““' Journal of Money & Finance | Vol.24 | No. 4 | 2010. 12

FAFEANY Fh0] FHITEAY
A Ao A 9%

T
2
-
2
_>L
rr
N
Y
H
oflt
i
tlo
J
o
%
=)
A1
ol
)
[[ge)

2], KOSPI, ¥/g&e& HaAdo] ojd 4

jin)
ru
4
=
ol
clo
>
o3
1o
rE
of
oX
tlo
N
2
rlo
ul

SFAF] High SAo] Hok

19901 o] % Ui 58 H ARZAE AR 2 4, 3 Ad 5 Siies
APRe] Mol A F7FsHTh o ol 2 19904 39 $heA| vt Ea g S
oAA A FAEEAER v A A Fhe W 58-F0] £04%0] 4 19971 1140

2 2010 048 142; &Y 20104 078 199; AMEE Y 20104 09€ 30
o Qs 200sshAE A ulel] ojste] ATELS, EFF o] 8L 2010 HA|
Fotetslol A MiE ETOR GOIT RS T4 FHFEATU WAL watel ool

4
k=

*
o

=
i
ar

[}

ox o 1o

ASIREA S E- YT
Fd e FAISR 243(Tel : 02-760-0614, E-mail : lky@skku.ackr)

*%

IHZEAIE £20| TUZSAIF WS4 Djxi= g3 49



 +10%71A] HAA o= F71ste] whet gheHE /o] 2A Figtth 53] 19979 =
& - E97]9] ofut R 19979 129 A BAIEA =7t AR HEEA B R o] Y5t
A SEHEAEE Ao R Attt AN Ak v R Y 7t st
HsFo] 7)o +4%ol| A 2} ol whet 4|09 WMol HAF AX Tt
o8 - ] AR SistEth o|eh o] AT FA Aol A Fhet 7}
Sol A7HAAAARlol el 1 Fo] AP SA] drEEel wet o] 59 WEAo]
S

A2F S 28 ol AR AEARE oS 2L Sl

Sl ST g 190t o) F A-581et Ee] ool A HAH o A

T L A
So 93l FATA G} 199260] 10%e4 FAH 02 St eirh 19984 0] 2
Aol whe FjEot FAZESY 2] 7125 SHolt AT Fapxpe] 3
A S WA Egick olo] wet T AT S5} Bl WAl el
wat oot SAZAAGY F2o] TR WERES A F7H4I71A el

T gAbrotet SaEEe] SR digTEEe] il 1) A a0t
sue YT o el wek Adider «EAE | 2wt E 5 Sle /g
of Tx3} He @4l A7) olF A7l A HetEe FAgol UERd AT
E3F /deieheo] S0 wel /g gEe] MeAol A4 Skt T ot
: w9719 AutE oAl 3§ Faixof Eogink
Zol w8 H ARZAIES YT Aok AF ) 4 5 SUHlEsAE
Al S7HARIG 5t ok el 9] AR el 3lEoly
7H4 o] FAAA A F 28 SA w6

©
§:)
I
H
=
;5

Al = AT ﬂ%x}ioﬂ a7 A*OH A B ofyet -] Aol A ApAek=

aEA e vFo] v SUHek] wEt AT EAIR S0 SUlEAIL] el

50 %R M24E R4S 2010



o Az} ¢

[e)
bl 1
21 n|2Es}A

gl

2

j=2

u| L3718} ol

=
=

|

1.
= ©

A

[¢]

Faz Siek whebA =4

0

At

]’E]' 'E;'S‘] u] %9]

