
Walter Bazán-Palomino 

https://walterbazanp.wixsite.com/mysite 
wbazanpalomino@fordham.edu 

Department of Economics 
Fordham University 

Fifth Floor, Dealy Hall, 441 E Fordham Rd, Bronx, NY 10458 
 

Education 

Ph.D. in Economics, Fordham University      2019 (expected) 

M.A. in Economics, Rutgers University     2015 

M.Sc. in Economics, Pontificia Universidad Católica del Perú   2013 

B.Sc. in Economics, Universidad de San Martín de Porres    2008 

 

Research of Interest 

Primary: Open Economy Macroeconomics, International Finance 

Secondary: Financial Econometrics, Financial Economics 

 

Research Experience 

2013 – 2015, Research Assistant, National Bureau of Economic Research (NBER), project: 

“Evolution of the U.S. Bank Supervision 1863 – 2008”, supervisor: Eugene White 

 

Publications 

The New Keynesian Framework for a Small Open Economy with Structural Breaks: Empirical 

Evidence from Peru, with Gabriel Rodriguez, Structural Change and Economic Dynamics, (2018)  

 

Working papers 

Valuation Effect, Heterogeneous Investors and Home Bias (Job Market Paper) 

This paper examines both empirically and theoretically the impact of the valuation effect channel (the changes 

in the market value of a country's external assets and liabilities) on the net international investment position 

(NIIP) for the United States. After constructing estimates of the U.S. external assets and liabilities for the 

period 1976-2015, I find that a positive valuation effect mitigated the impact of the persistent current account 

deficit on the NIIP until 2007. Surprisingly, from 2008 to 2015, this effect worked in the opposite direction, 

contributing to the deterioration of the U.S. NIIP despite the current account improvement. The reason for this, 

as I demonstrate, is that the U.S. NIIP tends to decrease if the return on its external assets is less than the 

return on its external liabilities. This return differential is absent in official statistics, but I show that it was, on 

average, positive until 2007 and negative thereafter. To explain these empirical findings, I build a two-country, 

two-asset model of portfolio balancing where the interaction between investors' risk-return preferences, 

optimal demands for assets, and home bias (the tendency for investors to over-invest in home assets) can 

account for the post-2007 drop in the U.S. return differential. The model illustrates that a decrease in the 

return differential is explained by an increase in foreign asset risk, a decrease in domestic asset risk, an 

increase in the risk aversion for both domestic and foreign investors, or any combination of these factors. 

Volatility Regimes, Time-Varying Risk Premium and Uncovered Interest Rate Parity 

This paper studies the volatility regimes of exchange rate depreciation and risk premium, the existence of a 

time-varying risk premium, and the failure of the Covered Interest Parity (CIP) condition as factors that explain 
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the failure of the Uncovered Interest Parity (UIP) condition. The main results can be summarized as follow. 

First, the OLS regression of the realized exchange rate depreciation on the lagged interest rate differential 

(the so-called Fama regression) produces estimated coefficients which are not in line with what both the CIP 

and UIP conditions predict during 2002-2017. In fact, the inclusion of forward premiums results in Fama 

coefficients that are largely unchanged, and the failure of the CIP condition confirms that the forward premium 

anomaly is present. Second, after estimating four GARCH models and then running the Fama regression over 

low and high volatility periods, I demonstrate that the Fama coefficients are sensitive to volatility 

environments. Consequently, high-yielding currencies pay a low return during times of high risk, but a high 

return during less volatile times. Third, my results from the time-varying conditional correlation analysis 

suggest that the sign of the covariance between the risk premium and the foreign interest rate minus the 

domestic interest rate, and the sign of the covariance between the expected change in the exchange rate and 

the interest rate differential are volatility-regime dependent and are not constant, specifically during 2008-

2017. Finally, the explicit value of the risk premium's coefficient reveals the importance of the time-varying 

risk premium in explaining the expected change in the exchange rate and the bias in the interest rate 

differential's coefficient.  

