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Appendix

This study uses the monthly forward premium, change in spot
rate (sw+1 - &) and interest rate differential from June 1995 until June

1999,

Date Forward Change in Interest Rate
Premium Spot Rate Differential

13.1500 0.1200 7.1875
'~ 10.0500] -0.0300 5.3750

77500 0.0800 4.375
8.2300 0.2900 4.8750
9.1900 0.0600 6.8750
8.5700 0.0600 5.1719
9.3000 0.0200 7.3125
10.1800 0.0100 8.8125
8.3200 0.1300 5.1250
6.9800 -0.1400 6.1875
7.8300 0.0800 5.3125
6.3400 -0.0300 4.8125|
6.7800 0.0900 5.0352
6.8500 0.0300 5.2656|
6.5200 -0.1550 8.5586
9.7100 0.0900 5.3125
10.7100 0.1200 7.3164
10.0000 0.0700 7.6250}
10,0700 0.0100 5.9375
10.6100 0.1000 8.0000|
10.5500 0.2500 8.0625
17.0500 0.0100 7.5625
12.7800 0.0900 5.5625
9.2100 0.1400 4.3125
63.5700 -0.2900 11.8125
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Augmented Dickey-Fuller Unit Root Test on CSPOT

e~

ADF Test Statistic ~5.318871 1% Critical Value* -3.5682

5% Critical Value -2.9215
10% Critical Value -2.5983

*MacKinnon critical values for rejection of hypothesis of a unit root.

Augmented Dickey-Fuller Test Equation
LS #/ Dependent Variable is D{CSPOT)
Date: 07/19/99 Time: 09:09
Sample: 1995:06 189906

Included observations: 49

- -

Variable Coefficiet  Std. Error 1-Statistic Prob.

CSPOT(-1) -0.938629  0.176471  -5.318871 0.0000
D(CSPOT(-1)) 0237284  0.143281 1.656308  0.1045
C 0239171 0313742 0.762318  0.4498

R-squared 0.414170 Mean dependent var -0,001502

Adjusted R-squared 0.388698 S.D. dependent var 2.779507
S.E. of regression 2173178 Akaike info criterion 1.611651
Sum squared resid 217.2442 Schwarz criterion 1.727477
Log likelihood -106.0134 F-statistic 16.26054

Durbin-Watson stat 1.929599 Prob(F-statistic) 0.000005

— ———
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Augmented Dickey-Fuller Unit Root Test on D(CSPOT)

ADF Test Statistic -7.302429 1% Critical Value®* -3.5682
5% Critical Value -2.9215
10% Critical Value -2.5983

*MacKinnon critical values for rejection of hypothesis of a unit root.

Augmented Dickey-Fuller Test Equation
LS // Dependent Variable is D(CSPOT,2)
Date: 07/19/99 Time: 09:10

Sample: 1995:06 1999:06

Included observations: 49
Variable Coefficient  Std. Emor t-Statistic Proh.

— —_———
D(CSPOT(-1)) -2.862704 © 0392021 -7.302429  0.0000
D(CSPOT(-1),2) 1.484098  0.323267  4.529071 0.0000
D(CSPOT(-2),2)  0.730222 0.223047  3.273851 0.0021
D(CSPOT(-3),2) 0.489888 0.131608  3.722318  0.0006

c 0.005715  0.309513 0.018464  0.9854
R-squared 0.773995 Mean dependent var -0.000254
Adjusted R-squared 0.753449 S.D. dependent var 4,363257
S.E. of regression 2.186526 Akaike info criterion 1.842701
Sum squared resid 206.5288 Schwarz criterion 1.835744
Log likelihood -104.7742 F-statistic 37.67151

Durbin-Watson stat 1.864048 Prob(F-statistic) 0.000000
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Augmented Dickey-Fuller Unit Root Test on PREMIUM

