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Abstract: The paper investigates the validity of purchasing power parity theory
in Slovakia. The analysis was done on monthly data (January 2002 — July 2008)
for the exchange rate of the Slovak koruna (SKK) against the euro (EUR), i.e. SKK/
EUR using the Johansen co-integration procedure. The co-integration tests were
carried out for trivariate relationship between the exchange rate, the domestic price
series, and the foreign price series, and also for bivariate relationship between the
exchange rate and the domestic foreign price ratio. The whole analysis was done
on logarithmic transformation of the above-mentioned variables. The findings
indicate no evidence of the PPP validity in both cases. The results coincide with the
existing literature, which states that the existence of the Balassa-Samuelson effect,
productivity shocks, non-tradable goods and services, and managed exchange rate
regimes can be denoted to be the main reasons for PPP invalidity.
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Uvod

Parita kupnej sily (Purchasing Power Parity — PPP) je jednou zo zakladnych
teoretickych koncepcii popisujucich spravanie sa vymennych kurzov z dlhodobého
hl'adiska, pricom vychadza zo vzt'ahu medzi vymennym kurzom a vyvojom domace;j
a zahrani¢nej cenovej hladiny. Absolutna PPP je zaloZena na tzv. zékone jednej ceny,
ktory hovori, Ze rovnaké tovary sa musia predavat’ v rdznych krajinach za rovnaké
ceny, samozrejme, za predpokladu, ze ich ceny st vyjadrené v rovnakej mene. Re-
lativna PPP na druhej strane tvrdi, Ze bilaterdlny vymenny kurz by sa mal v dlho-
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