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Abstract:

This study aims to measure the impact of
monetary policy—represented by the real
interest rate and broad money supply—on
the real effective exchange rate in the
Brazilian economy during the period
1990-2023. The Autoregressive
Distributed Lag (ARDL) model was
employed to analyze both short- and long-
term effects, with the Error Correction
Model (ECM) applied to capture short-run
dynamics. The analysis was based on
official annual data after verifying the
time series properties and testing for
cointegration. The findings indicate a
significant relationship between monetary
policy variables and the real effective
exchange rate. Specifically, the real
interest rate exhibited a positive effect in
the short run and a negative effect in the
long run, while the impact of broad
money  supply was limited and
statistically insignificant in the long run.
Based on these results, the study
recommends taking into account the time
lags of monetary policy variables when
formulating economic policies, alongside
improving interest rate management
mechanisms and further developing the
foreign exchange market in order to
strengthen exchange rate stability in
Brazil.

*The research is extracted from a doctoral dissertation of the first researcher.
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.(CUSUM of Squares) 32 stxall 8 sall (oS il & sanall g y0 jliidl-o

e JaVlddy gl Clalzall ) i) (530 50 QUL S s (5) 2 sa 5 Ol GoLERY) ()

.(Bajaj ,Singla and Sakhu ,2012,133) Ja¥) 5 juadll cilaleadll
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sdoull) dagiall 1.5
il e (panali o34
O (2) dsia (e s 1 (Pillips-Perrongssus- oualid sas gl jda) &) &) JLss) 1
g paall dpia B J 58 imy Las (g sianall (35 jTa e D yeda 08 S 3 gaill ) yaaia
dlaia ) Al oY lldg (5 fie yue) Bany Hia Ao (o siad <l yuriall o2 o) (A s
Aed A5V 5Ll 3T amy 8 e Canpeal 5 ) gina e Cisla il puriall s2gl LA

(Pillips-Perrong s oald 3as 5l 53s) 4 ) jain) jldal 1(2) Jsas
Unit Root Test Table by: PP

At Level

Variables LNREE INT MON

Intercept t-Stat. 21657 11.3617 11,1965
Prob. 0.2219 0.5888 0.6641
t-Stat. 223522 11,8062 31201

Trend & Intercept Prob. 0.3962 0.6789 0.1164
oo t-Stat. 20.9320 117528 2.1764

Prob. 0.3056 0.0756 0.9915

At First Difference

Variables d(LNREE) d(INT) d(MON)
Intercept t-Statist. 5.0771 -3.0351 211.3209
Prob. 0.0002 0.0049 0.0000
t-Statist. ~4.9877 24,6481 11,7611
Trend & Intercept Prob. 0.0017 0.0040 0.0000
oo t-Statist. 251169 13.8208 15,6693
Prob. 0.0000 0.0004 0.0000
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sl die 5 ¢ (15 1(0) Gsll vie Adgaall (F) 2ad e ST 4 gina a5 (5.154)

O e JalSS 0 ga g Al 5 Al duca 8l Js o Gl (1% ,5% ,109%) 453G

Sial) txdll Copall jrw Gn JaY) sk Al dgag HAT aay A8 A jall Cl e

) ) (A (e g0 a5 paas) Aiaall < piall 5 i S
(35aa)) )iy & jiiall JulSill gl o (3) Jsas

Bounds test Approach
Test Statist. Value Signif. 1(0) 1(1)
F-Statist. 5.1541812 10% 3.38 4.02
K 2 5% 3.88 4.61
2.5% 4.37 5.16
1% 4.99 5.85

sl Ja¥) (8 Fl) i a3 eliol (4) s (e 1 (ARDAL o)) gl el 4
1 VS5 (ECM) JalSill i dalaa 5 Jy shall

