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(1) (2) (3)
Luxury Dummy Quality Index 1 Quality Index 2

Luxury Dummy (Cla= 4,5) 0.698
[0.017]**

Horsepower (in kW) 0.0055 0.0047
[0.0003]** [0.0003]**

Fuel efficiency (L/100 km) -0.0143 -0.0138
[0.0016]** [0.0016]**

Cylinder volume (in l) 0.18467 0.16784
[0.0122]** [0.0119]**

Weight (in t) 0.2145 0.10811
[0.0282]** [0.0282]**

Length (in m) 0.2316 0.1474
[0.0149]** [0.0169]**

Width (in m) 0.0464 -0.1031
[0.0547] [0.0539]

Height (in m) -0.4514 -0.3620
[0.0603]** [0.00058639]**

Maximum speed (km/hour) 0.0013 0.0011
[0.0003]** [0.0003]**

Trend (year) y y y
CPI Inflation y y y
Market Dummies y y y
Class Dummies y
Brand Dummies y

Observations 11510 11510 11510
Number of Groups 1554 1554 1554
R-Sq.within 82.8% 84.6% 84.8%
R-Sq. between 82.1% 94.4% 96.3%
R-Sq. total 81.9% 92.9% 94.5%

Table 1 - Quality Attributes and Prices: Random Effects Estimations

Dependent variable is Ln price in SDR, net of taxes
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(1) (2) (3) (4) (5)

Variable Std. Dev. Min Max
weighted unweighted unweighted

Panel A: All models, all markets, and all years
(11510 Model-Market-Years, 1554 Model -Years, and 379 Models)
Price in SDR 6010 6627 4512 681 39665
Quality Index 1 -0.337 0 1 -2.247 3.927
Quality Index 2 -0.331 0 1 -1.949 3.855
Quantity (per Market and Year) - 19868 37771 51 433694

Panel B: Models produced and sold domestically in market of production (BEL, FRA, GER, ITA, or UK)
(2097 Model -Years and 255 Models)
Price in SDR 5785 6214 4330 681 35398
Quality Index 1 -0.348 -0.055 1.005 -2.247 3.927
Quality Index 2 -0.288 -0.006 0.993 -1.949 3.855
Quantity (per Market and Year) - 65505 65660 300 433694

Panel C: Models Produced in BEL, FRA, GER, ITA, or UK and Exported to other 4 markets
(6161 Model-Market-Years, 833 Model - Years, and 241 Models)
Price in SDR 6345 6518 4698 691 39665
Quality Index 1 -0.304 -0.009 1.022 -2.247 3.927
Quality Index 2 -0.277 0.047 1.013 -1.949 3.854
Quantity (per Market and Year) - 10726 15196 51 175812

Panel D: Models Produced Outside of BEL, FRA, GER, ITA, or UK
(3252 Model Market Years, 466 Model-Years, and 110 Models)
Price in SDR 6354 7099 4223 963 34561
Avg. Quality Index 1 -0.36 0.052 0.950 -2.020 3.396
Avg. Quality Index 2 -0.48 -0.086 0.973 -1.913 2.956
Quantity (per Market and Year) - 7759 13602 53 157612

Table 2 - Data Description (Cars and Quality)

Mean
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Observations Mean St Dev. Min Max

dExrate = Ln(Bilateral Exchange Rate) 5216 -0.0005858 0.0703469 -0.266955 0.266955

dPrice = Ln(Car Price in Local Currency) 5216 0.0700733 0.0869908 -0.8905315 0.8134804

dPrice_Relative= Ln(Price Import Market/ 4976 -0.0041548 0.1012984 -0.9666461 0.7753934
Price Home Market), Prices in local currencies

dCPI = Ln(CPI Importer) 5216 0.0592325 0.0440829 -0.0024832 0.2170054

dCPI_Relative= Ln(CPI Import Market 5216 0.0004058 0.0435519 -0.1593031 0.1593031
/ CPI Home Market)

List of Observations with |dPrice|>0.5 or |dPrice_Relative|>0.5

Year Importer (ma) Exporter (loc) Car Model dPrice dPrice_Relative Change of Q1 Level of Q1
74 Italy Germany Opel Record 0.6032 0.4798 0.0000 0.3566
75 Italy Germany Opel Record 0.5163 0.4440 0.4816 0.8382
75 Belgium Italy Fiat 124 0.5991 0.1291 0.5722 0.0898
75 France Italy Fiat 124 0.5728 0.1028 0.5722 0.0898
75 UK Italy Fiat 124 0.6705 0.2005 0.5722 0.0898
76 UK Germany VW Beetle 1200 0.3793 0.5065 0.0000 -1.0821
77 UK Italy Fiat Argenta 0.5054 0.1929 0.4228 0.8267
79 Belgium Germany VW Beetle 1200 0.6118 na 0.3029 -0.7792
81 Germany France Peugeot 504 0.7080 0.6024 0.5107 0.8290
84 Italy Germany Audi 100/200 0.7056 0.6729 0.7017 1.3252
93 Belgium Italy Lancia Delta 0.8135 0.7754 1.5782 1.6892
94 Belgium Italy Lancia Delta -0.8905 -0.9666 -1.6259 0.0632
95 Belgium France Renault 19 -0.1199 -0.6930 0.0000 -0.2130
95 Germany France Renault 19 0.0123 -0.5608 -0.2066 0.0171

