
ABSTRACT
This paper evaluates the out-of-
sample predictive ability of exchange 
rate returns for the leading emerging 
economies known as the BRICS.  In an 
attempt to see whether economic 
fundamental models can beat the 
random walk, monthly returns of the 
five exchange rates against the US 
dollar are evaluated using a series of 
individual and combined forecasting 
models. The empirical results show 
that combined forecasts by way of 
model averaging yield better 
forecasting performances than all 
individual models. The purchasing 
power parity along with the interest 
parity models beat the random walk 
model in most instances while the 
monetary fundamentals model 
generally has a poor predictive 
performance. 
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