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5   Time Series Estimation
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6   Conclusions
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Table 1. Explaining Movements in the Real Effective Exchange Rate, 1993–1998 1/

Eastern Europe 2/ Other transition count-
ries 3/

OECD countries 4/

All Horserace All Horserace All Horserace
Productivity in 

agriculture
����

(2.15)
����

(2.87)
0.12

(0.58)
0.06

(1.00)

Productivity in 
industry

����

(4.53)
����

(5.17)
����

(3.36)
����

(4.61)
0.18

(1.55)
����

(3.03)

Productivity in 
services

�����

(2.29)
�����

(3.88)
0.10

(0.36)
0.17

(1.02)

Money over
GDP

-0.11
(1.28)

�����

(3.43)
�����

(5.31)
0.02

(0.30)

Openness �����

(4.12)
�����

(4.85)
-0.12
(1.30)

�����

(5.30)
�����

(5.24)

Government 
balance

����

(2.86)
����

(2.94)
-0.02
(0.92)

����

(2.22)

Terms of Trade -0.03
(0.18)

-0.15
(1.39)

����

(3.56)
����

(3.66)

Fuel -0.02
(0.17)

�����

(2.62)
�����

(2.25)
-0.01
(0.22)

Nonfuel 0.01
(0.03)

����

(2.86)
����

(2.67)
0.12

(1.08)

R2 0.66 0.64 0.57 0.53 0.94 0.94
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Table 2. Explaining Movements in the Real Effective Exchange Rate, 1993–1998 1/

Eastern Europe 2/ Other transition count-
ries 3/

OECD countries 4/

All Horserace All Horserace All Horserace
Productivity in 

agriculture
����

(2.78)
����

(3.08)
0.33

(1.47)
0.06

(0.97)

Productivity in 
industry/ Pro-

ductivity in 
services

����

(4.22)
����

(5.27)
0.46

(1.77)
0.12

(0.98)

Money over 
GDP

-0.04
(0.51)

�����

(3.09)
�����

(5.47)
0.06

(0.61)

Openness �����

(4.11)
�����

(4.87)
-0.17
(1.70)

�����

(4.76)
�����

(4.14)

Government 
balance

����

(3.24)
����

(3.54)
-0.04
(1.38)

����

(3.27)
����

(3.70)

Terms of Trade 0.02
(0.13)

-0.01
(0.06)

����

(3.46)
����

(3.68)

Fuel -0.01
(0.12)

-0.55
(1.62)

-0.04
(0.84)

Nonfuel -0.01
(0.02)

1.29
(1.48)

0.16
(1.42)

R2 0.64 0.63 0.47 0.38 0.94 0.93
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Table 3. Pooled Mean Group Estimates for Eastern Europe

����4����.�������.��#�������,��%�&���������%�(�����&������,��%�&��&����(��+�-	(�����
���������$������"&����%����$���������	����2�)$�&$�#�����'���$���	(���������$����	
����$����+

Table 4. Pooled Mean Group Estimates for Eastern Europe

����4����.�������.��#�������,��%�&���������%�(�����&������,��%�&��&����(��+�-	(�����
���������$������"&����%����$���������	����2�)$�&$�#�����'���$���	(���������$����	
����$����+

Countries included in regression: Eastern Europe and the Baltics
Model: ARDL(1,1)

Dependent variable:
Log(Real effective exchange rate)

/RQJ�UXQ�FRHIILFLHQW��W�VWDWLVWLF�

Sample: 1991±1998

Log(productivity in industry sector relative to
OECD)

����� (4.58)

Error correction coefficient ������ (3.91)

Hausman test ( 2 (1)-distributed) 1.84 (0.17)

Countries included in regression: Eastern Europe and Baltics
Model: ARDL(1,1)

Dependent variable:
Log(Real effective exchange rate)

/RQJ�UXQ�FRHIILFLHQW���W�VWDWLVWLF�

Sample: 1991±1998

Log(productivity in industry sector relative to
OECD/productivity in service sector relative to OECD)

����� (5.22)

Error correction coefficient ������ (3.90)

Hausman test ( 2 (1)-distributed) 1.04 (0.31)
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Table 5. Pooled Mean Group Estimates for other Transition Countries

����4����.�������.��#�������,��%�&���������%�(�����&������,��%�&��&����(��+�-	(�����
���������$������"&����%����$���������	����2�)$�&$�#�����'���$���	(���������$����	
����$����+