R

o

]3] 7] %=

e %
= [
%H%_ﬂmmio_e um,
_ E__lE._O,m.XO__O J._l‘m.,l_.c._‘ul
s o o i W o fe ol o % -
%@zﬁém&m cm_ﬂﬂw%nl éw&a@aMWg
o N o g B 29 A ) g2 XM © 5 T
TEE2Z P X, ;wo_;aﬂmm;%ﬂmzv
v T —_— v v X
) =0 4 w E TR R R T T oM
oo TR N mak%qyab.g_oq
S X o o o o o P oo Vo gy = E Mo W L
X o XMW ol 1N = w9 T X wﬁ w2 B 5 BT
< ofo gp B8 B X o« Mo T2 o] X° oy pual]
X = o % 8 8 X m % %@%ﬂw N =
mxﬂomﬂ,mmnowuwm\ KU%_ELQH%WWE,&onﬁ
dﬁEo}.ﬂqﬁT. 3 ‘aloEJHUWQHMﬁ sa_w__.ﬂmo%.
[ = 5o s Mo o T R p & M8 g W
o L e = g Moo o H
o = b o S E = Bo ) ﬂuogomﬁ]VﬁPee
JIE_EE_EH._l‘mﬂo mr Jﬁlnoﬁﬁd g;ﬁﬂ)ﬁ_r
ﬂm_ﬂﬂr%fﬁqxgz,m o TN Mo._mvimg%%_g
® o o o T £ B * R ¥ oo B A o oo
TwE W e oo O R = o s = W ome < 3 o B o Z
zvyﬂkeﬁ_@mL w_mﬁoéﬁ_m Mo\@__bmﬂlu._ﬁﬁ
o 77%Emt > o F M%HTOE_EAQ&%
) o o g M i E oo X R ) o
o JHO‘mﬂaOH _!\nmﬂ_ﬂ.” ]FLZ/O ]_l\,.ml
™I B oo B N A = T x5 9 18 F I )
P PR ox h E_Emﬂﬂ%%%hbz%ﬂﬂﬁ%
Llﬂﬂuﬂﬂrﬂﬂﬁmﬂ N = .AT.AT:_OA#JUUWH_AIFIQMCIEOX;_M
___mzuq}ﬂLzﬁ 3 ST E T ﬂmoﬁeuT
mw BT = W X mﬁ i 5 %2 o 7 P g O ok ow ™ e
<3 HD_“_H_”‘I_/E m,_‘|~
EE%@%MQ@Q%o;wﬂa_uoﬂmwgoamo,@
& T o K= FT o WM woE W B T g X g rom W X
fﬂ%ur.mwtwmﬂﬁ%“%e_bwﬁmoq%mmm%é%
ﬂ_l‘mlmﬂﬂw._qmu_x__w_lwmu—HNIHE,UI.A_M,T,UIM%.OTMO_LH.C,.MOGH_Mn_momm
o o % P oo X o B o o) & X o BOBOE X g ur
Hﬂ;uznutﬂoPdlla ZA1dH1_.__Ma VK%E
o OFH._‘.FVNE_E N ;o,_ax b ,ﬁﬂ__lﬂ..ro UHWAAZ,*M )Z]_u‘.rL
.E%ﬂ.ﬁmm% @oztzomli_wwvﬁrzoﬁiﬂo%
T =< & me,vufmﬂﬂ»ﬂﬂ ]ﬂ_,ow_MWu]m]HT
moo z = moo T
N 8w A N
T

1

5

=H3E =

AT 57
=40

20| ZUZSAIE HEMNO| O0)X|=

g = o3l

= g



%141%%/\1%7&94 %‘1174] Ee WS *«1

FHEEAER] AT 247 AAH] o Rigobon and Sack(2003) 3%
GARCH X33 o|-§3tof wl= 716} wl= & - ©7] 2|7k 22 Aol A A=A
ol F&F= vAe7E B8 Atk & SUlas AR SA7IA S AEAIE A
Hetrh HH Flemming, Kirby, and Ostdiek(1998)= =ru] $=4], A ¢, S| AR HE5A
S GMM & S8l L4t F-eluzte] 4ol ol ¥ (2002)0] 22
22 Tl 25T S FAYEY] MEdo] ojd JudAE

7HAAL le7hE AT E QI B oby 2t o] 29(2003)2 SUlE gAY AduEA

1o
riot
b3
rlr
N

>,
Sy
A
o_>t£
rSL'
L

o
2
-
1o
H
é
5
i=

}w ChH% GARCH R/ $4) EU 3|93 S-gusiaze] duable Aojuy
QleH(o]+%, 2000 %17). $HH Longin and Solnik(1995), Tse and Tsui(2002), Engle(2002)
oo A BT AT AlRte] B wet FEjAoR WISkl QlaS Ko
T3 Qlek fEuete] Af-olle o2 % (2001)0] Engle(2002) B1E& o|g-5to] /g g
8] UEAESS TAALS o6 HBEAS AL 1S Unte 3. B
A7} 7+ 5}0] A= Engle, Ito, and Lin 3l QgtA Ao A 2 5
o] AA R g FAo ofd FIFZ nA=TE
Shephard(1994)-> & #|(stochastic) H&4 2% S ]85} ﬂ%}/\]%‘ Hsd7ke] A
PAS Aot

(oF
B

)
©
A=
o
)
=
@)
m
1% WIO
o[-m

TAFEARY F40] TUEEARY Hsdd vAe 9%

H
of Sl i o185 - B Ao 33
Fehs T FEAELY AANS A 9

52 &mWR M24E H45 2010



3y
HETH< S A> 3

EREEEAL
B Aol 2% BFRFOR Tt e mHo] 1
(Yf:t—i)"" (Vf:t) (1)
Vpi

Y
YD.t,fi
o) ez g

(A;f 0
o Abﬁ AUD
drgeig-s 59 9

1=
=
Tol s E TAE 3x1
7_‘P7_‘l—

) o
YD,t bD
A ollA V= vl=a e, AR,
3x1 ¥WEolal ¥, = =we], KOSPL /gefshs
i Appe Y7 3x3 PEol 28} vy, 0 vy =
EEai= g
(2)

