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Figure 6.1 Time-series point estimates of p; (boxes), plus and minus two standard
errors (dotted) and point estimates of E(Asy1) (circles). (a) US-UK; (b) US-Germany;
(c) US-Japan.
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Figure 41 Simulated observations from the Lucas model. (a) The implied gross
one-period-ahead change in nominal exchange rate S;;/S; and current forward
premium F;/5; (in boxes). (b) The implied ex post forward payoff (S;,1 — F:)/S: (jagged
line) and risk premium E(S;41 — F:)/S: (smooth line).

Table 4.2 Measured and implied moments, US-Germany

Volatility Autocorrelation

Slope = S111/St Fi/S: (Fi — St+1)/St S141/St F/S:t (Fi — St41)/S:

—0.293 0.060 0.008 0.061 0.007 0.888 0.026
—1.444 0.014 0.006 0.029 0.105  0.006 0.628

Model values generated with y = 10, 6 = 0.5.
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