Table 6. Pooled Mean Group Estimates for other Transition Countries

����4����.�������.��#�������,��%�&���������%�(�����&������,��%�&��&����(��+�-	(�����
���������$������"&����%����$���������	����2�)$�&$�#�����'���$���	(���������$����	
����$����+

Countries included in regression: See footnote 3 in Table 2.
Model: ARDL(1,1,1)

Dependent variable:
Log(Real effective exchange rate)

/RQJ�UXQ�FRHIILFLHQW��W�VWDWLVWLF�

Sample: 1991±1998

Log(productivity in industry sector relative
to OECD)

������(15.65)

Log(Money over GDP relative to OECD) �������(24.34)

Error correction coefficient ������(43.85)

Joint Hausman test ( 2 (2)-distributed) 1.16 (0.56)

Countries included in regression: See footnote 3 in Table 2.
Model: ARDL(1,1,1)

Dependent variable:
Log(Real effective exchange rate)

/RQJ�UXQ�FRHIILFLHQW��W�VWDWLVWLF�

Sample: 1991±1998

Log(productivity in industry sector relative to
OECD/productivity in service sector relative to OECD)

������(7.51)

Log(Money over GDP relative to OECD) �������(43.00)

Error correction coefficient �������(2.14)

Joint Hausman test ( 2 (2)-distributed) 8.29 (0.02)
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Table 7. Pooled Mean Group Estimates for Eastern Europe

����4����.�������.��#�������,��%�&���������%�(�����&������,��%�&��&����(��+�-	(�����
���������$������"&����%����$���������	����2�)$�&$�#�����'���$���	(���������$����	
����$����+

Table 8. Pooled Mean Group Estimates for Eastern Europe

����4����.�������.��#�������,��%�&���������%�(�����&������,��%�&��&����(��+�-	(�����
���������$������"&����%����$���������	����2�)$�&$�#�����'���$���	(���������$����	
����$����+

Countries included in regression: Eastern Europe and Baltics
Model: ARDL(1,1,1)

Dependent variable:
Log(Real effective exchange rate)

/RQJ�UXQ�FRHIILFLHQW��W�VWDWLVWLF�

Sample: 1991±1998

Log(productivity in industry sector relative to OECD) ����� (3.35)

Log(Government balance relative to OECD) -0.001 (0.010)

Error correction coefficient ������ (2.91)

Joint Hausman test ( 2 (2)-distributed) 3.98 (0.14)

Countries included in regression: Eastern Europe and Baltics
Model: ARDL(1,1,1)

Dependent variable:
Log(Real effective exchange rate)

/RQJ�UXQ�FRHIILFLHQW��W�VWDWLVWLF�

Sample: 1991±1998

Log(productivity in industry sector relative to
OECD/productivity in service sector relative to OECD)

����� (4.26)

Log(Government balance relative to OECD) 0.006 (0.57)

Error correction coefficient ������ (4.98)

Joint Hausman test ( 2 (2)-distributed) 3.37 (0.19)
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Table 9. Pooled mean group estimates for Eastern Europe

����4����.�������.��#�������,��%�&���������%�(�����&������,��%�&��&����(��+�-	(�����
���������$������"&����%����$���������	����2�)$�&$�#�����'���$���	(���������$����	
����$����+

Table 10. Pooled Mean Group Estimates for Eastern Europe

����4����.�������.��#�������,��%�&���������%�(�����&������,��%�&��&����(��+�-	(�����
���������$������"&����%����$���������	����2�)$�&$�#�����'���$���	(���������$����	
����$����+

Countries included in regression: Eastern Europe and Baltics
Model: ARDL(1,1,1)

Dependent variable:
Log(Real effective exchange rate)

/RQJ�UXQ�FRHIILFLHQW��W�VWDWLVWLF�

Sample: 1991±1998

Log(productivity in industry sector relative to OECD) ����� (13.67)

Log(Openness of economy relative to OECD) -0.021 (1.76)

Error correction coefficient ������ (3.82)

Joint Hausman test ( 2 (2)-distributed) 2.63 (0.27)

Countries included in regression: Eastern Europe and Baltics
ARDL(1,1,1)

Dependent variable:
Log(Real effective exchange rate)

/RQJ�UXQ�FRHIILFLHQW��W�VWDWLVWLF�

Sample: 1991±1998

Log(productivity in industry sector relative to
OECD/productivity in service sector relative to OECD)

����� (12.99)

Log(Openness of economy relative to OECD) -0.01 (0.67)

Error correction coefficient ������ (3.22)

Joint Hausman test ( 2 (2)-distributed) 1.12 (0.57)
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