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Abstract

International capital movement has made progress at global liberalization 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 is 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. But if external factors from depreciation of
ven and China’s renminbi are instable, interest rate is expected to increase from capital’s
outflows.

Third, if it is to decrease instability of foreign exchange rate from increase in surplus of
future current account, credit rating’s upwardness, stability of yen and renminbi, foreign
exchange rate is expected to be stable. It is expected to have continuous stability from
short-term interest rate to long-term interest rate in this empirical test.
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t

I 3&=7 29 A A o)y 23

Z7EkY o1z Aole AR FE fEFo2A  o)AA A A M(interest arbitrage
transaction)& ZAAZITE Fujg B{riA(PPP)o] AFAZMe] dEAVIY HAL HA=R
i, olztg HrHAL FAFTEAFS NN FAHY FEFFN AP d=U7ke HA, =
Zuapag 9 Zapate] AL L AR st @r)FEAFR AFAG e FHHAE
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olo cjst A& g #Erth
g A 8- A (Fisher equation)oll &13lH HEoOIRE RS HAAAE »# EB7H% ]

oz Gedn oA FuHes ARl test 2ol Auertn AAeA

R=7r+nrn
=7+

A7)A FHA T BAE =SS UBdh. @AAEARE AAstE A dAolRge
o)zt adEHA =7 HBE, Ao F Ao o3t thFo] FYF

§ 7ole WMol osl JUR A FRe BAAEEY Aolst HEz Tgol
iﬂ.

o= _E_(%;i — g
ozl St HEZ-&(spot exchange rate)o]® E(S) & FEEE U 7S vebd
t}.

e F 4 A gy e IAIFM A (International Fisher Effect or Fisher
Open)?& =& 4 givh

Ee gg# Zo]l Yeld 5 Qi)

e=R-F

ojg} ol FHAIAI AEAY e THES E(-) e EEAHAHY #AE, 721dA)zE 4
Hals WAAS HWEHR & olx& H7FZA(UIRP : uncovered interest parity condition)
olgtm o},

g AR A Y] wWE v go] floke AAsAA AHA Y GE oloje] WA Y F
HBAOME AT 29 o diF HAEF Z v YH(forware premium)oly AEF A
7}2 E (forward discount), & E S o} F717ke] ol & ATt X&)

2 AHAEHL 4daoa ) %% olx vzt FHz AL WeE Bgoly FAE FPUeE 2T 9
o]z} glojof BTk webd FglBEel olx et "*‘011—} Aol FAsEx @an A PR A4
selg e grofop ahch, zewf HAe 1% 28 A3 O B

S AT AR Fldel e A SYA ol Lol ohueh WAEHG FE BAZ Bl F4Y
shgole] gaAsog el we ool dnk gaA sEe) olLsel 23 A= ohisel duu v
g4 4 ole wgoli o_mol AAE A ok w8 Busl Zadel o9 Beel AAAEE 09
Sol Az A¥Y REAFEHE ART 2] GEol FARMAFl o Ade PHo Amyx
et Aol 4AS 7MJ' Qe

oleish Aol Bashi SANMENE BANOE BEH FAS UYL nAT @ Aoy Be
ol ofr Uelel %3 B8 WAL FA4shE Aol o KHHIE Boets JFes $EUR A
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o714 FE AEF&(forward exchange rate), S FEFHE, RS FTUWHEozlE, R &
TP Zo)xgS& vERATH

Aol Ao FEHFAYE NEFAGY AER Avses 2HE Uehir] wEo 49 Aujs
o2& H7F=Z(CIRP : covered interest parity condition)oiztx 3tk ey, #ddzoez zEA
g go] Eet B BE A, XA AP F)o] EAEr] Wil ol ojxkg
HrtzPel A¥HEA #2¢ £ Utk 011?“‘1] &2 i XEZe Ty HZH(portolid
balance approach)ol] ¢lslH W F W& 93 F 9 d(foreign exchange risk)o] E#3}7]
ol TR o FAPite] M2 ES4d diA Aol AT wekA, o2k S Al wHArbE