wejolct. shebule Af., Aby, Apy
3x1 wEolth 4 ()& theal o] Helsly vet

Al

YF,t = byt f]AZfFYF,t—iJF Vi E(VFVF,) = O
Yp, = cpt ZW Yot EADDYDt i T E(tht,) =V
= i=1
AL Q)M ¢ W, ¥, Elnm,) e 27 thadt ZtH(Hamilton, 1994 =),
=bp— Ybp
Qo Ve
v, = AZF_ !I/OA;“F’ i=1,p
Enny= V= 2pp — QDF‘Q;";-QDF
Al (2)9F A (3)o gt OLSef| 9j%F J%E}U]El FAANL AEEE 7
wjeba] Zobg VAR 239] setuleel AL 08 A @iE 4 ()
A ofgA oot
IHZEAE 40| IUFEAE HS



®)°lA ey=

(A5)S AF

ojn

sfof ot

oo

<
A

Rojze 4

iy
o

o]

X

%!
.

!
ol
A
il
=
)
X
el
~

3} o] tehd 4 gk

(10)
(11)

=17

4

VAN, i=1, 2,

AT IR

A=

=
S
TR
H1 Hm Hr HJ Hm s
%%%M%
%%M%
%%@
%%
:
H

H,

=
=
—
TL LTl
Al afaadalag
T

S

<t

~

@

+
—
TTATTL
SO KE
N Qo o, O K, =
TR ERR
T

S

[Sa)

L]

~

@

+

3

L]

N

@

I}

T

=

2

>

t. T, D, ¥, C, K, W&

&t

ofu]
2], KOSPI, ¢/<#

19528 g2 &ol 21 x 1 HMEZ A
o], oA, gy

gl

& e

gl

2010

=

54 &mmR M4 M4



O, =(Onr (14)
LD
OL%
OLc
Ok
Opw.

Onr_(07r 07 07« 000),
071907 Orfop Orebpe 00 0
Ordfvr OrPypblrsfss 000
Orifer Orfep Orbox 000
Orifxr Orifip Oreblpe 000
Or9wr OrPwpOryOws 000

Orp- 9207‘ 9370 937‘{ 000),
Opifsr OpPepbpsfss 000
Opitfer Opfep Opxbox 000
Opi9xr Opfrp Opelxy %00%

Opr9wr OprPwp OpyOwy

Oy (057 Oxp Oy 000
Ovfor Osfop Oyxbeoy 000
Os 1957 OsPrp OxsOry 000
O 19wr Oy PwpOsybywy 000

Orc—(0or  Oop 0w 0oc 0o Oy )
QC'TGKT QC'DGKD €C¥ 0[(¥ 00691(0 BCAHKK 0(‘\’&*61&’\*
Ocrdwr OcPwp OcxOwy Occlvwe Ockbwi O cwdww

>

2 2 2 2 2 2
QL. K= ( 91( T GKD 9A’¥ 0[(0 9[&'1( QAW

Oxrdwr OxPwp OnyOwy OxcOwe Oxbwi O xwlww

Ow (Ohr Oip Oy Oic O i)

A (1904 0,2 21 x6 FHo|r Y FragZo] Fefise] G mAA
Fatoka A7) W&ol O, 6, 0,2 4,5 682 002 FAHC

g A (13)3 Zo] FARE FEE 7HAY shehulE] AlofE FA R 50k
GARCH RF& th&3} o] ZAE 4= glth

IHIEAIE £Z0| BUZEAIT #BSA oxi= g8 55



vech(#) = Ky + K\ (Hpp 1\ + K, V?ﬂt,l (15)

DDt —1 VDt 1
Hyy 1/¥t .
H,

CCt—1 2
H Ct—1

KKt —1 iy

Kt—1
Hypy g1
Py t—1

A AS)A g 20x 1, K2k Ky 2424 21 x 690H] 0,9 B9 mhR7EA| =
S Srag o] selise] GaES mAA) Ratchn AR vl K3 K, ) B
Ho]' 15%x3 ‘E%JEE:]% Z1]-Z1]- 0032 ?_/\é%]:]_

V. =2 54

N R0 A B ARE 1330, CEEANHD), WEIRE(ES), F
=, KOSPL e/2#ghe 59 dd Atzolt). njmgd|2e vdd7laws e vA
FRSAFHCAND)7E AREEY sl d2e F5(9Y), CDEE(01Y), CPaE(91
), B AR EGY) Fol ARETh 2Ry AHARY A=Y 54 iAo
Agol et B0 B ARREATEIG A RAES AL A, Z ARY
d&2(USTB), T2 4(D)), Ad/EHe-&(¥/$), A4 2E(CBR), KOSPI,
)/ BHE(WS) S9] 67 Wt AR E ASE Btk 24774 19994 1Y
447E 20099 49 23U7HA] ol BEA7]= 25397 0lT) vl 2|9} dl/Eeehee
FRB A25, S Feet Qe saod) AaS 27 ARgsigon theEAL]
=9} KOSPI At=+= £7F= Thompson Reuters®] Datastream Database 258 At U9
ARE AHShe B =3 vls Abolof ARREAIZE A fizel & Aol M=
o BAIE 2] 9ia) 22 7ol BAARE AT BRE 2] Hol