< _aall) Ja¥) gé a3dal) @Uu-\
Al dad (o2 5 (-0.408504) il 28 (ECM) J-alSill Jualas A o) i) & gl
O Al 3,58 8 Leana it Sy el JaY) elbdl e (%4]) O (i e 585 A sinas
Ao o))l aie e (%4]) OF AT Grar «da¥) dash 20 sl sl ) 32580l Jal
O5Sas dashall da¥) 8 dasai 2y juadll Ja¥) 6 G adinall el 23 i) il yaia
s gie 5 sidl) o4 )4:,3}{0408504 = 245 = 2_5} L el et 5 (s JS ol
Al Al 8 5 paa e (1530 83 pall Cipeall jaas ity (S Ja Y1 Al sk )
san o A alYl 8 ) ) dga g aree Leiasaie Julse (AN elld 8 ol 2 g o
(Y al pall) dpallal) abid) 580 A ghe Alaad) (3 us A L sSall JAxi dags sle <l yial)
Al 31l paball &Y ¢ el JS
Al e o R dadll Co ) jrs 6 e s 53 0b 3 C (pdail) aa) clll aall)
) Aadl) Gopall jra L iall (g sbuse AU 23 5aiY) e maes w8 ()5S Larie
Lo (%2.228) ) i
V) Ll 5,8 8 (5 inay 53k 3 REE —iiall ledll oyl 23
Copeall pras o Ak A8e dllia o i «(D(LNREE(-2)) 453 s D(LNREE(-1))
33 of 3 ¢ Il sl dedll Coyuall e s 4l 5 (oY) Ua¥1 5 5 & GEal) ladl)
e 3305 ) g5 (%1) Ay Ay (V) eUai¥1 3 i (8 Baal) adll G pall e
o Alalall @l il o) (o) s e (%0.424 <%60.280) dpmsiy sl adl) i yual
o el oded ciiaa Al il A € ey s il OIS G peall el A1 5l
: E : P
33 ) s (%01) Aoty 3N yrs 305 O (e o5 sima s (g3 5k i Bl e 4
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:daghall Ja¥ (b A8bal) quilis
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(el Jll) ddaall dleall e allall oy 5y Lae Jadall L) J)5a¥) a5y 2 e
e padaiy Gl 5 dpia V) Claall (e 358 S| il s ddaall dlaall da (e ad 5 128
a8y A& 3 a0y ademill e s ) A0l e Jary 138 50 JAall ladll Co el
el dll

aleall Lalan ) (1) dasd O 038 Mg (g 3ina e (S5 g2b i1 MON il (= 212
D ad pul a8l (mse Ol (e 138 5, (%5) e ST A sina (s e die el (0.944990)
3 3l s Jie aia | il H3S) () 55 5 5a) el se lia ol (gl G pall s (o Sine
(37}43\.&“ é.mj\ Dbzl 4..4431.!1\ 4..335.\]\ &L&Ln\.:\.sﬂ\c BJL_A:\“ :%.SJA) 3.,3;)\.;1\ JA\}:J\

ARDL z3sei juafi il :(4) Json

Method: ARDL (3, 3, 0)

Dependent Variable: D(LNREE)

Maximum dependent lags: 4 (Automatic selection)

Dynamic repressors (4 lags, automatic): INT, MON

Model Selection Method: AIC Included observation: 31
Variable ‘ Coefficient ‘ SE t- Statist. Prob.
Short-run Coefficients
ECM * -0.408504 0.084157 -4.854067 0.0001***
C 2.228326 0.456647 4.879755 0.0001***
D(LNREE(-1)) 0.279812 0.133359 2.098178 0.0482**
D(LNREE(-2)) 0.424246 0.134084 3.164040 0.0047***
D(INT) 0.008916 0.002593 3.437707 0.0025***
D(INT(-1)) -0.004593 0.002491 -1.844041 0.0793*
D(INT(-2)) 0.014080 0.002906 4.845024 0.0001***
Long-run Coefficients
INT -0.013258 0.007373 -1.798222 0.0865*
MON 0.003550 0.003757 0.944990 0.3554No
@TREND -0.040772 0.014864 -2.742945 0.0122**
R2 0.884761 Adjusted R* 0.835373
F-stat. 17.91449 Prob. 0.000000

o A 23 sl Sl 5 3 geaill AaiDle 33 s o3lel Jsaad) il yedai LaS
o Rl adl) G pall a8l e (%88) Ul Le 0 3 e 31l
(F) dlias) dad (el LS (A1) ia e 5 B2 yra) — Abiaiall 5 (SEH 23 5 ) puiia
& oS Al (%) A s (5 e 2ie (17.914) 42l 5 JSS (ARDL) z35ai 4y siza
LaS 5 3 sl JOA (e L ftall 5 Aol iia) el oyl yrs s (S ol
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’ mmmmm Residual =moms Actual ==o=s= Fitted ‘
ARDL, 3, zisa A (e gy oaiiall g Lladl) B8a) el i puall s qunad 3(2) S84
S A (30)

