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Exchange rate pass-through (ERPT) is the degree to which the exchange rate movements
have an impact on the domestic prices. The ERPT analysis is a key issue for macroeconomic
indications. First, ERPT has an important effect on imports, exports, and investment (Egert and
MacDonald 2008, p.11). Second, ERPT plays a vital role in adjusting current account
imbalances (Obstfeld 2006, p.16). Third, ERPT is one of the most influential channels of the
monetary transmission mechanism.

Recently, Vietnam has experienced different levels of inflation. The inflation rate reached
25 percent in 2008, which is the highest level since 1996 (Phan, 2014). As a result of the global
economic slowdown, the inflation rate in Vietnam declined slightly in 2009. After then, the
inflation rate climbed rapidly, peaking at roughly 20 percent in the third quarter of 2011. The
impact of the tightened monetary policy contributed to a decline in the inflation rate to 4
percent in 2014, which was following by the domestic price deflation in several months of
2015.Inflation rate started to rise again in 2016. In short, Vietnam’s economy presents an
appealing situation to analyze the possible interaction of macroeconomic variables under
different regimes of inflation.

Noticeably, Vietnam is one of the fasting growing economies in the world. The annual
growth rate of this country was approximately 6 percent from 2012 to 2016 and forecast to
increase in the next five years (OECD, 2019). Moreover, the demand for oil and other energy
sources increases in order to maintain rapid economic growth. Consequently, the growing

relative importance of developing countries such as Vietnam in world oil demand leads to an




interest in examining the influence of oil price fluctuations on macroeconomic activities in
these economies.

In order to examine these issues, this dissertation employs time-series method including a
Structural Vector Autoregression Model (VAR), threshold Structural VAR model. The main
idea are discussed more details in the three chapters.

In chapter 2, “Revisiting the exchange rate pass-through: The case of ASEANS countries”,
using the Vector Autoregression framework, we investigate the exchange rate pass-through
(ERPT) in ASEAN countries including Thailand, Indonesia, Malaysia, the Philippines and
Vietnam. We find that exchange rate changes do matter for price levels in all sample countries.
The ERPT are different cross-country due to the diversity of macroeconomic factors affecting
ERPT. Moreover, monetary policy could play a vital role in controlling domestic inflation. The
variance decomposition analysis shows that the exchange rate shock accounts for around 25
percent of CPI variation in Vietnam, which is highest among five economies. Lastly, the oil
price shock is the important factor to explain the inflation rate in all sample countries.

In chapter 3, “The determinants of inflation in Vietnam: A threshold structural vector
autoregression approach”, we investigates the macroeconomic determinants of inflation in
Vietnam while allowing for a non-linear relationship between those variables. This chapter
employs a threshold structural vector autoregression model to examine the response of
domestic prices to various macroeconomic shocks. Based on the estimated threshold level of
inflation, we divide the sample period into high and low inflation regimes. The empirical
results find evidence of a nonlinear relationship between inflation and some macroeconomic
variables. The responses of domestic price to the monetary policy shock and the credit shock
change significantly between the two inflation regimes. As a result, the source of price
fluctuations depends on the inflation regime. Moreover, the reactions of monetary policymakers
in Vietnam to the domestic price shock are different among the two inflation regimes.

In chapter 4, “Does the oil price matter in Vietnam? An empirical investigation in a
nonlinear framework”, we investigate the nonlinear effect of oil price shocks on
macroeconomic activities in Vietnam. We do that by conducting a threshold structural Vector
autoregression (VAR) with five variables: world oil price, output gap, interest rate, nominal
effective exchange rate (NEER), and domestic price (CPI). The model separates two regimes
with the world oil price threshold. Our results indicate that the oil price shock and output gap,
interest rate, NEER, and CPI have a regime-dependent relationship. We find that the
macroeconomic responses are different among regimes. The monetary policy tools are more
effective in the case of the low oil price regime than the high one.

The main messages of the three empirical works are as follows:

In chapter 2, pass-through does matter for domestic prices for all sample countries. The
alternatives in the structure of the economy might lead to the fluctuations in pass-through.

Monetary policy could play a vital role in controlling domestic inflation. This reflects the




success of adopting the flexible exchange rate regime and inflation targeting in some cases. For
Vietnam, exchange rate stability is essential for price stability while depreciation could not
employ as the means for encouraging economic growth because it will significantly increase
CPI. The oil price fluctuations become more important sources of price changes in all sample
countries.

Chapter 3’s results represent a key aspect of implementing the monetary policy in
Vietnam. The credit is a useful tool in the case of high inflation periods. On the other hand, the
interest rate is a useful monetary policy instrument in the low inflation case. Therefore, the
State Bank of Vietnam (SBV) can attain price stability through the credit channel in the high
inflation period and the interest rate channel as the economy shifts to the low inflation case.
Moreover, the SBV should pay attention to the impact of external shocks on inflation.

In chapter 4, the impact of external shock such as world oil price on macroeconomic
indicators in Vietnam is significant, and diverse across distinct oil price levels. In this case, the
policymakers should continuously observe the oil price changes to implement the appropriate
monetary and fiscal policy. Furthermore, the influence of the retail oil market stability
instruments should be examined in other empirical research papers.

In summary, this dissertation contributes some interesting key findings to academic

research. It also provides some ideas for monetary policy implement in Vietnam.
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