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I Introduction

Despite a long period of relative domestic stability and the deployment of a package of regulatory and market devel-

opment initiatives starting in 2002, Uruguay continues to display unusually high and persistent levels of dollarization

(see Licandro and Mello (2017)). The persistence of dollarization hinges on the prospects of peso denominated market

growth, an thus has an effect on long term financial stability in the case of a small open economy like Uruguay due to

the lack of insurance against the main source of shocks in a small open economy –i.e. real exchange rate shocks-.

Recent research has shown that Uruguayan firms not only have large degrees of asset and liability dollarization (Barón et

al. (2017)) e.g. stock dollarization, but also show an intensive use of the dollar for the pricing and invoicing of domestic

transactions. This research has also shown that, unlike most of the invoicing literature, the choice of invoicing currency

is not dichotomic: most firms show invoicing shares different from zero or one.

The choice of invoicing currency is important for several reasons. The early literature (Baron (1976), Donnenfeld

et al. (1991)) concentrates on the impact of invoicing choice on the pricing and volume of exports under alternative

exchange rate systems. Ahtiala et al. (1999) show that giving the choice of invoicing to a client is equivalent to a

price cut, and helps domestic firms to gain market share for their exports. Friberg (1998) shows that foreign currency

invoicing has a role in stabilizing export demand, very much on the spirit of pricing to market (which he calls incomplete

pass-through) and shows that the decision is important in floating exchange rates because it affects the level of exports

that a country generates. Other authors have stressed that invoicing affects the short term pass-trhough from exchange

rates to inflation and the empirical observance of the law of one price (Devereux et al.(2004), Engel (1999)) and the

conduct and effectiveness of monetary policy (Kang (2015)), the optimal choice of exchange rate system and the micro

adjustment of prices. While the economic literature has a long list of research that deals with the issue of the dollarization

of invoicing in international trade, very few papers deal with the issue of the dollarization of prices or invoicing of

domestic transactions.

Recently, Drenik and Perez (2017) have shown that dollar pricing of domestic sales might be a choice for firms that seek

to hedge inflation risk absent other inflation-indexation mechanisms, particularly in the case of durable goods. Levina

and Zamulin (2006) argue that, in the presence of price rigidities and in the absence of other indexation mechanisms,

dollar pricing might be an optimal strategy for a firm. There are no papers, however on the hedging properties of

domestic invoicing.

In this paper we investigate the financial risk hedging factors associated with the practice of the use of the dollar for the

invoicing of domestic transactions. We first build a basic model to understand the role that foreign currency invoicing

might play as a financial hedging strategy in the case of a firm that exports in foreign currency, has imported inputs
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and has both assets and liabilities in domestic and foreign currency. We show that risk averse firms might use their

flows position in order to hedge currency mismatches in their stocks. Domestic invoicing of transactions is more likely

the larger are negative financial positions of firms, the bigger the share of imported inputs and the smaller the share

of exports. We then estimate several models to the fraction of domestic sales invoiced in foreign currency and find

evidence that supports the intuition of the model.

The rest of the paper proceeds as follows: section II makes a brief discussion of related literature, section III presents a

very simple model of the choice of invoicing currency as a hedging device, section IV studies the determinants of the

share of foreign currency invoicing of domestic sales and section V concludes.

A Literature Review

This work is part of the research agenda about the phenomenon of dollarization carried out by the Central Bank of

Uruguay. Therefore, from the point of view of the existing literature, this work draws on two main sources, on the one

hand the literature on the choice of the currency in which companies invoice; and on the other side, literature about

dollarization, particularly related to the Uruguayan case.

The literature on Currency Invoicing has been developed within the framework of international trade and finance. In

this context, there is a vast literature mainly for Japan, since its large firms are mainly exporters and with subsidiaries

outside of Japan, so several currencies come into play, the currency of the country receiving the exports, the currency

of the country in which the production and the Japanese currency are related, since it is the relevant currency for the

shareholder of the firm. From these works, they were developed for works for Europe and Canada mainly.

Donnenfeld, and Haug (2003) empirically test the optimal choice of currency of invoice for imports into Canada. Their

results support the hypothesis that there is a positive relationship between the extent of invoicing in the importer’s

national currency and exchange rate risk, and a negative relationship between invoicing in the exporter’s currency as

well as invoicing in a third currency and exchange rate risk.

