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		Recent studies on general equilibrium models with transaction costs show that the dynamics of the real exchange rate are necessarily nonlinear. Our contribution to the literature on nonlinear price adjustment mechanisms is threefold. First, we model the real exchange rate by a Multi-Regime Logistic Smooth Transition AutoRegression (MR-LSTAR), allowing for both ESTAR-type and SETAR-type dynamics. This choice is motivated by the fact that even the theoretical models, which predict a smooth behavior for the real exchange rate, do not rule out the possibility of a discontinuous adjustment as a limit case. Second, we propose two classes of unit-root tests against this MR-LSTAR alternative, based respectively on the likelihood and on an auxiliary model. Their asymptotic distributions are derived analytically. Third, when applied to 28 bilateral real exchange rates, our tests reject the null hypothesis of a unit root for eleven series bringing evidence in favor of the purchasing power parity. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Half-life, purchasing power parity, mixing conditions, smooth transition autoregressive model, unit-root test, real exchange rate

	
	

	
    

    
	

	
	
		JEL Classification: C12, C22, F31

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Bec,  Frederique and Bec,  Frederique and Ben Salem,  Melika and Carrasco,  Marine, Detecting Mean Reversion in Real Exchange Rates from a Multiple Regime Star Model (June 2004).  Available at SSRN: https://ssrn.com/abstract=556738 or http://dx.doi.org/10.2139/ssrn.556738 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Frederique Bec (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				National Institute of Statistics and Economic Studies (INSEE) - Center for Research in Economics and Statistics (CREST)  ( email )

			

			
			
				
				
				
					15 Boulevard Gabriel Peri
Malakoff Cedex, 1 92245
France

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Cergy-Pontoise - THEMA  ( email )

			

			
			
				
				
				
					33 boulevard du port
F-95011 Cergy-Pontoise Cedex, 95011
France

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Melika Ben Salem

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				UniversitÃ© Paris-Est Marne la VallÃ©e (UPEMLV)  ( email )

			

			
			
				
				
				
					France

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Universite Paris Est  ( email )

			

			
			
				
				
				
					Batiment Bois de l'Etang
5 rue Galilee
Champs sur Marne, 77420
France

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Marine Carrasco

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Montreal - Departement de Ciences Economiques  ( email )

			

			
			
				
				
				
					C.P. 6128, succursale Centre-Ville
Montreal, Quebec H3C 3J7
Canada
(514) 343-2394 (Phone)

				

				
			

			
				
				
					HOME PAGE: http://www.sceco.umontreal.ca/liste_personnel/carrasco/index.htm
				

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [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

				      238

			

		
		
		
			Abstract Views

			    1,659

		

		
		 
		
			Rank

			  234,683

		

		
	


	
		
            
            	        8 Citations
		

	

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    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

            	
                        
                        

                        
                        
                        Unit Root Tests in Three-Regime Setar Models

                        
                            By
                                
                                
                                    
                                    George Kapetanios
                                     and 
                                
                                    
                                    Yongcheol Shin
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Testing for Cointegration in Nonlinear Star Error Correction Models

                        
                            By
                                
                                
                                    
                                    George Kapetanios, 
                                    
                                
                                    
                                    Yongcheol Shin, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Unit Root Test in a Threshold Autoregression: Asymptotic Theory and Residual-Based Block Bootstrap

                        
                            By
                                
                                
                                    
                                    Myunghwan Seo
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Dread of Depreciation: Measuring Real Exchange Rate Interventions

                            
                                By
                                    
                                    
                                        
                                        Jayasri Dutta
                                         and 
                                    
                                        
                                        Hyginus Leon
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Real Exchange Rates and Switching Regimes

                            
                                By
                                    
                                    
                                        
                                        U. Michael Bergman
                                         and 
                                    
                                        
                                        Jesper Hansson
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Estimation of Nonlinear Error Correction Models

                            
                                By
                                    
                                    
                                        
                                        Myung Hwan Seo
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					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   0.112 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
