C} 27} Fof ™I
(Multi-Country Purchasing Power Parity)

S
(Kim, Jin-Ock)

= =t

1. Ag
O FoigR7ld HAS A AZEA Yye
1. sd #HA A% 37 (Panel OLS Estimation)
2. GMM(Generalized Method of Moment) 3%
M. %% 2 3(Empirical Results)
I\

LA &

TolEgPTEE o] BN FHIER AR FAFTEIEAA o}F FLF F Ao
o AREe Y d7AFA o FajAYtEL Y EAES A B} ¥
TREATSONN F JYHsA Fevh FuiEPtEAE A AT A Ho oaE o
E8&ol @M 7] 2IVL(FUNEHBLZRE o)gY & AAT AU H
L2e TYPEA FHAGE Aotk @ dlolE(yearly data)E A1g39 Fuiy
Brtde NAG dFdAEd g5 Fuidyrie] Az Y A 2 HA)
"d 15% A= 2dHE A2 vdey Utk & Fojguss 248 49 o "a
o] wo] 2¥HE HE 9 4do] 28 €t Rl

» AZFAGD ALY Ras
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2 MR

ojg} Zo] AT F7] THHEAM olgH PEHLo] TYPP LR FPsE
SEE ofF g, £ FVIFuEH/2REHY HAE ofF A1 12 WEA ] v
T Asid Z7) ZYE LA oJgd HEFEo] ofF AA WEFEAUAN AV 7PH
€2 =8 s @4 ¥4 2HANY AA7 = AL Rogoff(1996)= +
v} g g7t 424 7 (PPP puzzle)dt 2 ¥ &},

ol FEA AFdFAE= AYAHA 3vle F P4 Hd(money neutrality proposition)
& AAFE Aol At 3l FHAMA 5A ojd Yo FFHAT oA
FUi7tA A8 (2 HEE Tyt Hahol G A £ k. ¥E
SAEAA F3 Ex FEFHo AAPLY ¥F FFL MAE Re sH9Y
d2dol EAste drlolAelth o] R @-&o] vpA] A7 (asset price) MY WE
871 gEolt. otgtA FdrziEA 4A8Ee WA 3324 2e 837
o] tAFHolFA AFr|Hoz FujFYside] AU & & Yk

ojd] wWrale] FujFriHe HAE WYY HAAFLE MY LAV
WEA7E dA3F(real shock)o] Fi7ldQ) AAGLe) M e F23tA "o
Tebd BEZHAEG HAFH0] $AT AAdHE Fulagstde] B} Sojux @
< d%o] A & F gl

AMALENE T3t FeiFYIE S X5 HME Z71e] ANALRARRE A
&3t Aolg. B9 AAL dvolHE o)l&do TolyYstde AR AYH A
TE 2% Frankel(1986), Froot and Rogoff(1994), 228l Kim(1990)5¢] itk Foj
HAY7HEE AAE7] A% o st Wyge g HolHE AHgdte o 27t P
¥ %3 7Hmulti-country PPP)& AAsE Zolth o F71 Hd dolelg o] §3te
WHY7IdE HAY =8 o2E Hakio(1984), Frankel and Rose(1996), Engel,
Henderickson and Rogers(1997)%°] Attt #7]13te] AALAEE AHRdle Fojdysy

1) Dornbush(1976) o 2|3td WFFEATS AN 7175 AAAo] EAstE @r)oA A=H
Z 2 F(permanent money supply)®] 7t 7@€ S A44AA HEREL A FYBE
(Tl FrtEE) oldez AeAyezs HEHEe AAHnominal exchange rate
overshooting)7} dojdot. olajd YEPL 9 HAle 71A9 AR Eae Fr|dA 3}
7] FYV/E FFELE F£YP Pl vhAo| Stockman (1987)8) FYEH H2o| sy £33}
AN 2 PEFHLS 4UtAY HAFL(ZUPE FoiPHsle Hah)o] gL o
A2 X3ta AAFATe] AP A&HoE gL vt o) gaE BPEL=
AAe FHolF HARL UEPHE AAH ErzAY FAHL wadd Rojghrug
T 9T7H $4E& 24 42434 FoAS B H Aeg 71EF T Qo
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o =7 FeigdHEstd 3