ADF Test Statistic -1.663298 1% Critical Value* -3.5682
§% Critical Value ~2.9215
10% Critical Value -2.5983
*MacKinnon critical values for rejection of hypothesis of a unit root.
Augmented Dickey-Fuller Test Equation
LS // Dependent Variable is D(PREMIUM)
Date: 07/19/99 Time: 09:11
Sample: 1895.06 1999:06
Included observations: 49
— o —————————— === —]
Variable Coefficient  Std. Error  t-Statistic  Prob.
f = ——— e —— — — m———
PREMIUM(-1) -0.194105  0.114631 -1.693298  0.0872
D(PREMIUM(-1)) -0.342165  0.141566 -2.417001 0.0197
Cc 2661368 2375874 1.120164  0.2685
R-squared 0.244308 Mean dependent var -0.372857
Adjusted R-squared 0.211453 S.D. dependent var 11.41455
S.E. of regression 10.13614  Akaike info criterion 4.691485
Sum squared resid 4726.103 Schwarz criterion 4.807311
Log likefihood -181.4694 F-statistic 7.435711
Durbin-Watson stat 2.061449 Prob(F-statistic) 0.001592
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Augmented Dickey-Fuller Unit Root Test on D(PREMIUM)

ADF Test Statistic -6.854083 1% Critical Value* -3.5682
5% Critical Value -2.9215
10% Critical value -2.5983

*MacKinnon critical vajues for rejection of hypothesis of a unit root.

Augmented Dickey-Fuller Test Equation
LS // Dependent Variable is D(PREMIUM,2)
Date: 07/19/99 Time: 09:12

Sample: 1965:06 1909:06
y Included observations: 49

Variable - Coefficient  Std. Emor t+-Statistic Prob.

—— ——

D(PREMIUM(-1)) -1.688558 = 0246358 -6.854083  0.0000
D(PREMIUM(-1),2) 0.169471 0.144851 1.169168  0.2484
c -0.590483  1.472483 -0.401017  0.6903

R-squared 0.730101 Mean dependent var -0.025102
Adjusted R-squared 0.718366 S.D. dependent var 19.39998
S.E. of regression 10.28642 Akaike info criterion 4.722668
Sum squared resid 4875.798 Schwarz criterion 4.838494
Log likelihood -182.2333 F-statistic 62.21696

Durbin-Watson stat 2037178 Prob(F-statistic) 0.000000
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Augmented Dickey-Fuller Unit Root Test on DIFF

ADF Test Statistic -1.456245 1% Critical Vatue* -3.5682
5% Critical Value -2.9215
L 10% Critical Value -2.5983

“MacKinnon critical values for rejection of hypothesis of a unit root.

Augmented Dickey-Fuller Test Equation
LS // Depandent Variable is D(DIFF)
Date: 07/19/99 Time: 09:13
Sample: 1965:06 1999:06
Included observations: 49

/2 —
Variable Coefficient  Std. Emor  t-Statistic  Prob,
DIFF{-1) -0.102837 0070818 -1.456245 0.1524
D(DIFF{-1)) 0.049337 0.151185 0328332 0.7457
D(DIFF(-2)) -0.043291 0.147862 -0.262782 0.7711
D(DIFF(-3)) 0.311410 0.147107 2.116896 0.0400
. C 0.746577 0.715586 1.043307 0.3025
R-squared 0.124118 Mean dependent var -0.171020
Adjusted R-squared 0.044492 S.D. dependent var 2.523928
S.E. of regression 2.467142 Akalke info criterion 1.802572
Sum squared resid 267.8187 Schwarz criterion 2.095615
Log likelihood -111.1410 F-statistic 1.558764

Durbin-Watson stat 2.060236 Prob(F-statistic) 0.202108
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Augmented Dickey-Fuller Unit Root Test on D(DIFF)

ADF Test Statistic -3.289684 1% Critical Value* -3.5682

5% Critical Value -2.92158
10% Critical Value -2.5983

“MacKinnon critical values for rejection of hypothesis of a unit root.

Augmented Dickey-Fuller Test Equation
LS // Dependent Variable is D{DIFF,2)
Date: 07/19/89 Time: 09:14

Sample: 1895:06 1999:06

included observations: 49

Variable Coefficient  Std. Emor  t-Statistic  Prob.

