Estimation of De Facto Exchange Rate Regimes:  Synthesis of 
The Techniques for Inferring Flexibility and Basket Weights

Data and Stata Code
(Working paper version)

1. General Description of the Data and Regression Output 
1.1 Data

Data source: 
IMF International Finance Statistics and Global Financial Data
Monthly data from 1980 to 2007, including: 

Exchange rate (variable name: [country name])

Reserves (variable name: [country]Res ) 

Monetary base (variable name: [country]MB )

and other indexes, including commodity prices, interest rates et al
Original data is stored in: dataset.txt
We import and process data at the beginning of each .do files

1.2 Regression Output
All output files corresponding to the tables in the paper are stored in “\All_outfiles”, which are numbered according to their numbers in the paper.
You can also replicate all these regression outputs and tables by running stata programs. 

They are stored in .out files, which can be copied from a plain text editor and then converted to tables with Microsoft Office Word. 

2. Setup of Stata Environment
Currently, we use "f:\ER\" as the root directory

You can change this setup at the beginning of each .do file accordingly.

Data source file is imported from: 
insheet using "f:\ER\data\dataset.txt", clear

stata data file is stored as
save "f:\ER\data\wdataset.dta", replace

use "f:\ER\data\wdataset.dta", clear

The following describes all .do files that generate Tables and Graphs automatically in this working paper

3. Regtable_basic.do (generating Table 2)

This corresponds to the basic regression setup of this paper.

Δ EMP is defined as:  Δ[logRes+logEx]
lg_res_er is the name of Δ EMP in stata file and output file
Regression results are outputted to directory "f:\ER\out\"
t1_countryname.out:

is the output of ordinary regression for countryname

For example, 

t1_cny.out
denotes the basic regression result for China (cny). 
4. Regtable_IV.do (Table 3)
(with commodity prices as instrumental variables for the change in EMP in the case of commodity exporters; for others, use world interest rate as the IV)

Regression results are outputted to directory "f:\ER\outiv\"
t1_countryname.out:

is the output of IV regression for countryname

5. Regressions __MB.do (Table 4 and Table 5)
Δ EMP defined as: [res(t)-res(t-1)]/mb(t-1)  +  [exr(t)-exr(t-1)]/exr(t-1)
Regression results are outputted to directory "f:\ER\out_MBemp\"
Table 4:     t1_countryname.out
is the output of ordinary regression for countryname
Table 5:    IV_countryname.out
the output of instrumental variable regression for countryname

6. Regtable_ext1_trend.do (Table 6)
Extension 1

Estimating the De Facto Exchange Rate Regime 

By allowing for trends in level and in the currency weights 
Regression results are outputted to directory "f:\ER\ oute1t\"
7. Regtable_ext2.do (Table 7)
Extension 2
Taking into account the relative variance of reserve changes and exchange rate changes in the computation of Exchange Market Pressure

When Estimating the De Facto Exchange Rate Regime
Regression results are outputted to directory "f:\ER\ out_E2\"
8. Regtable_ext3.do (Table 8)
Extension 3

Entering the change in the interest rate alongside the change in reserves and the change in the exchange rate in the definition of Exchange Market Pressure

when Estimating the De Facto Exchange Rate Regime 
Regression results are outputted to directory "f:\ER\ out_E3\"
9. Regtable_ext4_robust.do (Table 9)
Extension 4
Check for robustness with respect to the numeraire used to define currency 
 (01/1980 – 06/2007)
 (numeraire currency = Swiss Franc)
We use Swiss Franc as the numeraire rather than SDR as before
Regression results are outputted to directory "f:\ER\ out_Ex4\"
10. Monte Carlo Simulation (Table 10)
Extension 5
Monte Carlo Simulation

In this extension, we tried Monte Carlo studies on fabricated currencies -- some constructed with the monetary authorities leaning halfway against the wind of any fluctuations in EMP, and others constrained more narrowly to remain within a Plus and minus 2.5% Band -- to see if the technique gives us the right answer.

We use the true path of the euro, dollar and yen (in SDR) over the last 8 years to make up a currency (abbreviated as MCSA for Monte Carlo Simulation) with certain configurations of weights, and then try to see if we can recover these weights with the methodology introduced in this paper. 
.do files are stored in directory 
MonteCarlo\band and MonteCarlo\leanAgainstWind respectivley. 
Note:
Because we generate data with random numbers, simulation results can be slightly different from the tables in the paper when you run stata programs. 

10.1 leaning against the wind
We need two steps to do the Monte Carlo Simulation: the first step is to generate (fabricate) currency data according to the rules of “leaning against the wind”. The second step is to use the techniques developed in this paper to examine this fabricated currency. 

Please use the programs corresponding to a particular table,
For example, MC_gen_lwind_sek_Table10.1.do and MC_test_lwind_sek_Table10.1.do will generate and test a fabricated currency, generating Table 10.1. 
With stata programs,

The First step: 

Run  

MC_gen_band_sek.do  
generate the data
The Second step:

Run

MC_test_band_sek.do  
This step uses the techniques developed in this paper to examine the fabricated currency. 
10.2 Band
Similar to the case of leaning against the wind,

we need two steps: 

The First step: 

Run  

MC_gen_band_sek.do  

This will generate (fabricate) a pegged currency with a band. 
The Second step:

Run

MC_test_band_sek.do  
This step uses the techniques developed in this paper to examine the fabricated currency. 
11. MB-phasediagram.do
Comparison of Reserve Variability Vs. Exchange Rate Variability
Run file
MB-phasediagram.do, 
Figure 1 will be automatically drawn. 
