©
2017 2020

Forecasting Exchange Rates using Time-Varying Econometric Models

Ito, Mikio

3,300,000

Ito et. al (2016)

This study examines the possibility of improving foreign exchange rate
forecast when one adopts the framework of the time-varying error correction model proposed by Ito et
al.(2016) to consider how structural changes affect foreign exchange markets. To attain the goal,
we applied the model to three countries™ foreign exchange rate data that reflects the comovement of
foreign exchange markets. Then, we study how fast the markets return to the long-run state, which is
a help of forecast if some deviation occurs. As a result, through the period under study, the speed

of the market adjustment was increasing.
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