D(DIFF(-1)) -0.878675 0267100 -3.289684  0.0020
D(DIFF(-1),2) -0.146289 0207927 -0.703462  0.4854
D(DIFF{-2),2) -0.254933  0.143659 -1.774573  0.0827

Cc -0.158825  0.358897 -0.441981 0.6608

R-squared 0.563017 Mean dependent var -0.003367
Adjusted R-squared 0.533885 S.D. dependent var 3.658381
S.E. of regression 2.497673 Akaike info criterion 1.908826
Sum squared resid 280.7266 Schwarz criterion 2.063261
Log likelihood -112.2942 F-statistic 19.32629

Durbin-Watson stat 2.013700 Prob(F-statistic) 0.000000
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LS // Dependent Variable is CSPOT
Date: 07/13/99 Time: 22:54
Sample: 1995:06 1997:06

Included observations: 25

Variable Coefficlent  Std. Error  t-Statistic  Prob,

CSPOT(-1) -0.283467 0.237469 -1.193703 0.2448
PREMIUM(-1) - 0.006728  0.002661  2.528720 0.0188
—_— ]

R-squared 0.085634 Mean dependent var 0.048200
Adjusted R-squared 0.045879 S.D.dependent var 0.119747
S.E. of regression 0.116668 Akaike info criterion -4,215087
Sum squared resid 0.314676 Schwarz criterion 4117577
{og likelihood 19.21512 F-statistic © 2,154030
Durbin-Watson stat 1.735229 - Prob(F-statistic) 0.155739
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Wald Test:

Equation: Untitled
Null Hypothesis: C(1)=0
C(2)=1
%
F-statistic 92691.24 Probability 0.000000

Chi-square 1685382.5 Probability 0.000000
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LS // Dependent Varable is CSPOT
Date: 07/13/98 Time: 22:54
Sample: 1995:06 1997:06
Included observations: 25
L S —
Variable Coefiicient  Std. Emor  t-Statistic Prob.
CSPOT(-1) -0.249917 0.230141 -1.085929 0.2888
DIFF(-1) 0.01031%6 0.004031 2.558955 0.0175
R-squared 0.090384 - Mean dependent var -0.048200
Adjusted R-squared 0.050846 S.D. dependent var 0.119747
S.E. of regression 0.116663 Akaike info criterion -4.220306
Sum squared resid 0.313038 Schwarz criterion -4,122796
Log likelihood 18.28037 F-statistic 2.285665
Durbin-Watson stat 1.734619 Prob(Fstatistic) 0.144194

120



Wald Test:
Equation: Untitied

Null Hypothesis: C(1)=0

C(2)=1
__———“————____—_—_—*—_*
F-statistic 378886.64 Probability 0.000000

Chi-square 175777.29 Probability 0.000000
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m— _
LS // Dependent Variable Is CSPOT

Date: 07/13/89 Time: 22:52

Sample: 1997:06 1999:06

included observations: 25 '

Variable Coefficiant  Std. Eor  t-Statistic

Prob,
M
CSPOT(-1) 0.238834 0.205613  1.162056 0.2571
PREMIUM(-1) 0.006863  0.022867  0.300141 0.7668

” R-squared 0.048260 Mean dependent var 0.439200
Adjusted R-squared 0.006880 S.D. dependent var 3.178581
S.E. of regression 3.167628 Akaike info criterion 2.382585
Sumsquaredresid 2307700  Schwarz criterion 2.480085
Log likelihood -83.25577 F-statistic 1.166255

Durbin-Watson stat -1.882815

Prab(F-statistic) 0.291387
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Wald Test:
Equation: Untitled

Nuli Hypothesls: C(1)=0

C(2)=1
‘_‘___"——_-;—__‘“—_“_—“———-—n_—.——___m
F-statistic 972.85632 Probability 0.000000
Chi-square 1945.706 Probability 0.000000

—_—————— e e ]
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LS // Dependent Varable is CSPOT
Date: 07/13/99 Time: 22:55
Sample; 1997:06 1999.06

