TABLE OF CONTENT

CONTENT PAGE

Declaration -
Certificate -
Acknowledgement to ICSSR -
Acknowledgements -
List of Tables -
List of Figures -
Abstract i-vi
Chapter 1: Introduction and Background 1-44
1.1. Background 4
1.2. Theory of Exchange Rate Pass-Through 10
1.3. Motivations, objectives and key hypotheses 14
1.3.1. Fundamental motivations 14
1.3.2. Primary objectives 19
1.3.3. Underlying hypotheses 22
1.4. Data, measurement and other analytical issues 26
1.4.1. Importance and pitfalls of macroeconomic variables in 26
economic analysis
1.4.2. Macroeconomic data environment for this study 32
1.4.2.1. Key sources of macroeconomic data 33
1.4.2.2. Important measurement issues in key variables of 34
the pass-through process
1.4.3. Time Period for the empirical analysis 39
1.5. Chapterization and chapter-wise summaries 40
Notes 42
Chapter 2: Evidence on Exchange Rate Pass-Through: Review, Issues and 45-110
Insights
2.1. Introduction 48
2.2. Review of Evidence at the International level 49
2.3. Review of Evidence at the Domestic level 77
2.4. Issues stemming from the Review of Evidence 88
2.4.1. Matters in the pass-through literature that have been 88
prominently debated in India
2.4.1.1. Empirical definition of the exchange rate pass- 89
through relationship
2.4.1.2. Measures of exchange rate in the empirical 91
estimation of exchange rate pass-through
2.4.1.3. Measures of domestic prices in the empirical 93
estimation of exchange rate pass-through
2.4.1.4. Currency invoicing and the degree of pass-through 94
2.4.1.5. Diversity in the empirical estimates of the pass- 96

through coefficients



2.4.1.6. Theoretical framework for specifying the exchange

rate pass-through relationship

2.4.1.7. Short run versus Long run impact of exchange rate

variations on domestic prices
2.4.1.8. Size and directional asymmetries in the pass-
through process
2.4.2. Issues in the pass-through literature that have not been
prominently debated in India
2.4.2.1. Examination of the exchange rate pass-through to
import prices

2.4.2.2. Analysis of pass-through effects of import prices on

domestic prices
2.4.2.3. Monetary policy and exchange rate pass-through

2.4.2.4. Pass-through of changes versus shocks in exchange

rate
2.4.2.5. Other important matters in this regard

2.5. Summary and concluding remarks

Notes

Chapter 3: Macroeconomic background and analytical perspectives
3.1. Opening remarks
3.2. Macroeconomic developments in India: A historical perspective

3.2.1. Macroeconomic Developments during 1991-92 to 1995-96
3.2.2. Macroeconomic Developments during 1996-97 to 2000-01
3.2.3. Macroeconomic Developments during 2001-02 to 2005-06
3.2.4. Macroeconomic Developments during 2006-07 to 2010-11
3.2.5. Macroeconomic Developments during 2011-12 to 2015-16
3.2.6. Macroeconomic Developments during 2016-17 to 2021-22

3.3. Reconciling the macroeconomic developments since the reforms

Chapter 4: Exchange rate, import prices, and their interconnections:
A macroeconomic perspective
4.1. Introduction
4.2. Issues under consideration
4.3. Nature of Indian imports
4.4. Theoretical Model

4.4.1. Alternative approaches
4.4.2. Theoretical Model employed in the study

4.5. Variables, data, and sources

4.6. Descriptive Statistics, Time-series properties, and related issues
4.7. Methodological considerations

4.8. Empirical Analysis

4.8.1. Estimation of the extent of import price pass-through

4.8.2. Determinants of the import price variations

4.8.3. Interactions between import price variations and exchange
rate changes, and the issue of exchange rate pass-through

98

99

101

101

102

102

104
104

105
107
110

111 -162
114
121
122
129
134
140
147
153
158

163 - 255

166
168
170
174
174
179
187
189
209
216
216
222
230



4.8.4. Stability of the pass-through coefficient within a time-
invariant framework
4.8.5. Stability of the pass-through coefficient within a
Time-Varying Coefficient framework
4.8.6. Determinants of the stability of exchange rate pass-through
Coefficient
4.9. Summarizing the findings
4.10. Precursor to the next chapter
Notes

Chapter 5: Exchange rate, domestic prices and their interconnections:
A macroeconomic perspective
5.1. Background
5.2. Primary concerns
5.3. Alternative perspectives on the theoretical model in literature
5.4. Theoretical Model
5.5. Data, variables and sources
5.6. Descriptive statistical estimates and time series properties of the
chosen variables
5.7. Empirical Estimations
5.7.1. Extent of exchange rate pass-through to domestic prices in
India
5.7.2. Extent of exchange rate pass-through for annual data
5.7.3. Perspectives on the stability of the aggregate pass-through
coefficient
5.7.4. Dynamic impact of exchange rate on domestic prices in
India
A. Theoretical model
B. Nature of restrictions and construction of the
SVAR model
C. Estimated results
5.8. Summary and concluding remarks
Notes

Chapter 6: Size, directional and composite asymmetries in the pass-through
from exchange rate to prices in India
6.1. Introduction and Background
6.2. Methodological and data issues
6.3. Empirical perspectives on asymmetries in pass-through to import price
inflation
6.3.1. Asymmetric pass-through of exchange rate changes to import
price inflation in India
6.4 Empirical perspectives on the asymmetries in exchange rate pass-
through to domestic price in India
6.4.1. Asymmetric pass-through of exchange rate changes to
aggregate domestic prices in India

235
237
240
244
246
248
256 — 343
259
263
270
276
285
290

299
299

311
313

316

320
324

328
336
339
344 - 382
347
351
355
359
370

375



6.5. Concluding remarks

Notes

Chapter 7: Summary, Limitations and Concluding Perspectives
7.1. Contextualizing the findings
7.2. Summarizing the initial findings
7.3. Summarizing the empirical inferences

7.3.1.
7.3.2.
7.3.3.
7.3.4.
7.3.5.

7.3.6.
7.3.7.
7.3.8.
7.3.9.

Short-run exchange rate pass-through

Long-run exchange rate pass-through

Determinants of import price inflation

Determinants of domestic inflation

Factors shaping the behaviour of exchange rate pass-through
relationship

Stability of exchange rate pass-through over time
Directional Asymmetry

Size Asymmetry

Composite asymmetry in the price impact from exchange
rate alterations

7.3.10. Dynamic short-run exchange rate pass-through to domestic

inflation

7.3.11. Dynamic long-run exchange rate pass-through to domestic

inflation

7.4. Critical inferences
7.5. Some policy implications
7.6. Caveats, emerging themes and an agenda for further research

Notes

Bibliography

380
382

383 - 421
386
388
389
389
391
392
394
395

395
397
397
398

399
400
401
406
412
421

422 - 458



