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Abstract: Applying an extended IS-LM model, this paper finds that real depreciation
raisedoutput during 1991-2006 whereas real appreciation increased output during 2007-
2018. In addition, a higher government borrowing to GDP ratio, more real money supply,
a higher stock price, a higher real oil price or a lower expected inflation tends to raiseoutput.
The positive impact of real appreciation on output during 2007-2018suggests that its
positive effects of lower domestic inflation or capital inflows outweigh its negative effect
of less exports. These results suggest that either real depreciation or real appreciation may
raiseoutput depending upon the stage of economic development.
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Variable Coefficient z-Statistic Probability

Notes:
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