Included observations: 25

Variable Coefficient  Std. Emor  t-Statistic  Prob.
CSPOT(-1) 0.226177 0.204642 1.105235  0.2805
DIFF(-1) 0.030137 0.050416  0.597763  0.5558

o —— = ———

R-squared 0.059149 Mean dependent var 0.439200
Adjusted R-squared 0.018242 S.D. dependent var 3.178581
S.E. of regression 3.149455 Akaike info criterion 2371077
Sum squared resid 228.1386 Schwarzcriterion 2.468587
Log likelihood -63.11193 F-statistic 1.445946

Durbin-Watson stat 1.862103 Prob(F-statistic) 0.241413
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r_m__'m

Wald Test:

Equation: Untitied
W
Null Hypothesis: C(1)=0 '

C(2)=1
F-statistic 180.2736  Probability 0.000000

Chi-square 378.5473 Probability 0.000000
k—---~---—------———--..-—---_-_.__.,.._....,_________...__________‘___‘_,4
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System: Untitled

Estimation Method: Least Squares
Date: 07/14/99 Time: 06:54 ‘
Sample: 1995:06 1997:06
%

‘ Coefficient  Std. Error t-Statistic Prob.
:mm

c(1) .0.283467 0237469 -1.193703  0.2387

c(2) 0.006728  0.002861 2.528720  0.0149

C(3) 26.05974 2268272 1.148881  0.25865

C(4) 0987078  0.254151 3.883816  0.0003 ||
Determinant residual covariance 1.018310

Soa S T TS R e
Equation: CSPOT=C(1)*CSPOT(-1)+C(2)*PREMIUM(-1)

Observations: 25

R-~squared 0.085634 Mean dependent var 0.048200
Adjusted R-squared 0.045879 S.D. dependent var 0.119747
S.E. of regression 0.116968 Sum squared resid 0.314678

Durbin-Watson stat 1.735229

Equation: PREMIUM=C(3)*CSPOT(-1)+C(4)"PREMIUM(-1)
Observations: 25

R-squared 0.0260686 Mean dependent var 11.61200
Adjusted R-squared -0.016278 S.D. dependent var 11.08283
S.E. of regression 11.17267 Sum squared resid 2871.057

Durbin-Watson stat 1.282204
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——

Waeld Test:

System: Untitled
Null Hypothesis:  C(1)+C(1)*C(1)+C(2)*C(3)=0

C(3+C(1)"C(3)+C(3)*C(4)=1
Probabiiity 0.008901

|
|

9.443172

Chi-square
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System: Untitied
Estimation Method: Least Squares
Date: 07/14/09 Time: 06:56

Sample: 1995:06 1997.06
_ Coefficlent  Std. Emor  t-Statistic  Prob,

———

c(1) -0.249917 0230141 -1.085929 0.2832
C(2) 0.010315  0.004031 2558955 0.0139
C(3) 9.698140 4211352 2302857 0.0259
C(4) 0.806481 0073760 12.15419  0.0000
Determinant residual covariance 0.041770
Equation: CSPOT=C(1)*CSPOT(-1)+C{2)*DIFF(-1)
Observations: 25
R-squared 0.080394 Mean dependent var 0.048200 “
Adjusted R-squared 0.050846 S.D. dependent var 0.119747
S.E. of regression 0.116863 Sum squared resld 0.313038

Durbin-Watson stat 1.734618

Equation: DIFF=C(3)*CSPOT(-1)+C(4)"DIFF(-1)
Observations: 25

R-squared -0.410686 Mean dependent var 6.471406
Adjusted R-squared -0.472020 §S.D. dependent var 1.759564
S.E. of regression 2.134823 Sum squared resid 104.8218

Durbin-Watson stat 2.000248
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| Wald Test:
System: Untitled

Null Hypothesis:  C(1)+C(1)*C(1)+C(2)*C(3)=0
C(3HC(1)*C(3)+C(3)°C(4)=1

Chi-square 12.39214 Probability 0.002037
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System: Untitied

Estimation Method: Least Squares
Date: 07/14/99 Time: 06:58
Sample: 1997.06 1989:06

—

Cosfficlent Std. Error -Statistic Prob.