Chung (2016) modeled theoretically and empirically how exporters’ dependence on imported inputs affects their choice

of invoicing currency, for a large set of trade transactions of UK firms with non-EU countries. Concludes that exporters

that depend more on foreign currency-denominated inputs are less likely to price in their home currency.

Döhring (2008) discusses exchange rate exposure in terms of transaction risk in the European Union. The paper argues

that domestic-currency invoicing and hedgingwith exchange rate derivatives allow a fairly straightforwardmanagement

of transaction and translation risk and discusses under which circumstances their use is optimal. It finds that euro-area

3



exporters have instruments a great menu of options to limit the adverse impact of euro appreciation and that they use

financial derivatives intensely.

Martin and Mejaen (2012) use a European exporter firms survey describing that large firms are more likely to use

another currency. They show that for large firms, pricing in another currency are also more likely to hedge against

exchange rate risk.

Lyonnet, Martin and Mejaen (2016) in a revised version of the previous reference extending the analysis in a model

of currency choice and hedging that rationalizes their findings. When the cost of hedging has a fixed component,

large firms are more likely to hedge and to invoice in the importer’s currency. This has implications for exchange rate

pass-through.

Licandro and Mello (2015) using the Household Financial Survey 2013 presented and analyzed the phenomenon of

cultural dollarization in the Uruguayan economy. This paper empirically analyzes the determinants of financial and

cultural households, concluding that a level of household dollarization responds to one related to the pricing system and

the holding of assets denominated in foreign currency. The savings of both financial and real assets makes Uruguayans

think of dollars, once the fundamentals of factor value there is no need to relate to foreign currency.

Mello (2016) used the Annual Economic Activity Survey 2012 to analyze the dollarization of Uruguayan companies.

The dollarization of the assets of Uruguayan companies responds to the dollarization of inputs and to the transability

of their output, as well as to the level of indebtedness and the currency in which they are indebted.

Mello (2017) takes over the work of Licandro, Mello and Odriozola (2014) and formalizes the Uruguayan firms ex-

change rate risk hedging strategies. Basically, it endogenously models the use of financial derivatives versus alternative

strategies such as foreign currency invoicing and the holding of high levels of liquidity for precautionary reasons. It con-

cludes that strategies are substitutes but not exclusive and that large companies access sophisticated risk management

tools and strategies.

The rest of the document is developed as follows: Section 2 presents a portfolio management model for the choice

of the currency in which the firm invoices its sales; Section 3 presents the empirical approach, data description and

empirical strategy; Section 4 concludes.
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II Theoretical Framework

A A simple model of invoicing currency choice for domestic sales

Consider the profits of the firms that sell in the domestic market. The firms are divided in two groups exporting (X)

and non-exporting (NX) firms. The expected profits of the exporting firm are:

E(πX
i ) = E(RX

i − CX
i + FMX

i ) (1)

Similarly, the expected profits of the non-exporting firm are:

E(πNX
i ) = E(RNX

i − CNX
i + FMNX

i ) (2)

Where Ri and Ci are the operating revenues and costs for exporting and non-exporting firms respectively, while FMi

is the financial margin generated by the assets and liabilities of the firm. We assume that both costs and financial margin

have a similar representation for X and NX firms, while revenues in the exporting firm include sales abroad, which are

priced and invoiced in foreign currency (FC) . This assumption, very close to the small open economy paradigm, is also

supported by available evidence on invoicing of exports for developing countries as in Burnstein and Gopinath (2016),

and particularly for Uruguay as in Baron et al. (2017).

A.1 Firms Revenues

Let’s consider that the X produces an outputQX
i , that can be exported in foreign currency (qX

∗

i ), sold in the domestic

market and be invoiced in foreign currency (qX
FC

i ), or sold in the domestic market but be invoiced in local currency

(qX
LC

i ) , so that:

QX
i = qX

∗

i + qX
FC

i + qX
LC

i (3)

Thus, we can consider qXi = qX
FC

i + qX
LC

i as the total sales to the domestic market, and δXi =
qX

FC

i

qXi
as the portion of

domestic sales invoiced in foreign currency.

We can write the total revenues of the X firms as:
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RX
i = S.P ∗(qX

∗

i + δXi qXi ) + PX(1− δXi )qXi (4)

Where P ∗ is the international price of the exported good, which we assume the firm takes as given as the country is

a small open economy, PX is the domestic price of the exportable good expressed in local currency, and S is the spot

nominal exchange rate (a random variable for the firm). The choice variable of our (very simple) model is δXi , which

represents the share of domestic sales that the firm sells in foreign currency in the domestic market.