°1N K g

(e

o
2

O

T&/ﬂa%i% A/ eiggol m o e A e

L RO B ol A8 WSS FuE BHT

3 2 19 AR ol§ae Aol Thils GARCH 3o
i,

J_
o
ox
i
i)
2
rlr
N,
e
2
o
fu
ru
N
2
~

56 £mWR M24E H45 2010



L
Ho
ri
sy
ofd
2
=hd
o
o
A=)
N
P
off
)
ot
tlo
off
=?‘=
>
il
1o
A
ox,
m{o
m>~

tH 2 7|2 gt

Hix—] <IE 1> 479 AAE ARE-3He] AAJSH ADF A (Dickey and Fuller, 1979)%}
7] (Phillips and Perron, 1988) A5 Hojsal Qlt). PP A a
Ak Newey and West(1987) W2 Foll A3l 40|
ol
BA

_o ]_
AAATE AU B 243Re] L3} ofHo| Al

"CJ

=
2 2T &S HolF I Qrk. W 67) AR WGE A BE B 9] 2w

7hdel 1% weeEstoll A AR 7|z

i
s
rl
fjo
A
Rl
30
o
rir
)
T

<Table 1> Unit Root Tests(Lag = 4)

In the Table, USTB, DJ, ¥/§, CBR, KOSPI, and %/$ imply the U.S. Treasury bill(3-month), Dow Jones
index, yen/dollar exchange rates, corporate bond(3-year), Korea composite stock price index, and

won/dollar exchange rates, respectively. ~ denotes significant at the 1% level.

Statistics ADF PP
Variables Trend Excluded Trend Included Trend Excluded Trend Included
USTB -0.178 -0.529 -0.173 -0.514
D) -1.511 -1.229 -1.426 -1.163
Level ¥/$ -1.501 -1.932 -1.360 -1.745
CBR -1.223 -1.496 -1.104 -1.349
KOSPI -1.190 -1.857 -1.114 -1.729
w/$ -0.936 -0.411 -0.848 -0.372
USTB -21.255* =21.271* -21.593** -21.613*
D) -20.494** -20.523** -20.865** -20.900**
Difference ¥/$ -19.591* -19.605* -19.965* -19.981*
CBR -17.176** -17.172% -17.068** -17.062**
KOSPI -19.547** -19.542** -20.737** -20.733**
Ww/$ -18.735** -18.760** -19.938* -20.027*
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<Table 2> Johansen Cointegration Tests

In the Table, Ho : r = 0 implies the null hypothesis that a cointegrating vector dose not exist.

H La Trend N Critical Value Trace Critical Value
0 & | Included (95%) (95%)
X 10.493 21.144 15.497 31.618
r=0 9
o) 28.234 24.482 38.397 39.098
2. 712 EAF
<3 3> B9 HIFE (%) et 7| 2eAES ol Stk n|RRSd

22|37 EE, USTB) W3-80 HiS -0.172x107% =2 a7t 42 o2 sfhsla 9lo
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<Table 3> Summary Statistics of Percentage Changes

In the Table, USTB, DJ, ¥/§, CBR, KOSPL, and W/$ imply the U.S. Treasury bill(3-month), Dow Jones
index, yen/dollar exchange rates, corporate bond(3-year), Korea composite stock price index, and
won/dollar exchange rates in order. + denotes significant at the 10% level. Q(10) and Q%(10) imply
Ljung-Box statistics for 10th order correlation in changes and squared changes, respectively. Numbers
in parentheses and brackets present standard errors and the p-values of the asymptotic chi-squared

statistics, respectively.

USTB DJ ¥/$ CBR KOSP! W/$
Mean -0.172x107° -0.006 -0.005  -0.089x107 0.033 0.006
(0.101x10%"  (0.018) 0.010)  (0.104x1079)  (0.028) (0.010)
Standard 0.051 0.902 0.480 0.052 1.426 0514
Deviation
Skewness -1.837 -0.329 -0.194 0.548 -0.466 -0.688
Kurtosis 38.205 8.241 5.891 10.957 5.957 38.581
Maximum 0.426 5.555 3.031 0.395 6.781 5.561
Minimum -0.714 -5.459 -3.127 -0.360 -9.393 -7.070
Q0) 685.305 498.948 599.635 996.730 647.072 812.720
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000]
Q10) 1702.788 3037.483 545.282 987.295 1113.624  2289.770
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000]
B0 - 71 TE, G20 02 I | eHeR ks S HET A
Ao E o T4 HEHSS HojZy gk o] HL <1 125, <1 225, <71
32>, <18 42>, <Y 52>, <Y 6-2>2EEHE Folg &= 9t} 3l o]& 1YES
ol v|AFESET, oA, Ayl A9 22 G897 o] HE
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<Figure 1-1> Level of USTB

