT into export prices (denominated in RMB)
•Highly disaggregate firm-product level data from 

China during 2000-2006.
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China Country c

𝑁𝐸𝑅𝑐𝑡 𝑝𝑓𝑝𝑐𝑡
10% depreciation 0.6% increase



Outline
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•ERPT is larger for exports to high-income 
countries.
•Exports to high-income countries
𝑁𝐸𝑅𝑐𝑡 10% dep. → 𝑝𝑓𝑝𝑐𝑡 (1% inc. )

•Exports to middle-income countries
𝑁𝐸𝑅𝑐𝑡 10% dep. → 𝑝𝑓𝑝𝑐𝑡 (0.2% inc. )

•Exports to low-income countries
𝑁𝐸𝑅𝑐𝑡 10% dep. → 𝑝𝑓𝑝𝑐𝑡 (no impact)



Outline

•Recent models with the product quality imply…
• The export prices of higher quality products respond more 

to exchange rate shocks.

•China mainly exports low quality products.
• This explains low degree of ERPT (0.6%).

•Products exported to higher income countries are 
associated with higher quality.
• This explains the finding in last slide.
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Outline

• Estimation of the product quality
• ln 𝑥𝑓𝑝𝑐𝑡 = 𝜎 ln 𝑝𝑓𝑝𝑐𝑡 + 𝜙𝑝 + 𝜙𝑐𝑡 + 𝜀𝑓𝑝𝑐𝑡

• 𝑄𝑓𝑡 ≡ average 𝜀𝑓𝑝𝑐𝑡 : Firm-level average quality.
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Estimated QualityELS estimated by Broda
and Weinstein (2006)



Outline
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Comment 1: Endogeneity
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•Endogeneity btw quality and unit price
• Kugler and Verhoogen (2012)
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•This can affect the estimation of the product quality.
• ln 𝑥𝑓𝑝𝑐𝑡 = 𝜎 ln 𝑝𝑓𝑝𝑐𝑡 + 𝜙𝑝 + 𝜙𝑐𝑡 + 𝜀𝑓𝑝𝑐𝑡

•Methods such as IV can be examined for robustness.



Comment 2: USD invoicing

•Authors can examine RMB/USD exchange rate for 
robustness given the role of USD as major invoicing 
currency in international trade.

• If trades are invoiced in USD, export prices 
denominated in RMB can be elastic more to RMB/USD 
than to RMB/Destination Currency.

• This might be interesting especially when we examine 
ERPT in Asia.
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Comment 2: USD invoicing
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• Share of invoicing currency in Japanese exports (2014 Apr.-Sep.)

Source: Japanese Customs website
（http://www.customs.go.jp/toukei/shinbun/trade-st/tuuka.files/tuuka26fh.pdf）

USD invoicing



Comment 3: Timing of NERt
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•Beginning of t ? End of t ? Period average ?
•What is theoretically the best among them?
•Beginning of t might be the best, if invoicing 

currency is RMB and RMB prices are determined 
after exchange rate changes are observed.
• End of t might be the best, if invoicing currency is 

not RMB and RMB prices are exposed to 
unexpected exchange rate changes.


