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1  Introduction
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3 Dollarization in Lithuania

3.1 Measuring Dollarization
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3.2 Politico-economic factors of dollarization in Lithuania

Overview of the main events
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4 Econometric analysis of dollarization in Lithuania
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4.2 Long-run analysis: VAR(8)
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4.3 Short-run analysis: VECM(7)
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5 Conclusions and final remarks
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η
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�&''10�+
�
�
�(AAA

�!���	4�QQ�	���"�%�������1�%������$������������RS���'����$���,��$�%��%�N�Q�	���"�%����
��1�%������$�������������S���'����$���,��$�%��%�*

������=���.����
�	�
�����	�
����
	���������	���+
�
�
�&''10�+
�
�
�(AAA

Null Alternative Eigenvalue �PD[�test 7�QP 95% 7UDFH�test 7�QP 95%

r = 0 r > 0 0.64 85.63** 61.45** 22.0 104.8** 75.24** 34.9
r = 1 r > 1 0.17 16.27* 11.68 15.7 19.21 13.79 20.0
r = 2 r > 2 0.03 2.941 2.11 9.2 2.941 2.11 9.2

W
GU

W
GFL _

W
IFL _ &RQVWDQW 'XPP\��

Standardized β̂ 1 1 0.99986 -1.1118 1.1937 -0.60204

Eigenvectors 2 -1.9894 1 0.32037 -2.8961 -0.13257
3 1.4786 -0.83824 1 -1.2199 -0.16420

Standardized α̂ 1 -0.059 -0.234 0.191 - -

Coefficients 2 0 -0.021 -0.048 - -
3 -0.016 0.01 -0.012 - -

������I������
������	�*��������
�	�
	�������α̂ ������� β̂ ����
���

W
GU

W
GFL _

W
IFL _ &RQVWDQW 'XPP\��

Testing restrictions on α̂ �vector

weak exogeneity restrictions

separate test  � �2 (1) 8.34[0.00]** 5.88[0.02]* 26.67[0.00]** - -

joint test for LBGFW and LBIFW�  2 (2) 64.31[0.00]**

Testing restrictions on β̂  vector

long-run exclusion test �2(1) 44.46[0.00]** 68.66[0.00]** 63.71[0.00]** 43.73[0.00]** 48.03[0.00]**

!����� �#�����0���� ����T�����0��%����� ��"�%���� �#���	'�������$� �#��%��������"��,
��������%�N�QQ�	���"�%�������1�%������$������������RS���'����$���,��$�%��%�*
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���α̂ β̂

Cointegrating
vector

Standard errors Adjustment
coefficient vector

Standard error

W
�� 1 0 -0.058 0.025

W
��� _ 0.99986 0.122 -0.234 0.050

W
��� _ -1.1112 0.124 0.191 0.094

&RQVWDQW 1.1937 0.047 - -
'XPP\�� -0.60204 0.093 - -
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!������#�����0��������T�����0��%�������"�%�����#���	'�������$��#��%��������"��,
��������%�N�Q�	���"�%�������1�%������$������������RS���'����$���,��$�%��%�N�.C�������$
�'��	�"����$&��,�������%�����4������������U��
*��B��V
*����W*

Correlation of residuals Standard deviations of residuals

W
GU∆

W
GFL_∆

W
IFL_∆

W
GU∆ 1 - - 0.03

W
GFL_∆ -0.071 1 - 0.068

W
IFL_∆ 0.029 0.512 1 0.096

Misspecification tests of VECM(7) model
Univariate tests Multivariate tests

$5�����)������ 1RUPDOLW\� ���� $5&+���)������ $5�����)������� 1RUPDOLW\� �����

W
GU∆ 0.792 [0.582] 0.569

[0.752]
0.349 [0.905] 0.866[0.7131] 1.190[0.9774]

W
GFL_∆ 1.104 [0.378] 0.226

[0.893]
0.168 [0.984]

W
IFL_∆ 3.096 [0.014]* 0.133

[0.936]
0.228 [0.965]

�
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Equation  for�
W

GU∆ Equation  for�
W

GFL _∆ Equation  for�
W

IFL _∆

Variable Coefficient

Std.

