
Figure 2. Standard Models Can Account for Some Long-Run Interest Rate 
Differences across Countries

Note: Average one-month interest rate differential (with US) versus average one-month 
change in exchange rate (with US dollar), January 1976–March 1998, for 14 countries.a

a The countries are Austria, Belgium, Canada, Denmark, England, France, Germany, 
Italy, Japan, the Netherlands, Portugal, Spain, Sweden, and Switzerland.
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