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Using both regression- and VAR-based estimates, the paper finds that
the exchange rate pass-through to import prices for a large number of
countries is incomplete and larger than the pass-through to export
prices. Previous studies have reported similar results, which give rise to
the puzzle that while local currency pricing is needed to account for
incomplete import price pass-through, it would not imply a lower

export price pass-through. Recent explanations of this puzzle have
emphasized markup adjustment in response to exchange rate changes.
This paper suggests an alternative explanation bas



