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ABSTRACT

The objective of this study is to investigate the efficiency of different exchange rate
models for forecasting. The analysis utilizes monthly and quarterly data from Q1 2000 to
Q1 2022. Estimation techniques include, apply Ordinary Least Squares (OLS) to the
quarterly data and use Mixed Data Sampling (MIDAS) to predict quarterly exchange rate
base on both monthly and quarterly data. The empirical findings suggest that the random
walk model is more efficient than the purchasing power parity model within the OLS
framework. However, when compared to other theoretical models such as the uncovered
interest rate parity, the monetary model with flexible prices, and the monetary model
with sticky prices, the random walk model exhibits lower efficiency. Additionally, the
monetary model with sticky prices is identified as the most efficient model for forecasting
the rate of change of exchange rate. The results of the MIDAS regression also support the
previous conclusion that the monetary model with sticky prices is the most efficient.
However, when comparing the same theoretical model (monetary with sticky prices), the
MIDAS regression demonstrates approximately 31.57% higher efficiency than the OLS

regression.
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