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Abstract

International capital movement has made progress: at glébal liberalizrat;ion of
finance and foreign exchange; international monetary norm changing into floating
exchange rate system, easiness of collection of information and trade at
improvement of information communication technology from early: of 1970’s. Results
of empirical test for relation between foreign exchange rate or various
determination factors of foreign exchange ‘rate and interest rate are followed by
next sentences. First, according to relation between foreign exchange rate and
interest rate, correlation for each of variables after OECD entrance is increased.
But, long-term & short-term interest rate is affected by Hanbo & Kia's
bankruptcy, continuous large scale coporates bankruptcy and crisis of foreign
exchange. Therefore, financial instability is occured. If portfolio investment fund
has been inflow as it ts mollified by continuous shortage of foreign exchange and
fall of country’s credit rating, it is expected to have positive effect for long-term
& short-term interest rate from appreciation of won against dollar.

Second, results from relation between determination factor of foreign exchange
rate and interest rate are followed by next sentences. If surplus of current account
and goods account is continued, vield of corporate bond is to be stable. But,
margin of surplus is expected to diminish after second quarter 98, and difference
between external and domestic interest (after adjusting foreign exchange rate) is to
be diminished. And if net inflows of foreign investor's fund (stock and bond) is
diminished, it is to have .negative effect for yield of corporate bond. According to
foreign investor's investment movement of previous years, hedge fund were stayed
at least during two years in Mexico. It means that sudden capital outflow is not to
be happened at Korea.
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T E ANA = 6 N =

CA—FX 0.0023* (0.5614) ‘ 0.0204* (0.8577)

CP—FX 0.0008* (0.4698) 0.0048* (0.5101)

CB—FX 0.0156* (0.1445) 0.0034* (0.1529)

FX—CA 0.0471* (0.5636) 0.0165* (0.6733)

CP—CA 0.0000* (0.3747) 0.0006" (0.0903* *)

CB—CA 0.1024 (0.1085) 0.1042 (0.1030)

FX—CP 0.0076* (0.9970) 0.0016* (0.9334)

CA—CP 0.5691 (0.0000*) 0.0073* (0.0013*)

- CB—CP. : 0.0008* (0.0000* ) 0.0002* (0.0000*)

FX—CB 0.0261* (0.8813) 0.0262* (0.8082)

CA—CB 0.0960* * (0.8195) 0.0315* (0.3598)

CP—CB 0.0259* (0.1691) 0.0345* (0.0259* )
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(4) 248 oA AL 3ex 7t}
DQCBR: = -131 + 0.32DQCBR:-1 - 0.43DECPL-; - 025DECPL - = 0.J4DECPIi-3

(-241) (2:69) (-518) (-3.46) (-2.04)
+ 0.35DLWD,DU + 0.47DREU; + 0.62DREU.; - 0.05YLM2A,
(352) (4.21) (559) (-1.34) |
+ 0.3IDLMAIF, - 0.89QCBR.1 + 0.53ECPL 1 - 10.35LM2Ac

(461) (-655) (500 (-4.34)
+ 1434LMAIF.; + 0.71LWDy; + 0.66REU, 1

420 (6.23) (7167)
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