7t & AAsA & ZF§ di7f dddelE(yearly data)E AH&3=dl ozl 1009
ojl4tel Aw7t Wasttd o471 FAHES T BEIT Tt FEAEI 1 ZEE
AEoA HEFLAZZ £+ 2 FUYHIZ FHFH] Joifthe Aotk JFEE
o] Foiz FgAT we Y2A AFIGE AMNE Mussa(1986)°1F ZF <2
Apdoltt, e AFGE] RHPEATI M Bt AFEEATS AN & HE
A dEgdes AL B4Fa Uoh. Foi€Prt2RE HAUL 248 A 4¥8E
29 2A&T7 FEAZvY 2A Yehdr] dEd FelERbEE A A6 A
3t A7) dHolHE YEHOE AEdE e EA/ dEdes AE ¢ F Utk

olof wtsle] Ao E AL T Hfode Ho: FRALY FTH R ddd o
€ dolg Alg9 EAHE AYY & Uvh EF FuigHMEAY HAL AT EA
Eo R ot ZET FAL AT FES volHE ¥ F U4 A
vatd dddele g ALEE A$ F71% gD ol(cross sectional variation)E X
F5Ao £84¥ 4 A7) W&otk Frankel and Rose(1996)= EHEFZAA7L B
AP 1973d olF M AFE(developed countries)Ztll® iy FelgPrido] 49
& Wd #2743 % (panel OLS estimation)& F389 BoF 3 gtk olg& EF
o] YANFAFE 47 et FHEF A W (instrumental variable estimation)&
AH8-3 Tt

E =244 ¥d OLS &AW GMM AU S AHE3tq 4d3 Fojdd
714 e AR B =F2 $yFYAL 2 S dyez 37 Wi #Hd
OLS &g AH8¥ A% Fd Wol(cross sectional variation)& &3] &%
4 glo] AdA FoAPsIE S ZYsA ARNYE £ Q' FAC LAY F 3o o
B¢ FAPE FEE7] 9 GMM FAHHE AHS At GMM FRWYE A
£ ¢ Foj EEARE FEI LY & Y2 FEUSF AHgd e 2AHS
ZEYE &+ JodA Koz dXH1 E&HYU 34 F(asymptotically consistent
and efficient estimator)® 4<& 4 Uth

2) 43B&9 HZ3A(mean reversion) HAS2A ¥ W 21 HPE JAFE(qt)el
AR(1)E ZE Aoz E¥Y £ Utk qt) = ¢q(t-1) + et), 4714 e IRY oln. ¢
o] 233 ¢ed H2AH EZFHAHasymptotic standard error)= 9oF ((1-0e2)/N)1/2 o]t}
HEAAE AR 98 a2 A A (unit root test)E ¥ W 2 YAgE 29308 4
Asta Fujdgzie a7 uid 15% AE(9e=0.85) AEEHE Re2 AASHE N= 106
o] "t} kst (Pe -1)/((1 - 0e2)/N)1/2=293 °]7] H&o|rh
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& =RdAe vmg FHoE o 19749 195E 199%d 1297448 BRI
(sample period)2.2 3t ¥'d ©lojE{(monthly data)& 7} FEIHYAHYE, 3=,
LA}, Ak, HA)olA A Fol &7 (relative version of purchasing
power parity)o] A H3teA AFE HASAUTG A 2%olM FojEPstH AR S
AT AFZALHES L8 o 71 FuidYsIE S AR5 98 AFAEA
WHEeR Hd HAA5F(panel OLS estimation)®' & GMM(Generalized Method
of Moment) WY& LMttt AAAHI} Al 3% 2/4HU}. AAZFAHE v
2 Ry FeHgGAANN F FEIES FulAFE S FHEA AR A 2
Aot

