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Krugman-Obstfelds vaxe kur sdefinitioner

Real vaxelkurs: relativpriset mellan varor i olika lander

Nominell vaxelkurs: relativpriset mellan olika valutor

Véaxekursen kan matas antingen som antal enheter utlandsk
valuta per enhet inhemsk valuta ($/kr) eller som antal
enheter inhemsk valuta per enhet utlandsk valuta (kr/$).

Bada konventionerna anvands.

Krugman-Obstfeld méter i antal enheter inhemsk valuta per
enhet utlédndsk valuta (kr/$). Mankiw gjorde tvartom.

Med Krugman-Obstfelds definition

ET kr/$T Depreciering (devalvering) av kronan
El krigl Appreciering (revalvering) av kronan

Precis som den nominella vaxelkursen kan definieras pa tva

sétt, kan den reala vaxelkur sen ocksa gora det.



K rugman-Obstfelds definition av den reala vaxelkur sen for

kronan (Sverige)

PusE/ Psw

Pus= amerikanskt produktprisi $
E = vaxdkurs (kr/$)

Psw = svenskt produktprisi kr

M ankiw hade omvand definition:
PswE TPys
E ‘= $/kr

Med Krugman-Obstfelds definition

PusE/ PswT

Real depreciering (svenska varor relativt sett billigare)
ET, PusT dler Pyl

PusE/ Pawd
Real appreciering (svenska varor relativt sett dyrare)
Ed, Pusl dler Pgy T

Vid givna priser leder nominell deprecieringtill real depreciering

och nominell appreciering till real appreciering.

Pa kort sikt bestdmsreala vaxelkur sforandringar i huvudsak av

de nominella vaxelkur sfor andringar na.



Finstilt om real vaxelkurs

e Enligt den vanligaste definitionen ar den reala vaxel-
kursen relativpriset mellan utlandsk och inhemsk
utgiftskorg (konsumtionskorg)

¢ Krugman-Obstfeld behandlar egentligen den reala
vaxelkursen som relativpriset mellan utlandsk och
inhemsk produktion

- skillnaden &r att export ingar i ” produktionskorgen”
och import i ” konsumtionskor gen”

e Termsof trade (bytesforhallandet) ar relativpriset mellan
export och import

- 1 Krugman-Obstfeld utvecklas alltid " terms of trade”
och relativpriset mellan inhemsk och utlandsk
produktion pa samma sétt (efter som det bara finnsen

inhemsk och en utlandsk vara)



Figur 1.2: Bytesforhallandei Sverige gentemot évriga varlden 1980-2005 (index 2004=100)
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Figur 1.3: Real BNI och BNP per capita 1980-2005 (index 1980=100)
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De stor a aktorerna pa valutamar knader na

Banker (interbankhandel)

Storforetag (multinationella koncer ner)

Andrafinansiellainstitutioner (pensionsfonder m m)

Centralbanker

Arbitrage

Alla vaxelkurser maste vara korsvis konsistenta

Spot exchangerates (avistakur ser, “ spotkur ser)

e Forward exchangerates (terminskurser)

e Forward contract —avtal om att kopa €eller sélja valuta
vid en viss framtida tidpunkt

e Futurescontract — kontrakt att kopa eller sélja valutactill
en visskursvid en viss framtida tidpunkt som kan kopas
eller sdljas

e Option —ratt att kopa eller sdlja valutatill en visskurs
vid en vissframtida tidpunkt

e Swap — kombination av avista- och ter minsaffar



Spot and Forward Rates
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Figure 13-1

Dollar/Pound Spot and Forward Exchange Rates, 1981-2004
Spot and forward exchange rates tend to move in a highly correlated fashion.

Source: Datastream. Rates shown are 90-day forward exchange rates and spot exchange rates, at end of month.
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Efterfragan pa valutor

e Placerarnaéar intresserade av den reala avkastningen
(nominell avkastning, dvs. ranta, minusinflation)

e Men vid jamforelser mellan placeringar i olika valutor ar
det den nominella avkastningen som spelar roll for en

placerarei ett enskilt land

Relevanta faktorer

1. Nominell avkastning
2. Risk
3. Likviditet

For OECD-landerna ar det i praktiken bara den férvantade
avkastningen som spelar roll, risk och likviditet ar i stort

sett densamma.