<Figure 1-2> Difference of USTB
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<Figure 2-1> Level of DJ Index
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<Figure 2-2> Difference of DJ Index
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<Figure 3-1> Level of Yen/Dollar
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<Figure 3-2> Difference of Yen/Dollar
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<Figure 4-1> Level of Corporate Bond <Figure 4-2> Difference of Corporate Bond
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<Figure 5-1> Level of KOSPI <Figure 5-2> Difference of KOSPI
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<Figure 6-1> Level of Won/Dollar <Figure 6-2> Difference of Won/Dollar
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<Table 4> Estimation Results for the VAR(9) Model with Exogenous Variables

In the Table, TB, DJ, ¥/$, CBR, KOSPI, and ¥/$ imply the U.S. Treasury bill(3-month), Dow Jones
index, yen/dollar exchange rates, corporate bond(3-year), Korea composite stock price index, and

won/dollar exchange rates in order. *, *, and ** denote significant at the 10%, 5%, 1% level, respectively.

‘;g_j—ﬂ\‘ tﬂ—/v\— Y’/m YI)J.I Y¥/s.1 Y(WR,/, YA'O.z Yw/s./,
o -0.065 0.005 -0.001 -0.021 0.014 -0.002
cre (0.076) (0.014) (0.007) (0.071) (0.019) (0.007)
co) -0.402 -0.153 -0.046 -0.385 0.090 0.051

(0.306) (0.056)* (0.029) (0.291) (0.079) (0.030)"
0.000 0.016 0.000
Y 0.000 0.000 0.000 (0.019) (0.005)" (0.002)
0.021 0.247 -0.056
You 0.000 0.000 0.000 (0.106) (0.029)* (0.011)**
0.436 0.172 0.074
Versd 0.000 0.000 0.000 (0.200) (0.054)* (0.020)*
v 0.908 -0.003 0.004 0.025 -0.021 0.001
W (0.020)% (0.004) (0.002)* (0.026) (0.007)** (0.003)
v 0.037 0.834 0.017 0.112 0.292 -0.085
pht 0.111) (0.020)** (0.011) (0.138) (0.038)* (0.014)**

. 0.286 0.077 0.860 0.140 -0.111 0.021
AL (0.211) (0.039)* (0.020)* (0.263) (0.072) (0.027)
v -0.836 -0.007 -0.005 -0.085 0.020 0.004

R (0.027) (0.005) (0.003)* (0.030)* (0.008)* (0.003)
, -0.082 -0.812 -0.034 -0.115 -0.021 0.048
pr=2 (0.142) (0.026)** (0.014)* (0.162) (0.004)* (0.016)*
. 0.122 -0.105 -0.773 -0.293 0.152 -0.059
i (0.275) (0.050)* (0.026)* (0.301) (0.082)" (0.031)"
v 0.609 0.004 0.000 0.083 -0.019 -0.006
L (0.031)% (0.006) (0.003) (0.031)* (0.009)* (0.003)"
. 0.292 0.748 0.020 0.361 0.288 -0.029
phs (0.164)" (0.030)** (0.016) 0.177)* (0.048)* (0.018)

. 0.028 0.067 0.672 0.062 -0.168 0.058
¥/ (0.314) (0.057) (0.030)* (0.324) (0.088)" (0.033)"
v -0.520 -0.001 0.003 -0.066 0.016 0.002

