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Summary of the Award publications (around 2000 words ) :

My publications focus on the role of monetary policy in macro-economy. In "
Does Monetary Policy Have Asymmetric Effects on Stock Returns?" | investigate
whether monetary policy has asymmetric effects on stock returns using
Markov-switching models. Different measures of a monetary policy stance are
adopted. Empirical evidence from monthly returns on the Standard & Poor’s S&P 500
price index suggests that monetary policy has larger effects on stock returns in bear
markets. Furthermore, it is shown that a contractionary monetary policy leads to a
higher probability of switching to the bear-market regime. In "Revisiting the Interest
Rate-Exchange Rate Nexus: A Markov Switching Approach,” | investigate the
relationship between interest rates and exchange rates empirically and theoretically.
The empirical findings suggest that raising nominal interest rates leads to a higher
probability of switching to a high volatility exchange rate regime. A simple
theoretical model proposed in this paper is consistent with the empirical regularity and



provides one of cause and effect. The referee’s comments are as follows: “This is an
interesting paper that uses the Markov-switching approach developed by Hamilton
(1989) to examine whether increases in interest rates caused countries in times of
crisis to switch into high exchange rate volatility regimes. The previous literature has
dealt mostly with liner models. The use of nonlinear models is definitely a
contribution to the literature.” Finally, in "The Liquidity Effect in a Flexible-Price
Monetary Model," | examine the impact of macroeconomic policy shocks in a
flexible-price dynamic stochastic general equilibrium (DSGE) model with money.
Rather than adopting a money supply rule, monetary policy is modelled as a central
bank using a simple interest rate rule (Taylor rule). Without assuming price stickiness
or frictions in financial markets, this model is found to account for liquidity effects,
generate higher persistence in output and inflation, and capture the positive
unconditional cross correlations relating inflation and output.