I. 7937 A4S AT AFEA dge

TulE B S FA7] A8 AFAA BHEl Ay A} e, 2 FAME
e o S/ FoEYs e HAE A% wWd H2A453%(panel ordinary least
squares)'$ ¥ ¥ GMM FAHY L AHHE 2 G}

1. 49 HAX455EH(Panel OLS Estimation)

Foiggstdel ARHE ®ol7]l AMME 710 AAL dolHE ALEsE ¥
W3 o 27 sddclgE Agste wyel Ut sddolHE ¥esd o 2t
FulEHEe AR A shvbel WHE olest e Auy TuAYYL A
Rshe Rolth.

Aey = B(Ap(t) - Ap*(t))i + {SODi} + € 1

A71A le(E T&(ZTHEZ ERY FUTEN WAL L A DZEIIY
WS, Apx)E P AUZlel E7te] WHEE, D F/HER DAED do)

W4 (country specific fixed effect dummy variable intercept)e] I &(t)E= A H Q)
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¥ 3} (stationary disturbance term) ©]th.

oA Foiggrside] AYaly) A E ndgde AP Holojo gt )AL A
A Fojgyride) Ad&Hog AYY £ AL FriYHYIEZREHY HAE vE
W g7t AE3AHIAAN GAHoojof & ouigdd, EF FdiH FelyyrsiAd
o] 4@sly] AT Brh 1 olojof @t} i FolFF iAo oA Ful=7te
E717F Fo1A AeolA mlFe] E77F 1% 78R vixe dEstAE FAlC 1%
sggcte Aotk £ AUFe Brst vz vt 1% F7HEHR vixe &7t
AE FAd 1% A5FdE Rojth & FZHL] HMFELS F YAzt A& M
apol & ¥k Ao Hh

A4 2R B} 10]8tE= AT (null hypothesis)& T3 ot ol ZAx
= Ay Fojggridg ZEaA AAsE Rl 2oy A (Vg FA337] AsA
cae Hd H2ASEAPHL At ol diF OLS FAAZ AAFHA
(consistent estimate)7t 171 $i8lME AEd o)A o7t @Y FHAATL 8
ojof @t} ol F ZAE sty Yty WL H E/PAGEY AolE TE
ez g8ty 38 + o

A (DL AAH Brle wago] §2ugd J¥E wAE AL AAR dx
At sAT &3 E77F AA WolM FA ZAAHE WA (endogenous
variable)Z ZF33E 2w 3}&L A W4 (explanatory variable)2 331 E7FRSE
& Z & w4 (dependent variable)Z #ta JARAAL HAY + Uk f2AE oA &
Zorste 4 (Dol @ Qe 2 A(reversion regression)& FH3ATH

2 GMM(Generalized Method of Moment) 3

HUgole e B&ae sustd HdH2AS FAPYS AHSs] FdA T
H7de AAE A AF2/M4st Aow Yod Wol(cross sectional variation)&
283 @48 4 Aot oo WBad GMM FFAL ALSsE HaAe FAYH
o Mt MU} 23 FEARE YE4Y 4 U1 ASHoR dAHT AEAHA F

3) B7} 10] ohetz MM HUA FoldRst AEaA genn edE £E Aok Ay
W wegdel YT AU Esht g BY HolHs LFemonE THY £% U7
o g ol o},
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AFE 27 gEoloh

T R7L TR FAHE RN AR vFe FE202 ¢ Uy
FAY F7HLE, @, A=Al AR, "eW)Ee & =ujEAFE ALE
A FFE F502 ¢ o I/t FulEYE e 4E A Fel(implicit form)el A
FRYoR HYIHA 4 (2)9 2o

Aejapan(t) -a -B(AD(t) - AD*japan(t)) = Ejapan(t)