c(1) 0.238934 0.205613 1.182056 0.2512
C(2) 0.006863 0.022867 0.300141 0.7654
C(3) : 0.235786  1.016353  0.232002 0.8176
C(4) 0.839232 0.113034  7.424602  0.0000
Determinant residual covariance 2000399
Equation: CSPOT=C(1)*CSPOT(-1)+C(2)*PREMIUM(-1)
Observations: 25
R-squared 0.048260 ' Mean dependent var 0.439200
Adjusted R-squared 0.006880 S.D. dependent var 3.178581
S.E. of regression 3.167628 Sum squared resid 230.7790

Durbin-Watson stat 1.892815

Equation: PREMIUM=C(3)*CSPOT(-1)+C(4)*PREMIUM(-1)
Observations: 25

R-squared 0.274036 Mean dependent var 2204000
Adjusted R-squared 0.242472 S.D. dependent var 17.98991
S.E. of regression 15.65771 Sum squared resid 5638.772

Durbin-Watson stat = 2.116941
L
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e
Waid Test:
System: Untitled

m

Null Hypothesis: C(1)+C(1)'C{1)+C(2)‘€(3)=0

C(3)+C(1)*C(3)+C(3)*C(4)=1
! Chi-square 1.048143  Probability 0.592105
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System: Untitled
Sample: 1997.06 189906

C(2)

C(3)
C(4)

Estimation Method: Least Squares
Date: 07/14/99 Time: 06:57

0.228177

0.204642  1.105235

0.030137  0.050416  0.597763
0.158783  0.202689  0.783382
0.9610068  0.049935  19.24520

Determinant residual covariance

Equation: CSPOT=C(1)*CSPOT(-1)+C(2)*DIFF(-1)

0.2748
0.5529
0.4374
0.0000

Durbin-Watson stat

———

Obsesrvations: 25

R-squared 0.059149 Mean dependent var 0.439200

Adjusted R-squared 0.018242 S.D. dependent var 3.178581

S.E. of regression 3.148455 Sum squared resid 228.1386

Durbin-Watson stat 1.862103

Equation: DIFF=C(3)*CSPOT(-1+C(4)*DIFF(-1)

Observations: 25

R-squared 0.838103 Mean dependent var 10.37404

Adjusted R-squared 0.828977 S.D. dependent var 7.543009

S.E. of regression 3.118402 Sum squared resid 223.8054
1.608337

=
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Wald Test;
System: Untitled

Null Hypothesis: C(1)+C(1)*C(1 )+_C_(2)‘(-:—(3)=0
C(3)+C(1)*C(3)+C(3)*C(4)=1

h Chi-square 3.375205

Probabliity 0.184983
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System: Untitied

Estimation Method: Least Squares
Date: 07/14/99 Time: 07:00
Sample: 1995:06 1997:06

‘ Coefficient  Std. Emor  t-Statistic  Prob.

c(1) -0.268429 0.244183 -1.099383 0.2756
C(2) . 0.002674 0.008623 0.277914 0.7819
C(3) 0.008417 0.014616 0439056 0.8621
C(4) 2582800 23.42151 1.102786 0.2741
C{5) 1.048305 0.923054 1.136775 0.2697
C(6) -0.098502 1.402008 -0.070258 0.9442
C(7) 8.841628  4.425441 1.897808  0.0499
C(8) 0.123733  0.174408 0.709443 0.4805
C(9) 0.716155 0.264906  2.703429 0.0087
TSGR b A et
Determinant residual covariance 2144755

%
Equation: CSPOT=C(1)*CSPOT(-1 HC(2)*PREMIUM(-1)+C(3)*DIFF(-1)
Observations: 25

R-squared 0.093576 WMean dependent var 0.048200

Adjusted R-squared 0.011174 S.D. dependent var 0.118747

S.E. of ragrassion 0.118077 Sum squared resid 0.311943

Durbin-Watson stat 1.731445

Equation: PREMIUM=C(4)*CSPOT(-1)+C(5)*PREMIUM(-1) ﬁ
+C(6)*DIFF(-1)

