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The purpose of the project is to develop an ARIMA model for Japanese Yen vs. US Dollar exchange rate during Jan 1971 and May 2006.  The model was built using monthly data. To start, a graph of the data was constructed.
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The exchange rate seems to move in several sequences. From Jan 71 to Jan 80 the exchange rate shows some downward trend. Then between Jan 80 and Jan 86 the exchange rate stays in the range of 200 to 250 with high degree of volatility. Starting from Jan 86 we can easily see the pattern going downward with less fluctuation. As general I would expect this ratio should be non stationary, especially the downward drift is much stronger than the stochastic fluctuation.
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