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EER Compilation for the Three Major Currencies
Jih-hua Chen
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Economic Research Department, CEPD

Abstract

Effective exchange rate (EER) indexes, which are composite
indexes of many bilateral exchange rates, provide valuable
information for economic decision making. This study examines the
various approaches to the compilation of EER indexes, and considers
the advantages of in-house compilation of such an index. The study
finds that the compilation of different EER indexes based on different
baskets of currencies and different types of price deflators may
provide varying and not necessarily consistent results, but that
nevertheless provide significant insights and warnings to policy
makers. The study also finds that, with the rising importance of
globalization, the incorporation of so-called third-market effects
provides fuller data on market competition to facilitate policy
selection. Moreover, in-house compilation of EER indexes can be
tailored to specific needs, and can offer more penetrative analysis of
relevant fluctuations as a prop to decision making.
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B =R i 3@ F ¢ (The Federal Reserve Board, Fed) ~ ' P & 4143
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' Bank of J apan (2005), Mico Loretan (2005), Tamim Bayoumi, Jaewoo Lee, and Sarma

Jayanthi (2005).
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[ 328 & T b bl4c 1985 £ - £ AT 17 22385 0
1995 2" 2 - 3~ % 941 p flenfrg MEL; 1985 & - £ = L3597
2,944 4R BB 5o 0 1995 £ 3 - £ A 143340 R 5 seenitgk o
Bl- 7] 1973-2005 & % ~ AL B 5~ #4422 Fi2 9 ~ p Fen
TR B 5 a4 B 11985 & =100 kg it )5

(5]= )Bl= 7|57 1994-2005 & % % %5 A g~ ~ pIF~4c £
ML EBE A R By g > XL S o iea 3B 11994 £ 1
=100, hdglicit A o BY E AR p FlEF i MBNR A
1995 # 4 7 (75.0) > BB B4 1998 # 8 7 (129.7) ; 2 A A Hm ~ %
Foeg M BE IR A 1995 £ 7 7 (82.8) 0 H B ELR] & 2000 £ 10 *
(130.6) = 1994 & 1 » % 2005 & 12 * » ¥ ~%tp F]= & 6.49% >
HES S £ AR AR BT R LE 145% ~11.9% ~ 7.2%
260% - FHEAFLBEROEFREE > ok 3 S EFEE 0 B

R ST TR S

P k- F e R LR o 4R E 3% 5 (direct rate)? ;U A& T
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CEEFAZ g sl &.WW% ﬂv&%ﬁ % v 24 )ﬁ’i ] P..m% LGN 20 r*w F'&ij-?ﬁi‘
(indirect rate) = ;% & 1 > » ,T*L'fv'\'—— -Ef AR RRT RS R

- 4((Economic Research 2" ¢




EREEERBREREBIER G EHN :! .

B — 1973-2005 X TERHNEL(1985=100)

130

100

70

T T E R

1973 1975 1977 1979 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005

TR KR AT RBEAR? LRQFRT TREEREH -

B — 1994-2005 & T ERMNE(L(1994.1=100)

140

130 +
120 +
110 +

100 R

90

80

70

T T T T T T T T T T T
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

FHRAR: AP IREAR? SRR FTREEZEH -

o242 % ("Fconomic Research ). 5




IR = 17

dod - #7575 1995-2005 & 0 FAALF AL p g LA
51921 17.19% > fe 5 4 AR R F A 1.990 « 4% F 145 i
%;?ﬂ—%%%ﬁ’%“%ﬂ BRI R RS IR e R
FEAR o kR ZdeP N e R R ? G ER
TR F R EMPN LD F o F (A - ) PR E AN
TF AP E A 19.6% HA & R E05%GEAZ 14 F);

4R Fed Bl ¥ A e A gl £ AN L GRS

far
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x— ZEnSEEREEFBANERLB(1995=100)

& ‘;1‘] _;;u%‘—%%?g}} -%"“r'fl 3
imc | AP [ R R [ FapE \ L& P
1995 100 100 100 100 100
1996 103 116 100 105 105
1997 115 129 99 113 113
1998 117 139 99 125 118
1999 123 121 99 125 116
2000 142 115 99 129 122
2001 146 129 99 136 129
2002 139 133 99 137 127
2003 116 123 99 129 11
2004 105 115 99 123 102
2005 105 117 98 120 101

= 5 % #(%)

1995-2001 46.2 29.2 0.9 35.9 29.0
1995-1998 16.8 39.2 0.9 25.1 17.9
1998-2001 25.2 7.2 0.0 8.7 9.4
2001-2005 28.1 9.4 1.0 -12.0 22.1
1995-2005 5.1 17.1 1.9 19.6 0.5

FARKR: FRWIEFLEE (FPFramf) AR LAGF (BE"F) -
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fe 59 8 £ SL3H B o) i 3E(type bias) ©
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BiFET W (parity) s ()= = BI'%E b A £(IMF)& £ J 4245 -

e b ik en® Z# A k4] & (Bretton Woods System) £F F] 1960 +#
RAEFRZRLFFEL - F 1971 & 87 ik 33
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IMF A3 3718 X 4| B 0% v 1% 2 (Article IV B R & ®# 1 p o
EgpEmeIH R IMF 2 E - 7E-(surveillance) ¢ f A =
1983 & IMF At3%ifaim £ 2 333l 4F 4 si(Information Notice
System, INS) » B4 € B Wehj »eFdpdk e
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T H s €& % %3¢ (other important trading partners, OITP) -
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(3.2)
Z MUS i
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(3.4)
Z XUS i

'asiﬂii"q'?ﬁi’}ﬁﬁi(TUs;)ﬂtﬂpi]ﬁ;}ﬁ'k W("”ﬁg—)
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TP L AT R 4 ®en? 2 42{7 (National Central Banks,
NCBs) 7 #3887 b % 74 B ( Economic and Monetary Union, EMU )
v B 0 1999 £ Bl ER ] kRS ot AN A &
1295 M % F ¥ 4117 (Bank for International Settlement, BIS) 33+ &
SRR A RS MR A EL 2T TR RR Tk
14 (theoretical ) &~ | %@ > HE~ % = f 17 $r3F3 P41 3
(A= TSR RiEEk, 2 o 5rg 'k
il ivd ECB f f » 2 F 1 & et 2 hill > 2 -
B Y A RERD > B R RS qpd o R BRRIR ST D

=

B4 s EAzp PR S SRR BRI E (EMU)E B -
(-) %

—1999 & i > MARLHRE € A WS » B ROFF Y BRESF
BR58 S EE o jEA $ X% B ¥~ % EER-12 &7 EER-42 9
Lp oSl LjEd < (B7) & REER éhL JER] 4 4% v
(B=)°1999 #1213 » 2okl FO%T o2 o o A $R
3T E 8P B %~ ¥+ EER-12 ¥# EER-42 «#NEER ¥ REER % jE# ] o

—ECB 325 EER-1282 @2 32 12 F > & LB 7 R~ & B FH
%% - 2001-2004 & % ~ ¥ EER-12 7 CPI-REER # & 22.09% °

> Turner P. and J. Van’t dack (1993), “Measuring International Price and Cost

Competitiveness”, BIS Economic Paper No.39.
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