Jamvikt pa valutamar knaden

Tank i termer av en amerikansk placerare som gor

jamforelsernai dollar

Rantai USA: Rg
Ranta i euroomradet: R

Forvantad vaxelkursvinst av europlacering: (Eg. - B, )/ B,

Forvantad avkastning av europlacering: R, + (Eg .- By )/ By

Avkastningsdifferens: R$ - R - (E§,€— E$/€)/E$/€

Ranteparitetsvillkor et

Ry = Re + (Bge— By Bye

En hégrerantai USA an i euroomradet maste motsvaras av

en forvantad valutakursvinst pa europlaceringar

RJs N Re >0 e (E§/€— E$/€)/E$/€>O'



The Current
Exchange
Rate and

the Expected
Return on
Dollar
Deposits

Figure 13-3

The Relation Between the
Current Dollar/Euro
Exchange Rate and the
Expected Dollar Return on
Euro Deposits

Given EZ¢ = 1.05 and

R = 0.05, an appreciation
of the dollar against the
euro raises the expected
return on euro deposits,
measured in terms of
dollars.
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Determination of the Equilibrium
Exchange Rate

Figure 13-4

Exchange rate,
Determination of the €
Equilibrium Dollar/Euro N : illi
Return on o one Is willing to
Exchange Rate dollar deposits hold q it
Equilibrium in the foreign 0ld euro deposits
exchange market is at point
1, where the expected
dollar returns on dollar and N . il t
euro deposits are equal. " 0 one I1s willing .0
Ese "~ hold dollar deposits
Ege - —————
Edet——————
Expected return
on euro deposits

Ry Rates of return
(in dollar terms)
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The Effect of a Rise In the
Dollar Interest Rate

Figure 13-5

Exchange rate,
Effect of a Rise in the Dollar Ege
Interest Rate

Dollar return

Arrise in the interest rate
offered by dollar deposits
from R! to R? causes the
dollar to appreciate from
Ele (point 1) to E2¢ (point
2).

1
Ege

A depreciation

of the euro is E2eA
an appreciation
of the dollar. Expected
euro return
R R Rates of return

(in dollar terms)
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The Effect of an Expected Appreciation
of the Euro

Figure 13-6

Exchange rate,
Effect of a Rise in the Euro Ege
Interest Rate

. . Dollar return
Arrise in the interest rate

paid by euro deposits

causes the dollar to depre- People now
ciate from £l (point 1) to expect the
E: (point 2). (This figure euro to

also describes the effect of
arise in the expected future

$/€ exchange rate.) a
Ese

appreciate

Egye """ —————— Expected
euro return

R Rates of return
(in dollar terms)
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Diagram 3 Styrréantor
Procent, dagsvarden
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Kallor: Nationella kallor och Konjunkturinstitutet.



Diagram 60 Dollarns reala effektiva vaxelkurs
Index januari 1990=100, manadsvarden

Pl

- 120
140 - ==~ === m oo g - 110
100 +-H -~ ------- g --1---§-—------—-- - 100
90 f-------=-"k-----f-mmmmmmm oo M- 4F -t 00
80 1------------- et e - 80
70 rrrrrrrrrrrrrrirrrrirrrrirrirnrrnrinrirrrd 70

7375777981838587899193959799010305

Anm. Ett hogre index motsvarar en svagare dollar.
Kalla: Federal Reserve.



Diagram 62 Kronans effektiva vaxelkurs — KIX
Index 1992-11-18=100, manadsvarden
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Anm. Ett hoégre index motsvarar en svagare krona.
Kallor: Riksbanken och Konjunkturinstitutet.



Diagram 63 Nominella vaxelkurser
o5-dagars centrerat glidande medelvarde
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1) Exchange rate are monthly data, while PPPs are given at an annual frequency. Different PPPs are com-

puted with respect tot the different consumption baskets in the United States, the OECD and Germany.

