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The research aims to study the relationship between exchange
rates and prices according to the purchasing power parity (PPP)

theory which states that the equilibrium exchange rate between

domestic and foreign currencies equals the ratio between domestic



and foreign prices. The research used monthly data for Egypt and
United States over the periods 1989-2014.

The research used two methods in analysis the relationship
between exchange rate and prices. In The first method we used the
unit root tests to examine whether the real exchange rate is
stationary or not. In the second method, the ARDL- Bound test
technique of cointegration and the associated error—correction
representation are applied to the purchasing power parity relationship
between Egypt and the United States.

The results are supportive of purchasing power parity (PPP)
as a long-run equilibrium relationship between Egyptian prices,
American prices, and the Egyptian pound/ American dollar exchange
rate over the periods 1989- 2014. According to the results of unit
root tests, the real exchange rate was stationary. In addition, there is
evidence of co-integration among the exchange rate and relative
prices According to the results of the ARDL- Bound test technique.
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bl 8 1y e ) Cagall e e et iy Al Caeasi
& el Call jr Cilumy Cadliy D AVY 2 Les gl ellgindl jlend
ADF 51 agll jda jlidl) dasiuly sl Cogeall e (s Jlasly culd
;e panel data 4__elhdl Al _ulull cl bl sa sl A s el jloal
Im, Pesaran and Shin (IPS) ¢ Levin, Lin and Chu (LLC) test
Jsa) Ao gana 8 (38 A0 5l 5 il Jalad 3y ke o Al jall sy 8
VA we 3 J8Y) g aniall Y sl W Adle o 81 el 3y a <Y
YA a8 Yy e pall a8 Aldies SLIEL i A g cadaal)
Jalxs Ak o Al haa g @IS Baaiall LY S (e ol sl
Jsalb i_alall panel data dueladll dlulull Alls 3 (58a 30 il 5 68l
Al gian Y oSy Al S el J g daalall Alulud) 5, A Y]
.(Alba& Papell, 2005) Ll J s dualal) alli g iy 81 Jgally dalal)
¥ el ) sl A 4 g )y clily cwadind Loh - (2008) 4l e
Gtglag il g s il Gl ¥ gl e (VoY S8 0l - ) q0Y
sasial) LY Sl Alls 8 A il 5 sl Jalad 4yl 38a5 o L) Al
a8 Ol Al Ll o gg ol Jiadll 5 Sladd) Jaadll Gy L sl
Jolxs (33 x5 Lo an gn Y Ly ¢ anaill Janall L5 300 580 5 gl Jalad
.(Loh, 2008) ladll Jaall 18 5 45,3 3 sl

Ayl kel 3. Jlial) @il gla Acaravei, & Ozturk (2010) 4 s
Lo )S eblaly 1 oa galai@V1 Jsaill J g0 (e Anilad & A il & g8l Jalad
clld sl Ay ) sean lpley ) a5 cligaale cblain celill 4y ) san
e Al cadiel g (Y0 9= 149 ) 5l e Ay sed lly Hasiul
(il ol jan oS are o sS JLEAY saa gl aa sl
ADF, KPSS, LS1, :agsaasl dal el lasl dey f Al ol Creadiind
Jales 4y ylas 3ia5 aae 3 ADF and KPSS il i ey .and LS2

VY



—LS25 ¢ LSl jlpal il o Al Joall (ge gl 8 A8 5l 5 530
) — structural breaks i<l < juall sgay eVl 82l
Lile gy Lo baly tlan Ja i o aTen 8 40 )l 5 8] Jalad 45 oy (g
.(Acaravci, & Ozturk, 2010)
A il 3 8l Jalas 4y a3 (3385 520 Jlial < gla Voinea (2013) 4 s -

fop COlaadl @l ¢S a¥) Y sl dgal ge 8 Dl gl e jea e
ety AU e g eSS Y gall g ¢ A ) agiallg ooyl
Gadie) s Yo Gole JOVAA G il e sl e A ed clily Al
ADF jlial Ggadai Jg¥1 PPP ) 36a3 gae LY gl e dl )
i dall Joddsal) jlaal S8 g aEal Goaall e Aludu oS LAY
A il A8 Wl jLsal) o) jaly &alll LE g Engle-Granger  Jass
i) A A Jd sl g (YT asle —YAAL ) JalSIL
oobe =Y A i) Al AV 5 (Yo A udane] —)AAS
Jalxs 3 ki (i a5 ADF laal il of ) dd ) caala g (YO Y
O s ) A nal e JSU da AL A Y1 8 g & Ayl 5 )
A Ble s ae oo il JelSl sl il i gL gl LG
Al Sl g Adadll Sl s an) Gipall e g JaY) Ak
.(Voinea, 2013) d. ¥l <y & o5l Ala b oLl

a8l A8y g Zdsaill -1
Al G5 glee (g ipeall prw aaaly 38 580 B Al Jolan 4y kil

D O Al AN el dagpal) 22l (ol gall 8 S Al (5 sl

Sl ST Ll a5 an) oyl

:(Kim, Chen and Tsurumi, 2003,P. 3)

Si=a (Pt / P*t) P (8)
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Adaall Alaall Slasg 23y Gilie gilee Gn e Gpall e S i dus
5 Agdadl LDl G50 Py cAiaV) Aleall (e saal g sas g o) il G U
D o G 138 ) = B cilS 1 L Aa ) Al 8 LS il L6 ) P
Jalad 4y pkas (333 0% A5 Al Jlen¥) 0 e Lok iy e G all
LAl 3 5 5l

Gipeall w2 G cglid e Allal Al Al adiad g
Slo d¥ Gl adiey ¢ Leall adl ) 8 A0 il 5 il Jalas Ay kil Ly el
Ban gl Jda il plaal) dlasiuly sl Chjeall e S jle o) (8 oSl da o lis)
Cogall e ) Alled) Jeaiy ) =B aazaiy oA ad Alaleall 4y le Sl il
:‘éjtdls @gs;l\
Lrex, = Lex; — LP; + LP us; 9)

