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Abstract

This paper contributes to the detection of the determinants
of speculative attacks in Central and Eastern European countries by
identifying the factors that led to high volatility in the speculative
pressure index of Hungary, Poland and Romania during the period
(2002-2012), to tackle the problem, we used the Marckov Switching
Model (MSM) to determine the probability of high volatility of the
exchange market pressure index (EMPI) and Vector Autoregressive
Model (VAR) to explain these fluctuations.

The results of the study showed that the crisis in Hungary is a
result of the major imbalances in monetary policy that led to the
overvaluation of the currency and the flight of capital and create gaps
for the transmission of contagion effects of the global financial crisis
in 2008, the crisis in Poland is due to trade integration with Western
Europe countries that have been hit by the crisis. Whereas, the crisis
in Romania is the result of expansionary monetary policy and a
decline in foreign exchange reserves.

Key words: Speculative attacks, currency crises, Central and
Eastern European countries, Markov Switching model, VAR models.
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Lag AIC S HQ Lag AIC SC HQ Lag AIC SC HQ

0 20.95457 | 21.19967 | 21.05416 0 31.94357 | 32.19506 | 32.04572 ( O 39.65326 | 39.88432 | 39.74710

1 5.334271 | 8.275427* | 6.529277* || 1 16.04402 | 19.06197* | 17.2699* (| 1 19.32796 | 21.86959* | 20.36022

2 5.765919 11.40313 | 8.056349 2 16.13563 | 21.92004 | 18.48524 || 2 17.95886 | 22.81105 | 19.92952*

3 4.813787 | 13.14706 | 8.199639 3 15.39441 | 23.94528 | 18.86775 || 3 17.74811 | 24.91088 | 20.65718

4 | 4.170418* | 15.19975 | 8.651693 4 | 14.06490* | 25.38222 | 18.66197 || 4 | 17.23511* | 26.70845 | 21.08260

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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Hypothesized Trace Hypothesized Trace Hypothesized Trace
No. of CE(s) Statistic Critical Prob** No. of Statistic Prob** No.  of | gyatistic Critical Prob.**
Value CE(s) CE(s) Value

None * 373.3856 285.1425 0.0000 None * 371.5036 285.1425 | 0.0000 None * 287.3186 | 239.2354 0.0000

Atmost 1* 288.8244 239.2354 0.0000 Atmost1* | 288.6857 239.2354 | 0.0000 Atmost1l | 2160961 | 197.3709 0.0041
*

At most 2 * 228.1113 197.3709 0.0006 Atmost2* | 218.6354 197.3709 | 0.0027 Atmost2 | 1602418 | 159.5297 0.0457
*

At most 3 * 170.0424 159.5297 0.0117 At most 3 159.3831 159.5297 | 0.0509 Atmost3 | 11p9c00 | 125.6154 0.1510

At most 4 * 128.1206 125.6154 0.0349 At most 4 117.3605 125.6154 | 0.1426 Atmost4 | 7753290 | 95.75366 0.4505

At most 5 87.67147 95.75366 0.1580 At most 5 80.08283 95.75366 | 0.3619 Atmost5 | 5023600 | 69.81889 0.6275
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Trace test indicates 5 cointegrating eqn(s) at
the 0.05 level

* denotes rejection of the hypothesis at the
0.05 level

**MacKinnon-Haug-Michelis (1999) p-values

Trace test indicates 3 cointegrating eqn(s) at
the 0.05 level

* denotes rejection of the hypothesis at the
0.05 level

**MacKinnon-Haug-Michelis (1999) p-values

Trace test indicates 3 cointegrating eqn(s) at the
0.05 level

* denotes rejection of the hypothesis at the 0.05
level

**MacKinnon-Haug-Michelis (1999) p-values
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Dependent Variable: P_CRISE_ Dependent Variable: P_CRISE_
Method: Least Squares (Gauss-Newton / Marquardt steps) || Method: Least Squares (Gauss-Newton / Marquardt steps)
Date: 11/16/17 Time: 12:34 Date: 11/16/17 Time: 20:21
Sample (adjusted): 2002M02 2012M12 Sample (adjusted): 2002M02 2012M12
Included observations: 131 after adjustment Included observations: 130 after adjustment
Coefficient | Std. Error [ t-Statistic Prob. Coefficient Std. Error t-Statistic Prob.
P CRISE_(-1) 0.887820 0.041847 21.21605 | 0.0000 P_CRISE_(-1) 0.955675 0.027285 35.02620 0.0000
GDP_US(-1) -3.42E-07 1.15E-07 -2.981488 | 0.0035 imp(-1) 0.001441 0.000694 2.077268 0.0398
EXPO1(-1) 9.52E-05 0.000551 0.172860 | 0.8631 expor(-1) -0.000641 0.000373 -1.717753 0.0883
REEX (-1) 0.026606 0.008295 3.207417 | 0.0017 M2_Mo(-1) 0.015814 0.018757 0.843125 0.4008
M2_FR(-1) -9.93E-05 0.000217 | -0.457176 | 0.6484 M2_FR(-1) -0.006486 0.008752 -0.741071 0.4601
M2_Mo(-1) 0.091967 0.033591 | -2.737806 | 0.0071 LR_DR(-1) -0.008127 0.005098 -1.594027 0.1135
LR_DR(-1) -0.001803 0.063553 | -0.028364 | 0.9774
CACT_GDP(-1) -127.8615 115.0027 | -1.111813 | 0.2684
CPACT_GDP(-1) -713.0354 375.1374 | -1.900731 | 0.0597
IDE(-1) 7.249683 8.391105 0.863972 | 0.3893
C 2.363762 0.655577 3.605621 | 0.0005
R-squared  0.925724 Mean dependent var  0.721744 || R-squared 0.924333 Mean dependent var 0.801551
Adjusted R 0.919534 S.D. dependent var 0.391830 || Adjusted R 0.921281 S.D. dependentvar 0.364481
S.E. of regression 0.111148 Akaike info criterion  -1.475670 || S.E. of regre 0.102262 Akaike info criterion -1.677503
Sum squared resid1.482473 Schwarz criterion -1.234241 Sum squa resid 1.296731 Schwarz criterion -1.545155
Log likelihood 107.6564 Hannan-Quinn criter. -1.377567 Log likelihoo 115.0377 Hannan-Quinn criter. -1.62372
F-statistic 149.5599 Durbin-Watson stat _ 1.933263 Durbin-Watson stat 2.015411

rob(F-statistic ) 0.000
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Dependent Variable: P_CRISE_

Method: Least Squares (Gauss-Newton / Marquardt steps)
Date: 11/16/17 Time: 12:34

Sample (adjusted): 2002M02 2012M12

Included observations: 131 after adjustments

Coefficient Std. Error t-Statistic Prob.
P_CRISE_(-1) 0.862039 0.041459 20.79279 0.0000
IDE (-1) -2.231632 6.640029 -0.336088 0.7374
REEX (-1) 2.99E-05 0.000203 0.146988 0.8834
M2_FR (-1) 0.017264 0.007961 2.168702 0.0320
LR_DR (-1) 0.018615 0.018571 1.002367 0.3181
CA ACT_GDP (-1) -1.016971 5.367944 -0.189453 0.8500
R-squared 0.778525 Mean dependent var  0.838049
Adjusted R 0.769666 S.D. dependent var 0.256708
S.E. of regression 0.123202 Akaike info criterion  -1.305262
Sum squared resid 1.897345 Schwarz criterion -1.173573
Log likelihood 91.49463 Hannan-Quinn criter. -1.251751
Durbin-Watson stat ~ 2.067263
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