Sources: European Central Bank; Federal Statistical Office; OECD; Ifo Institute calculations.

EEAG Report 2007
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Sambandet mellan icke kurssikrad och kurssikrad ranteparitet

non-covered and covered interest rate parity

Tank i termer av amerikansk placerare som Overvager
placering i euroomradet med viss|optid for att sedan véxla
tillbaka till dollar (antingen via spotmarknaden eller

terminsmar knaden)!

| cke kurssakrad ranteparitet
R=R"+ (E°-E)/E

Kurssakrad ranteparitet
R=R*+ (F-E)/E

F = terminskursen

(F —E)/E =terminspremien pa euro mot dollar

Om kurssakrad och icke-kurssakrad ranteparitet ska halla

samtidigt kravsatt F = E®,

F <E®= (F —E)/E < (E®- E)/E. Foljaktligen ar den
forvantade lonsamheten av tillbakavéaxling via
terminsmarknaden lagre &n via spotmarknaden. D&
minskar efterfragan padollar patermin, vilket far dollarns

terminskursatt sunka (FT).
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Bestamningsfaktorer for efterfragan pa pengar

1. Foérvantad avkastning jamfort med andratillgangar
2. Risk
3. Likviditet

Arqument i penningefter fragefunktion
1. Ranta

2. Prisniva
3. Realinkomst

Mi=P.L(R,Y)
MY P=L(R,Y)

Real penningefterfragan

Efterfragan pareala kassabalanser

Jamvikt pa penningmar knaden
MS=Me=P.L(R,Y)
MYP=MYP=L(R,Y)




A Model of
Aggregate Money Demand (cont.)

Figure 14-1

= Interest
Aggregate Reai Money rate, R
Demand and the Interest
Rate \

meniem e ] \

The dﬁWl’iWﬁi’d-Siupulg reai \

money demand scheduie \
shows that for a given real \
income level, ¥, real money \
demand rises as the interest \

rate falls, AN
AN

For a given level of ~_
income, real money T~
demand decreases
as the interest rate

Aggregate real

INCreases. money demand

1 /D V)
(i, Ty
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A Model of
Aggregate Money Demand (cont.)

Figure 14-2 Interest

Effect on the Aggregate rate, R
Real Money Demand
Schedule of a Rise in Real
Income

Anincrease in real income
from Y' to Y2 raises the
demand for real money bal-
ances at every level of the
interest rate and causes the
whole demand schedule to
shift upward.

Increase in
real income

L(R, Y?)

When income

increases, real money
demand increases at Aggregate real
every interest rate. money demand

LR Y")
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Money Market Equilibrium

Figure 14-3 |
nterest
Determination of the rate, R
Equilibrium Interest Rate Real money supply

With Pand Y given and a
real money supply of M%/P,
money market equilibrium is
at point 1. At this point
aggregate real money
demand and the real money
supply are equal and the
equilibrium interest rate is
R

Aggregate real
money demand,

L(Ff7

P Real money
holdings
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Changes in the Money Supply

Figure 14-4
Effect of an Increase in the

Money Supply on the
Interest Rate

For a given price level, £ and
realincome level, ¥, an
increase in the money supply
from M' to M? reduces the
interest rate from R' (point 1)
to R? (point 2).

An increase in

the money supply
lowers the interest
rate for a given
price level.

Interest
rate, R

Real money
supply

A decrease in the
money supply raises

the interest rate for a

given price level.

2

Real money
supply increases

\ LAY)
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Changes in National Income

Figure 14-5

Effect on the Interest Rate
of a Rise in Real Income

Given the real money
supply, MS/P(= Q'), arise
in real income from Y' to Y?
raises the interest rate from
R' (point 1) to R? (point 2).

An increase in
national income
increases equilibrium
interest rates for a
given price level.

Interest
rate, R

Real money
supply

Increase in
real income

Copyright © 2006 Pearson Addison-Wesley. All rights reserved.

L(RY?)
| LR Y1)
|
M3 Q") Q2
P Real money
holdings

14-18

17



Linking the
Money Market
to the Foreign
Exchange
Market (cont.)