Dexorea(t) —a —B(AD(t) ~ Ap*iorea(t)) = Exoreaww

Aeindinesia(t) ~a —B(AD(t) — Ap*indonesia(t)) = Eindonesialt) (2
Aeingia(t) -a  -B(Ap(t) - Ap*india(t)) = Eingialt)

Aephitippines(t) —a —B(Ap(t) - Ap*phitippines(t)) = Epnitippines(t)

A71AA elt) = SHEA FAZ7} i9] 3] Ftolx, i= japan, korea, indonesia,
india, philippines °]tt. E& p*(t) = AU Z7} 9 EojE7 Folu}

249 R A4 4L oI YR FuH FogPrtE, F AA e uIy G
=9 duA FeigPstE, A AR e I Axy Aol AUH FuiPHslE,
d A & v33 ddote] Ajd Fuig s, vigez oA WA ge n
=3 gede] JdAd Feigyrig Jetyan gl

Wepo) FdiA FolPHrtE g FYA ARE7] AsME a=0 o]z P=1 o]ojo}
ot 24 ast Brt Fo4R FeolM AdiFH Foig@te) g £33 oAe o
(zero)o] Hojol Ao}, o] FulAHYrldoe] AF Moz AYY &= dxn 1 A
7t BEAL2 F(zero)ol L YA Holojof s AL YujF UL FFH02
Al dYsolof gt 5719 FelHH @A Ut ol o 7t FujH YA
o] 24 a9} BE GMM(Generalized Method of Moment)3& 44 a o2 24317 93t
o 4 (3)3 Fo] RWE F<(moment function) ¥(z(1),0)E F<el 3}

ERE grolAd xie €I FdF7L izt AL ¥R e Yoz o
AAJA AALIEAM 2o BEFPFOZRE Y B U £33 JdNE o
(zero)o] Bo. 24 09EH7L FoR HHdA ¢ 2HE @49 $848 /Ui 9
(zero)d 87} dvh. 24 0H9EE FA317] 1A Hansen(1984), Chamberain(1987),
Newey and Mcfadden(1994)¢] A& A< GMM FAWHE & w3t =4 08 243}
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71 9AME oldlie F4E FAHAIE 08 Folof ot

—  Aejapan(t) —a -B(Ap(t) - Ap*japan(t)) —
Aeiorea(t) —a —B(Ap(t) - Ap*iorealt))
Aeindonesia(t) —a -P(AP(t) - Ap*indonesia(t))
¥(z(t)B) = Aeingia(t) —a —B(Ap(t) — Ap¥india(t))
Aepnilippines(t) —a —B(Ap(t) - Ap*philippines(t)) (3)
Xindonesia(t) — mean(Xindonesia(t))
Xindia(t) - mean(Xindia(t))

Xohilippines(t) — mean (X philippines(t))

—  Xyorea(t) - mean(Xkorea(t)) —

A71M z(t) = (Aejapan(t), Aexorea(t), Aeindonesialt), Aindialt), Dephitippines(t), Ap(t), Ap*japan(t), A
D*korea(t), Ap*indonesialt), AD*india(t), Xindonesia(t), Xindia(t), Xphiippines(t), Xxorea(t)); 8 = (a, B);
xi(t) = Aei(t) - (Ap'(t) - Apxi(t), A ie 47 AxulAlel, o}, WAHR I3 &
Yeldth: & & iF $3te d8EAE, pyE | J7He EFECIR, pu LB
E7l¢Eo)th mean(xi(t)E xi(t)e] EEH Aot

mine Qw(B) (4

A7)H QuB) = (e ™(z(1),8)) *W (S N¥(z(1),8), W 7135 ) H(weighting matrix)
wilel ggggdan F9 & A B35 ¥ (positive semidefinite matrix)o]tt.

