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Legend Appendix Table 1: The significance level for the rejection of the H0 is 5%. All Panels as strongly 
balanced. Panel-specific linear trends are added. In all tests a correction for  cross-sectional dependence of the 
panels is applied. A Bartlett Kernel with 12 lag is used to estimate the long-run variance in the Hadri tests. 
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Legend Appendix Table 2: The significance level for the rejection of the H0 is 5%. The table displays the 

results for seasonally unadjusted monthly consumer price indices. If seasonally adjusted data lead to a different 
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accepted hypothesis, this is indicated with a "Yes" under "Seasonality". Seasonal adjustment is based on the 

Holt-Winters seasonal smoothing method. ADF: Augmended Dickey-Fuller Test  (H0 = unit root possibly with 

drift, H1 =  stationary around linear trend), lags chosen according to Akaike’s information criterion (AIC). PP:  

Phillips–Perron test  (H0 = unit root possibly with drift, H1 =  stationary around linear trend), lags are Newey-

West lags and chosen according to Akaike’s information criterion (AIC). Critical values for the PP are the same 

as for the ADF. KPSS: Kwiatkowski-Phillips-Schmidt-Shin test for stationarity (H0 = stationary around linear 

trend, H1 = unit root ). ZA:  Zivot-Andrews Unit Root test allowing for a single break in intercept or trend (H0 

= unit root, H1 stationarity with a break in the intercept or trend). 
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Legend Appendix Table 3: The significance level for the rejection of the H0 is 5%. The table displays the 
results for seasonally unadjusted consumer price indices. If seasonally adjusted data lead to the opposite H0-
decision, this is indicated with a "Yes" under "Seasonality". Seasonal adjustment is based on the Holt-Winters 
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seasonal smoothing method. ADF: Augmended Dickey-Fuller Test  (H0 = unit root possibly with drift, H1 =  
stationary around linear trend), lags chosen according to Akaike’s information criterion (AIC). PP:  Phillips–
Perron test  (H0 = unit root possibly with drift, H1 =  stationary around linear trend), lags are Newey-West lags 
and chosen according to Akaike’s information criterion (AIC). KPSS: Kwiatkowski-Phillips-Schmidt-Shin test 
for stationarity (H0 = stationary around linear trend, H1 = unit root ). ZA:  Zivot-Andrews Unit Root test 
allowing for a single break in intercept or trend (H0 = unit root, H1 stationarity with a break in the intercept or 
trend). 
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Legend Appendix Table 4: The significance level for the rejection of the H0 is 5%. All Panels as strongly 
balanced. Panel-specific linear trends are allowed. In all tests a correction for  cross-sectional dependence of the 
panels is applied. A Bartlett Kernel with 12 lag is used to estimate the long-run variance in the Hadri tests. The 
number of panels is 11 factorial minus 1 = 65 since Luxemburg and Belgium formed a monetary union from 
1922 to 2002 (Union Économique Belgo-Luxembourgoise). 
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Legend Appendix Table 5: The significance level for the rejection of the H0 is 5%. All Panels as strongly 
balanced. Estimations without linear trends. In all tests a correction for  cross-sectional dependence of the 
panels is applied. A Bartlett Kernel with 12 lag is used to estimate the long-run variance in the Hadri tests. The 
number of panels is 11 factorial minus 1 = 65 since Luxemburg and Belgium formed a monetary union from 
1922 to 2002 (Union Économique Belgo-Luxembourgoise). 
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Legend Appendix Table 6: The significance level for the rejection of the H0 is 5%. The table displays the 

results for seasonally unadjusted monthly nominal exchange rates. ADF: Augmended Dickey-Fuller Test  (H0 = 
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unit root possibly with drift, H1 =  stationary around linear trend), lags chosen according to Akaike’s 

information criterion (AIC). PP:  Phillips–Perron test  (H0 = unit root possibly with drift, H1 =  stationary 

around linear trend), lags are Newey-West lags and chosen according to Akaike’s information criterion (AIC). 

