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WORKSHOP WEEK 9

1) Using the data “dollar sterling exchange rate data”, available on my web page, 

a) plot the sterling dollar exchange rate for the periods (i) 1791-1990, (ii) 1900-1990 and (iii) 1946-1990 (in the workfile box, click on a variable; if the graph is not shown click on view in the series box and select line graph; use the sample box on top of the graph to adjust the sample)

b) generate (i) the log of the exchange rate, (ii) the log of the UK wholesale price index (ukwpi) and (iii) the log of the US wholesale price index (uswpi)

c) estimate the relationship between the exchange rate (erusuk), the UK wholesale price index (ukwpi) and the US wholesale price index (uswpi) using data for 1791-1990

d) plot the residuals and actual and fitted values (in the equation box, click on view and select actual, fitted residual)

e) estimate the relationship between the log of the exchange rate, the log of the UK wholesale price index and the log of the US wholesale price index using data for 1791-1990

f)
comment on the difference in results between © and (e).

g)
now add the lag of the log exchange rate to the regression you estimated in part (e).  Any comments?
