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Table 1
Regressions of Quarterly Depreciation on 3-Month Forward Premium
Asipy = a+ B(F, — s¢) + €t
USD/GBP USD/DEM USD/JAY GBP/DEM GBP/JAY DEM/JAY
1976:1-1994:1
&ors -1.340 0.638 3.294 1.622 7.702 1.041
| (0.895) (0.886) (0.964) (1.116) (1.687) (0.648)
Bors -1.552 -0.136 -2.526 -0.602 -4.261 -0.755
(0.863) (0.839) (0.903) (0.782) (1.133) (1.042)

Table 1: Predictable Excess Returns

g1 = o+ B(ie — i) + €41

Currencies 16} o(f) R?

DEM -1.8344**  0.8189 0.05
GBP -2.9537* 1.1214 0.10
JEX -4.0626*** 0.7438 0.16
CND -1.5467*** 0.5305 0.05
CHF -2.3815*** (0.8068 0.09

EW Average -2.5558*** 0.6192 0.09
GDP Average -2.9821*** 0.6223 0.11

Note: g1 = Asip1 — (i — it ). Asey refers to the 3-month change in the log exchange rate. The exchange
rate is measured as net-of-period rate from IFS. Interest rates are 3-month rates as quoted in the London
Euromarket and were obtained from Datastream (Thomson Financial). *** and ** denote significance at
respectively the 1% and 5% level. SUR system estimated from 109 quarterly observations over sample from
December 1978 to December 2005. Newey-West standard errors with 1 lag. “EW Average” refers to the

equally weighted average of the regression coefficients. The last row reports the GDP weighted average.
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