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Abstract

The result of variance decomposition through yield of Treasury of 30 year maturity of
USA, S&P 500 index, stock price of KEPCO has 76.12% of impulse of KEPCO stock price
at short-term horizon, but they have 51.40% at long-term horizon. After one year, they
occupy 13.65% and 33.25%. So their effects are increased. By the way, S&P 500 index and
yield of Treasury of 30 year maturity of USA have relatively more effect for forecast of
stock price of KEPCO at short-term & long-term. The yield of Treasury of 30 year
maturity of USA more than S&P 500 index have more effect for stock price of KEPCO. It
is why. That foreign investors through fall of stock price of USA invest for emerging
market is less than movement for emerging market of hedge funds through effect of fall of
yield of Treasury of 30 year maturity of USA, according to relative effects for stock price
of Korea companies.

The result »f varance decomposition through won/dollar foreign exchange rate, yield of
corporate bonc of 3 year maturity, Korea Stock Price Index(KOSPI), stock price of KEPCO
has 81.33% of impulse of KEPCO stock price at short-term horizon, but they have 41.73%
at long-term norizon. After one year, they occupy 23.57% and 34.70%. So their effects are
increased. By the way, KOSPI and won/dollar foreign exchange rate have relatively more
effect for forecast of stock price of KEPCO at short-term & long-term. The won/dollar
foreign exchange rate more than KOSPI have more effect for stock price of KEPCO. It is
why. The recovery of economic condition through improvement of company revenue causes
of rising of KOSPI But, if persistence of low interest rate continues, fall of won/dollar
foreign exchange rate will be more aggravated. And it will give positive effect for stock
price of KEPCO. This gives more positive effect at two main reason. Firstly, through fall of
won/dollar foreign exchange rate and rising of credit rating of Korea will be followed.
Therefore, foreign investors will invest more funds to Korea. Secondly, inflow of foreign
investment funds through profit of won/dollar foreign exchange rate and stock investment
will be occurred. If appreciation of won against dollar is forecasted, foreign investors will
buy won. Through this won, investors will do investment. Won/dollar foreign exchange rate
is affected th-ough external factors of yen/dollar foreign exchange rate, etc. Therefore, the
exclusion of instable factors for foreign investors through rising of credit rating of Korea is
necessary things.
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