Table 3  - Summary Statistics of Yearly Fluctuations and List of Outliers

Sample consists of all car models that are produced in BEL, FRA, ITA, Ger, and UK and exported to the other 4 markets
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(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)
Baseline Adding Quality-dep. Trend Mean Unwgted No Change zcode PPI Local

ERPT Quality ERPT Reversion Estimation of Loc as Group Inflation Distrib.
Estimation: FE Panel FE Panel FE Panel FE Panel Dyn. Panel FE Panel FE Panel FE Panel FE Panel FE Panel

dExrate = % Change of Exrate 0.159 0.17 0.147 0.135 0.116 0.139 0.142 0.136 0.066 0.069
[0.032]** [0.031]** [0.028]** [0.028]** [0.028]** [0.023]** [0.029]** [0.027]** [0.027]* [0.027]*

dExrate*  Quality Index 1 -0.076 -0.076 -0.062 -0.063 -0.059 -0.055 -0.064 -0.061
[0.030]* [0.029]** [0.026]* [0.023]** [0.025]* [0.024]* [0.025]* [0.025]*

Quality Index 1 0.046 0.046 0.095 0.251 0.075 0.071 0.041 0.091 0.092
[0.008]** [0.008]** [0.010]** [0.030]** [0.010]** [0.011]** [0.007]** [0.012]** [0.012]**

Trend (year) -0.003 -0.008 -0.006 -0.006
[0.000]** [0.001]** [0.001]** [0.001]**

Lag 1 of % Price Change -0.186
[0.028]**

CPI Inflation Importer 0.796 0.959 0.948 0.806 0.861 0.941 0.911 0.924
[0.038]** [0.044]** [0.043]** [0.046]** [0.069]** [0.048]** [0.047]** [0.045]**

PPI Inflation Importer 0.27 0.245
[0.051]** [0.054]**

PPI Inf *  Quality Index 1 -0.056
[0.052]

Market Dummies na na na na na na y y na na

Observations 5216 5216 5216 5216 3730 5216 5216 5216 4012 4012
Number of groups 736 736 736 736 578 736 212 150 596 596
R-squared (within) 0.15 0.16 0.16 0.18 na 0.12 0.18 0.19 0.09 0.09

Dependent Variable is the Change of Ln Car Price (Local Currency, net of Taxes)

Table 4 - Nominal Exchange Rate Pass Through (Fixed Effects or Dynamic Panel Regressions)

Sample: All Models that are produced in & exported to BEL, FRA, ITA, GER and UK
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(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)
Baseline Adding Quality-dep. Trend Mean Unwgted No Change zcode Home and Local

ERPT Quality ERPT Reversion Estimation of Loc as Group For Variables Distrib.
Estimation: FE Panel FE Panel FE Panel FE Panel Dyn. Panel Dyn. Panel FE Panel FE Panel FE Panel FE Panel

dExrate = % Change of Exrate 0.171 0.167 0.132 0.129 0.116 0.144 0.158 0.151 0.13 0.092
[0.044]** [0.042]** [0.038]** [0.037]** [0.033]** [0.028]** [0.038]** [0.038]** [0.041]** [0.036]*

dExrate *  Quality Index 1 -0.111 -0.111 -0.046 -0.091 -0.083 -0.087 -0.088 -0.126
[0.037]** [0.037]** [0.035] [0.027]** [0.034]* [0.034]* [0.037]* [0.032]**

Difference in Relative Quality 1 0.243 0.244 0.244 0.217 0.235 0.236 0.237 0.259
(Importer Q1-Exporter Q1) [0.023]** [0.023]** [0.023]** [0.023]** [0.020]** [0.023]** [0.023]** [0.023]**

Trend (year) 0 0
[0.000] [0.001]

Lag 1 of Change in -0.232
Ln (Relative Price) [0.018]**

Change in Ln Relative CPI 0.803 0.788 0.757 0.732 0.895 0.757 0.761 0.802
(Importer Infl. - Exporter infl.) [0.051]** [0.047]** [0.048]** [0.054]** [0.089]** [0.044]** [0.044]** [0.042]**

Quality 1 Exporter 0.177
[0.024]**

Quality 1 Importer -0.202
[0.032]**

Change in Ln CPI Importer 0.697
[0.072]**

Change in CPI Exporter -0.808
[0.078]**

PPI Inflation Importer 0.103
[0.051]*

PPI Inf *  Quality Index 1 -0.044
[0.055]

Market Dummies na na na na na na y y na na

Observations 4976 4976 4976 4976 3499 4976 4976 4976 4976 3855
Number of groups 719 719 719 719 555 719 204 144 719 582
R-squared (within) 0.08 0.22 0.22 0.22 0.21 0.25 0.26 0.14 0.19

