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		We examine the effect of exchange-rate misalignments on competition in the market for large commercial aircraft. This market is a duopoly where players compete in dollar-denominated prices while one of them, Airbus, incurs costs mostly in euros. We construct and calibrate a simulation model to investigate how companies adjust their prices to deal with the effects of a temporary misalignment, and how this affects profit margins and volumes. We also explore the effects on the long-run dynamics of competition. We conclude that, due to the duopolistic nature of the aircraft market, Airbus will pass only a small part of the exchange-rate fluctuations on to customers through higher prices. Moreover, due to features specific to the aircraft industry, such as customer switching costs and learning-by-doing, even a temporary departure of the exchange rate from its long-run equilibrium level may have permanent effects on the industry. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Exchange-rate pass-through, duopoly, aircraft industry

	
	

	
    

    
	

	
	
		JEL Classification: F31, D43, L11, L62

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Fontagné,  Lionel and Benassy-Quere,  Agnes and Raff,  Horst, Exchange-Rate Misalignments in Duopoly: The Case of Airbus and Boeing (February 9, 2009).  Available at SSRN: https://ssrn.com/abstract=2018852 or http://dx.doi.org/10.2139/ssrn.2018852 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Lionel Fontagné (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Banque de France  ( email )

			

			
			
				
				
				
					Paris
France

				

				
			

			
				
				
					HOME PAGE: http://www.lionel-fontagne.eu/
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				CEPII  ( email )

			

			
			
				
				
				
					9 Rue Georges Pitard
Paris, 75015
France
+33 1 53 68 55 06 (Phone)

				

				
			

			
				
				
					HOME PAGE: http://lionelfontagne.weebly.com/
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Paris 1 Panthéon Sorbonne  ( email )

			

			
			
				
				
				
					Maison des Sciences Economiques
106-112 Bd de l'Hôpital
Paris, 75013
France
+33 1 44 07 89 94 (Phone)
+33 1 53 68 55 01 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://lionelfontagne.weebly.com/
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Paris School of Economics  ( email )

			

			
			
				
				
				
					48 Boulevard Jourdan
Paris, 75014 75014
France
+33 1 44 07 89 94 (Phone)

				

				
			

			
				
				
					HOME PAGE: http://lionelfontagne.weebly.com/
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Agnes Benassy-Quere

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Paris School of Economics (University Paris 1)  ( email )

			

			
			
				
				
				
					106-112 boulevard de l'Hopital
Paris, F-75013
France
+33 1 44 07 82 19 (Phone)

				

				
			

			
				
				
					HOME PAGE: http://www.parisschoolofeconomics.com/benassy-quere-agnes/agnesb.html
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Horst Raff

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Christian-Albrechts-Universitaet zu Kiel  ( email )

			

			
			
				
				
				
					Institut fur Volkswirtschaftslehre
Wilhelm-Seelig-Platz 1
Kiel, 24098
Germany
+49-431-880-1582 (Phone)
+49-431-880-3150 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://www.wiso.uni-kiel.de/vwlinstitute/Raff/?page=raff
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				CESifo (Center for Economic Studies and Ifo Institute) 

			

			
			
				
				
				
					Poschinger Str. 5
Munich, DE-81679
Germany

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research you’d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      104

			

		
		
		
			Abstract Views

			    1,010

		

		
		 
		
			Rank

			  464,296

		

		
	


	

	
		
			
				       41 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    International Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              986

                                    

                                    
                                        PAPERS

                                           24,592

                                    

                                

                                
                            

                        

                    

                
	
                    Microeconomics: Production, Market Structure & Pricing eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: Production, Market Structure & Pricing eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              757

                                    

                                    
                                        PAPERS

                                           15,825

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        The External Wealth of Nations
Measures of Foreign Assets and Liabilities for Industrial and Developing Countries

                        
                            By
                                
                                
                                    
                                    Philip R. Lane
                                     and 
                                
                                    
                                    Gian Maria Milesi-ferretti
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The External Wealth of Nations Mark Ii: Revised and Extended Estimates of Foreign Assets and Liabilities, 1970-2004

                        
                            By
                                
                                
                                    
                                    Philip R. Lane
                                     and 
                                
                                    
                                    Gian Maria Milesi-ferretti
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The External Wealth of Nations Mark Ii: Revised and Extended Estimates of Foreign Assets and Liabilities, 1970-2004

                        
                            By
                                
                                
                                    
                                    Philip R. Lane
                                     and 
                                
                                    
                                    Gian Maria Milesi-ferretti
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The External Wealth of Nations Mark Ii: Revised and Extended Estimates of Foreign Assets and Liabilities,1970-2004

                            
                                By
                                    
                                    
                                        
                                        Philip R. Lane
                                         and 
                                    
                                        
                                        Gian Maria Milesi-ferretti
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            International Financial Adjustment

                            
                                By
                                    
                                    
                                        
                                        Pierre-olivier Gourinchas
                                         and 
                                    
                                        
                                        Hélène Rey
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            International Financial Adjustment

                            
                                By
                                    
                                    
                                        
                                        Pierre-olivier Gourinchas
                                         and 
                                    
                                        
                                        Hélène Rey
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            International Financial Adjustment

                            
                                By
                                    
                                    
                                        
                                        Pierre-olivier Gourinchas
                                         and 
                                    
                                        
                                        Hélène Rey
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Impact of Exchange Rate Movements on U.S. Foreign Debt

                            
                                By
                                    
                                    
                                        
                                        Cédric Tille
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            An Equilibrium Model of Global Imbalances and Low Interest Rates

                            
                                By
                                    
                                    
                                        
                                        Ricardo J. Caballero, 
                                        
                                    
                                        
                                        Emmanuel Farhi, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            An Equilibrium Model of "Global Imbalances" and Low Interest Rates

                            
                                By
                                    
                                    
                                        
                                        Ricardo J. Caballero, 
                                        
                                    
                                        
                                        Emmanuel Farhi, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.094 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	
