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<Table 1> presents summary statistics of the variables of interest. It contains
data about the Korea stock market. The variables are the returns of the thirty-six
industry portfolio returns in excess of the risk-free rate. DSPRK is the default
spread between BBB_ rated and AA rated bonds. TTK is the spread between
three year treasury bond and an one year term fixed deposit. MSGK is money
supply growth and MVOLK is the market volatility computed from monthly return
data. IPGK is industrial production growth and SWGK is the growth rate of the
Stock and Watson(1989) coincidence index of economic activity. All variables are
from January 1980 to December 2003. The data are at monthly frequency and in
month percentage points.
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<Table 1> Summary statistical charateristics

| Industry M i std. Dev. | Industry b agga st
Gas -0.971 11.922 Internet 7.542 33.254
Construction 2.622 21.397 Auto 6.252 35.465
Metal 2.338 17.472 Autoparts 1.728 17.689
Finance 6.500 32.181 Electronics 2.832 17.992
Machinery 0.726 15.169 Petroleum 2.282 16.377
Trade 3.421 23.477 Pharmacy 1.442 13.991
Semiconductor 6.325 24.817 Ships 4.275 24.896
Semiconductor .
) 1.942 18.704 |Papers/Timbers| 1.215 16.549
Equipment
Heavy
Insurance 3.167 19.121 . 1.243 17.203
Machinery
non-Metallic .
. 2.241 15.952 Securities 5.681 27.961
Mineral
Services 3.038 15.453 Steel 2.805 14.686
Textiles 0.523 14.371 Computer 3.922 28.043
Food 2.665 16.426 Telecom 4,742 26.459
Transport Telecom
2.626 20.333 . 1.466 14.567
/Warehouse Equipment
Logistics 3.818 19.908 Cosmetics 5.389 23.711
Bank 4.658 26.717 Chemistry 2.162 15.516
Beverage 2.754 10.951 SI/Network 2.502 27.037
Clothes 2.852 19.216 SW/Solution 5.745 26.660
MVOLK 1.021 13.174 TTK 0.476 1.175
DSPRLK 4,064 0.591 Call rate 8.372 5,524
MSGK 1.430 3.248 IPGK 0.700 2.157
SWGK 0.064 0.875
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<Table 2> Predictive regressions between Metal and market portfolios

~Panel A: MVOLK “Panel B: Metal
A L@ D , f*f?i 5 3@)
2.851 -3.087 -3.774 1.962 -3.640 -3.936
Constant
(0.736) | (-1.587) | (-1.214) (0.862) (-1.227) (-1.222)
-0.128 -0.234 -0.589 -0.104 -0.375 -0.306
Metal(-1) " - .
(-2.001)7[(-2.002)" | (-3.263) (-0.593) (-1.410) | (-1.119)
0.474 0.008 0.096 0.168 0.421 0.411
MVOLK(-1) (1.085) | (0.026) (0.474) (0.723) (1.471) (1.435)
INFK(-1) -1.972 -1.610 -3.538 -3.733
(-0.662) | (-1.574) (-1.513) (-1.581)
DSPRK 2.057 2.661 3.462 3.258
(3.259)" | (3.066)° (1.047) (1.420)
TTK 7.180 1.106 3.204 2.315
(1.516) (1.496) (1.237) (1.572)
Call rat -3.320 ~-3.443
all rate (-1.583) (-1.016)
adjusted R? 0.165 0.596 0.860 0.009 0.223 0.225
T 287 287 287 287 287 287

This table presents the results from forecasting the market return in month t
using variables at month t-1. Metal is the return on the primary Metal industry
portfolio. MVOLK is the market volatility computed from monthly return data.
INFK is the CPI inflation rate. DSPRK is the default spread between BBB_ rated
and AA rated bonds. TTK is the spread between three year treasury bond and an
one year term fixed deposit. In all columns, the least squares estimates. Newey—-West
t-statistics (in parentheses), adjusted R2, and number of observations(T) are
displayed. Newey-West serial correlation and heterskedasticity robust t-statistics are
calculated with three monthly lags. The sample period is from January 1980 to
December 2003. * Significant at 5% level. ** Significant at 10% level.