We assume that the price is set at the beginning of the period according to the law of one price, so that in expected

terms the price of the tradable good is the same in both domestic and foreign markets. The domestic price is set at the

beginning of the period but profits are computed at the end of the period.

Non exporting firms produce an output, QNX
i , that can be sold only in the domestic market and can be invoiced in

foreign currency or in local currency, so that:

QNX
i = qNXFC

i + qNXLC

i (5)

Where δNX
i =

qNXFC

i

QNX
i

, is the fraction of sales invoiced in foreign currency by the non exporting firm. Thus, we can

express the total revenues of the NX firm as:

RNX
i = S.PNXFC

δNX
i QNX

i + PNX(1− δNX
i )QNX

i (6)

We also assume that the firm sets its price to be equal at the beginning of the period and in expected terms, so that

PNXFC

= PNXLC

S and E(PNXFC

) = E(P
NXLC

S ).

A.2 Firms Costs

We assumed that exporting and non-exporting firms have a mix of domestic and imported inputs, as a mix of foreign

currency and local currency nominated assets and liabilities. Both type of firms are price takers in real and in financial

markets. For simplicity, we suppose the existence of only one domestic and imported input.
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Ci = ωdi + S.ω∗mi (7)

Where ω is the price of the domestic input and ω∗ is the price of the imported input expressed in foreign currency, di

is the quantity of domestic input andmi the imported input.

A.3 Firms Financial Margin

The financial margin of the firm is the result of incomes and outcomes generated by assets and liabilities, and we

consider they can be nominated in local or in foreign currency. So, the firms will have a financial margin in local

currency and financial margin in foreign currency. We assume that all interest rates are arbitrated and the firms have no

market power in determining the financial returns. We also assume that interest rates associated with the firms assets

and liabilities are fix, and that the balance sheet structure during the period remains unchanged.1

FMi = ALC
i (1 + iLC

A )− LLC
i (1 + iLC

L ) + S[AFC
i (1 + iFC

A )− LFC
i (1 + iFC

L )] (8)

We depart from the literature on invoicing currency choice and hedging by assuming that there are no hedging instru-

ments like exchange rate forwards or futures. In several emerging countries foreign exchange derivatives markets are

very shallow, and their use by non-financial firms is very limited, likewise if the size of the business sector is small,

the development of hedging instruments will be restricted2.

A.4 The Firms Problem

As in the previous literature, we will assume that the firm is risk averse, so that it optimizes a function of the profits.

For simplicity we assume that the firm minimizes the variance of profits by choosing the share of domestic sales that

is invoiced in foreign currency restricted by an expected return. The only source of uncertainty in the problem is the

nominal exchange rate. Therefore the problem of the firm can be formulated as:
1This assumption is strong since firms do adjust their balance sheets in order to hedge financial risks. In the case of Uruguay, the financial system

is shallow, this constraints firms ability to manage their financial liabilities, and the change in leverage and liability dollarization has been very slow
or non-existent in the firms data (see Licandro et al.(2014) and Mello(2017)). The data shows that despite strong changes in the composition of the
asset side of the balance sheet of Uruguayan firms, a large level of the firms choose to hold open foreign currency positions.

2See Lyonnet et al. (2016).
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Minimize

V ar(πi) = (Ri − Ci + FMi)
2σ2

S (9)

Subject to:

E(πi) = E(Ri − Ci + FMi) ≥ 0 (10)

For the exporting firms, we can express the variance of benefits as:

V ar(πX
i ) = [P ∗(qX

∗

i + δXi qXi )− ω∗mi + FMFC
i ]2σ2

S (11)

The First Order Condition of the minimization gives us the optimal portion of the domestic sales invoiced in foreign

currency by the exporting firm:

δXi =
λ(SP ∗ − PX)

2(P ∗qXi )P ∗σ2
S

−
(P ∗q∗i − ω∗mi) + FMFC

i

P ∗qXi
(12)

Since we assume that the exporting firm charges the same price in the domestic market than abroad, SP ∗ − PX = 0,

the fraction of sales to the domestic market invoiced in foreign currency is:

δXi = −
(P ∗q∗i − ω∗mi) + FMFC

i

P ∗qXi
(13)

In this framework, the incentives to invoice domestic sales in dollars increase with the quantity and price of foreign

inputs, when the firm has a long position on foreign currency in its balance sheet, and when sales abroad (exports)

fall. The formula suggests that there is a mismatch in stocks and other in flows. If the revenues from export cover the

costs derived from imported inputs (mismatch in flows is zero) the only incentive to invoice domestic sales in foreign

currency comes from the mismatch in stocks. In the case of non exporting firms, even when there is a zero FFM there

is a need to hedge the flow mismatch derived from the existence of imported inputs.