Error t-value Coefficient

Std.

Error t-value Coefficient

Std.

error t-value

1−∆
W

GU 0.328 0.0992 3.306 -0.05 0.2161 -0.233 0.187 0.2888 0.646

2−∆
W

GU 0.044 0.0938 0.467 -0.074 0.2162 -0.342 -0.054 0.2892 -0.185

3−∆
W

GU 0.008 0.0868 0.090 0.18 0.2037 0.885 0.293 0.2768 1.058

4−∆
W

GU 0.135 0.0838 1.609 -0.173 0.1978 -0.876 0.058 0.2717 0.212

5−∆
W

GU 0.145 0.0799 1.810 -0.403 0.1901 -2.121 -0.597 0.2646 -2.256

6−∆
W

GU 0.055 0.0814 0.678 0.496 0.1843 2.690 0.019 0.2587 0.072

7−∆
W

GU -0.167 0.0712 -2.344 0.042 0.1637 0.253 0.359 0.23 1.561

1_ −∆
W

GFL -0.065 0.0480 -1.361 0.01 0.1098 0.089 -0.26 0.1526 -1.703

2_ −∆
W

GFL -0.048 0.0433 -1.100 -0.159 0.0998 -1.593 -0.244 0.1399 -1.744

3_ −∆
W

GFL -0.019 0.0432 -0.437 0.181 0.1002 1.801 0.266 0.14 1.898

4_ −∆
W

GFL -0.016 0.0461 -0.351 -0.199 0.1076 -1.853 0.002 0.1484 0.014

5_ −∆
W

GFL -0.134 0.0451 -2.972 -0.126 0.1032 -1.218 0.057 0.1437 -0.394

6_ −∆
W

GFL -0.047 0.0434 -1.073 -0.004 0.0986 -0.036 -0.211 0.1390 1.519

7_ −∆
W

GFL 0.090 0.0382 2.366 0.121 0.0856 -1.416 0.013 0.1202 0.105

1_ −∆
W

IFL
-0.056 0.0287 -1.961 0.105 0.0726 1.440 -0.293 0.0992 -2.957

2_ −∆
W

IFL
0.015 0.0293 0.503 0.272 0.0653 4.159 0.286 0.0913 3.135

3_ −∆
W

IFL
0.039 0.0322 1.213 -0.089 0.0756 -1.171 0.098 0.1063 0.923

4_ −∆
W

IFL
-0.101 0.0316 -3.197 0.05 0.0733 0.683 -0.213 0.1021 -2.083

5_ −∆
W

IFL
0.073 0.0315 2.311 0.127 0.0735 1.728 -0.057 0.0997 -0.570

6_ −∆
W

IFL
0.097 0.0353 2.734 -0.011 0.0818 -0.134 0.034 0.1141 0.295

7_ −∆
W

IFL
0.048 0.0299 1.607 0.194 0.0689 2.810 0.080 0.0969 0.828

1−W
HFP

-0.064 0.0209 -3.049 -0.213 0.0483 -4.415 0.208 0.0674 3.080

'XPP\���� 0.230 0.0549 4.189 -0.301 0.1313 -2.292 - - -

'XPP\5& 0.093 0.033 2.810 - - - - - -

'XPP\%& -0.163 0.0342 -4.772 - - - -0.444 0.0749 -5.926

'XPP\���� 0.134 0.0324 4.124 - - - - - -

'XPP\*9 0.048 0.0141 3.377 - - - - - -

'XPP\7% - - - -0.271 0.0658 -4.116 -0.713 0.0916 -7.784
∆ 'XPP\�� - - - 0.248 0.0778 3.182 - - -
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�*

��+#��������������������$��#��%��#	��	�"'��%����"������������#���������%���������%���
�$� �#��"�'������,���"� ������������%��������(#��������� ��������$���"��"�'�����"
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