
 

































      
 

    



          
             
            
            
            
          
            
             
          
          
             
            
            
             
            
             

       
    

 

           
         
            
              
              
                 

             
              
     





            
             


            
               
              
           
             
              
               
            
             
        

             
              
              
            
               
                
          

           
            
             
            
           
            
            
          
            
            
            
             
          
             
           
          
           
           
               
             
              

             
    





            
            
             
           
        
            
          
                
           
             
              
             
              
             
 

            
             
         
              
             
           
           
             
            
             
  

            
            
            
              
             
               
               
            
             
                
             
                
            
  

              
             

         





         

  

    

             
            
          
               
          
           
            
     

         
             

               
               
            
             
             
             
            
            
              
            
             
            
            
            
               
           
             
           
            

         
            
            
              
             
       

              
            





              
              
             
          

           
              
             
  

             
             
              
            
              
       

                
              
              
                
           
             

              
           
              
               
              
            


            
              
                
           
              
             
             


                
             
           

            
             

               
    

             
            





            
           

        
     

      
       
      
          
      
     
     
     

              
          

   

            
              
           
       

     

   

               
              
             
             
            
            
               
            
             
        

    








  

  

   





                  
              
                  
   

    
  



  



              
            
                 
           

       

      
 

  

 



 






 



                   
 

         

       

              
            
             
              
        

               
           
          
           
             
            
           
              
       

      









  

  

   

               
            

        
 


   

              
          

         





               
 

             
              
            
             
            
              
                
                
               
   

  

               
               
                  
               
             
              
           
            
               
          
            
             
             
            


           
           
            

           
              
           
            
            
         
          

           
            





        
            
          
      

          
              
             
              
          

    

                   
               
           
          
              
          
          

           
          
            
              
             
       

              
            

                 
             
         
 

              
               
                
                
            
                 
                  
             

                
                  
            

                  
  





             
    

Correlation with dpBeta(60,2,3)Effective
exchange rate

0.00

0.05

0.10

0.15

0.20

0.25

0 10 20 30 40 50 60
0.00

0.01

0.02

0.03

x

y

Correlation with dpBeta(60,3,4)Dollar/shekel
exchange rate

-0.10

-0.05

0.00

0.05

0.10

0.15

0.20

0.25

0 10 20 30 40 50 60
0.00

0.01

0.02

0.03

x

y

Correlation with dpBeta(30,1,4)
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Correlation with dpBeta(60,2,2)
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Optimal parameters for specification  with
agricultural commoditiesInitial

 (1, 2)
K

Explanatory variables at
daily frequency

starting on 2
of the next

month2)

starting on 17
of the month
in prediction2)

starting on 2
of the month

in prediction1)

starting on
17 of the
month in

prediction
(1.8, 1.1)(1.8, 2.5)(3.8, 5.8)(2, 3)60Effective exchange rate,

(21.5, 10.9)(9.3, 17.4)(1.7, 8.5)(3, 4)45$ exchange *contract ratio

(11.6, 2.6)(10.6, 6.2)(6.7, 10.7)(2, 2)60fuel prices

(0.1*,42.6)(6.9, 42.8)(0.1*, 19.2)(1, 4)30Inflation expectations

(5.5, 3.0)(3.5, 3.8)(2.9, 3.5)(6, 10)130Agricultural commodities

Notes:
* Constrained by the lower bound=0.1.
1) Running with an intercept (assuming AR(1) is unknown).
2) Running with AR(1) and no intercept.

      

            
             
           
             
           
  

           
              
                
            

             
             
        

     
              
           
         

     


 


 


          
              





 
          

          

        
    

   
  


  

  


  
  




   
      














               

        
   

 




 

 

 


  





 





      

              
            
             
               
              
          
       


  


  

 









 


 


  


  


 

  


 









 


 


  


  


 

 




           

   

  




  


 


  





 







          
            
         
            
       
              
            
        
         

               


             





    
      

     
 

    

           
           

  


   












   

  


  


  


 

 

 


 
 


 


 


 
 


  

 



  




  




 




 

   

 

 

     

  


           

           



  


     

 
   

    
    

 




       



  


      

 
   

     
    

 




             
            
      





  

 

  





 





       

              
             
           
            
           
            
           
       

      











 

 




     
 





             
           
            
         
 

  

             
          
   

   

               
           
            
           
  

            
            
            
             
               
                
              
           
           
           
                
    

   

           
            
           
            
              
           
         

                 
        





           
     

       
     










     
     





         

Monthly
data

UNIFORM Newton-
Raphson

Bayesian Beta-
mix

Coeff.
(std.

error)

Coeff.
(std. error)

Coeff.
(std. error)

dp(-1) 0.34
(0.08)

0.25
(0.06)

0.26
(0.05)