Similarly, for the non-exporting firms the variance of benefits is:

V ar(πNX
i ) = [PNXFC

δNX
i qNX

i − ω∗mi + FMFC
i ]2σ2

S (14)
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In this case, the F.O.C. for the non exporting firms is:

δNX
i =

λ(SPNXFC − PNX)qNX
i

2(PNXFC qNX
i )σ2

S

+
ω∗mi − FMFC

i

P ∗qXi
(15)

Similarly as the case of the exporting firm, we suppose that the non-exporting firm charges the same price in local

currency as in foreign currency, thus, SPNXFC − PNX = 0. Then the fraction of domestic sales invoiced y foreign

currency by the non-exporting firm is represented as:

δNX
i =

ω∗mi − FMFC
i

P ∗qXi
(16)

Consequently, foreign currency invoicing depends positively on the foreign currency liabilities and inputs.

III Empirical Approach

A The Dataset and the Descriptive Statistics

The data used in this work combines several firm level surveys with a common statistical sampling frame, carried out

by the National Institute of Statistics (INE) in coordination with the Central Bank of Uruguay (BCU).

The dataset represents all the firms installed in Uruguay with more than 50 employees, excluding the agricultural sector.

It’s a merge of an invoicing and financial stability survey done in June 2016 to 364 companies with data for 2015

(Invoicing Survey, IS); with the 2012 Annual Economic Activity Survey (AEAS). The AEAS was made to prepare the

base year of the National Accounts, covers 5041 companies and is representative of the whole universe of companies

installed in the country with more than 10 employees. The IS sample is a sub-sample of the AEAS, therefore, to make

the descriptive statistics we used the IS expander.

Table 1 shows the sectorial distribution of the sample. The main sector is manufacturer industry that represents approx-

imately a half of the sample.
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Table 1: Firms Sectorial Distribution

As shown in Table 2, most of these firms are owned by Uruguayan capitals, only 12% of the firms in the IS are owned

by foreign shareholders.

Table 2: Firms Capital Origin Distribution

Approximately 46% of the companies export some of their production. Table 3 shows the exports geographical distri-

bution. As shown in Table 3 the principal destiny for the surveyed firms exports is Mercosur, followed by China, the

Euro Area and USA. Tax Free Zones in Uruguayan territory are a relevant exports destiny for 10% of the firms in the

survey. Dollar is the principal currency in which exports are nominated, even in the case of regional trading partners,

representing 84% of total exports.
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Table 3: Firms fist destiny for exports

Table 4 represents the geographical distribution of inputs. For 27.68% of the surveyed companies China is its principal

inputs provider. As in exports, Mercosur and USA are relevant for Uruguayan firms.

Table 4: First provider of firms´ imports

To describe the whole population of the Uruguayan firms, we expand the data using the IS’s expansion factor. Table 5

presents some descriptive statistics for the firms’ universe.

In the sample 12% of the firms in the surveys are owned by foreign capitals, expanded to the whole population of firms

with more than 50 employees, the portion of foreign owned companies reduces to 7.2%. Likewise, 4.9% of the all firms

have subsidiaries.

Related to inputs structure, 59% of the firms buy some domestic inputs in USD and 66% use some imported inputs.

However if we look how many have a relevant weight of inputs buy in USD (>10%) the proportion reduces to 55% of

the Uruguayan companies.
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Table 5: Firms Invoicing Survey Description

If we analyze firms’ preferences towards debt, 57% of the firms declare to have the possibility of choosing the currency

of their banking debts, and 53% declare having power to set the currency for commercial debts. The portion of firms

that can simultaneously choose the currency in which they will take commercial and banking debts is 40.7%. As a

result, 52% of the Uruguayan companies have any debt nominated in USD.

Half of the companies make some sales in USD, but only 33.4% invoice more than 10% of the total sales in USD3.

Table 6 presents descriptive statistics for the relevant variables in the theoretical framework. Following Döhring (2008)

we introduce a measure of market power. He used firm’s size to approximate market power, we prefer using Lerner

Index due it is available from our dataset4.