Lrex; = o4

o) pall aw S le d Lexp ¢ Adall sopall jaw S le gl Lrexp dua
dpia¥) leall (e baay JS (rad auall ) Zolaal dleadl Gaag 2aa Lulia
LP_us; ¢ juad dllginall jlend uldl H8 50 85 le 8 LPy o Soel1 Y sal )
A 5! saaiall il sl ellgiall el @l K8 ) 5 e

ol b A al bl Jolas Ay ks cian 13 4d () W) Adles el
.a stationary process (jsSully aal o can Sl o pall jaw Gl Jyshall
Sl Lrexy cul€ 13 las) DA e 2 al) 5 g8l Jalas 4yl (3ia3 aas il
Ayl 548l Jolad 4yl s nonstationary  ASl. e Lrex, <l 1368 .Y
Aok G8a0 sae oA Ldaaiul g Ved SV Jandl s g Afaie e 0
s Al s gl Jals

saal Lage (—Sall Gopuall a8l pae o) ) 530 sl e
Ll 3 ddall Cojall e persistence I da o aclus =) :lgaal il
highly sl Geall jew OIS 136 ¢ adal)l Goaall jaa S a6l 55 il
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Gl S ad G w Al Gleaall (W random walk ) e oy 8 Lﬁi persistence
s S W il i) e Aiia iledia (35S sl Cajall e
cayall jrw Gl S jatel 5 clenall Gl little  persistence  Jidall s pall
Cipall )l aae =Y il Auld) Jie callall il Glena (55 sl
¥ (Ja¥l dosha Jdsall Jolell (Biatl el W A0 ill 58l Jalad (f my sl
ALl clnkail) (yany 8 A 8l 36l Jalad] Wy o puall jmw ) pad aadiud Wle
A Jliay cCipaall yra calel puingy ) Cipall e b Gl aiV1 5o el e
saa gl a4y sl Gopall e S B G )5 Jsal) Cm Jsaall (s s
.(Sarno and Taylor, 2002, Pp. 88-89)

o Cointrgration o juial Jalsill o jloal e SG lud) ading
Cua (LP-LP_us) dall el 2y jle glg LeX aul) opall jaw oy jle gl
Qi) G Jad) gl ) 5 Do Al (it o i) JalS) st o
OV el Copaall e G AR Qi liay ald il g ALl e Ayl
Jalad Bk 3iad o 5 ASle ye 05 Wle a5 Gopeall e S 30 Judlud)
Qs Jane e S0 an g ogin Ja¥) Algh A5 5 Al ey A0 5 )
Engle — Jaae b el (o 4l Slaliall Uad) momaal 73 gad debua g o i) Jal<l
o ki cplaadl SIS o<1 cJohansen test (1988)Jaxs s « Granger (1987)
Osaly Pesaran (2001) o8 2 ./ (1) 400 (i e ALalSie < paiall () 5S
13 Alla 3 aasiiay Uadll maial 73 g At lia s o adall JalS3) Jidatl Sy Dlas
ag /(1) iy Sl e AV Gandly /(0) ai ol oSl <l ppiall (s (IS
Sujed alé LARDL-bound testing approach sl jlasl iy L
s A S8 e Al a5 Copeall jr cp 3Dl aags (A) A8 Alaladl
Lex = 0y + 0, (LP-LP_us); + u; (10)



 Jall JEa) e s gand) el Jand Gy SLaay) Aliles oo
m q
d('eX)t = 0p T Z i-1 Qi d(LeX)H * z =0 Bi d(LP_ LP—US )H

+ dsLexy + o (Lpey — Lp_us) + & (11)
5 el iall Agie 3l gadll 2ae Mg ¢ I Aol (e 35 80 (I d Ll Cua
A addl el aeay LAY LJ8eed) il duadll cleadll e g
dadiul Pesaran » i < jsid) G Ja¥) Al sk 38le 355 5l Cointegration
Hit 81# 307 0 daad) adll Jis Hy: §1= 8,70 paall (a8 LY F —test
Aall e asll (o Sl & gundll Fodglan) dad culS 13 adall mjh (b g
1) ain @l ppadl JS o gl g Qi da el dedll oY) aall) F o ds el
oty iy (1 (0) e il IS of gl ) Gy Aa sl Aedll 5] asl
fale by el pall g yjle b G Jal) Algh ABle dga g adell (a8
.(Pesaran, Shin and Smith, 2001) Zudl jlauyl
il -V
GAlaa g aa = Lilie aul) Gpall jru oo Ay ped Uil Al Al aadius
(oS! LY 50 ) A uialY) Alaal) e Baa 5 JSU (5 maall 4iall) Lladl Alesl
Y S gl e @l 805 e b llgiadl Y ol
A alie il @l LYY e agle I YAAR glgy (e 3yl DA A0S 1Y) Basidll
sl 8§ gaia adge Pl (1
¢ http://elibrary—data.imf.org/DataExplorer.aspx
UL el el 3alally (y)a 4y Jga g
aaail) =l —A
Jeix miag i Adal Gpall aw o Baagl jda o jLad) gk il 0V -A
hall o pall jaw b jle ol Alde o saa ol jia ) jlad) Badal il (V) a8
ERS ¢ Phillips—Perron test 5« ADF < jlaal il gy (3 o8 Aalas )