Dollar/euro
exchange
rate, EyE
"
Return on
dollar deposits
Foreign 1
exchange < Efed——————
market
Expected
return on
euro deposits
\ 0 Rates of return
1 (in daollar terms)
| Ay
[
! L(Ag, Yys)
I
I
|
Money J Mg rI:.lﬁ.s. real
market Pus 1 supply,
(increasing)
.
U.S. real
maoney
heldings
Figure 14-6

Simultaneous Equilibrium in the U.S. Money Market and the Foreign Exchange Market
Both asset markets are in equilibrium at the interest rate R and exchange rate EL¢; at these
values money supply equals money demand (point 1) and the interest parity condition holds
(point 1').
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Linking the Money Market to the Foreign

Exchange Market

Figure 14-7

Money Market/Exchange United States

Rate Linkages Federal Reserve System
Monetary policy actions by '

the Fed affect the U.S. inter-
est rate, changing the
dollar/euro exchange rate
that clears the foreign
exchange market. The

MS (United States
money supply)

ESCB can affect the u.s.

exchange rate by changing money market

the European money supply
and interest rate.

R

S
(Dollar
interest rate)

€
(Dollar/euro exchange rate)

(European
money
supply)

Re

(Euro
interest rate)
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Changes In
the Domestic
Money Supply

Figure 14-8

Effect on the Dollar/Euro
Exchange Rate and Dollar
Interest Rate of an Increase
in the U.S. Money Supply

Given Pyg and Y¢, when the
money supply rises from

M5 to Mig, the dollar inter-
est rate declines (as money
market equilibrium is
reestablished at point 2) and
the dollar depreciates
against the euro (as foreign
exchange market equilibrium
is reestablished at point 2°).

Dollar/euro
exchange
rate, Eg,

2
Ese

Ege

Dollar return

Expected
euro return

Rates of return

(in dollar terms)

L(Fs Yys)

U.S. real
maoney
holdings

—— Increase in U.S.
real money supply
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Changes in
the Foreign
Money Supply
(cont.)

Figure 14-9
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Dollar/euro
Effect of an Increase in the exchange
European Money Supply on rate, Ege
the Dollar/Euro Exchange \
Rate \ Dollar return
By lowering the dollar \
return on euro deposits \
(shown as a leftward shiftin g1 N _NT
the expected euro return N \ Increase in European
curve), an increase in " money supply (fall in
Europe’s money supply Egre . T2 euro interest rate)
causes the dollar to appre- S
ciate against the euro. Equi-
librium in the foreign -
exchange market shifts ~ . Expected
from point 1’ to point 2', but euro return
equilibrium in the U.S.
money market remains at
point 1 0 Rates of return
’ ) (in dollar terms)
$
|
: L(R,.Yye)
|
|
M_us U.S. real
Pus 1 money supply
U.S. real
money
holdings
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Olika tidshorisonter

1. “Ogonblickliga” effekter (dag, vecka, manad)

e Given output

e Given prisniva

2. Kort sikt (1-2 ar)

¢ Flexibel output

e Given prisniva

3. Lang sikt (5 ar?)

e Given output (jamviktsniva, natural rate eller full sysselsattning)

e Flexibel prisniva
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Hur bestams den langsiktiga prisnivan

Jamvikt pa penningmarknaden innebar :
MYP=MYP=L(R,Y)
P=MYL(R,Y)

e Palangsikt nar R och Y sinajamviktsnivaer
e Long-run neutrality of money
e Prisnivan ar proportionell mot penningméangden pa lang sikt

(for dubblad penningméangd ger fordubblad prisniva osv)

Parallell med valutareform: Frankrike (1960). 100 gamla Fr

ersattesav 1 ny Fr. Ingen anledning varfor det ska paverka

output eler ranta (relativpriset mellan konsumtion idag och

konsumtion ett ar senare).



Figure 14-10

Average Money Growth
and Inflation in Western
Hemisphere Developing
Countries, by Year,
1987-2003

Even year by year, thereis a
strong positive relation
between average Latin
American money supply
growth and inflation. (Both
axes have logarithmic
scales.)

