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Summary

• Very interesting paper 
• – fresh micro data on FXI and firm-level debt, bringing together literatures

• Global Financial Cycle
• Effectiveness of Foreign Exchange Intervention
• Exchange rate and stock market prices
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Summary
• FXI in response to US Fed Funds rate changes 2000-2019

• Daily data across a range of countries
• FFR ‘surprises’ identified

• Impact of FXI up to 5 days after on Exchange Rate: compare interveners 
with non-interveners

• Impact of FXI up to 5 days after on equity returns
• Firms with USD debt exposure

“FXIs can be successful in stabilizing both the exchange rate and stock 
returns, especially for those that are highly exposed to the Global Financial 
Cycle. FXIs can make countries more insulated from the Global Financial 
Cycle” 



International Role of the Dollar and FXI
• 1960s-1970s – FXI using reserves, coordinated, swaps as well as 

reserves (Naef 2020, 2021)
Directly in foreign exchange market through brokers (is this the same?)
• 1979-82 – major Fed induced shock to Global Financial Cycle

• Impact through dollar- denominated debt -> EME debt crisis

• 1980s – efforts at FXI not effective (debate)
• Plaza and Louvre Accords: asymmetric effectiveness 

• 1990s – EMEs pegged rates, AEs inflation targeting
• 2000s – Inflation targeting, less FXI (reserves insurance)
• 2010s – QE Spillover effects: ‘currency wars’, CFM, FXI
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Figure 1 Bank of England intervention data in US dollar. Source: 
Bank of England Archives, Dealers’ reports, reference ...

Alain Naef (2021) Dirty 
float or clean 
intervention? The Bank 
of England in the foreign 
exchange market, 
European Review of 
Economic History, 25(1)

Sterilized intervention not effective
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International Role of the Dollar and FXI
• 1960s-1970s – FXI using reserves, coordinated, swaps as well as 

reserves (Naef 2020, 2021)
Directly in foreign exchange market through brokers (is this the same?)
• 1979-82 – major Fed induced shock to Global Financial Cycle

• Impact through dollar- denominated debt -> EME debt crisis

• 1980s – efforts at FXI not effective (debate)
• Plaza 1985 and Louvre 1987 Accords: asymmetric effectiveness 

• 1990s – EMEs pegged rates, AEs inflation targeting
• 2000s – Inflation targeting, less FXI 
• 2010s – QE Spillover effects: ‘currency wars’, CFM, FXI
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International Role of the Dollar and FXI
• 1960s-1970s – FXI using reserves, coordinated, swaps as well as 

reserves (Naef 2020, 2021)
Directly in foreign exchange market through brokers (is this the same?)
• 1979-82 – major Fed induced shock to Global Financial Cycle

• Impact through dollar- denominated debt -> EME debt crisis

• 1980s – efforts at FXI not effective (debate)
• Plaza 1985 and Louvre 1987 Accords: asymmetric effectiveness 

• 1990s – EMEs pegged rates, AEs inflation targeting
• 2000s – Inflation targeting, less FXI 
• 2010s – QE Spillover effects: ‘currency wars’, CFM, FXI
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Questions
• Short term v Medium or Longer term effects of FXI as an insulation 

against USD-induced shocks to Global Financial Cycle
• Very small net interventions – big effects? Signalling?
• Mechanism of insulation: through trade, capital channels, B/S effects?
• How much does this intervention cost – is it worth it/efficient? CFM
• Asymmetry of FFR increases (selling USD) v decreases (buying USD)
• Results robust to only flexible regime countries

• Sample Countries
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