
Discussion of
“Dollar Shortages and Central Bank Swap Lines”
by Ambrogio Cesa-Bianchi, Fernando Eguren-Martin, and Andrea Ferrero

Ozge Akinci

Federal Reserve Bank of New York

4th Annual International Roles of the U.S. Dollar Conference
September 26, 2025

Disclaimer: The views expressed in this presentation are our own and do not necessarily reflect those of the
Federal Reserve Bank of New York or the Board of Governors of the Federal Reserve System

1 / 21



Summary of the Paper

I Motivation:

I Recurrent US dollar shortages during stress episodes (GFC, the euro area crisis
and the Covid-19 pandemic of 2020).

I Central bank swap lines were used to address dollar shortages in those episodes.

I Question: What are the macro and financial effects of US dollar shortages on
the global economy? Is there a role for central bank swap lines in alleviating
their effects?

I Methodology: Quantitative global macroeconomic model, where a shock to
availability of dollar funds in EMEs (“sudden stop”) have real effects.

I Main Finding: An uptake of swap lines in line with the maximum set by the
Federal Reserve would help cushion around 20% of the hit to macro variables
predicted by the model.
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Outline of the Discussion

1. Empirical evidence:

I Identification of swap line shocks.

2. Model:

I What might explain in the model that an uptake matching that observed
during the Covid-19 pandemic has only marginal effects?

I Parametrization of the model, confounding effects, missing channels?

3. Additional questions and comments.
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Swap Line Announcements

I 11 swap line events (focus only announcement with news exclusively related
to swap lines), 14 affected currencies, sample period covering 2008 to 2021.
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Swap Line Surprises

I Computing the percentage change in the spot price between 10 minutes prior
and 20 minutes after the shock for each affected currency.
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Comments and Suggestions on the Empirical Strategy

I How is the constructed swap line shock series look like? Is it picking up a lot
variations across time and across currencies?

I Currencies are pre-selected based on the announcement. Compute surprises in
affected currencies relative to unaffected ones.

I Use cross-section of HF responses to validate the model mechanisms.

I Lenel and Kekre (2025): HFI approach, 8 announcements, broader asset prices.

I Exchange rates react differentially across countries according to their degree of
exposure to the dollar factor. Swap line surprises reduce investors’ required
compensation to bear a unit of exposure to the dollar factor.

I Akinci and Queralto (2024): The net benefits of liquidity provision policies are
increasing in the stress in credit markets induced by the shock. Do exchange
rates react differentially across countries according to the stress in credit
markets in the face of swap line surprises?
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Dollar Shortage Shock
Figure 1. External Feedback Effects and the Financial Accelerator
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side benefit of boosting the EM’s exports. As a consequence, the drop in the EM’s GDP

following a U.S. rate hike becomes even larger, and in fact approaches the drop in the U.S.

itself, consistent with the empirical evidence. This result underscores how the financial and

trade invoicing dimensions of the dollar’s dominant status work together to imply powerful

effects of U.S. policy abroad.5

It bears emphasizing that the results above are obtained in a setting in which EM mon-

etary policy targets domestic inflation only, with the consequence that the EM policy rate

does not react much (in either direction) to a hike in the U.S. policy rate. Thus, these results

echo Rey’s (2016) argument that U.S. policy can exert a strong influence on EMs even when

the latter’s monetary policy focuses solely on domestic objectives (and allows the exchange

rate to depreciate).

Section 5 briefly discusses the role of different domestic monetary policy rules for macroe-

conomic volatility and for the incentive of corporations to take on dollar debt. We find that

the presence of partly dollarized balance sheets does not provide grounds for monetary

policies that attempt to stabilize the exchange rate, as reflected in higher volatility of key

macroeconomic aggregates including output with relatively smaller gain in terms of reduced

exchange rate volatility. Even if exchange rate flexibility contributes to amplification through

feedback effects with borrowers’ net worth, attempting to damp these effects using domestic

monetary policy turns out to be counterproductive. Key to this finding is the observation

that the UIP deviation is also endogenous to domestic monetary policy (due to the impact

of the latter on credit market frictions), implying that a domestic rate hike of a given size

5Gopinath and Stein (2018) develop a model in which these two forms of dominance complement each
other, thus providing a unified explanation of the dollar’s prominent international role.

3

A shock to 
availability of dollar 
funds in EMEs 
(Sudden Stop)

µ∗
t ≡ rt+1 −

(
r∗t+1 − Et {∆st+1}

)
> 0 , UIP premium ↑ after a shock

I Shock is a sharp increase in the cost of accessing dollar funding markets.

I Calibration: An increase of CIP deviations between the US dollar and the
Korean won by 215 bps between the pre-stress period and the peak of the
stress.
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Central Bank Swap Lines
Figure 1. External Feedback Effects and the Financial Accelerator
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3

A shock to 
availability of dollar 
funds in EMEs 
(Sudden Stop)

µ∗
t ≡ rt+1 −

(
r∗t+1 − Et {∆st+1}

)
Ft = φF

(
µ∗
t − µ∗

)

I In this environment, provision of dollar liquidity to illiquid borrowers can help
dampen the downward spiral.

I The question is how much?
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Financial Effects of Swap lines

I LSB (Akinci, Benigno, Queralto (March, 2020)): “Credit spreads tightened and the

exchange rate depreciated at an unprecedented speed in the wake of the COVID-19

outbreak in the US: spreads rose 300 basis points and EME currencies fell 15 percent in just

a few weeks since late February.”

I Estimate EM policy rule for Korea.

I Match model IRs with their empirical counterparts

16 / 21



Financial Effects of Swap lines

I LSB (Akinci, Benigno, Queralto (March, 2020)): “Credit spreads tightened and the

exchange rate depreciated at an unprecedented speed in the wake of the COVID-19

outbreak in the US: spreads rose 300 basis points and EME currencies fell 15 percent in just

a few weeks since late February.”

I Estimate EM policy rule for Korea.

I Match model IRs with their empirical counterparts
17 / 21



Real Macro Effects of Swap lines

I Calibrate the model to match impulse responses of Korean GDP and
Investment to a Sudden Stop shock.

I Too soon to conclude “Marginal and transitory effects on investment and
output?”
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LSB (Akinci, Benigno, Queralto (March, 2020))
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Model: Outflows unwinds

SVAR Impulse Response

SVAR Confidence Interval

Note: Empirical impulse responses are taken from Groen, Nattinger, and Noble (2020)
“Measuring Global Financial Market Stresses”, NYFed Staff Report.
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Concluding Comments

I Very interesting paper

I Empirical contribution

I High frequency identification of swap lines surprises, and responses to swap
lines shocks of exchange rates, equity prices, credit spreads and CIP deviations.

I Suggestions: Use cross-section of HF responses to validate the model
mechanisms.

I Model contribution

I Introduce CB swap lines and calibrate the model to the Korean experience

I Suggestions: Better isolate the effect of swap lines from other policy responses
in foreign economies, and tighten the link between the empirical results and the
model simulations.

I Look forward to seeing the next version
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