AR


http://elibrary-data.imf.org/DataExplorer.aspx

oladl 5 i ax dga g o) Jadh culs xS ga g Alla b ¢l g — Point— Optimal Test
o il o Al saa gl ds sea g S paall (8 g —had e
(OsSally aiat RiaY) Ciall e a ke o) Alule o Gl (LREX igall <o juall
D) el o ol LAl o gl Jalad Ak Biad o asag acy Mg
Shiall Ciall e o ) gos e e Gl e 3l Lelildy Al
uad Jed KPSS jlial mili mua s XS . (Bghall Ja¥) 8 adangia ) 4sy
Als el gu %) Aysine (5 giue die (Sl ddall Cojuall a3y e of ol a2l
sl Jobes Ak o 6 (e eladly il aa agay o dall il aa 2
Cua Adllae miln el DF-GLS Jlidl of e . leadl o810 3 B 390 5l
Ay ada]) Goeall jras L le ol Alule 8 5aa ) 3a dsa g adall s Jsd
YY) Ay sine (5 gl e
) al ¥yl Ay ol p Gl Jalsall Jalanl g cd adall JalSal) Ladl) gl sY-A
b AR jaaiall JalSs ds 50 A8 el Aaliaal cpaiall e sas gl s Ll
Dl il ) e ol o LeX an) Caall jaa i le ol s a g Jiail
s il Y 8 cllgiaall Slanl kil W0 e g (LP jeae b Gllgiud)
9 LS il <l 8 o(pp=Lp—-Lp_us ) pp Al slaull sujle g« LP_us
Il Dai gan) el a2 51 Abuld Al (Y) ) Jgiadl b anse
ey ¥ by /(1) aid Jlensd Al H8 W) 2y e 8 W o/ (0) e L
& i adl Jalkl laay Johansen test sl Engle — Granger Jase pladiul Lia
A0 et (e AlalSie ol puaiall () sS8 of callay — ik ULl WS — cplaad) SIS oY
ADle 25a g 520 LAY ARDL- bound test saall jlaal laasud & Gld A1)
Al eV s Cigeall e o V) AL sk

i)l gadll aaat @il JelSall Jian b &GN s shaall i
e e oslaeWL o @l & dy (V) A, Abld 4 Jaw L
9 Jbad) 130 Wy Jlad) ~3gaill oSy (Akaike information criterion (AIC)
ad) JSd 5 (V)a ady Jsan b nse 52 LSV =g A =m i (ARDL (8, 7)
sl ehoals (1)) A Adlee i 4 AN 5 shaally . Slaa) aldl (V)a

Yy



2 eJsanll b ml e ity LSy L LAY #30 (Y) o) Jsas poiags 2 50sl)
Faaal oY) aall e 5ol cas o Ly Ve, 8 Jalad & gund) Fdglias) Gad
Joadl il Jiiy sl iah imd i Ly ¢ %) e VA Jala g Al gaal
Al a5 can) Gopall sa Ga JaY) Algh ABe 3 ga 0 Js 3
(V) dosa
(Al Gipal) a8 o) e Ban gl Jia il JLad) (gt il

test statistic ,LuaY) dliasl
Constant & Trend Constant e
-3.38"" -3.21" ADF Test
(0.()56) ((),02) Hy : LREX has a unit root
-4.39° -4.36" Phillips—Perron Test
(0.003) (0.00) Hy : LREX has a unit root
45.42° 31.98° ERS Point- Optimal Test
Hy : LREX has a unit root
0.211 0.211 KPSS unit root Test
Hy: LREX is stationary
-0.99 -0.52 DF-GLS unit root test
Hy : LREX has a unit root

(sl e %Y« %0 ¢ %) Lygina (5 e ) FEF K F i w

GYEY %0 die L ETY (%) Aygiae sgime die 4, VT Gl sl Al 60 KPSS liay da sl adll w
%V 2o 119 %0 aie V1 ET (P die VT Aalaall oladl 5 il as 2ga s Als 3% 0 2
. Kwiatkowski-Phillips—Schmidt-Shin (1992, Table 1) : ) ax 5

%o xe 1,4£Y— (%) xe Y,0VF - Lt il aa)l dlla 3 : DF-GLS iy daall o8
Y, A0Y— %) xie ¥, 74— sladl g <l aa Al & (MacKinnon  (1996) %0« xie V1)1 ¢
. Elliott-Rothenberg—Stock (1996, Table 1) %)+ xc ¥,7:4 = %0 e

2ie VOYVE %) aie 1,264 <yl o Als 4 ERS Point- Optimal sy da jall aill - =
2ie TL,AVe (%0 aie 0,1¢) (%) dic €, 0T sl g cull JAEJ\AQ_A QoY+ aie £,64Y %o
.Elliott-Rothenberg-Stock (1996, Table 1) %) «
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p-value I Jia (8 G alll (Eviews.O oladiuly sl dae) @ jiaal)
Al sk Al 5 Uadll ool m3gad i 35 a0 5 dagd )l 8 gladll i
Oe g - (£) aly et Anms L 13a s Al Jlanly Goaall aw Ga JaY
% lae %) die Aygieay Al ECT(-1) Uasdl mpmaal Jalre dales of bl
Dl Goall a g JaY) Algh A5l A agas 2l jladl gl
s Joles G o) 2a @l (e Dlad daaidl AN 5 jeae Al Sl
Ledalins) oy 2805l 5 68l Jolad e il i) (e %0 ol by Lea v, 00 Jalas Uadl)
Ssn Copall ra z by 380 a0 58 ol e il _ad¥) Al 8 4l (o e
558 aat sda g Lagi 8l 5 El Jolan A el Wy A ) gl Al ) sasall el Yo
AL Sl jall il e Juanill Ly 5 jpad
(Y) & dsaa
L) g Adadl el g an) G pal) jrw Ao Baagl jda i jLad) mil

¥ Aa ol e (3580 il g2y
D(pp) | D(Lp_us) D(Lp) | D(Lex) Pp Lp us Lp Lex '
ADF Test:
-9.12 | -11.09 | -9.66 | -4.70 | -0.012| -1.81 | -1.06 | — 3.34 | constant
(0.00) (0.00) (0.00) | (0.00)| (0.96) | (0.37) | (0-.73) | (0.014)
-9.09 -11.22 -9.68| -4.85| -1.00 | -3.80 | -1.99 | -4.59 | Constant
(0.00) | (0.00) | (0.00)(0.001)| 0.94 | (0.02) | (0-60) | (0.001)| &Trend
PP Test:
-13.41 -9.39 | -13.18 | -19.41 | -0.95 | -2.37 | -1.39 | -5.49 | constant
(0.00) | (0-00) | (0.00)| (0.00) | (0.77) | (0-15) |(0.59)| (0.00)
-13.40 | -9.33 | -13.21|-19.55| -1.71 | -3.13 | -2.26 | —-6.25 | Constant
(0.00) (0.00) (0.00) | (0.00) | (0.74) | (0-102) | (0.46) | (0.00) | & Trend

p— I Jiad Gl BY) G adl) (EVIEWS.O mali y alasiuly sl dlae) i juaal)

