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Abstract

AEER., BEL—NFROMERRTH S EERI"Out-of-Sample Forecasting of Foreign
Exchange Rates: The Band Spectral Regression and LASSO"%Z . Journal of International Money
and Finance ICBE TR &N TEL, COMXOERICE FRUEICKEANI AL 21N, C0AF
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BEIC DOV T lto et al.(2023)"An Alternative Estimation Method for Time-Varying Parameter
Models," Econometrics, ICEVWTHEZE ZTOMEEREH I,

| finally published my article "Out-of-Sample Forecasting of Foreign Exchange Rates: The Band
Spectral Regression and LASSO" at the Journal of International Money and Finance.This paper
allows us to evaluate a number of models that have been proposed in the area of exchange rate
forecasting.My approach uses the frequency domain and employs LASSSO that is a convenient
method when big data are dealt with.I then confirmed that the model based on purchasing power
parity was the most accurate forecasting model, which was in line with conclusions that previous
studies had found.

However, | was not able to find major results for the external asset model. Due to the pandemic,
we have seen outliers in exchange rate data as well as external asset data.Those outliers are, in
general, not changes in deterministic trends, thus in theory, we may ignore them when the
frequency domain approach is used. | will explore this issue in the future.

When the trend function is expressed in an integrated process, the time domain estimation of time-
varying parameter model is analyzed by Ito et al.(2023)"An Alternative Estimation Method for Time-
Varying Parameter Models," which was published at Econometrics.
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KEEX, ABL— M TR OMERRE ThHDEE R Out-of-Sample Forecasting of Foreign Exchange Rates: The Band Spectral
Regression and LASSO”% . Journal of International Money and Finance (23833 32 EMTEf-, COMXDERRIZIZ T AL LR
R 212D, COAEIEINETICR RSN TELBHOAEBEL— M ETILOFAAITONTOHEE KB TIT52L%
AREIZLEDH ST EvI T—E2DRTEFTRITEHONS LASSO ZEREMEE TIT52 & aEEICL=. CNETEZLDETHE
MERET AL, REOABEL—FFAIZELTE., BEATEBETIVIZEIFANBA TSI EA Do, FNEEETIL
DEHMBEIZDONTIX, T—2DEBICHEBANMNI=2EEHBY . TFEFERIBONTULEWL, T, ILXF DT IR U REE DS
B EYDTREEMIN VMBSO ECEFE DHEHE L. BHRMNICIEZERIZISV LU REREERIZIEL/SASAZ—HEMNT
EHRWEVSEIELRH D, LALENS, a0 FBIZH-T. ABL—FEEIE. ZLTHAEELD. ANELEWLNVDONELSLEFHF
LTHEY., ChoEEEMBIN UROEILELTETIVETADIIEENHDIEEOLNS, CORREFRIEYLTHEREZTHLEFSHE
DFEEELI-WD, —BRMICEZ L., BFEMEEBICKIHEETIE. COISHEEN VEFDOEILTEHEL, ANEDEEIZIEINE
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MEREHEHTULELY,

Ff-. BIEBEETIEE LRSI BEETRETE. MO BA KR EELIZERT HIHEEIZDOULTIE Ito et al(2023)"An
Alternative Estimation Method for Time—Varying Parameter Models,” Econometrics, [CEWNTHEERZEFDEBEEEEDHT=,

2. HEBREROBE FHR)

I finally published my article “Out-of-Sample Forecasting of Foreign Exchange Rates: The Band Spectral Regression and LASSO” at
the Journal of International Money and Finance.This paper allows us to evaluate a humber of models that have been proposed in the
area of exchange rate forecasting.My approach uses the frequency domain and employs LASSSO that is a convenient method when
big data are dealt with.I then confirmed that the model based on purchasing power parity was the most accurate forecasting model,
which was in line with conclusions that previous studies had found.

However, | was not able to find major results for the external asset model. Due to the pandemic, we have seen outliers in exchange
rate data as well as external asset data.Those outliers are, in general, not changes in deterministic trends, thus in theory, we may
ignore them when the frequency domain approach is used. I will explore this issue in the future.

When the trend function is expressed in an integrated process, the time domain estimation of time-varying parameter model is
analyzed by Ito et al.(2023)"An Alternative Estimation Method for Time—Varying Parameter Models,” which was published at
Econometrics.
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