A (0.032) (0.006) (0.003) (0.032)* (0.009)* (0.003)
, 0.008 -0.643 -0.025 -0.090 -0.194 0.024
PR (0.176) (0.032)** (0.017) (0.185) (0.050)** (0.019)
v 0.346 -0.100 -0.584 -0.389 0.112 0.049
i (0.334) (0.061) (0.032)* (0.336) (0.092) (0.034)
v 0.461 0.004 -0.008 0.063 -0.029 0.001
B (0.032) (0.006) (0.003)* (0.032)* (0.009)* (0.003)
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Zc‘f_)—ﬂ\‘ E‘f‘ Y’IH[, YI)J.I Y¥/s.1 Y(WR.L YKO.I YW/S.L
. 0.119 0.519 -0.007 0.123 0.273 -0.042
PR (0.181) (0.033)** (0.017) (0.185) (0.051)** (0.019)*
v -0.408 0.015 0.479 -0.022 -0.103 -0.003
FAE L (0.341) (0.062) (0.033)* (0.335) (0.091) (0.034)
. -0.454 -0.015 0.004 -0.092 0.021 -0.001
M (0.032)% (0.006) (0.003) (0.031)* (0.009) (0.003)
. -0.204 -0.443 -0.017 -0.109 -0.150 0.025
DA (0.176) (0.032)* 0.017) (0.178) (0.049)** (0.018)
v 0.329 -0.031 -0.349 -0.393 0.124 0.020
o (0.333) (0.061) (0.032)* (0.322) (0.088) (0.033)
v 0.389 0.018 -0.003 0.051 -0.028 -0.003
BT (0.031) (0.006)* (0.003) (0.030)" (0.008)* (0.003)
. 0.052 0.335 -0.002 0.162 0.143 -0.025
DA (0.163) (0.030)* (0.016) (0.165) (0.045)* (0.017)
- -0.366 0.045 0.278 0.641 -0.092 0.010
T (0.311) (0.057) (0.030)* (0.300)* (0.082) (0.030)
v -0.248 -0.008 0.002 -0.016 0.020 -0.004
B (0.027) (0.005)" (0.003) (0.026) (0.007)* (0.003)
v -0.007 -0.227 0.006 -0.124 -0.029 0.006
DS (0.142) (0.026)** (0.014) (0.142) (0.039) (0.014)
v 0.434 -0.035 -0.178 -0.213 0.022 0.003
AR (0.273) (0.050) (0.026)* (0.261) (0.071) (0.027)
v 0.137 0.001 -0.001 0.012 -0.011 -0.002
00,0200 (0.004) (0.002) (0.019) (0.005)* (0.002)
. 0.013 0.096 -0.004 0.043 0.050 -0.030
DA 0.111) (0.020)** 0.011) 0.114) (0.031) (0.012)**
- -0.314 0.024 0.096 0.160 0.030 0.023
VA9 (0.209) (0.038) (0.020)% (0.201) (0.055) (0.020)
1.031 -0.007 -0.002
Yoy 0.000 0.000 0.000 (0.020)** (0.006) (0.002)
-0.008 0.847 0.006
Vo1 0.000 0.000 0.000 (0.076) (0.021)* (0.008)
0.031 -0.064 0.884
Ve | 0.000 0.000 0.000 (0.207) (0.056) (0.021)
-0.881 0.002 0.003
Yo | 0.000 0.000 0.000 (0.029) 0.008) (0.003)
0.108 -0.848 -0.030
Yioi-s 0.000 0.000 0.000 (0.099) (0.027)* (0.010)*
0.010 0.005 -0.747
Y-z 0.000 0.000 0.000 0.273) 0.074) (0.028)**
0.800 -0.007 0.002
Yaumi-s 0.000 0.000 0.000 (0.033)* (0.009) (0.003)
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<Table 5> Estimation Results of I and 6,

In the Table, TB, DJ, ¥/$, CBR, KOSPI, and ¥/$ imply the U.S. Treasury bill(3-month), Dow Jones
index, yen/dollar exchange rates, corporate bond(3-year), Korea composite stock price index, and
won/dollar exchange rates in order. *, *, and ** denote significant at the 10%, 5%, 1% level, respectively.

YIBr YDJ,t Y¥/$,t YCBR.t YKO.t YW/bS,t
-0.257 -0.084
Yo 1.000 (0,062 0423) 0.000 0.000 0.000
-0.010 0.204
Ypu (0.004)* 1.000 (0,055 0.000 0.000 0.000
-0.010 -0.130
) Yy, 0002  (0.020)* 1.000 0.000 0.000 0.000
! v -0.022 -0.145 -0.441 1000 0.071 -0.657
rt (0.015) (0.089) (0.151)** ' (0.101) (0.239)*
v -0.018 -0.236 -0.134 -0.027 1 000 0.445
Ko (0.004)*  (0.025)*  (0.042)*  (0.008)** : (0.064)*
v 0.005 0.008 -0.164 -0.003 0.026 1 000
Wit (0.002)* (0.008) 0.012*  (0.002)"  (0.007)* :
Yo 1.003 0.262 0.031 0.000 0.000 0.000
Yo 0.008 0.976 -0.198 0.000 0.000 0.000
9, Yy 0.011 0.130 0.975 0.000 0.000 0.000
=1y
Y oo 0.024 0.190 0.506 1.000 -0.089 0.696
Yo 0.024 0.255 0.026 0.026 1.009 -0.432
Y -0.004 0.006 0.002 0.002 -0.027 1.013
1.000 —0.257 —0.084 0.000 0.000 0.000 Y.
—0.010 1.000 0.204 0.000 0.000 0.000|| Yo
_ _ Y.
Ly, - 0.010 —0.130  1.000 0.000 0.000 0.000|| Ys/s. (16)

—0.022 —0.145 —0.441  1.000  0.071 —0.657 | Vipp,
—0.018 —0.236 —0.134 —0.027 1.000 0.445

Yo
0.005 0.008 —0.164 —0.003 0.026 1.000
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<Table 6> Estimation Results of w, and w;

In the Table, TB, DJ, ¥/$, CBR, KOSPI, and #/$ imply the U.S. Treasury bill(3-month), Dow Jones
index, yen/dollar exchange rates, corporate bond(3-year), Korea composite stock price index, and
won/dollar exchange rates in order. *, *, and ** denote significant at the 10%, 5%, 1% level, respectively.

