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Comments on Isakov and Bonilla (2025) What the paper does

o Understanding wage adjustment through network behaviour
o Strategic interactions, alternative market structures

o Open economy setting; exchange rate pass-through

o General equilibrium model to frame hypothesis

o Bringing model to data through state-of-the-art econometrics
o Macro dynamics: results simulated using model

o Insights for monetary and FX policy

Note: all views expressed are the discussant’s own and do not necessarily represent those of BCRA.
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ERPT meets strategic interactions in the labour market
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Comments on Isakov and Bonilla (2025) Network estimation and aggregate wage dynamics

1. Network estimation: job-to-job flows (endogenous), 2013-2018
2. Identification: using previous estimates, predict networks in consecutive years

3. Estimate aggregate wage dynamics

Strategic complementarities Firm’s direct exposure to FX
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Firm’s indirect exposure to FX

Nominal or real wages?

Wage dynamics for job stayers: how to factor in unemployment / cyclical factors? 9



Comments on Isakov and Bonilla (2025) On (1) network estimation
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Comments on Isakov and Bonilla (2025)

On (3) aggregate wage dynamics

* Evidence of strategic interactions

*  Asymmetric wage adjustment (elasticity to
Fx appreciation lower than to depreciation)

* “Conditional on firms’ exposure to
external shocks, firms avoid adjusting

wages when competitors face shocks”

2014-15 2014-16 2014-17 2014-18
TAlog W 0.235% 0.217* 0.261* 0.346*
(0.034) (0.022) (0.016) (0.014)
vAlog &€ 0.007 0.002 0.257* 0.254
(0.037) (0.064) (0.085) (0.070)
alAlog& -0.228%** -0.875% -1.263* -1.595%%
(0.078) (0.135) (0.177) (0.150)
(my —v) Alog & 0.023 0.019 0.236" 0.234
(0.038) (0.066) (0.088) (0.072)
(ma — a)Alog& -0.263*** -1.007* -1.454% -1.927+
(0.082) (0.142) (0.188) (0.160)
MSA fixed effects v v v v
# of firms 162,577 133,817 110,233 08,549
# of balanced workers 3,410,686 2,990,038 2,690,508 2,561,246
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Comments on Isakov and Bonilla (2025) Wage adjustment: direct and indirect effects of FX

Figure 3. Contribution of indirect external shocks via network

Economy level

26 27 26
Year

Nores: The source of data is authors’ computation. The bars represent contribation of external shocks to aggregate
metropolitan wage adjustment through the direct and indirect channels. The contributions are computed for the entine

economy {10 largest metropolitan areas) over 2015 to 2018 years. Standard emors are computed using the delta method.

Sluggish wage adjustment?
FX depreciation impact on wages is
amplified through network effects

A “multiplier”
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On (3) aggregate wage dynamics

* Short term: direct and indirect impact on
importing firms. Lower wages,
“expenditure reducing”

*  ‘“Long” term: also direct and indirect
impact on exporting firms. Higher wages,
“expenditure switching”, but negative
impact on importing firms dominates

*  Compare to balance sheet impact of FX:

Culiuc (2020)

2014-15 2014-16 2014-17 2014-18
A log W 0.235% 0.217* 0.261* 0.346*
(0.034) (0.022) (0.016) (0.014)
vAlog &€ 0.007 0.002 0.257* 0.254
(0.037) (0.064) (0.0RS) (0.070)
alAlog& (), 228*** -0.875% -1.263* -1.5957*
(0.078) (0.135) (0.177) (0.150)
(my —v) Alog & 0.023 0.019 0.236" 0.234
(0.038) (0.066) (0.088) (0.072)
(ma — a)Alog& -0.263*** -1.007* -1.454% -1.92
(0.082) 01427 (0 188) (0.160)
MSA fixed effects v v v v
# of firms 162,577 133,817 110,233 08,549
# of balanced workers 3,410,686 2,990,038 2,690,508 2,561,246
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Comments on Isakov and Bonilla (2025) Policy implications: FX not a shock absorber

Figure B.10. Impulse response functions to a commodity shock: Taylor rule
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Comments on Isakov and Bonilla (2025)

Figure B.11. Impulse response functions to a commodity shock: Peg regime
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Policy implications

Further motivation for broader policy toolkits: MFSF
(BIS: Borio, Shim and Shin, 2022), IPF (IMF); but
based on labour market implications

Relate to work on FXI

Results for the economy at large? Monetary policy

across sectors (formal/informal)
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Comments on Isakov and Bonilla (2025) Scope of the exercise: formal labour market

Colombia: labour informality

Share of adults in informal jobs Share of salaried workers in informal jobs
63 29 1
61 17 +
59 45
c 43 |
57 41 t
55 39 |
53 37
c 35 |
51 33 t
49 31
47 29
27 ¢
45
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=—=Tnformality (Criterion 1) ==—=TInformality (Criterion 1)* ===Informality (Criterion 2) =——Informality (Criterion 2)*

Criterion 1: Informal=salaried workers in small firms, non-professional

self-employed and zero-income workers Criterion 2: Absence of social security rights

Source: Base de Datos Laborales paraAméricaLatina y el Caribe — LABLAC (CEDLAS and World Bank) 16



Comments on Isakov and Bonilla (2025)

Scope of the exercise: formal labour market

Colombia: real wages, formal vs informal workers
(index, Mar-13=100)
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Source: Base de Datos Laborales paraAméricaLatina y el Caribe — LABLAC (CEDLAS and World Bank) 17



Comments on Isakov and Bonilla (2025) Scope of the exercise: formal labour market

(indice)

130 ¢

125 +

120 +

115 r

abr-21 abr-22 abr-23 abr-24 abr-25

— Asalariado No asalariado Total

Nota: base 100 = marz-2021. Datos en trimestre moévil y desestacionalizados.
Fuente: DANE (GEIH); calculos del Banco de la Repubilica. 18



Comments on Isakov and Bonilla (2025) Summing up

o Strategic interactions: amplification (direct plus indirect effect of FX
depreciation), hence no real wage “sluggishness”

o Scope: formal labour market

o DCP+SC = FX no shock absorber

o “Floats and pain”: FX depreciation plus lower real wages

o Realrigidities or coordination failures? (Leijonhufvud, 1980; Howitt, 2003)
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