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SUMMARY:
An abnormally large excess demand for a currency leads to currency crisis and forces
monetary authorities to take strong counter measures. Exchange market pressure index
measures excess demand for a currency and gives a summary indicator that can be
used to characterise exchange market conditions in an intermediate exchange rate
system. This study constructs and measures a model specific exchange market pressure
index by taking care of the sterilisation policies of monetary authorities. Efficiency
and dynamics of exchange market pressure is further analysed by developing an
appropriate VAR model.
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