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ABSTRACT

This paper estimates the effect of US dollar exchange rate volatility on the volume of US exports to the
European Union using quarterly data from 1997 to 2018. For that a model is developed which includes
domestic and foreign income, real effective exchange rate, and exchange rate volatility as explanatory
variables and exports as the dependent variable. Before estimating the model, the time series properties of
the data series are diagnosed, and an error correction model is developed. In addition to estimating the error
correction model a simple OLS is also estimated. The results from both estimations indicate that the
exchange rate volatility has a positive effect on US exports to the European Union.
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