Y¢

.value




(¥) 6 dsaa
dgaadl jLadl mil
ARDL Bounds Test
Sample: 1990M03 2014M03

Included observations: 289

Null Hypothesis: No long—run relationships exist

Test Statistic Value k
F-statistic 10.38701 |
Critical Value Bounds
Significance 10 Bound 11 Bound
10% 4.04 4.78
5% 4.94 5.73
2.5% 5.77 6.68
1% 6.84 7.84

DY) Ales oo S Jualiily (EVIEWS.9 zali s pladiuly Eald) dae) @ jsadl

Yo



(%) s Jssa
Ja) Al sha A8l g Ul pepml 3 gl s il

ARDL Cointegrating And Long Run Form
Dependent Variable: LEX

Selected Model: ARDL(8, 7)

Sample: 1989M07 2014M03

Included observations: 289

Cointegrating Form

Variable Coefficient Std. Error t-Statistic Prob.
D(LEX(-1)) 0.033899 0.053712 0.631125 0.5285
D(LEX(-2)) -0.037300 0.053797 -0.693350 0.4887
D(LEX(-3)) 0.015411 0.053686 0.287050 0.7743
D(LEX(-4)) -0.014755 0.053835 -0.274074 0.7842
D(LEX(-5)) -0.020270 0.053618 -0.378054 0.7057
D(LEX(-6)) -0.005590 0.053054 -0.105360 0.9162
D(LEX(-7)) 0.277012 0.048804 5.675984 0.0000

D(PP) 0.595191 0.266779 2.231024 0.0265

D(PP(-1)) -1.364232 0.392948 -3.471787 0.0006
D(PP(-2)) 0.527457 0.398084 1.324991 0.1863
D(PP(-3)) 0.264216 0.395477 0.668095 0.5046
D(PP(-4)) 0.417814 0.396977 1.052490 0.2935
D(PP(-5)) 0.479057 0.394546 1.214199 0.2257
D(PP(-6)) -0.963051 0.241716 —-3.984231 0.0001

C 0.093978 0.022365 4.202017 0.0000
ECT(-1) -0.050200 0.011965 -4.195732 0.0000
Cointeq = LEX — (0.5495*PP )
Long Run Coefficients
Variable Coefficient Std. Error t-Statistic Prob.
PP 0.549547 0.158872 3.459047 0.0006

. Eviews.9 zali y alasiuly Balll dael @ jaaal)
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e Gl jes Gn oY) Ak A aE ml mag Sl
Yl Gapall jaw g %) die dgsiaeg Aash ADe 2gay dwadl el
£,00 Jalat Al JlanS Zpnailly en) Capuall Jaas Aig e s i) )
D 3305 ) am of adsiadl e %) ¢ A A Sl L) of Gl L
Jashll JaY1 8% 0,0 an) Cayual
LAY -4

okl 85 Wy e V) Goaall e e ULy Al Cuaaan
Ol VAN slgr e sl A sasiall LY 5 eae e llgiad) ey
Y sal) il (5 ) 4giall Coea yras & il AR Caad Sy (YN
Ady A, all bl Jalad 3kl Wy cpaldl Jaly Jlan) 3l sl y S 5aY)
il plmal Gl 8 Ja¥) qelad) Jidy sl e Jilatll 3 Al cadiel
o LAY il il y ¢ adiadl Gopaall e S jle o Alude e sas gl ia
Cagaall e & sl o 6 Al 8l Jalad A b BiaS mlla b Lgalaes
D Sl 4o iy Lee Al len) 8l e Lo sl canlin )
G 8 A Galad) By okl JaY) 8 dau e die s Gall
JaYl dlsh ADle dgag g0 LAY ssaall laa) Jaae & i) Jelsill el jlaal
Wle agay oo LAY il il 8y ) s an¥) Cogall e o
Jalai 3iat Iy Lo el a1y (can¥) Cipuall a0 JaY) Alpsh
Jashll Jal) 8 a5 5

Gt @ il JalSill ol Hlial g sas gl s el laal il of dadiadl
5ol LS50 st L W lly 5 ae Alls 3 A0 5l 5 g8l Jalad 4y e (38a3
D 5l QS Bl Jlell) 8 i) dasad e Jully (Y€ —Y4A4)
ALl Sl 5 e el ae (385 A 038 5 ¢ ans) i juall
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uasy) ala

(e o0 dss>

P_US P EX <aa Léal)
57.05 16.017 0.7 1989:07
57.141 16.284 1.1 1989:08
57.325 16.68 1.1 1989:09

57.6 17.857 1.1 1989:10
57.738 18.574 1.1 1989:11
57.829 18.542 1.1 1989:12
58.425 18.167 1.1 1990:01
58.701 18.114 1.1 1990:02
59.022 18.242 1.1 1990:03
59.113 18.585 1.1 1990:04
59.251 19.259 1.1 1990:05
59.572 19.013 1.1 1990:06
59.801 19.483 2 1990:07
60.352 19.548 2 1990:08
60.856 19.676 2 1990:09
61.223 19.826 2 1990:10
61.361 19.975 2 1990:11
61.361 19.879 2 1990:12
61.727 20.157 2 1991:01
61.819 20.821 3.062 1991:02
61.911 20.992 3.134 1991:03
62.003 21.687 3.172 1991:04
62.186 22.073 3.222 1991:05
62.369 22.95 3.268 1991:06
62.461 23.635 3.281 1991:07
62.645 23.528 3.286 1991:08
62.92 24.598 3.291 1991:09
63.011 24.961 3.291 1991:10
63.195 24.897 3.32 1991:11
63.241 25.004 3.33 1991:12
63.333 25.421 3.325 1992:01
63.562 25.261 3.318 1992:02

