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Abstract

This paper studies the long-run purchasing power parity (PPP) hypothesis
for a panel of 20 OECD countries, using annual and quarterly data, for the
period 1950-1990. A detailed analysis, using the latest panel unit root and
panel cointegration techniques, is undertaken to test for PPP. The results
show strong support for a weak form of PPP where the 3; coefficients fall
within a range (0 < §; <2, —2 < 3 <0). Whilst the results for a strong
form of PPP, where (§; = —f, = 1), are found to be mixed. The study adds
further support to the recent empirical findings in favour of PPP using panel
methods.
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