Source: IMF, World Economic
Outlook, various issues. Regional
aggregates are weighted by
shares of dollar GDP in total
regional dollar GDP.
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Inflation rate 8

25
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Figure 4.1 Historical Data on U.S. Inflation and Money Growth

Mankiw: Macroeconomics, Sixth Edition
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Figure 4.2 International Data on Inflation and Money Growth

Mankiw: Macroeconomics, Sixth Edition
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Money supply
(paper marks)
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Dollar/euro exchange

Money, Prices and
the Exchange Rates
and Expectations
(cont.)

Change in expected
return on euro deposits

rate, Ege
\ Dollar return
o
2
Ese T <— R~ "7~ —"———————-
Expected
euro return
1
Ese T-—— T
S
— ~—
—
Rates of
0 s Toi return (in
R R

dollar terms)

U.S. real
money holdings

(a) Short-run effects

Figure 14-12

Short-Run and Long-Run Effects of an Increase in the U.S. Money Supply (Given Real Output, 1)

() Short-run adjustment of the asset markets. (b} How the interest rate, price level, and exchange rate move
over time as the economy approaches its long-run equilibrium,

The expected return on
euro deposits rises because
of inflationary expectations:
*The dollar is expected to
be less valuable when
buying goods and services
and less valuable when
buying euros.

*The dollar is expected to
depreciate, increasing the
return on deposits in euros.
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. |
Money, Prices and o ran)

return
the Exchange Rates 2 \ oot | S
: R (. - | )
in the Long Run “ | deposits
Eg,e- I 4 Expected
euro return
Rates of
return (in
dollar terms) | Ry
|
LAY )
LM / ”
Pis 4 U.S.real I
money supply
Mol __ ¥ __
Pls
As prices increases,
the real money US.real
supply decreases money holdings
and the domestic (b) Adjustment to long-run equilibrium
interest rate returns Figure 1412
to its long run rate. 5 a1 474 Y . 16 AL o i
over time as the economy approaches its long-run equilibrium,
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(a) U.S. money (b) Dollar
supply, Mo interest rate, Ry
2 - 1
MosT— — T Ag 1
y |
us
] R2+— —
| |
| |
b Time [ Time
(c) U.S. price (d) Dollar/euro
level, P, exchange rate, Em
B 1
Post—————= 3 |
Egel — — o
Pl
us . |
| Esge |
|
& Time f Time
Figure 14-13
Time Paths of U.S. Economic Variahles After a Permanent Increase in the U.S. Money Supply
After the money supply increases at t,, in panel (a), the interest rate (in panel (b)), price level (in panel (c)), and
exchange rate (in panel (d)) move as shown toward their long-run levels. As indicated in panel (d) by the initial
jump from El. to E2,. the exchange rate overshoots in the short run before settling down to its long-run level,
Ele.
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Hur brafungerar vaxelkursmodeller som prognosinstrument?

Modedllernafungerar battre palang sikt an pa kortare sikt

Basta kortsiktsmodellen ar en “random walk” :
Ei=Eu.it+ &

& ar en dumpterm med vantevardet O

Som med allatillgangspriser (inkl borskurser): all tillganglig
information ar diskonterad i priset.
Endast ny information (som definitionsmassigt ar okand i

nulaget och foljaktligen helt sumpmassig) kan &ndra priset.



Exchange Rate Volatility

Changes in exchange rates and price level
ratios—U.S./\Japan (percent per month)

20%
Exchange rate change
15% U
Price level
ratio change
10%
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Changes in price
levels are less
volatile, suggesting
that price levels
change slowly.
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Figure 14-11

Month-to-Month Variability of the Dollar/Yen Exchange Rate and of the U.S./Japan Price Level Ratio, 1974-2004

The much greater month-to-month variability of the exchange rate suggests that price levels are relatively sticky in the
short run.

Source: | ional M Fund, 1 ional Financial Statisti
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Exchange rates are
influenced by
interest rates and
expectations, which
may change rapidly,
making exchange
rates volatile.

14-39

32



33