YA




63.883 25.4 3.319 1992:03
63.975 25.657 3.321 1992:04
64.066 25.753 3.321 1992:05
64.296 25.186 3.322 1992:06
64.433 25.881 3.322 1992:07
64.617 25.785 3.321 1992:08

64.8 26.652 3.318 1992:09
65.029 27.133 3.318 1992:10
65.121 27.208 3.326 1992:11
65.075 27.326 3.33 1992:12
65.396 28.075 3.339 1993:01
65.625 28.406 3.341 1993:02
65.855 28.653 3.342 1993:03
66.038 29.027 3.342 1993:04
66.13 29.252 3.345 1993:05
66.222 28.952 3.347 1993:06
66.222 28.974 3.356 1993:07
66.405 29.402 3.358 1993:08
66.543 29.648 3.359 1993:09
66.818 29.862 3.364 1993:10
66.864 30.225 3.367 1993:11
66.864 29.99 3.37 1993:12
67.047 30.14 3.375 1994:01
67.276 30.493 3.376 1994:02
67.506 30.771 3.38 1994:03
67.597 31.028 3.384 1994:04
67.643 31.081 3.386 1994:05
67.873 30.803 3.387 1994:06
68.056 31.21 3.389 1994:07
68.331 31.509 3.386 1994:08
68.515 32.076 3.385 1994:09
68.561 32.686 3.388 1994:10
68.652 33.671 3.394 1994:11
68.652 33.574 3.392 1994:12
68.927 35.511 3.391 1995:01
69.203 35.949 3.392 1995:02

AR




69.432 35.992 3.389 1995:03
69.661 36.014 3.392 1995:04
69.799 36.163 3.396 1995:05
69.936 36.142 3.395 1995:06
69.936 36.185 3.394 1995:07
70.12 36.784 3.392 1995:08
70.257 36.891 3.392 1995:09
70.487 37.244 3.392 1995:10
70.441 37.79 3.391 1995:11
70.395 37.982 3.391 1995:12
70.808 38.036 3.39 1996:01
71.037 38.228 3.39 1996:02
71.404 38.389 3.391 1996:03
71.679 38.688 3.394 1996:04
71.817 39.074 3.393 1996:05
71.862 39.138 3.393 1996:06

72 39.534 3.393 1996:07
72.138 39.577 3.39 1996:08
72.367 39.758 3.394 1996:09
72.596 39.833 3.393 1996:10
72.734 39.951 3.389 1996:11
72.734 40.037 3.388 1996:12
72.963 40.197 3.389 1997:01
73.192 40.293 3.389 1997:02
73.376 40.518 3.389 1997:03
73.468 40.764 3.389 1997:04
73.422 40.978 3.389 1997:05
73.513 40.999 3.389 1997:06
73.605 40.963 3.389 1997:07
73.743 41.074 3.389 1997:08
73.926 41.223 3.389 1997:09
74.11 41.409 3.388 1997:10
74.064 41.521 3.388 1997:11
73.972 41.632 3.388 1997:12
74.11 41.707 3.388 1998:01
74.247 41.818 3.388 1998:02




74.385 41.893 3.388 1998:03
74.522 42.228 3.388 1998:04
74.66 42.562 3.388 1998:05
74.752 42.674 3.388 1998:06
74.843 42.711 3.388 1998:07
74.935 42.86 3.388 1998:08
75.027 43.158 3.388 1998:09
75.21 43.232 3.388 1998:10
75.21 43.083 3.388 1998:11
75.164 43.121 3.388 1998:12
75.348 43.307 3.388 1999:01
75.44 43.381 3.388 1999:02
75.669 43.493 3.394 1999:03
76.219 43.604 3.396 1999:04
76.219 43.753 3.396 1999:05
76.219 43.902 3.396 1999:06
76.448 43.939 3.396 1999:07
76.632 44.088 3.396 1999:08
76.999 44.199 3.396 1999:09
77.136 44.237 3.396 1999:10
77.182 44.385 3.398 1999:11
77.182 44.497 3.403 1999:12
77.411 44.571 3.405 2000:01
77.87 44.683 3.407 2000:02
78.512 44.795 3.411 2000:03
78.558 44.869 3.413 2000:04
78.65 44.981 3.419 2000:05
79.062 45.018 3.438 2000:06
79.246 45.167 3.452 2000:07
79.246 45.241 3.465 2000:08
79.659 45.316 3.484 2000:09
79.796 45.353 3.528 2000:10
79.842 45.427 3.552 2000:11
79.796 45.502 3.69 2000:12
80.301 45.725 3.7 2001:01
80.622 45.725 3.84 2001:02
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80.805 45.762 3.84 2001:03
81.126 45.911 3.84 2001:04
81.493 45.948 3.841 2001:05
81.631 46.022 3.85 2001:06
81.401 46.171 3.85 2001:07
81.401 46.209 4.14 2001:08
81.768 46.283 4.14 2001:09
81.493 46.395 4.14 2001:10
81.355 46.432 4.14 2001:11
81.034 46.618 4.355 2001:12
81.218 46.841 4.496 2002:01
81.539 46.915 4.5 2002:02
81.997 47.027 4.5 2002:03
82.456 47.027 4.5 2002:04
82.456 47.213 4.5 2002:05
82.502 47.287 4.5 2002:06
82.594 47.362 4.5 2002:07
82.869 47.436 4.5 2002:08
83.006 47.66 4.5 2002:09
83.144 47.697 4.5 2002:10
83.144 47.883 4.5 2002:11
82.961 47.994 4.5 2002:12
83.327 48.218 4.559 2003:01
83.969 48.366 5.464 2003:02
84.474 48.701 5.651 2003:03
84.29 48.887 5.82 2003:04
84.153 49.073 5.938 2003:05
84.245 49.185 5.987 2003:06
84.336 49.445 6.094 2003:07
84.657 49.744 6.141 2003:08
84.933 50.085 6.14 2003:09
84.841 50.426 6.136 2003:10
84.611 50.767 6.135 2003:11
84.52 51.065 6.148 2003:12
84.933 52.045 6.157 2004:01
85.391 53.111 6.167 2004:02

