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The effect of exchange rate regime on inflation:
Relationship analysis using panel data
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Abstract:

The objective of this study is to estimate the impact of exchange rate regimes on inflation through a
sample of 50 countries, over the period from1980-2008, using panel data and the method of generalized
moments estimation developed by Blundell and Bond (1998).

The econometric analysis reveals that pegged regimes affect negatively and significantly inflation;
however, floating exchange rate regimes have a positive and highly significant effect on inflation.

Key Words: Exchange rate regime; Inflation; Classification of exchange rate regime; Dynamic panel data,
General Moments Method (GMM).
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