0.24
(0.06)

Effective nominal
exchange rate

0.06
(0.02)

2.26
(0.66)

3.01
(0.44)

2.07
(0.54)

Effective nominal
exchange rate (-1)

-0.08
(0.02)

Dollar exchange rate *
contract ratio

0.06
(0.03)

3.71
(1.09)

1.85
(0.50)

3.53
(0.97)

(Dollar exchange rate *
contract ratio)(-1)

0.01
(0.03)

Fuel price ($) 0.014
(0.003)

0.20
(0.11)

0.26
(0.06)

0.25
(0.12)

Fuel price ($)(-1) 0.004
(0.004)

Inflation expectations 0.06
(0.03)

0.10
(0.03)

0.11
(0.02)

0.10
(0.02)

Agricultural
commodities index

0.007
(0.007)

1.12
(0.40)

0.82
(0.27)

0.77
(0.25)

Agricultural
commodities index(-1)

0.001
(0.007)

Agricultural
commodities index(-2)

-0.001
(0.007)

BoI interest rate -0.00
(0.00)

-0.03
(0.00)

-0.03
(0.01)

-0.02
(0.01)

Seas. dummies and
holiday shift YES YES YES YES

Adjusted R2 0.65 0.69 0.77 0.73
RMSE in sample 0.30 0.28 0.24 0.26
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1 2 3
Coeff.

(std. error)
Coeff.

(std. error)
Coeff.

(std. error)
dp(-1) 0.24

(0.07)
0.22

(0.07)
0.24

(0.07)
Effective nominal
exchange rate

2.44
(0.47)

2.44
(0.48)

2.44
(0.47)

Dollar exchange
rate * contract ratio

1.94
(0.53)

2.09
(0.55)

1.97
(0.54)

Fuel price ($) 0.23
(0.07)

0.18
(0.07)

0.22
(0.08)

Inflation
expectations

0.10
(0.02)

0.10
(0.02)

0.10
(0.02)

Bloomberg Food
index

0.08
(0.22)

Agricultural
commodities index

0.72
(0.29)

CRB index 0.11
(0.40)

BoI interest rate -0.01
(0.01)

-0.02
(0.01)

-0.01
(0.01)

Seas. dummies and
holiday shift NO NO NO

Adjusted R2 0.50 0.53 0.49
RMSE in sample 0.0028 0.0028 0.0028





         

NER
Lag length Posterior prob. s (std) m (std) 1 2
60 63.6 7.2 (1.9) 0.6 (0.1) 3.9 3.3
45 26.0 6.3 (1.7) 0.5 (0.1) 2.8 3.4
55 8.2 9.2 (5.5) 0.8 (0.0) 7.3 1.9
50 2.2 3.6 (3.8) 0.9 (0.0) 3.1 0.6

DOL
Lag length Posterior prob. s (std) m (std) 1 2
45 60.2 6.7 (2.0) 0.4 (0.2) 2.8 3.9
60 35.4 8.8 (2.6) 0.5 (0.1) 4.7 4.1
55 4.4 4.4 (4.5) 0.9 (0.1) 3.9 0.5

FUEL
Lag length Posterior prob. s (std) m (std) 1 2
120 56 9.7 (2.1) 0.6 (0.1) 6.0 3.8
50 21 9.9 (2.1) 0.7 (0.1) 6.5 3.4
40 13 9.4 (2.0) 0.6 (0.2) 5.4 4.0
110 7 3.9 (0.8) 0.8 (0.0) 10.2 2.7
90 3 3.5 (0.5) 0.5 (0.0) 6.3 6.1

INF_E
Lag length Posterior prob. s (std) m (std) 1 2
30 51.2 3.8 (1.5) 0.4 (0.1) 1.4 2.4
15 26.0 11.4 (1.0) 0.4 (0.1) 4.4 7.1
25 22.6 3.4 (0.6) 0.6 (0.1) 2.2 1.2
20 0.2 0.8 (.) 0.9 (.) 0.7 0.1

AGR
Lag length Posterior prob. s (std) m (std) 1 2
70 73.0 9.1 (2.2) 0.6 (0.1) 5.8 3.2
130 16.6 11.1 (2.1) 0.6 (0.0) 6.7 4.4
120 6.2 12.7 (3.7) 0.7 (0.0) 8.2 4.5
100 2.4 7.8 (4.4) 0.8 (0.0) 6.2 1.6
80 1.0 8.2 (0.1) 0.3 (0.0) 2.6 5.7
11 0.8 9.2 (3.9) 0.7 (0.0) 6.7 2.5
NER=Effective exchange rate; DOL=Dollar/Shekel exchange rate; FUEL=Fuel prices
INF_E=Inflation expectations; AGR=Agricultural commodities' price index.