UsTB DJ ¥/$ CBR KOSPI W/$
0.239 0.002 0.004 0.158 0.005 0.024
i (0.038)* (0.001)* (0.001)** (0.045)* (0.002)* (0.002)**
o 0.002 0.021 0.004 0.018 0.000 0.672
‘ (0.001)* (0.004)* (0.002)* (0.005)** (0.000)* (0.097)*

<Table 7> Estimation Results of 3,;

In the Table, TB, DJ, ¥/$, CBR, KOSPI, and ¥/$ imply the U.S. Treasury bill(3-month), Dow Jones
index, yen/dollar exchange rates, corporate bond(3-year), Korea composite stock price index, and

won/dollar exchange rates in order. *, *, and ** denote significant at the 10%, 5%, 1% level, respectively.

J. USTB DJ ¥/$ (BR KOSPI W/$
0.715 0.000 0.002
usT8 (0.018)* (0.000)* (0.000)* 0.000 0.000 0.000
0.000 0.925 0.001
D) (0.000) (0.008)* (0.000) 0.000 0.000 0.000
0.000 0.000 0918
¥/$ (0.000) (0.000) (0.016)* 0.000 0.000 0.000
CBR 0.000 0.000 0.000 0.882 0.080 0.000
(0.000) (0.000)* (0.000)* (0.014)** (0.061) (0.000)*
KOSPI 0.000 0.000 0.000 0.000 0.908 0.000
(0.000) (0.000)* (0.000)* (0.000)* (0.015)* (0.000)
W/ 0.000 0.000 0.000 0.000 0.000 0.000
(0.000)* (0.000)* (0.000)* (0.000)* (0.000)* (0.000)*
<E 8§ A9 2AAE HoFT Yt} <& 89 hAFE 17]79] A7) 24l
Foagdol g 2 ¥WEAHY v AES HolRa gt BE SAHoR o9l
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<Table 8> Estimation Results of «;;

In the Table, TB, DJ, ¥/$, CBR, KOSPI, and ¥/$ imply the U.S. Treasury bill(3-month), Dow Jones
index, yen/dollar exchange rates, corporate bond(3-year), Korea composite stock price index, and

won/dollar exchange rates in order. *, *, and ** denote significant at the 10%, 5%, 1% level, respectively.

J. ! USTB D) ¥/$ CBR KOSPI W/$
0.348 0.001 0.002
USTB 0026% (0000 (0001 0.000 0.000 0.000
0.000 0.066 0.004
D) (0.000)°  (0.008)*  (0.001)* 0.000 0.000 0.000
0.000 0.003 0.035
/s (0.000) (0.001)* (0.007)** 0.000 0.000 0.000
R 0.001 0.069 0.000 0.101 0.002 0.000
(0.000)** 0.071) (0.000*  (0.013*  (0.000)*  (0.000)**
(OSPI 0.000 0.017 0.001 0.001 0.068 0.000
(0.000) (0.005*  (0.000*  (0.000)*  (0.011) (0.000)
/s 0.000 0.024 0.053 0.000 0.000 0315
(0.000) (0.004*  (0.010*  (0.000*  (0.000*  (0.031)*
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<Table 9> Estimation Results of K, and K,

