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EUR/USD and Brent 
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Transmission channels (USD depreciation) 

 Demand 
 Lower price in USD boosts demand 

 Supply 
 Oil exporters may want to stabilize revenues 

 Hedging 
 Investors buying real assets to safeguard portfolio value 

 
 Emerging economies 

 USD depreciation linked to stronger growth in commodity-
intensive economies 
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Correlation or common trends? 
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Where’s monetary policy? 
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…scattered around in footnotes and robustness checks! 
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Monetary policy and the REER 

 Eichenbaum and Evans (QJE 1995) 
 Impact of MP shocks on nominal and real exchange rates 

 Kim (JME 2001, JMCB 2005) 
 Impact on terms-of-trade 

 Scholl and Uhlig (JIE 2008) 
 With sign restrictions 

 Binder, Chen and Zhang (2010) 
 Multi-country VAR with LR restrictions 
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A simple CEE identification… 
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Monetary policy and the price of oil 

 Barsky and Kilian (NBER 2002) 
 Monetary policy as alternative explanation of oil price 

increases in the 70s 
 Kilian (AER 2004) 

 Relevance of demand shocks 
 Anzuini Lombardi and Pagano (2010) 

 Impact of monetary policy shocks on the price of oil 
 Transmission via ‘indirect’ channel of higher growth and 

inflation 
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Response of oil to a monetary policy shock à la Kim (1999) 
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Is monetary policy the missing piece? 

 
 High relevance of REER for oil price dynamics 

 
 Smaller impact of REER on demand in non-OECD countries 

 
 Bigger impact on demand of REER than real oil price  
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