7 3 el Ailgl) ) Ly Bl

1Y) anali s g galll £1a0 Baga <l Lad)-

(5 st e 5 (0.812) cualy 28 LA Ailean V) dadll G 1B gall agdall a3l LSRN

Tl e sl i) (B gl ) i il arall Ay 5 i agle ¢(%5) G ST A sins

(0.072) 4ianss 415 (5 boma <l il 5 sl (5 sbose Jam sy ralall g5 055 il (Y
7

Series: Residuals
6 | Sample 1993 2023
Observations 31
5 -
Mean -0.000000
4 | Median 0.017673
Maximum 0.150755
3 Minimum -0.154690
Std. Dev. 0.071754
2> | Skewness -0.391278
Kurtosis 2.874016
1 -
Jarque-Bera 0.811511
o I . . . Probability 0.666473

-0.1 0.0 0.1
Sadl ) (B ALY 73 sai) B gl asdall a6l () JS

Breusch and ¢ 88-Clagy JLEAS) S bla ¥ AlSda e gigad) o o
vie 5 (0.345) @al 8 Ll Ailas) dedll o () dsia e ek @ (Godfrey
Dl B 3 saill gAY ek ) axall i 8 a5 U5 (%S) (e ST A sina (5 sise
(I Ll V) A (e

Breusch and ¢s 4358~ s Jlisl) (Sl dala y¥1 Alis o (5) Jsaa

: (Godfrey
Serial Correlation LM Test by: Breusch and Godfrey
F-statistic 0.344514 Prob. F(4,17) 0.8441™°
Obs.*R? 2.324499 Prob. Chi-Square(4) 0.6763"°
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Breusch s 8s8-(hugyn JLEd)) Gl uilad ase Aa (e gigal) 4 L)
:(and Godfrey
A sina (5 sine e 5 (0,711) iady 8 L Apleas V) dagdll of ((6) Jsaad) Ly
(8 sall s el Al jakall b gail) ) iad )5 paad) dpn 8 Jii adle 5 ¢(%5) (e OS]
Breusch and  (s_8358-(ius n Jlial) (Al sall cplall Guilad axe 4144 :(6) Jsas

(Godfrey
Heteroskedasticity Test by: Breusch-Pagan-Godfrey
F-statistic 0.710995 Prob. F(9,21) 0.6930No
Obs.*R-squared 7.239966 Prob. Chi-Square(9) 0.6122No
Scaled explained SS 3.113114 Prob. Chi-Square(9) 0.9596No

ca Japusdl Jasl Jal 3 48 siemn HLEal (7) Jsan (3o ey sdasend] i) Bbs Y1 SLa4)-
Jalaal e ST a pe (o JaaDly ) ¢z sl Gl yriia (p Apdadld) dpaaal) A (e oSS Jal
J a5 (0.29)* sl 58 (INT and LNREE) Culiiall ¢ paiall cp Jaswad) Ll ,Y)
O gaal) 20wl A 2 5mg a2 ) s 1385 ¢(0.88) 4allll s (R?) Jolas 2ad (10 4
(S =3 gV & pata

Lol (aad) LLs Y laal :(7) Jsas

Correlation Test

Variables LNREE INT MON
LNREE 1.000000 0.536113 0.394802
INT 0.536113 1.000000 0.309693
MON 0.394802 0.309693 1.000000

el Joadl b sl Bla ¥ deleal dafd 5S) an i e el adul a3 :(0.29)*
(R2) Jabas 4 Wi, (0.29) < &ill5 (0.287417149) Cssal dagilly (0.536113)3
A B ) eay L jaiud duadal) o8
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aalsi ol dul Al dae @l i) G ClBal 8 LolaBY) Aaldl e SE 23 s
A sl ClEMall i A 23 saill dlaief 4plSa) Lo 128 g0 4l 5ol 355 JOA 458 o il s
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