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This research project studies the effects of the financial constraints of
heterogeneous exporting firms on their price-setting behaviors and sensitivities to exchange rates in
order to understand the behaviors of international relative prices. Using a model that assumes endogenous
markups, | find that the exchange rate pass-through is higher when firms face greater financial
constraints. Using a dynamic stochastic general equilibrium (DSGE) model, I also further analyze how the
level of integration of financial markets affects the transmissions of exogenous economic shocks.
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