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Abstract: The exchange rate policy is an important instrument in linking the national
economy with the global economy, and the importance of the research comes through
identifying the variables affecting the parallel exchange rate in Brazil and recognizing
the most influential variables in it. The research shoves off from the hypothesis that
there are economic factors whose impact varies on the rates of the parallel exchange
rate in the Brazilian economy during the research period.

The research included an analysis and measurement of the determinants of the parallel
exchange rate in the Brazilian economy, based on data drawn from its primary sources.
In order to identify the characteristics of the time series of these variables, the research
sought to apply the stability test, as well as the use of some validity tests of the
proposed standard model, such as the autocorrelation test for errors, the heterogeneity
test, and the normal distribution test. The research came out with a number of
conclusions, the most important of which is the direct relationship between the parallel
exchange rate and each of (foreign assets, the general budget, imports), besides that the
research also found that there is an inverse relationship between the exchange rate of the
Brazilian real, and the variable of total external debt, the value of exports, the gross
national expenditure, and the growth rate of the gross domestic product. Based on the
analysis of the results and the proof of the positive relationship between economic
growth rates and the parallel exchange rate, achieving stability in the exchange rate
policy the research suggests that the decision-maker should seek to maintain the
stability of economic growth rates and build sources of financing away from oil
revenues, which are subject to fluctuation due to the instability of oil prices in global
markets. The research also suggests the need to target economic policies and put an end
to the fluctuation in the volume of foreign assets through the Central Bank, as well as to
develop a tight economic policy for foreign trade in line with creating a positive trade
balance.
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DY=F(x1,Dx2,Dx3,Dx4,Dx5,Dx6,Dx7)

Joll (A sl &5 padle (F) Jot
Dependent Variable: DY
Method: Least Squares
Date: 05/15/20 Time: 18:38
Sample (adjusted): 1991 2018
Included observations: 28 after adjustments

Variable Coefficient  Std. Error t-Statistic Prob.

X1 0.000158 9.04E-05 1.746468 0.0969

DX2 -2.64E-12 2.25E-12 -1.172658 0.2554

DX3 0.001608 0.004664 0.344751 0.7341

DX4 -1.10E-11 2.34E-12 -4.693530 0.0002

DX5 5.20E-12 1.39E-12 3.740795 0.0014

DX6 -1.32E-12 3.12E-13 -4.221523 0.0005

DX7 -0.038940  0.019330 -2.014494 0.0583

DX8 1.66E-11 3.74E-12 4.439859 0.0003

C 1.131781 0.455917 2.482429 0.0226
R-squared 0.756216 Mean dependent var 0.130493
Adjusted R-squared 0.653570 S.D. dependent var 0.331971
S.E. of regression 0.195392 Akaike info criterion -0.172525
Sum squared resid 0.725384 Schwarz criterion 0.255684
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Log likelihood 11.41534 Hannan-Quinn criter. -0.041617
F-statistic 7.367237 Durbin-Watson stat 2.042950
Prob(F-statistic) 0.000179
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Breusch-Godfrey Serial Correlation LM Test:
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Heteroskedasticity Test: ARCH
F-statistic 1.537549 Prob. F(1,25) 0.2265
Obs*R-squared  1.564342  Prob. Chi-Square(1)  0.2110
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