Y




85.941 54.006 6.177 2004:03
86.217 54.859 6.182 2004:04
86.721 54.901 6.19 2004:05
86.996 54.944 6.194 2004:06
86.859 55.37 6.197 2004:07
86.904 55.285 6.207 2004:08
87.088 56.052 6.218 2004:09
87.547 56.777 6.232 2004:10
87.592 56.692 6.226 2004:11
87.271 56.862 6.208 2004:12
87.455 56.99 5.873 2005:01
87.959 56.777 5.794 2005:02
88.647 57.075 5.79 2005:03
89.243 57.459 5.787 2005:04
89.152 57.672 5.787 2005:05
89.197 57.544 5.787 2005:06
89.61 57.757 5.77 2005:07
90.069 57.885 5.762 2005:08
91.169 58.141 5.757 2005:09
91.353 58.525 5.751 2005:10
90.619 58.61 5.752 2005:11
90.252 58.652 5.738 2005:12
90.94 58.951 5.728 2006:01
91.124 59.036 5.726 2006:02
91.628 59.164 5.731 2006:03
92.408 59.974 5.74 2006:04
92.866 60.784 5.755 2006:05
93.05 61.721 5.753 2006:06
93.325 62.617 5.741 2006:07
93.508 63.043 5.737 2006:08
93.05 63.682 5.733 2006:09
92.545 65.43 5.73 2006:10
92.408 65.728 5.716 2006:11
92.545 65.941 5.709 2006:12
92.828 66.19 5.697 2007:01
93.324 66.455 5.691 2007:02
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94.174 66.72 5.692 2007:03
94.786 66.852 5.684 2007:04
95.365 66.786 5.682 2007:05
95.55 66.918 5.689 2007:06
95.526 67.382 5.672 2007:07
95.35 68.11 5.648 2007:08
95.613 69.5 5.619 2007:09
95.818 70.228 5.532 2007:10
96.387 70.096 5.5 2007:11
96.322 70.36 5.52 2007:12
96.801 73.14 5.5 2008:01
97.082 74.464 5.5 2008:02
97.924 76.317 5.46 2008:03
98.518 77.84 5.42 2008:04
99.347 79.958 5.34 2008:05
100.348 80.421 5.34 2008:06
100.875 82.208 5.31 2008:07
100.473 84.194 5.33 2008:08
100.334 84.459 5.42 2008:09
99.32 84.393 5.55 2008:10
97.418 84.326 5.52 2008:11
96.41 83.267 5.5 2008:12
96.83 83.665 5.52 2009:01
97.311 84.525 5.57 2009:02
97.548 85.584 5.63 2009:03
97.792 87.04 5.62 2009:04
98.074 88.099 5.61 2009:05
98.917 88.43 5.6 2009:06
98.76 90.416 5.566 2009:07
98.981 92.674 5.528 2009:08
99.043 94.196 5.504 2009:09
99.139 95.433 5.463 2009:10
99.209 95.338 5.45 2009:11
99.034 94.577 5.474 2009:12
99.372 95.147 5.437 2010:01
99.397 95.338 5.472 2010:02

Ye




99.805 96.004 5.475 2010:03
99.979 96.575 5.512 2010:04
100.056 97.05 5.604 2010:05
99.958 97.431 5.664 2010:06
99.98 99.905 5.685 2010:07
100.118 102.759 5.681 2010:08
100.176 104.472 5.691 2010:09
100.301 105.899 5.715 2010:10
100.343 105.043 5.744 2010:11
100.515 104.377 5.783 2010:12
100.994 105.423 5.797 2011:01
101.492 105.519 5.884 2011:02
102.482 106.946 5.919 2011:03
103.142 108.278 5.947 2011:04
103.627 108.468 5.935 2011:05
103.516 108.944 5.937 2011:06
103.608 110.276 5.945 2011:07
103.893 111.513 5.949 2011:08
104.051 113.035 5.951 2011:09
103.836 113.416 5.956 2011:10
103.749 114.558 5.972 2011:11
103.493 114.272 6.004 2011:12
103.948 114.462 6.023 2012:01
104.406 115.224 6.023 2012:02
105.199 116.651 6.022 2012:03
105.517 117.793 6.029 2012:04
105.393 117.507 6.028 2012:05
105.238 116.841 6.033 2012:06
105.067 117.317 6.047 2012:07
105.652 118.649 6.066 2012:08
106.123 120.076 6.079 2012:09
106.082 121.028 6.085 2012:10
105.579 119.505 6.09 2012:11
105.295 119.6 6.147 2012:12
105.606 121.694 6.546 2013:01
106.471 124.738 6.714 2013:02
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106.749 125.5 6.771 2013:03
106.638 127.307 6.86 2013:04
106.828 127.117 6.964 2013:05
107.085 128.259 6.991 2013:06
107.127 129.401 7.007 2013:07
107.256 130.257 7.019 2013:08
107.38 132.255 6.905 2013:09
107.104 133.682 6.886 2013:10
106.885 134.919 6.884 2013:11
106.876 133.587 6.899 2013:12
107.274 135.49 6.943 2014:01
107.67 136.917 6.956 2014:02
108.364 137.774 6.958 2014:03
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Dependent Variable: LEX

Method: ARDL

Sample (adjusted): 1990M03 2014M03

Included observations: 289 after adjustments
Maximum dependent lags: 8 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (8 lags, automatic): PP

Fixed regressors : C

Number of models evaluated: 72

Selected Model: ARDL(8, 7)

