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[Abstract]

Analysis on Dynamic Movements of Real Exchange

Rates: Focusing on Transition Economies®

CHEOL JONG SONG™

This study analyzes the movements of the real exchange rates in the
transition countries using the dynamic panel data model. Labor productivity,
openness, government expenditure, nominal exchange rate and transition
indicators were considered as explanatory variables. In the transition
economies, the Balassa-Samuelson effect was significant, and the increase in
the openness and the overvaluation of nominal exchange rate appreciated the
real exchange rate. Among the reform policies during the transition process,
small scale privatization and governance and enterprise restructuring have
brought about a bigger appreciation of the real exchange rate. Large scale
privatization, price liberalization and trade and foreign exchange system have
appreciated the real exchange rate as well. However, the effect of competition
policy was insignificant. The dynamic movements of real exchange rate of the
transition economies were similar to those of the developing countries and
different from those of the advanced economies.
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