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Abstract

The dynamic relationship between exchange rate fluctuations and economic growth is of great
importance, because it affects various aspects of different economic sectors. Given the importance
of this issue, the present study has investigated the dynamic effect of exchange rate fluctuations on
economic growth in selected Asian countries during the period 1990 to 2018 based on the panel
vector autoregression (PVAR) approach. In this study, the generalized conditional
heteroskedasticity variance (GARCH) approach was first used to calculate exchange rate
fluctuations, and then the model was estimated based on the PVAR approach to dynamically
investigate exchange rate fluctuations on economic growth. The results of the model and the
instantaneous response function estimation indicate a negative and significant effect of exchange
rate fluctuations on economic growth in the countries under study. The results also show the

positive impact of foreign reserves and capital market development on the economic growth of
selected developing countries.

Keywords
Economic growth, exchange rate fluctuations, panel vector autoregression model, GARCH approach
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