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Devwudfw

Wkh Qhz Rshq Hfrqrp| Pdfurhfrqrplfv kdv doorzhg hfrqrplvwv

wr wdfnoh fodvvlfdo sureohpv zlwk qhz wrrov/ zkloh dovr jhqhudwlqj qhz

lghdv dqg txhvwlrqv1 Lq wkhlu dwwhpswv wr pdnh wkh qhz prghov fds0

wxuh hpslulfdo uhjxodulwlhv/ uhvhdufkhuv kdyh hqwhuwdlqhg d ydulhw| ri

dvvxpswlrqv derxw wkh lqwhuqdwlrqdo sulflqj ri jrrgv/ qrwdeo|/ prg0

hov ri sulflqj wr pdunhw dqg ghvwlqdwlrq0fxuuhqf| sulflqj ri h{sruwv1

Vrph ri wkh uhvxowlqj prghov lpso| wkdw h{fkdqjh0udwh fkdqjhv odfn

lqwhuqdwlrqdo h{shqglwxuh0vzlwfklqj h�hfwv/ dqg wkh| wkxv dsshdu wr

fdoo iru d udglfdo uhwklqnlqj ri wkh uroh ri h{fkdqjh udwhv lq lqwhuqd0

wlrqdo dgmxvwphqw1 Wklv sdshu dujxhv wkdw wkh uhfhqw uhvxujhqfh ri

h{fkdqjh0udwh shvvlplvp vwhpv iurp ryhuvlpsol�hg prgholqj vwudwh0

jlhv udwkhu wkdq iurp hylghqfh1 Olnh hduolhu hslvrghv vwduwlqj zlwk wkh

h{wuhph �hodvwlflw| shvvlplvp� ri wkh hduo| srvwzdu hud/ lw lv edvhg rq

d plvlqwhusuhwdwlrq ri wkh hpslulfdo uhfrug1

Nh|zrugv= H{fkdqjh udwh srolf|/ lqwhuqdwlrqdo dgmxvwphqw/ h{shqglwxuh0

vzlwfklqj h�hfwv/ hodvwlflw| shvvlplvp/ lqwhuqdwlrqdo frpshwlwlyhqhvv1

MHO Qxpehuv= I64/ I65/ I741

�Wklv sdshu zdv suhsduhg iru wkh Edqn ri Mdsdq*v 43wk lqwhuqdwlrqdo uhvhdufk frqihu0
hqfh/ Wrn|r/ Mdsdq/ Mxo| 405/ 53351 Mxoldq gl Jlrydqql surylghg h{shuw uhvhdufk dvvlvwdqfh1
L dp judwhixo iru d glvfxvvlrq zlwk Jldqfduor Fruvhwwl1 Doo huuruv dqg rslqlrqv duh plqh1
Vxssruw iurp wkh Qdwlrqdo Vflhqfh Irxqgdwlrq ri wkh Xqlwhg Vwdwhv/ wkrxjk d judqw wr
wkh Qdwlrqdo Exuhdx ri Hfrqrplf Uhvhdufk/ lv dfnqrzohgjhg zlwk wkdqnv1
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5Ehorz L uhvwulfw wkh glvfxvvlrq/ shukdsv vrphzkdw duwl�fldoo|/ wr shvvlplvwlf dvvhvv0
phqwv ri wkh gluhfw +dqg sduwldo, h�hfwv ri h{fkdqjh udwh fkdqjhv rq uhodwlyh lqwhuqdwlrqdo
sulfhv dqg ghpdqgv/ kroglqj lqfrph dqg zhdowk ohyhov frqvwdqw1 Wkxv/ L dp ljqrulqj wkh
idfw wkdw h{fkdqjh udwh fkdqjhv fdq kdyh froodwhudo frqwudfwlrqdu| h�hfwv/ iru h{dpsoh/
wkurxjk edodqfh vkhhwv/ wkdw frxog qxooli| ru uhyhuvh dq| srwhqwldo h{sdqvlrqdu| h�hfw
gxh wr h{shqglwxuh vzlwfklqj dprqj frxqwulhv1 Lq wklv sdshu/ wkh txhvwlrq lv zkhwkhu wkh
sduwldo h{shqglwxuh0vzlwfklqj h�hfwv wkhpvhoyhv duh vxevwdqwldoo| srvlwlyh ryhu d uhohydqw
krul}rq1
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6Ilvfdo h{sdqvlrq/ lq frqwudvw/ fdq eh h�hfwlyh lq udlvlqj rxwsxw dqg hpsor|phqw1
Ehfdxvh wkh grphvwlf fxuuhqf| dssuhfldwhv lq rughu wr furzg rxw iruhljq ghpdqg/ wkh uhdo
surgxfw zdjh kdv urrp wr ghfolqh hyhq wkrxjk wkh uhdo FSL zdjh uhpdlqv frqvwdqw1
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Table 1
Correlations between relative export price and nominal exchange rate (Canada-US)

Sample Period: 1993:03-2001:03

Category Period Average End-of-Month
Food and live animals 0.16 0.27
Beverages and tobacco 0.14 0.15
Crude materials, except fuels, inedible 0.22 0.29
Mineral fuels, lubricants and related materials 0.36 0.30
Chemicals 0.38 0.40
Manufactured goods, classified chiefly by material 0.28 0.33
Machinery and transport equipment 0.84 0.81
Miscellaneous manufactured articles 0.91 0.91

Note: Correlations are defined so that a positive number implies that the price of U.S.
exports relative to Canadian exports tends to rise when the Canadian dollar depreciates
relative to the U.S. dollar.



Figure 1
Changes in real exchange rates and U.S. content levels in sales made by majority-owned
foreign affiliates of U.S. multinationals, selected economies, 1985-89
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depreciation (appreciation) in the real exchange value of the dollar.



Figure 2
Relative Canada-US export price and bilateral exchange rate movements
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Figure 3
Relative Canada-US export price and bilateral exchange rate movements
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Figure 4
Relative Canada-US export price and bilateral exchange rate movements
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Figure 5
Relative Canada-US export price and bilateral exchange rate movements
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Figure 6
Relative Canada-US export price and bilateral exchange rate movements
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Figure 7
Relative Canada-US export price and bilateral exchange rate movements
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Figure 8
Relative Canada-US export price and bilateral exchange rate movements
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Figure 9
Relative Canada-US export price and bilateral exchange rate movements
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Figure 10
Import-industrial price ratio and nominal effective exchange rate movements
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Figure 11
Import-industrial price ratio and nominal effective exchange rate movements
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Figure 12
Import-industrial price ratio and nominal effective exchange rate movements
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Figure 13
Import-industrial price ratio and nominal effective exchange rate movements
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Figure 14
Import-industrial price ratio and nominal effective exchange rate movements
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Figure 15
Import-industrial price ratio and nominal effective exchange rate movements
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Figure 16
Import-industrial price ratio and nominal effective exchange rate movements
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