Variable Coefficient Std. Error t-Statistic Prob.*
LEX(-1) 0.983699 0.055237 17.80886 0.0000
LEX(-2) -0.071199 0.077807 -0.915071 0.3610
LEX(-3) 0.052710 0.078147 0.674507 0.5006
LEX(-4) -0.030165 0.078286 -0.385323 0.7003
LEX(-5) -0.005516 0.078154 -0.070572 0.9438
LEX(-6) 0.014681 0.077207 0.190144 0.8493
LEX(-7) 0.282601 0.073620 3.838655 0.0002
LEX(-8) -0.277012 0.048804 -5.675984 0.0000
PP 0.595191 0.266779 2.231024 0.0265
PP(-1) -1.206343 0.401178 -3.007005 0.0029
PP(-2) 1.364232 0.392948 3.471787 0.0006
PP(-3) -0.527457 0.398084 -1.324991 0.1863
PP(-4) -0.264216 0.395477 -0.668095 0.5046
PP(-5) -0.417814 0.396977 -1.052490 0.2935
PP(-6) -0.479057 0.394546 -1.214199 0.2257
PP(-7) 0.963051 0.241716 3.984231 0.0001
C 0.093978 0.022365 4.202017 0.0000
R-squared 0.987168 Mean dependent var 1.466486
Adjusted R-squared 0.986414 S.D. dependent var 0.336987
S.E. of regression 0.039279 Akaike info criterion -3.579208
Sum squared resid 0.419662 Schwarz criterion -3.363536
Log likelihood 534.1956 Hannan-Quinn criter. -3.492789
F-statistic 1307.853 Durbin-Watson stat 2.035322
Prob(F-statistic) 0.000000

*Note: p-values and any subsequent tests do not account for model selection
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Akaike Information Criteria (top 20 models)
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Sample: 1989M07 2014M03
Included observations: 289
Q-statistic probabilities adjusted for 8 dynamic regressors
Autocorrelation Partial Correlation AC PAC Q-Stat Prob*
1o Jo ] 1 -0.033 -0.033 0.3148 0.575
Jo ] Jo ] 2 0.024 0.023 0.4902 0.783
I J 3 0.084 0.086 2.5678 0.463
o] oo 4 -0.096 -0.092 5.2791 0.260
Jo | Jo ] 5 0.025 0.015 5.4629 0.362
1o Jo ] 6 -0.017 -0.018 55466 0.476
I I 7 0138 0.154 11.228 0.129
1o Jo ] 8 0.036 0.033 11.626 0.169
1o Jo ] 9 -0.004 -0.003 11.631 0.235
I Jo ] 10 0.085 0.055 13.797 0.182
Jo ] Jo ] 11 -0.048 -0.023 14.506 0.206
I I 12 0.097 0.099 17.347 0.137

ARDL(8, 0)

*Probabilities may not be valid for this equation specification.

YA




(£)a o2, dssa

IARDL Bounds Test

Sample: 1990M03 2014M03

Included observations: 289

Null Hypothesis: No long-run relationships exist

Test Statistic Value K

F-statistic 10.38701 1

Critical Value Bounds

Significance 10 Bound 11 Bound
10% 4.04 4.78
5% 4.94 5.73
2.5% 5.77 6.68
1% 6.84 7.84

Test Equation:

Dependent Variable: D(LEX)
Method: Least Squares
Sample: 1990M03 2014M03
Included observations: 289

Variable Coefficient Std. Error t-Statistic Prob.
D(LEX(-1)) 0.033899 0.053712 0.631125 0.5285
D(LEX(-2)) -0.037300 0.053797 -0.693350 0.4887
D(LEX(-3)) 0.015411 0.053686 0.287050 0.7743
D(LEX(-4)) -0.014755 0.053835 -0.274074 0.7842
D(LEX(-5)) -0.020270 0.053618 -0.378054 0.7057
D(LEX(-6)) -0.005590 0.053054 -0.105360 0.9162
D(LEX(-7)) 0.277012 0.048804 5.675984 0.0000

D(PP) 0.595191 0.266779 2.231024 0.0265

D(PP(-1)) -0.638739 0.260644 -2.450617 0.0149
D(PP(-2)) 0.725493 0.258910 2.802102 0.0054
D(PP(-3)) 0.198036 0.260089 0.761416 0.4471
D(PP(-4)) -0.066180 0.258618 -0.255898 0.7982
D(PP(-5)) -0.483994 0.250690 -1.930649 0.0546
D(PP(-6)) -0.963051 0.241716 -3.984231 0.0001

C 0.093978 0.022365 4.202017 0.0000
PP(-1) 0.027587 0.012158 2.269144 0.0240

LEX(-1) -0.050200 0.011965 -4.195732 0.0000

R-squared 0.286293 Mean dependent var 0.006383
IAdjusted R-squared 0.244310 S.D. dependent var 0.045185
S.E. of regression  0.039279 Akaike info criterion -3.579208
Sum squared resid  0.419662 Schwarz criterion -3.363536
Log likelihood 534.1956 Hannan-Quinn criter. -3.492789

F-statistic 6.819289 Durbin-Watson stat 2.035322

Prob(F-statistic) 0.000000

A}



2l
P o) ARl ) pal) -
" an b o) sl palall g peall e G ALY " el ¢ lee LY
coa V999 e K G geatd) daals (dgalati g 48 gAY &gl ddaa

YY1
udn.w.ci YA c(J)SA) Yo aaxll aa-.,\MJS\ 349")93\ YAV and ayv {.\5‘) LJ}'G Y
ava

(go—aall Aial) (i pa sy il alalg dud p2 (Flillae 3t ¢ uye T
A e YoV g g el ) isll Galae =l MRS aen g Sla glaall S e
A
rAgialy) Aallly aal yal) - ¥
1. Acaravci, Ali and Ozturk, llhan, " Testing Purchasing Power Parity in
Transition Countries : Evidence from Structural Breaks, Amfiteatru

economic, VOL. XII. No. 27, Feb. 2010,
http: //www.amfiteatrueconomic.ro/temp/Article_946.pdf

2. Alba, Joseph D. and Papell, David H., " Purchasing Power Parity
and Country Characteristics: Evidence from Panel Data Tests"

September 2005. http://www.uh.edu/~dpapell. /char.pdf.