Causalidad en sentido Kernel y Quiebres Estructurales desconocidos en la regla de política para 

conocer las preferencias del Banco de Guatemala, Central Bank of Guatemala, (2017) 

http://www.banguat.gob.gt/Publica/Investigaciones_Ec/Working%20Paper_No139.pdf 

No-linealidades y asimetrías en el crédito peruano, Central Bank of Peru, (2011) 

http://www.bcrp.gob.pe/docs/Publicaciones/Documentos-de-Trabajo/2011/Documento-de-Trabajo-

15-2011.pdf 

Work in progress 

The Uncovered Interest Rate Parity Puzzle and the Endogeneity Bias 

I study how the UIP puzzle is related to the omission of one equation which can be viewed as an equilibrium 

relationship between exchange rates and interest rates of two countries. Therefore, a regression of (only) the 

UIP condition using OLS would produce bias estimated parameters since we are omitting the second 

equilibrium equation, i.e., there is a problem of endogeneity bias. To address this issue, this paper follows the 

framework of Hau and Rey (2005) to develop a two-country general equilibrium model in which I explicitly 

derive an equilibrium relationship between the exchange rate and the interest rate differential between foreign 

and domestic bonds. The primary aim is to estimate simultaneously the UIP condition and the asset market 

equilibrium equation I propose for G-7 economies. The secondary objective is to empirically test the model of 

Backus et al. (2010) which relates the UIP condition and the Taylor rule. The idea behind this estimation is to 

compare and contrast if the equilibrium equation I propose or the policy reaction function could solve the 

endogeneity problem. 

Awards 

 GSAS Teaching Fellowship (2017 - 2019) – Fordham University 

 Doctor Manuel Noriega Morales (2017) – Latin American Research Contest, Central Bank of 

Guatemala, 2nd place 

 GSAS Student Support Grant Fall 2017 (2017) – Fordham University 

 GSAS Summer Research Fellowship (2017) – Fordham University 

 GSAS Summer Graduate Assistantship (2016) – Fordham University 

 Professional Development Grant Fall 2016 (2016) – Fordham University  

 Graduate Assistantship (2015-2017) – Fordham University 

 Graduate School Excellence Fellowship (2012-2013) – Rutgers University  

 Graduate Fellowship (2010-2012) – Pontificia Universidad Católica del Perú  

 Undergraduate Fellowship (2003-2007) – Universidad de San Martín de Porres.1st place, 

Class 2008. Granted on a competitive basis; awarded to two students per year 

http://www.banguat.gob.gt/Publica/Investigaciones_Ec/Working%20Paper_No139.pdf
http://www.bcrp.gob.pe/docs/Publicaciones/Documentos-de-Trabajo/2011/Documento-de-Trabajo-15-2011.pdf
http://www.bcrp.gob.pe/docs/Publicaciones/Documentos-de-Trabajo/2011/Documento-de-Trabajo-15-2011.pdf


 Luis Felipe De las Casas Grieve (2010) – Central Bank of Peru, 3rd place 

 CIES (2009) – Economic and Social Research Consortium 

 Excelencia (2008) – AFP Prima. 1st place, Class of 2008, Undergraduate-Economics, 

Universidad de San Martín de Porres 

Conference presentations 

 Economics Department seminar series, Fordham University, USA    (Fall 2018) 

 Young Economists Symposium 2018, USA                 (Aug-2018) 

 Computing in Economics and Finance 2018 Annual Conference, Italy              (Jun-2018)  

 Canadian Economic Association 2018 Annual Conference, Canada              (Jun-2018) 

 PhD Macro workshop, Fordham University, USA            (Spring 2018) 

 44th Eastern Economic Association Annual Conference, USA              (Mar-2018) 

 Macroeconomics Seminar 2017, Central Bank of Peru, Peru              (Aug-2017) 

 International Finance Seminar 2017, Universidad del Pacífico, Peru               (Jul-2017) 

 92nd Western Economic Association International Annual Conference, USA          (Jun-2017) 

 43rd Eastern Economic Association Annual Conference, USA              (Feb-2017) 

Teaching Experience 

 2017 – present, Instructor, Fordham University: Basic Macroeconomics, Basic 

Microeconomics 

 2014, Instructor, Rutgers University: Intermediate Macroeconomics, Introduction to 

Macroeconomics, International Economics, History of Economic Thought 

 2010-2012, 2015, Instructor, Universidad de San Martín de Porres: Intermediate 

Macroeconomics, Intermediate Microeconomics, Econometrics I and Math for Economists 

Professional Experience 

 2011 – 2012, 2015, Economic Analyst, Centro para la Competitividad y Desarrollo, Peru 

Skills 

 Languages: English (fluent), Spanish (native), Italian (basic) 

 Software: MatLab, R, EViews, Jmulti, STATA, Gauss, LaTeX, Scientific Workplace 
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