486



A9 FHAG AGYd 4 AR 33

%4

38 AL FANSY Fayel R Y8 T F Uk

<Table 3> Granger causality test between stock market and industries

L F R 2242 6 8 0\ FEAAGH
Gas—MVOLK 2.455(0.310)  |[Logistics—MVOLK 7.069(0.001)°
MVOLK—Gas 1.385(0.241) [MVOLK—Logistics 0.855(0.598)
Construction—>MVOLK 3.252(0.007)" |[Bank—MVOLK 1.434(0.220)
MVOLK—Construction 1.331(0.267)  |[MVOLK—Bank 1.135(0.381)
Metal->MVOLK 6.283(0.001)" ||Beverage—>MVOLK 2.411(0.033)"
MVOLK—Metal 1.748(0.120)  [MVOLK—Beverage 2.237(0.046)
Finance—-MVOLK 0.541(0.865) Clothes—MVOLK 3.247(0.007)"
MVOLK—Finance 0.548(0.860) MVOLK—Clothes 1.167(0.359)
Machinery—=MVOLK 1.579(0.167) Internet—MVOLK 0.337(0.967)
MVOLK—Machinery 0.809(0.638) MVOLK—Internet 2.914(0.026)°
Trade>MVOLK 3.236(0.007)" |[[Auto—MVOLK 1.559(0.173)
MVOLK—Trade 1.610(0.157) MVOLK—Auto 1.818(0.105)
Semiconductor>MVOLK 4.538(0.001)° [Autoparts—MVOLK 4.285(0.001)"
MVOLK—Semiconductor 1.457(0.211) MVOLK—>Autoparts 1.303(0.281)
Serniconductor 1563(0.172)  |[Electronics»MVOLK 5.103(0.001)"
Equipment—MVOLK
MVOLK—Semiconductor Equipment 0.965(0.506) MVOLK—Electronics 1.389(0.239)
Insurance—~MVOLK 6.848(0.001)"  ||Petroleum—MVOLK 8.003(0.001)"
MVOLK—Insurance 1.415(0.213) MVOLK—Petroleum 1.365(0.250)
non-Metallic Mineral>MVOLK 4.115(0.001)° [|Pharmacy—MVOLK 1.553(0.175)
MVOLK—non-Metallic Mineral 0.581(0.835) MVOLK—Pharmacy 0.453(0.921)
Services—MVOLK 2.835(0.015)°  |Ships—>MVOLK 2.846(0.015)"
MVOLK—Services 1.368(0.249) MVOLK—Ships 1.215(0.330)
Textiles>MVOLK 3.212(0.007)°  ||Papers/Timbers—>MVOLK 5.743(0.001)°
MVOLK—Textiles 1.485(0.199) MVOLK—Papers/Timbers 1.002(0.476)
Food—MVOLK 5.497(0.001)° |[Heavy Machinery—MVOLK 0.776(0.668)
MVOLK—Food 1.341(0.262) MVOLK—Heavy Machinery 0.894(0.565)
Transport/Warehouse—=MVOLK 8.071(0.001)° [[Securities—>MVOLK 9.626(0.001)*
MVOLK—Transport/Warehouse 0.917(0.545) MVOLK—>Securities 0.936(0.529)
Steel>MVOLK 7.660(0.001)°  [[Cosmetics—>MVOLK 1.724(0.126)
MVOLK—Steel 1.505(0.192) MVOLK—Cosmetics 2.180(0.052)""
Computer—MVOLK 3.160(0.008)°  [[Chemistry—=MVOLK 8.166(0.001)"
MVOLK—Computer 1.584(0.165) MVOLK—Chemistry 0.745(0.695)
Telecom—MVOLK 4.374(0.001)" |[SI/Network—MVOLK 0.488(0.819)
MVOLK—Telecom 1.841(0.101)  MVOLK—SI/Network 0.890(0.589)
Telecom Equipment—MVOLK 0.616(0.807) SW/Solution—»MVOLK 0.449(0.916)
MVOLK—Telecom Equipment 0.979(0.494) MVOLK—SW/Solution 1.347(0.283)
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This table presents Granger causality test between stock market and industries through
VAR model. MVOLK is the market volatility computed from monthly retun data. All
variables are from January 1980 to December 2003. The data are at monthly frequency
and in month percentage points. The statistics package is using the Econometric views
and time intervals are three by monthly frequency. But, it does not have different results
in case of other time intervals. * Significant at 5% level. ** Significant at 10% level.
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<Table 4> presents Granger causality test between coincidence index(CI) and
industries through VAR model. All variables are from January 1980 to December
2003. The data are at monthly frequency and in month percentage points. The
statistics package is using the Econometric views and time intervals are three by
monthly frequency. But, in case of other time intervals does not have different
results. * Significant at 5% level. ** Significant at 10% level.
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<Table 4> Granger causality test between coincidence index and industries