Table 5 - Relative Exchange Rate Pass Through (Fixed Effects Results for Quality 1)

Sample: all models that are produced in & exported to BEL, FRA, ITA, GER and UK
Dependent Variable is the percentage change (dLn) of the ratio of importer over exporter price (local currencies)
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(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)
Baseline Adding Quality-dep. Trend Mean Unwgted No Change zcode Home and Local

ERPT Quality ERPT Reversion Estimation of Loc as Group For Variables Distrib.
Estimation: FE Panel FE Panel FE Panel FE Panel Dyn. Panel Dyn. Panel FE Panel FE Panel FE Panel FE Panel

dExrate = % Change of Exrate 0.171 0.167 0.146 0.143 0.119 0.149 0.162 0.155 0.142 0.099
[0.044]** [0.042]** [0.039]** [0.039]** [0.033]** [0.028]** [0.038]** [0.039]** [0.042]** [0.036]**

dExrate *  Quality Index 2 -0.074 -0.075 -0.03 -0.072 -0.066 -0.071 -0.054 -0.099
[0.035]* [0.035]* [0.034] [0.027]** [0.033]* [0.032]* [0.036] [0.030]**

Difference in Relative Quality 2 0.3 0.302 0.302 0.27 0.292 0.294 0.295 0.321
(Importer Q2-Exporter Q2) [0.029]** [0.029]** [0.029]** [0.029]** [0.026]** [0.029]** [0.029]** [0.030]**

Trend (year) 0 0
[0.000] [0.001]

Lag 1 of Change in -0.233
Ln (Relative Price) [0.018]**

Relative CPI Inflation 0.803 0.787 0.772 0.745 0.9 0.765 0.769 0.809
(dCPI Importer Infl. - Exporter in [0.051]** [0.047]** [0.047]** [0.053]** [0.089]** [0.044]** [0.044]** [0.041]**

Quality 2 Exporter 0.215
[0.029]**

Quality 2 Importer -0.251
[0.040]**

Change in Ln CPI Importer 0.709
[0.072]**

Change in CPI Exporter -0.823
[0.078]**

PPI Inflation Importer 0.133
[0.048]**

PPI Inf *  Quality Index 2 0.011
[0.047]

Market Dummies na na na na na na y y na na

Observations 4976 4976 4976 4976 3499 4976 4976 4976 4976 3855
Number of groups 719 719 719 719 555 719 204 144 719 582
R-squared (within) 0.08 0.22 0.22 0.22 na 0.2 0.25 0.26 0.14 0.19

Table 6 - Relative Exchange Rate Pass Through (Using Quality Index 2)

Sample: all models that are produced in & exported to BEL, FRA, ITA, GER and UK
Dependent Variable is the percentage change (dLn) of the ratio of importer over exporter price (local currencies)
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No. of Sum of Coefficients on Sum of Coefficients on
Included Lags Exchange Rate Exchange Rate * Quality Index 1

0 0.132 -0.111
[0.038]** [0.037]**

0-1 0.248 -0.147
[0.049]** [0.045]**

0-2 0.447 -0.150
[0.050]** [0.054]*

0-3 0.483 -0.230
[0.070]** [0.061]**

0-4 0.534 -0.156
[0.116]** [0.078]*

0 0.146 -0.074
[0.039]** [0.035]*

0-1 0.269 -0.099
[0.050]** [0.040]*

0-2 0.465 -0.121
[0.049]** [0.050]*

0-3 0.502 -0.220
[0.070]** [0.062]**

0-4 0.539 -0.166
[0.112]** [0.075]*

Panel A - Using Quality Index 1

Panel B - Using Quality Index 2

Table 7 - The Time Profile of ERPT and Quality
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LIST OF LOC Changes when Car is in the Full sample

Obs. No. ye type Produciton Change
1437 93 nissan micra Japan to UK
1454 93 nissan micra Japan to UK
1471 93 nissan micra Japan to UK
1497 93 nissan micra Japan to UK
1607 89 nissan bluebird Japan to UK
1619 89 nissan bluebird Japan to UK
1634 89 nissan bluebird Japan to UK
1654 89 nissan bluebird Japan to UK
2760 90 peugeot 309 Fro UK to FRA
2808 94 peugeot 405 Fro UK to FRA
5330 98 seat toledo From Spain to Belgium
5337 98 seat toledo From Spain to Belgium
5345 98 seat toledo From Spain to Belgium
5353 98 seat toledo From Spain to Belgium
5797 94 toyota carina Jap to UK
5807 94 toyota carina Japan to UK
5817 94 toyota carina Japan to UK
5833 94 toyota carina Japan to UK
9959 91 ford sierra UK to BEL

10420 95 honda civic Japan to UK
10446 95 honda civic Japan to UK
10473 95 honda civic Japan to UK
10484 95 honda civic Japan to UK
10511 95 honda civic Japan to UK
10628 93 honda accord Japan to UK
10651 93 honda accord Japan to UK
10673 93 honda accord Japan to UK
10684 93 honda accord Japan to UK
10707 93 honda accord Japan to UK
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