

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Interest Parity, Cointegration and the Term Structure: Testing in an Integrated Framework

	
    
        
            
            







    
    










    
    
    
    











			
                    EFMA 2001 Lugano Meetings
 
        

    
	

	
	
		
		
			19 Pages
		
		

		Posted: 3 May 2001
		
		
		
	

	
		
			
			




	See all articles by Dimitris A. GeorgoutsosDimitris A. Georgoutsos
Athens University of Economics and Business - Department of Accounting and Finance
Georgios P. Kouretas
Athens University of Economics and Business; IPAG Business School


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: January 2001

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		In this paper we develop a methodology for testing the validity of the expectations theory of the term structure and the uncovered interest parity within the framework provided by cointegration theory. For this purpose, we apply the multivariate cointegration technique suggested by Johansen (1988, 1991) using data on interest rates from the eurodollar and euromark markets with maturity ranging from 7 days to 1 year. First, we were able to find nine statistically significant cointegrating vectors among the system of ten interest rates. Second, given that more than one long-run relationships were found we imposed independent linear and homogeneous restrictions on the system and the joint structure of the expectations theory and the UIP could not be rejected implying that our proposed framework is a valid framework to study the interdependence of monetary policy in an integrated scheme. Finally, with the application of tests for parameter stability in cointegrated models we show that our cointegration results are sample independent and that the estimated coefficients do not suffer from instabilities in recursive estimations. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Cointegration, expectations theory, uncovered interest parity, eurocurrency markets, stability

	
	

	
    

    
	

	
	
		JEL Classification: F31, F33

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Georgoutsos,  Dimitris and Kouretas,  Georgios P., Interest Parity, Cointegration and the Term Structure: Testing in an Integrated Framework (January 2001). EFMA 2001 Lugano Meetings,  Available at SSRN: https://ssrn.com/abstract=268909 or http://dx.doi.org/10.2139/ssrn.268909 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Dimitris Georgoutsos

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Athens University of Economics and Business - Department of Accounting and Finance  ( email )

			

			
			
				
				
				
					76 Patission Street
GR-104 34 Athens
Greece

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Georgios P. Kouretas (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Athens University of Economics and Business  ( email )

			

			
			
				
				
				
					Department of Business Administration
Athens, GR-10434
Greece

				

				
			

			
				
				
					HOME PAGE: http://www.aueb.gr/Users/kouretas/index_en.html
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				IPAG Business School  ( email )

			

			
			
				
				
				
					184 BD Saint Germain
Paris, 75006
France

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      420

			

		
		
		
			Abstract Views

			    2,321

		

		
		 
		
			Rank

			  128,478

		

		
	


	

	
		
			
				       56 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Capital Markets: Asset Pricing & Valuation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Asset Pricing & Valuation eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,023

                                    

                                    
                                        PAPERS

                                           32,409

                                    

                                

                                
                            

                        

                    

                
	
                    International Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              984

                                    

                                    
                                        PAPERS

                                           24,637

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        The Term Structure of Interest Rates

                        
                            By
                                
                                
                                    
                                    Robert J. Shiller
                                     and 
                                
                                    
                                    J. Huston Mcculloch
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Yield Spreads and Interest Rate Movements: A Bird's Eye View

                        
                            By
                                
                                
                                    
                                    John Y. Campbell
                                     and 
                                
                                    
                                    Robert J. Shiller
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Cointegration and Tests of Present Value Models

                        
                            By
                                
                                
                                    
                                    John Y. Campbell
                                     and 
                                
                                    
                                    Robert J. Shiller
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Parsimoneous Modeling of Yield Curves for U.S. Treasury Bills

                            
                                By
                                    
                                    
                                        
                                        Charles R. Nelson
                                         and 
                                    
                                        
                                        Andrew F. Siegel
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Estimating and Interpreting Forward Interest Rates: Sweden 1992 - 1994

                            
                                By
                                    
                                    
                                        
                                        Lars E. O. Svensson
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Estimating and Interpreting Forward Interest Rates: Sweden 1992-1994

                            
                                By
                                    
                                    
                                        
                                        Lars E. O. Svensson
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Changing Behavior of the Term Structure of Interest Rates

                            
                                By
                                    
                                    
                                        
                                        N. Gregory Mankiw
                                         and 
                                    
                                        
                                        Jeffrey A. Miron
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Term Structure of Interest Rates Revisited

                            
                                By
                                    
                                    
                                        
                                        N. Gregory Mankiw
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Do We Reject Too Often?  Small Sample Properties of Tests of Rational Expectations Models

                            
                                By
                                    
                                    
                                        
                                        N. Gregory Mankiw
                                         and 
                                    
                                        
                                        Matthew D. Shapiro
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Drawing Inferences from Statistics Based on Multi-Year Asset Returns

                            
                                By
                                    
                                    
                                        
                                        Matthew P. Richardson
                                         and 
                                    
                                        
                                        James H. Stock
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.104 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
