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Reviewer #1 
Summary: In this paper the author revises and improves a previous paper of the same author and 

dealing with Porfolio Theory of Inflation. In this article, he adds micro and macro foundations, exploring 

also new dimensión of how capital allocations choices by global investors interact with macro policies. 

 

Recommendation: Minor revisión 

 

Comments: A interesting paper that may deserve publication in ECONJOURNAL. I only have very minor 

comments to improve the manuscript. 

 

The narrative of the paper is good though it is too long and sometimes becomes boring and a bit hard to 

follow. I recommend to resume some parts of the manuscript, reducing its lenght. 

 

Page 2, Introduction, line 3: The third line in the Introduction makes no sense. The " . " should be 

removed there. 

 

Page 5, line 3: Remove " in " in the third line of the first paragraph. 

 

The model makes sense though I must admit I am not an expert on macroeconomy. 

 

Therefore, even though I am quite supportive for the paper, my view should be taken with caution. 

Reviewer #2 
I have read the article entitled: "The Portfolio Theory of Inflation and policy (in)effectiveness: Exploring 

It Further and righting the wrongs Economics". 

I find this article well written, methodologically well solid, and robust, and make some contributions. 

 

This article revisits the Portfolio Theory of Inflation proposed by the author in another work. The novelty 

is the micro and macro foundations inclusion of the PTI model of the economy. Particularly in the capital 

allocation choice by global investors. It also considers the results of the "new" model on the dynamics of 

the exchange rate, inflation, and, output following macro-policy shocks. 

 

Methodology section: this section is detailed, however, what I find missing is the formulation of 

expectations. Indeed, the author states that global investors are guided by what they perceive to be the 

credibility of the issuing governments. But, it could be affected by the country's reputation and, 

consequently, it could be reduced in case of critical events, as well as a new pandemic scenario, or by 

extreme environmental events, and therefore, inflation increases. 

 

How do the global investors' expectations enter the model? I would like to suggest adding a note with 

some explanations and clarifications. 

Furthermore, as the beta term reflects the country's credibility, markets must be examined individually 

since each of the "risk variables" could impact in different ways the main policy variables as they vary 

from country to country. 

 

Additionally, do global investors know the market? What is the info they know, and are the expectations 

formulated on the complete market setting? By reading the manuscript, it seems that the global investor 

gets a piece of complete information. However, in the real-world mechanism moves differently, and 

expectations' adjustment walks over time. I think this is the most relevant criticism of this interesting 

work. 

 

Following note 13, it is true that policy actions may have different impacts depending on the perception 

of the global investors, but this perception could be biased. Some mechanisms of adjustment in the 

global investors' perception should be considered. Even if the author well explained the credibility factor 

in appendix 1, some doubt remains. 