0.715 0.015 0.002 0.000 0.000 0.000
0.006 0.248 -0.016 0.000 0.000 0.000
0.008 0.032 0.028 0.000 0.000 0.000
0.017 0.047 0.013 0.000 0.000 0.000
0.017 0.064 -0.002 0.000 0.000 0.000
-0.003 0.002 0.005 0.000 0.000 0.000
0.000 0.925 0.000 0.000 0.000 0.000
0.000 0.126 -0.192 0.000 0.000 0.000
0.000 0.182 -0.105 0.000 0.000 0.000
0.000 0.242 -0.015 0.000 0.000 0.000
K, 0.000 0.006 -0.031 0.000 0.000 0.000
0.000 0.000 0.918 0.000 0.000 0.000
0.000 0.016 0.477 0.000 0.000 0.000
0.000 0.032 0.023 0.000 0.000 0.000
0.000 -0.002 0.153 0.000 0.000 0.000
0.000 -0.004 0.022 0.883 0.079 -0.431
0.000 0.052 0.004 0.023 -0.078 0.004
0.000 -0.001 0.078 0.003 0.002 -0.002
0.000 0.001 0.005 0.000 0.908 -0.165
0.000 0.003 0.004 0.000 -0.024 0.004
0.000 0.000 0.025 0.000 0.001 0.000
0.348 -0.019 0.003 0.000 0.000 0.000
0.003 0.018 0.000 0.000 0.000 0.000
0.004 0.002 0.001 0.000 0.000 0.000
0.008 0.003 0.001 0.000 0.000 0.000
0.008 0.004 0.000 0.000 0.000 0.000
-0.001 0.000 0.000 0.000 0.000 0.000
0.000 0.066 0.003 0.000 0.000 0.000
0.000 0.008 -0.007 0.000 0.000 0.000
0.000 0.013 -0.003 0.000 0.000 0.000
0.000 0.017 0.000 0.000 0.000 0.000
K, 0.000 0.000 -0.001 0.000 0.000 0.000
0.000 0.004 0.035 0.000 0.000 0.000
0.000 0.003 0.018 0.000 0.000 0.000
0.000 0.002 0.001 0.000 0.000 0.000
0.000 0.000 0.006 0.000 0.000 0.000
0.001 0.084 0.003 0.101 0.002 0.101
0.000 -0.003 -0.014 0.003 -0.006 -0.093
0.000 0.018 0.035 0.000 0.000 0.217
0.000 0.023 0.009 0.001 0.068 0.045
0.000 -0.011 -0.020 0.000 -0.002 -0.134
0.000 0.025 0.048 0.000 0.000 0.315
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<Figure 7-1> Impulse Response of Volatility of Bond market
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<Figure 7-2> Impulse Response of Volatility of Stock Market
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<Figure 7-3> Impulse Response of Volatility of Foreign Exchange Market
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<Figure 8-1> Impulse Response of Volatility of Bond

market
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<Figure 8-2> Impulse Response of Volatility of Stock Market
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<Figure 9-1> Impulse Response of Volatility of Money market
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<Figure 9-2> Impulse Response of Volatility of Stock Market
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<Figure 9-3> Impulse Response of Volatility of Foreign Exchange Market
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< Abstract >

The Impact of International Financial
Shocks on the Volatility of Domestic
Financial Markets

Keun Yeong Lee

This study analyzes the impact of international financial shocks on
the volatility of domestic financial markets, It simultaneously investigates
casual relations between domestic and foreign financial markets such as
equity, foreign exchange, and money or bond markets, It combines and ex—
tends the models of Lastrapes (2005, 2006) and Rigobon and Sack (2003).,
It is assumed that foreign variables such as U,S, interest rates, Dow Jones
Index, and yen/dollar exchange rates are block exogenous, following Last—
rapes (2005, 2006).

Lastrapes (2005, 2006) used Cholesly factorization to recognize pa—
rameters in structural VAR models, But this method cannot reflect con—
temporaneous relations in financial markets well, because it unilaterally
restricts causal relations between financial variables, Therefore, the paper
estimates contemporaneous parameters in structural VAR models under the
assumption that conditional variance—covariance matrix is time varying
like in Rigobon and Sack (2003), In addition, it is also assumed that foreign
variables in conditional variance—covariance matrix are block exogenous
in order to reduce the number of excessive parameters which should be
estimated,

The whole sample period is from January 4, 1999 to April 21, 2009
and the sample size is 2539, Two day’s average return data are considered
to avoid time lag between Korea and U, S,

The empirical results show that news shocks in domestic stock, for—
eign exchange, and money or bond markets cannot significantly influence
volatility of the other domestic financial variables, when foreign financial
variables are considered together, On the other hand, news shocks to for—
eign variables such as U.S, interest rates, Dow Jones Index, and yen/dollar
exchange rates have relatively large impact on volatility of domestic finan—
cial variables, Particularly, shocks to Dow Jones Index and yen/dollar ex—

* School of Economics, Sungkyunkwan University(Tel : 82-2-760-0614, E-mail : lky@skku.ac.kr)
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change rates have stronger impact on volatility of domestic financial mar—
kets than shocks to U,S, Treasury bill and federal funds rates,

Volatility of domestic money and bond markets is powerfully influ—
enced by shocks to U,S, federal funds rates rather than Treasury bill rates,
Shocks to federal funds rates also have much stronger effect on volatility
of call rates than volatility of corporate bond yield rates, Volatility of cor—
porate bond yield rates is more affected by shocks to Dow Jones Index than
shocks to yen/dollar exchange rates, On the other hand, volatility of call
rates is more strongly influenced by shocks to yen/dollar exchange rates
than shocks to Dow Jones Index, The empirical results suggest that the
domestic monetary policy is closely associated with the foreign exchange
policy because a balance of current accounts is very important in a small
open economy,

Key words : Foreign News Shocks, Volatility, Structural VAR and GARCH
Models
JEL Classification. F3, G1
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