Observations: 25

R-squared 0.026284 Mean dependent var 11.61200

Adjusted R-squared «0.062235 S.D. dependent var 11.08283

S.E. of regression 11.42248 Sum squared resid 2870413

Durbin-Watson stat 1.293428

——
——

thation: DIFF=C(7)*CSPOT(-1 )+C(8)'PREMIUM(-1)+C(9)'DIFF(-1)
Observations: 25

R-squared -0.378134 Mean dependent var 6.471408
Adjusted R-squared -0.504510 S.D. dependent var 1.759564
S.E. of regression 2.158254 Sum squared resid 102.4773

Durbin-Watson stat 1.875192
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Wald Test:
System: Untitled

e

Null Hy:;the;ls: C(1 )‘0(1)1-0(2)‘0(4)_1-6(3)'0(7 HC(1)=0
C(1)"C{A}+C(4)°C(5)+C(6) CTC(4)=1
C(1)"CTHC(4) CEHC(T)CIO)+C(7)=0

Chi-square 8.658470 Probability 0.034194
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Wald Test:
System: Untitied

Null Hypothesis:  C(1)*C(1)+C(2)*C(4)+C(3)"C(7)+C{1)=0
C(1)*C(4)+C(4)*C(5)+C(6) C(7)+C(4)=0

. S C(7)+C(4)*C(8)+C(7)“C(9)+C(7)=1
Chi-square 7.883186 Probabliity 0.048272 ]
—_———— e
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System: Untitied .
Estimation Method; Least Squares
Date: 07/14/99 Time: 07:01
Sample: 1997:06 1999:08

w

Coeflicient Std. Emor t-Statistic Prob,

C(1) 0.2293086 0.206254 1.111765 0.2703
C(2) -0.056923 0.070616 -0.808101 0.4231
C(3) 0.149533 0.156586 0.954955 0.3431
C(4) 0.101398 0.859582 0.117962 0.9085
C(5) 0051203 0.294297 -0.173984 0.8624
C(6) 2.087408 0.652586 - 3.1986874 0.0021
C(7) 0.1580683 0.207120 0.763145 0.4481
C(8) 0.013087  0.070912 0.184899 0.8540
C(8) 0.933534  0.157244 5.936867 0.0000
m@
Determinant residual covariance 5536612 '

W
Equation: CSPOT=C(1)*CSPOT(-1)+C(2)*PREMIUM(-1}+C(3)*DIFF(-1)
Observations. 25

R-squared 0.086141 Mean dependent var 0.439200
Adjusted R-squared 0.003063 S.D. dependent var 3.178581
S.E. of regresslon 3.173710 Sum squared resid 221.5935
Durbin-Watson stat 1.765881
Equation: PREMIUM=C(4)*CSPOT{(-1)+C(5)*"PREMIUM(-1)
+C(6)*DIFF(-1)

Observations: 25
R-squared 0.504484 Mean dependent var 22.04000
Adjusted R-squared 0.458437 S.D. dependent var 17.98991
S.E. of regression 13.22671 Sum squared resid 3848.811
Durbin-Watson stat 1.126204

o= e ———————— —— —

Equation: DIFF=C(7)'CSPOT(—1)+C(8)'PREMIUM(-1)+C(9)'DIFF(-1)
Observations: 25

R-squared 0.836357 Mean dependent var 10.37404
Adjusted R-squared 0.821481 S.D. dependent var 7.543009
S.E. of regression 3.187040 Sum squared resid 223.4589

Durbin-Watson stat 1.613039
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Wald Test:
System: Untitled

Nuil Hypothesis:

w

C(1)"C(1)+C(2)*C(4)+C(3)"C(7)+C(1)=0
C(1)"C4+C(4)*C(5)+C(6)*C(7)+C(4)=0
C(1)*C(THC(4)"C(B)+C(7)*C(9)+C(7)=1

:

Chi-square

5.662131 Probability 0.135554
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Waid Test:
System: Untitied

——— ———

e

Null Hypothesis: Eu)-0(1)+_c—:(;)*0(4)+0(3rcc7)+0(1)=o
C(1)"C(4)+C(4)*C(5)+C(B)*C(7)+C(4)=1
C()*CT+C(4)* CBHC(7)*C(9)+C(7)=0

Chi-square 1.912647 Probability 0.580755
b . — —
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