The share of USD invoiced in domestic markets is 24% of total sales, if we focus in those firms that invoice more

than 10% of their sales in USD; the mean dollarized invoicing is 69%. We see that the weight of exports in total sales

is higher for those firms that invoice in USD to domestic markets. Also, these firms have in average higher dollar

nominated inputs.

3We opted to do this distinction and we will consider dollarized invoicing those firms that sell more than 10% of total sales in USD to the domestic
markets, this ensures that selling in USD is a current practice and not corresponds to a particular business in USD.

4In the appendix A.1 we present the histograms of variables in Table 6.
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Table 6: Firms characteristics

Analyzing the financial structure of firms, we do not appreciate significant difference in leverage between USD sellers

and Peso sellers, but the dollarization of the debt is much higher5.

Inputs and debt dollarization is significantly higher for those firms that invoice in USD, 63% of the inputs that USD

sellers use are nominated in USD, while those firms than invoice less than 10% of their sales in USD have an input

dollarization of 26%. Most of these USD nominated inputs are foreign, but there is a significant portion of USD

nominated inputs bought domestically. Debt dollarization is also higher for those firms that have a significant USD

invoicing, 22.7% versus 7.5% with no significant difference in leverage.

B Empirical strategy

B.1 Models for foreign currency invoicing

The objective of this section is to obtain a consistent estimate of equation (13), since it is a more generalized specifica-

tion, and includes equation (16). Methodologically we face three challenges: in the first place, the endogeneity of the

variables linked to the risk hedging decision of the company, in particular the proportion of debt in dollars. Second, the

censored characteristic of the dependent variable; and in a third instance, the accumulation of density around the zero

and the one values, as it is presented in the histogram in Figure A.1 of the Appendix.
5Mello (2016) reported an average leverage for the EAAE of 44.3%, and 49.2% for all the firms with more than 50 employees. In this work we

have an expanded sub-sample of those big firms and the leverage of 51.3% that seems consistent with this previous work.
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In order to contemplate these methodological difficulties we estimated two specifications of the model by five different

econometric techniques. We estimate a model for equation (13), controlling for some firms characteristics. The depen-

dent variable is the fraction of sales in domestic markets invoiced in USD. We estimate by OLS, 2SLS and Tobit and

Two Steps Tobit, due it is a censored variable with endogenous explaining variables as it was presented in the theoretical

framework . Finally we estimated a Zero Inflated Beta Model (ZOIB), this technique not only considers the character

of the dependent variable censored in the interval [0,1], through the use of a Beta distribution function, but also allows

to model the non symmetrical distribution, particularly the accumulation of probability in the extreme values of the

distribution (zeros and ones), considering them a decision with a different nature from the intermediate proportions of

the distribution6.

We estimated the following equation, which represents a lineal formulation for equation (13):

δi = αi + β1mi + β2li + ρkFik + εi (17)

Where, Fik, is a vector of k characteristics of the firm i. As it was suggested in section 2, dollarized inputs, mi, and

debt dollarization, li , are predetermined in the firms decision, so we should instrument them. However, from data we

can reject the hypothesis of exogeneity for dollarization debt but not for the proportion of USD nominated inputs7. We

do not include nominal exchange rate volatility and the level of the real exchange rate because we have cross-section

data, both variables should be captured by the constant term.

The endogenous variable is debt dollarization and we instrument it with two variables: Exports Share in total sales and

a measure of Efficiency which is the interaction of sales per branch and sales per employee expressed in logarithms.

From an intuitive perspective, the correlation of exports share and dollarization of debts is quite straightforward. Firms

that receive their income in USD will prefer to contract USD nominated debt, but not necessarily will invoice their

sales to the domestic market in USD. Invoicing in USD is an attempt to transfer exchange rate risk from the firm to

consumers, so it is not optimal for exporters to invoice in USD due it could reduce the demand of consumers that hold

their income in local currency. In addition, we can think the exporter profile of a firm as structural, while the portion

of domestic sales invoiced in foreign currency is a short term decision.

Efficiency of the firms is linked to its efficient management of debt and currency mismatches. Thus, an efficient firm

should carefully choose how much debt will contract in each currency. The error of the real unobserved model for
6For a detailed description of this methodology see Ospina and Ferrari (2010, 2012), and for a complete discussion about Fractional Responses

Models see Williams (2016).
7Tests of exogeneity, over identification restrictions and the significance of the instruments are presented in Table A.2. in Appendix.
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domestic USD invoicing could be related to economic not observed environment. This does not seem to be related to

firms efficiency. Additionally, both instruments are surveyed for 2012 while the dependent variable is defined for 2016,

this contributes to argument in favor of the exogeneity of the instruments used8.