5 5 T ENOE = B R
Gas—CI 0.922(0.436) |[Logistics—>C 5.760(0.001)°
Cl>Gas 0.210(0.888) [[CI-Logistics 0.990(0.404)

Construction—CI 2.582(0.063)" [Bank—CI 1.133(0.344)

CI—Construction 1.762(0.166) [ICoincidence index—CI 1.163(0.333)

Metal—CI 2.423(0.076)"" |Beverage—CI 3.645(0.018)"
CI—>Metal 1.428(0.245) |[CI—>Beverage 0.417(0.741)

Finance—CI 1.240(0.304)  |IClothes—CI 2.335(0.085)™"
CI—Finance 0.055(0.982) {ICI—Clothes 1.068(0.370)

Machinery—CI 0.485(0.694) |Internet—CI 0.007(0.999)

CI—>Machinery 0.850(0.472) | CI=Internet 1.302(0.286)

Trade—CI 1.463(0.235) [[Auto—CI 0.815(0.491)

CI—>Trade 0.808(0.494) _[[CI—>Auto 1.056(0.376)

Semiconductor—CI 1.618(0.196) [lAutoparts—CI 2.193(0.101)

CI—>Semiconductor 0.831(0.483) |[CI—=Autoparts 1.092(0.361)

Semiconductor 2.474(0.072)° |Electronics—CI 1.993(0.090)""
Equipment—CI

Cl>Semiconductor 1.156(0.335)  |CI—>Flectronics 1.170(0.370)

Equipment
Insurance—CI 2.194(0.101)  |[Petroleum—CI 2.652(0.058)""
CI—>Insurance 0.437(0.726)  [[CI—>Petroleum 2.312(0.087)""
i’gI Metallic Mineral 4.641(0.006)° |[Pharmacy—CI 4.868(0.004)"
Clnon-Metallie 1.157(0.335) |CI>Pharmacy 1.230(0.308)
Mineral

Services—CI 1.491(0.228) |Ships—CI 0.847(0.474)

CI>Services 1.019(0.392) _|ICI=>Ships 0181(0.908)

Textiles—CI 3.416(0.024)° |Papers/Timbers—CI 2.097(0.112)

CI—Textiles 0.685(0.565)  ICI—Papers/Timbers 0.801(0.498)

Food—CI 3.361(0.025)° |Heavy Machinery—CI 1.542(0.214)

CI—Food 0.807(0.495) _|CI—Heavy Machinery 0.820(0.488)

Transport/Warehous—CI 3.687(0.017)" [Securities—CI 1.496(0.226)

CI—Transport/Warehouse 1.299(0.284)  [[CI—>Securities 2.270(0.091)™
Steel—>CI 0.805(0.496) _|[Cosmetics—CI 3.803(0.015)
CI-Steel 0.771(0515) _[[CI=>Cosmetics 0.765(0.518)

Computer—CI 3.761(0.016)° |Chemistry—CI 2.184(0.101)

CI—Computer 1.062(0.373)  |CI=Chemistry 0.622(0.604)

Telecom—CI 0.858(0.468) [ISI/Network—Cl 0.297(0.827)

CI—Telecom 1.536(0.216) [|ICI—=SI/Network 3.121(0.050)""
Telecom Equipment—CI 0.863(0.466) [|SW/Solution—CI 0.112(0.952)

CI—>Telecom Equipment 1.326(0.276) (|CI->SW/Solution 0.344(0.793)
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