E3Z AFZZA(standard regularity condition)slolld QwE FAZHAZ 09 FAF
Bet Y34 F(consistent estimator)e] ¥ T

=48 0,7} &&3A F(efficient estimator)e] H7| HHAME 7tFAEe P W
7t S@ANA T=E(¥(z(1),0)¥z(1),8)")7} S oloF &

Hansen®l 29tA 24w (two step procedure)ol 9j3tA, R WA, dojo 9 A
235 8 W (positive definite matrix) W& 7IX 1 QwE F43AL 08 e Rt
o714 %% 8 ¥ (identy matrix)e] 98 W7t € & U4

HAo 7tZYde gYPde] BEHT Fe=(1/N)3t Uz(t) 8)*¥(z(1) 8o) 7 BT,
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8 EERE

viX|gto g FELS2AHYF 8.5 QB FA2Hgo 2N dojAch olRA 3§ 0.7}
GMM A% Bgmme] @t

GMM $A9 7|& 2ol #Z9W GMM F3 % BgumS TS T o] HEHo
(asymptotically) AT &XE zA .

NY%Bgmm - 8)= AFEX NO, IT'DHE $d88 (5)

o714 T'= E[¥(z(t),8)¥(z(t),0)'], T=E[ o ¥(z(t),0)/ 9 6‘] o]t}

1 A= E5dE (parameter vector)?] 9= FA(Wald test)o] Al ET =4
Elo] s/l MyAekg 718tA, & RO=r (R=(s*k) 838, r=(s*1) fd)ojd } &< vyl
Z3i},

NY(ROgmm - D& ATFEE NO, RYT'Y)'R)S 2= (6)

9 Al 3 A48 @A e (continuous mapping theorem)ol] 98l 9= HAA A FL
olglis} o] X¥(s)& ZHETh

N (ROgmm - 1) (ROYT'Y)R)ROgmm - )& X¥(s) X & 21} 7)
EAEHSe 2Y(dimension)e] EF 09 AYH aAnz FHoad
(over-identification)] F A7} @AsiE Hl, o]& HAE M e 2o FAZS
AL @

N*Qw(Bgmm)©] ¥((m-k)Z 4@ e}, (8)

714 me RHERSF Yo, kE B4 69 xolt),
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g 37F FelEPsEd 9

. 34 43} (Empirical Results)

B ERdAE mRe 2302 sha 1974d 19%E 19969 12877 SRR
FRIHYLR, @2, AU A}, Ao}, WA FuiEYsEel FPsteAE A
Rt

A HaAsaddde A8 23 <E 1> dehd Ao

<¥ 1> #H'd OLS #¥d#

3 A Aex = B(Ap - Ap*)y + (3BDi} + Eir

B 8z R’
0.5644 0.0332 0.1902
3}A 4 (Ap -Ap*)u = BAer + {26Di} + &
B EFHA R?
0.3017 0.0173 0.1997

2rhaslge] 0|8 Mgusz e AAYNA B FHXE 05644 ol #l=
ol 277 1% Z271% w 289 JHXE 056% steetA gk Fdd FoiEg b
2 #FEaA AAs7] JANE pE 1o)ojok @k prt lolge AFIHHA W@ tT
Age -131205 ot} o] AL Brt 1 olgke AF7HMol 10% FAFEAME 714
dos AL ¢ 4 Ao R A9EsE st IAHAAN po FHAE
03017 ot} m=e] w7tz 1% S o w39 FdEs7E 03% FHEGE
Aotk B7t 1 olate AFE/MA WE tFAF S -403642 otk o] EF 10%2
£z A p7t 1 ojate ARE/EE 714YY & njEg F5o2 ste @HAF A
Aol A Fuigride] ZYeA AAHA Ak

HddolHE olgatd Aty FriAYEL 2AY A$ dHeE dE =7t
271 M8 ZASo A Wol(cross sectional variation)& #¥3 ¥EEY & WUS
2a7l SR B FEYRE R 4T & d= GMM FAEE AS
& A}t <E 2> JEY Ut
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10 ERRE