Table 7 shows the results for the different estimations for a first specification which does not include control variables9.

Debt dollarization and USD nominated inputs have positive sign, as the model suggested. Thus the firm will select a

higher portion of sales in USD if it has more outflows in USD. Foreign currency nominated inputs and debt both imply

actual and future liabilities in foreign currency, this result implies that Uruguayan firms are using invoicing as hedging

instrument to transfer exchange rate risk due to their structural exposure. The real exchange rate level and the nominal

exchange rate volatility should be recovered by the constant term in a cross sectional specification. Equations (12)

and (15) suggests that the level of real exchange rate should have positive sign, while nominal volatility should have

a negative sign, note that we can not be conclusive with this first specification in this point, thus the constant term has

different sign depending the econometric technique used.

Table 7: Results for Specification 1

Table 8 shows a more precise specification, using control variables such as Liquidity Share, Firm’s Size, a Foreign

Capital Dummy and an Industry Dummy. Debt dollarization and USD nominated inputs are positively correlated with

USD invoicing in domestic markets.

Additionally, liquidity share in assets and the firm’s size are negatively correlated with the foreign currency invoicing.

This results suggests that holding higher portions of liquid assets is a hedging strategy for non sophisticated firms.

Big companies with market power and subsidiaries of foreign companies are less likely to invoice in USD. A possible
8Table A.1 in the Appendix shows the correlation matrix of these variables
9For the Zero Inflated Beta Model marginal effects are presented.
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explanation to this result is that bigger companies are much more sophisticated, so they are more likely to manage their

structural exposure and do hedging with financial instruments10. Real exchange rate level seems to prevail against the

nominal exchange rate volatility as a determinant of USD invoicing since the constant term has positive sign and it is

statistically significative for all models estimated for this specification.

Table 8: Results Specification 2

10See Mello (2017)
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IV Conclusions

This paper continues the dollarization research and gives a response to the fact that Uruguayan firms sell goods and

services nominated in USD in domestic markets. Invoicing in foreign currency is a hedging strategy for domestic

firms that do not access to sophisticate financial instruments. The portion of inflows in USD generated by firms is

determined by actual and future USD outflows. The productive and financial structure of the firms defines foreign

currency invoicing.

Firms with market power and foreign companies subsidiaries are less likely to use this strategy, this is related to the

fact that they accede to financial hedging in banking system or with their parent companies. This fact could be related

with the high cost of hedging with derivatives in a non developed financial market as the Uruguayan. The exposure to

foreign trade in firms is relevant only for the imports, exporters have no difference in the domestic market invoicing

with no tradable companies.

Hedging financial risk through invoicing in foreign currency to the domestic market does not seem to be an efficient

strategy. Although it implies reducing the mismatch of currencies through the generation of a flow of income in foreign

currency, in theory it is inefficient in at least two ways: on the one hand, implies maintaining high levels of liquidity

with it associated costs; and on the other hand, it could reduce the demand that faces the firm in the domestic market.

This possible reduction in demand is due to the fact that domestic consumers, whose incomes are mostly in national

currency, are not necessarily willing to have a currency mismatch, mainly if they finance consume with debt, as in the

case of durable goods.

Invoicing in dollars seems to be an attempt of the firms of transferring exchange rate risk to consumers. This attempt

will be feasible depending on the elasticity of the demand for domestic goods to the level and volatility of the foreign

currency.

A natural extension to this work is to determine on the demand side the elasticity and propensity to consume goods

denominated in foreign currency by consumers, in order to quantify endogenously if invoicing in foreign currency is

really optimal for firms. This seems relevant for determinate the impact of this invoicing practice over the consumption

of durable goods, particularly if it’s financed through household consumption credit.

Likewise, it should be pointed out that small firms that are mostly focused on the domestic market have difficulties in

accessing more efficient instruments for the management of exchange rate risk. Actually, the explanation to not using

hedging financial instruments points to the high costs and the little diffusion of these instruments. This implies that the

authorities have a role to play in the generation and promotion of a market of derivatives that allows to manage the risk

efficiently, benefiting domestic consumers in turn.
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Table A.1: Correlation matrix between predetermined variables and instruments

Table: A.2 Postestimation 2SLS tests
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