3. Asari, Fadi Fizari Abu Hassan, and el.at, "A Study on Short and
Long Run Determinants of Purchasing Power Parity in Malaysia',
World Applied Science Journal, vol. 12, 2011, Pp. 14-21.

4. Balassa, Bela 'The Purchasing—Power Parity Doctrine: A
Reappraisal' Journal of Political Economy, Vol. 72, No. 6, 1964,
pp. 584-596. http://www.jstor.org/stable/1829464.



http://www.amfiteatrueconomic.ro/temp/Article_946.pdf
http://www.uh.edu/~dpapell./char.pdf
http://www.jstor.org/stable/1829464

. Bhatti , Razzaque H. "A Correct Test of Purchasing Power Parity:
The Case of Pak-Rupee Exchange Rates" The Pakistan
Development Review, Vol. 35, No. 4, 1996, pp. 671-682.
http://www.jstor.org/stable/41259990.

. Calderon, Cesar, and Duncan, Roberto, " Purchasing Power Parity
in an Emerging Market Economy: a Long-Span Study for Chile",
Central Bank of Chile Working Papers, No. 215, 2003.
http: //www.bcentral.cl/Estudios/DTBC/doctrab.htm.

. Cassel, Gustav 'Some Leading Propositions for an International
Discussion of the World's Monetary Problem" Annals of the
American Academy of Political and Social Science, Vol. 89,
Prices May 1920, pp. 259-267.
http: //www.jstor.org/stable/1014229.

. Crownover, Collin; Pippenger, Jhon, and Steigerwald, Douglas "
Testing for absolute purchasing power parity" Journal of
International Money and Finance, Vol. 15, No. 5, 1996, Pp.

783-796.
. Edison, Hali J. "Purchasing Power Parity in the Long Run: A Test of
the Dollar/Pound Exchange Rate (1890-1978 )" Journal of
Money, Credit and Banking, Vol. 19, No. 3, (Aug., 1987), pp.
376-387. http://www.jstor.org/stable/1992083.

10. Edison, Hali J. and Klovland, Jan Tore 'A Quantitative

Reassessment of the Purchasing Power Parity Hypothesis:
Evidence from Norway and the United Kingdom" Journal of
Applied Econometrics, Vol. 2, No. 4 (Oct., 1987), pp. 309-333,
http://www.jstor.org/stable/2096713.

A


http://www.jstor.org/stable/41259990
http://www.bcentral.cl/Estudios/DTBC/doctrab.htm
http://www.jstor.org/stable/1014229
http://www.jstor.org/stable/1992083
http://www.jstor.org/stable/2096713

11. Engle, Robert F. and Granger, C.W.J., "Cointegration and Error—
correction: Representation, Estimation and Testing" Econometrica,
Vol. 55, No. 2, 1987, pp. 251-276.

12. Hakkio, Craig S.," Is Purchasing Power Parity a Useful Guide to
the Dollar?" Economic Review, Third Quarter, 1992, Federal
Reserve Bank of Kansas City.

13. IMF, International Financial Statistics Yearbook, 1998, 2003,
2011.

14. Johnson, David R. "Co-Integration, Error and Purchasing Power
Parity between Canada and the United States" The Canadian
Journal of Economics, Vol. 23, No. 4 (Nov., 1990), pp. 839-
855. http://www.jstor.org/stable/135565.

15. Johansen, S@en, "Statistical Analysis of Cointegration Vectors'
Journal of Economic Dynamics and Control, vol.12, 1988, Pp.
231-254.

16. Kim, Suduk; Chen, Chyong Ling; and Tsurumi, Hiroki " Testing of
Purchasing Power Parity Theory Using the Doubly Truncated
ARMA-GARCH Model and MCMC Algorithms' Journal of Economic
Research, vol. 8, 2003, Pp. 1-28.

17. Kohli, Renu,"” Real Exchange Stationary in Managed Floats:
Evidence from India", India Council for Research on International
Economic Relations, Working Papers No. 93, October 2002.

18. Krugman, Paul R. and Obstfeld, Maurice, International
Economics: Theory and Policy, sixth edition, 2003.
http://course.sdu.edu.cn/G2S /eWebEditor/uploadfile/20120417191
243_590081573385.pdf.

¢y


http://www.jstor.org/stable/135565
http://course.sdu.edu.cn/G2S/eWebEditor/uploadfile/20120417191243_590081573385.pdf
http://course.sdu.edu.cn/G2S/eWebEditor/uploadfile/20120417191243_590081573385.pdf

19. Loh, Veng Hoong,'Does Purchasing Power Parity hold between
Australia and the United States? An Empirical Test', Cross
Section, vol. 1V, 2008.

2(0. Pesaran, M. Hashem; Shin, Yongcheol; and Smith, Richard J.
'Bounds Testing Approaches to the Analysis of Level Relationships"
Journal of Applied Econometrics, vol. 16, 2001, Pp. 289 — 326.
http://onlinelibrary.wiley.com/doi/10.1002/jae.616/pdf.

21. Rogoff, Kenneth," The Purchasing Power Parity Puzzle" Journal of
Economic Literature, June 1996, pp. 647-668.

22. Sarno, Lucio and Taylor, Mark P.," Purchasing Power Parity and
the Real Exchange Rate" IMF Staff Papers, Vol. 49, No.1, 2002.

23. Terra, Maria Cristina and de Abreu, Ana Lucia Vahia, "Purchasing
Power Parity: The Choice of Price Index', Ensaios Economicos,

Abril de 2005.

24. Voinea, Laurentiu Guinea, the Purchasing Power Parity:
Evidence from the Great Financial Crisis, university
Complutense, Madrid, 24/05/2013,
https://www.ucm.es/data/cont/docs/518-2013-10-23-
Guineal3.pdf.

¢y


http://onlinelibrary.wiley.com/doi/10.1002/jae.616/pdf
https://www.ucm.es/data/cont/docs/518-2013-10-23-Guinea13.pdf
https://www.ucm.es/data/cont/docs/518-2013-10-23-Guinea13.pdf