< ® 2> GMM F3x|

8(q, B) S.E. tSA %
0.0401 0.0648 0.6190
1.0772 0.0114 94.3086

F Ot AZFE 2R Folgte AT AF FA eI

24 a9l A& 004010 a7l G (zero)olBte #AF7Hd(null hypothesis)ol T
3 tT A F(t-stastistics)S 0.61902H 10%9] FFEANA AF7Hdel 72145 x &
et 24 B FAAE 1.077201th. 7t H(zero)olgte HAF7MAdo] U t FAFL
94.3086°1tt. HAl 10%9 #o FEA 7|ZE. & pE 9G] otk o) AHAH
7t gujgte vhe v=E8te] dEstdib shA e e FePY ALFIY B}
o g v FdEZY A AR BA LS AAstm g a2y ¢
2o F8 BHL AdH FoigPride HAq Uk

& BHBFAL It Bl MiEtg nFe 77t 1% A4 9 VI 53
ZFA7F 1% stgst=u otk & fr7h 107} st& Aol Brh lojgte AF7HEA o
o t BAFL 6771924 AFIHEL 7|4E. & ¥e vFe FoEste %Y
T Fe FHBAE FAN GdAH FelYHIEE BHEA A HA EEAo B
o e FHe AR F a=0, B=1 olgte 7t & HAFY] A (NE o183
X¥*(2)g Axaac.

2R Q @ 1273301} X¥(2)9 gL 5% FoFFM 5990tk WA 5%9)
o &AM AF/HEL 71ZEr) oy F Afde vIE FHo0E e FHHEA
Ao FhA FoigdgridE ZFYsA AR 2§ Ro| €.

ERERF] YL 9ol 2 AFE 2028 RAEYSFE Hoh E=HU
o] Ft}4] ¥ A g (over-identification restrictions)2 AA37] YA N*xQu(Bgmm)S Al
A AT FHE NeQu(Bgam)®] & 654673010k XA e 5% f-2 FFolA
140701t} Watd 5%9 %o & RAEFSEI HFosiA AAHUGE AL}
AL 7145 A
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o 27 FeiEHEsbd 11

v. 2 &

B =8 dAE 1974d 195 1996 129744 v=& FHo2 & FHIFAY
(QE, &, Ao}, A}, WM Fia FeulPWride] YHARE 3
Aagth. #®g OLS A4 o&d vFe FdEsst 1% 374 o v ¥
FH7tAE 056% 3t st Aoz ey o

njZel Aud ErMd4sc) €A gy P JudA de RE ¢+ A
o AdAH Fuidgde YA AR e FAAH 7t e ¥E
o] w3zt 111 dig @A AEsior Sed o fAs AHEHA FUoh

Fujggsd g AR 7] A HduoEHE ALEsE olfE EEFAA UM
Y Ho|§ 283 BLY F 3V WFolth dFeg e 7Y U HE A
Sde Pgd WHolE FR3I E4Y F Utk

olglg EAHWE FE3Y #AAM GMM FAMHE AHEEAY GMM FAEHE
Al A9 FEANE 223 £4% £ d& FAol Ud =T FIAHo= UA
93 284 2AFL AL 4 Utk GMM F42AFo) 2d nFe FoE7ist
1% Z718 A4S 2a7ixe 1.0772% st & $&34 iy 2719 WE)
299 g9 ARVAE BYT AT F&o WEH} FAEZF AHIQD WHE
BAE BoAE R} vFL F2o2 ¢ FUHFASGAM FuiHHNLS T
A AR A ReAt o] AN AT HHMDo) FHEHA AAHA X
o] 42+ Balasa-Samuelson 7Hdol ¢J§ Fuigysldel =X AxE & F U
o] 7tAde] o8t VY AALTIIES] YA HE(tradables sector)®] P24l Tl
Zo| H3ld AUHoz w2 Frgdd olE F7te  HEH A (non-tradable
goods)e] 7tFo] A&stAA E717t A4ste nZEae] AA7A7L & doh
z FojgRstde 723 Wizt oljde Relo.

Fulggside] AAYL Eol7] fsME Ro AT AFAAYE AEde
Wi gAZse] +8§ didste Ao
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