Critical values for the PP are the same as for the ADF. KPSS: Kwiatkowski-Phillips-Schmidt-Shin test for 

stationarity (H0 = stationary around linear trend, H1 = unit root ). ZA:  Zivot-Andrews Unit Root test allowing 

for a single break in intercept or trend (H0 = unit root, H1 stationarity with a break in the intercept or trend). 
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Legend Appendix Table 7: The significance level for the rejection of the H0 is 5%. The significance level for 

the rejection of the H0 is 5%. The table displays the results for the first differences of monthly nominal 
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exchange rates. ADF: Augmended Dickey-Fuller Test  (H0 = unit root possibly with drift, H1 =  stationary 

around linear trend), lags chosen according to Akaike’s information criterion (AIC). PP:  Phillips–Perron test  

(H0 = unit root possibly with drift, H1 =  stationary around linear trend), lags are Newey-West lags and chosen 

according to Akaike’s information criterion (AIC). Critical values for the PP are the same as for the ADF. 

KPSS: Kwiatkowski-Phillips-Schmidt-Shin test for stationarity (H0 = stationary around linear trend, H1 = unit 

root ). ZA:  Zivot-Andrews Unit Root test allowing for a single break in intercept or trend (H0 = unit root, H1 

stationarity with a break in the intercept or trend). 

������������������������������������������
��	���������������������������
�������������������

Legend Appendix Table 8: The significance level for the rejection of the H0 is 5%. All Panels as strongly 
balanced. Panel-specific linear trends are not allowed. In all tests a correction for cross-sectional dependence of 
the panels is applied. A Bartlett Kernel with 12 lag is used to estimate the long-run variance in the Hadri tests. 
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Legend Appendix Table 9: The significance level for the rejection of the H0 is 5%. The table displays the 

results for seasonally unadjusted monthly real exchange rates. Linear trends are not allowed ADF: Augmended 

Dickey-Fuller Test  (H0 = unit root possibly with drift, H1 =  stationary around linear trend), lags chosen 
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according to Akaike’s information criterion (AIC). PP:  Phillips–Perron test  (H0 = unit root possibly with drift, 

H1 =  stationary around linear trend), lags are Newey-West lags and chosen according to Akaike’s information 

criterion (AIC). Critical values for the PP are the same as for the ADF. KPSS: Kwiatkowski-Phillips-Schmidt-

Shin test for stationarity (H0 = stationary around linear trend, H1 = unit root ). ZA:  Zivot-Andrews Unit Root 

test allowing for a single break in intercept or trend (H0 = unit root, H1 stationarity with a break in the intercept 

or trend). 
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Legend Appendix Table 10: The significance level for the rejection of the H0 is 5%. The table displays the 

results for seasonally unadjusted monthly first differences of real exchange rates. ADF: Augmended Dickey-

Fuller Test  (H0 = unit root possibly with drift, H1 =  stationary around linear trend), lags chosen according to 
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Akaike’s information criterion (AIC). PP:  Phillips–Perron test  (H0 = unit root possibly with drift, H1 =  

stationary around linear trend), lags are Newey-West lags and chosen according to Akaike’s information 

criterion (AIC). Critical values for the PP are the same as for the ADF. KPSS: Kwiatkowski-Phillips-Schmidt-

Shin test for stationarity (H0 = stationary around linear trend, H1 = unit root ). ZA:  Zivot-Andrews Unit Root 

test allowing for a single break in intercept or trend (H0 = unit root, H1 stationarity with a break in the intercept 

or trend). 
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Legend Appendix Table 10: Under “Cointegration rank at significance level 5%” a hyphen “-“ indicates full 

rank of matrix � , i.e. stationarity in levels of all variables. VEC lag selection according to Akaike’s 

information criterion over a range of 24 month. A constant and orthogonalized seasonal indicators following 

Johansen (1995) are allowed. The 4 largest moduli of the eigenvalues of the VEC companion matrix are 

displayed. The modulus of a real eigenvalue is its absolute value. The modulus of a complex eigenvalue, a+b*i, 

is calculated according to (a2+b2)0.5. The companion matrix of a VEC with n endogenous variables and r 

cointegrating equations has n − r unit eigenvalues. If the process is stable, the moduli of the remaining r 

eigenvalues are strictly less than unity. If there are moduli larger than unity, the dynamic process is unstable and 
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the assumptions of the JC test are not fulfilled. The Jarque-Bera (1987) test is used to test for the H0 of a joint 

normal distribution of the VEC residuals. A Wald tests is used to test for the joint significance of Arch and 

Garch parameters. 
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