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Words and Deeds of Exchange Rate
Regimes in Developing Countries:
An Empirical Analysis of the Differences between
de jure and de facto Exchange Rate Regimes

ZHOU Ji-zhong,JIN Hong-fei

(School of Finance, Shanghai University of Finance and
Economics s Shanghai 200433,China)

Abstract: This paper provides an empirical analysis of the differences be-
tween de jure and de facto exchange rate regimes in developing countries. We
first analyze the classification of exchange rate regimes as well as the distri-
bution and evolution of the differences between de jure and de facto exchange
arrangements, then raise several hypotheses on the causes of these regime
differences. The econometric analysis is conducted on a sample consist of
more than 100 developing countries over more than 20 years using a panel-
data multinomial mixed logit model. We find that high inflation is associated
with fear of floating, while high foreign exchange reserves and intense cap-
ital controls are associated with fear of pegging. The estimation results are
generally in support of our hypotheses, and the empirical model provides a
reasonably good explanation of the regime differences.

Key words: de jure exchange rate regime; de facto exchange rate regime;

developing countries; panel-data mixed logit model
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