4, AANSA, Aol sheH mE AFAA s ol g8 R- R = L5 4

=
thel W A& APZYPPS Jehdrh. A+0clsd A% Felazt 2u
A

e 3 o) 2 Aol A-HEHA] FE =

L

o] Mol HEd F 3
BT AR oL

Felvztel AAFAEFR CPEele 94d o) F dmesi&es I3 #AE Bolu 3l
o FEI7 A FAE B 94d olF AERY ddE Az divjgdgo] IHAE A
° d B0 57t B stFea diuge@E s AXE FI ASIHATHKE 1> FE).
olglg T ARFEY R F&o BAE UFY AroE FHves 22 FEE Boln

(SH91 10222, %)
= = 94 % %
ZRES 453 895 2372
ZEZURER 7.28 8.92 12.05
IEEEECERD) 80362 771.04 804.78
CP= gl 13.1 14.0 12.7
S 2 B 12.9 13.8 1.8
XE st B2 SBaasg, THSA
<H 2> H29 TEE2XS RYARS 32 U 8
(SHet 109 Ed, %)
z = %4 % %
TEE0o SANS
FARE 2.49 4.09 363
SHAY Se(NY D) 717 10.28 9.16
ool elEe 25.15 2497 25.34

Xt & :IFS, Yearbook and Balance of Payments Statistics
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o sk digoe] Frlste Ao YEYH<E 3>FE). 53 OECD/HY °] JTJr
&9 Cpaa WEol ud *é‘?é@M Z7h8teE AE ¢ F Uk =3 2% HANA &
A5 ©So] WAsA wEn gtk ol BAHA FEAF A w
F AANSIY AdzE motk 84 A o HAAFIEY] WS HH
of e ggoz o 8FAA FFL wHa o 10F olF AAHT EES Holn
289 ¥eg 2d F84%5 xVdE CPEdol ddtd ¥ 94Fe FA X3z 4
TAEz ExREo) Frtsto deEs Fwo] o]FojAH < 125742 CPEEd I}HAAE
F31 e AE ¢ F AKKaY 2> FxR).
3. 880 AX¥RETD F2lo A
Ha g0l tA AdAHE BEES Bola Yoy opF &7l &3] diid Row
g £ e Aol #FH o #&o LAY AYFA FAL Frho V&S F
o) AgzA 7154, gl Aty AB(FE2HF), MEAEA St FEAAA 5
<HE 3> 81 Foh|gel Hezhe) o nb
o 2wer 48 CHo e 4%
T = NF = 4 AF =
FD—CB 0.0978x 0.0913%*
CB—FD 0.0021* 0.8967
FO-~CP 0.0991%x 0.0062*
CP—FD 0.9401 0.4183
FD—CB 0.0270% 0.0276%
CB—fD 0.1928 0.4253
FD—CP 0.1829 0.2169
CP—oFD 0.7850 0.0009%
Z 1) CP: (P32, CB: SAMAYE, FD : &8 (¥ 17 A28
2) &XbE p-at, A—B= AJL BE Granger OFJ(8HC= H S IHA
3) xpxiz 2 59, 10% RASTUM Ji2e & 9S82 90|
4) SULE XTE 939 1H 4URO 964 102 4AUNKY
0.4 Bl 2 = f_ = A_‘a__ ‘_g
0.3
o.2 -
oO. 1 4
° A
~o.1 e _—
0.2 1 ISt X1 wer T L
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BEEEEY EEy R
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TR EE) =3 047
EEEE B 0.72
9=l ERAZ(FA, MHA) erY D) 051
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2RAQG. 2 490 F thule) FUA@LEAFIL $48 Ao d4uEn o
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¢ % SIAbA e 2
A R YD _EXT SUN 1B CB CBR
1 0.0107 | 18.1328 | 3.4610 | 5.9371 0.0518 72.4066
3 0.7282 | 222741 | 10.2810 | 2.2447 | 40.8973 23.5748
6 20747 | 18.2948 | 109716 | 7.1502 | 42.9646 18.5441
9 3.9536 | 16.5988 | 15.3973 | 10.6056 | 38.0361 15.4086
12 4.5489 | 155772 | 17.3974 | 11.5740 | 36.6635 14.2672
F: 1) YDE /LS, EXTe HULASAM(EEEZR), SN2 AS0 EXXS(FA, M) &7Y,
TB= &3 FA, CB“ Ba+X, CBRZ ilA}xH‘F—‘%’-E:OII‘. 2ol s 1AAE WY
2) H2IIU2 924 138 ~984 128 NXI0| 2 AlAs= 6Y

2
3) 984 4gol=9 £X= X JEY

30

20 +

-10

_20 |

=30 = T T T T T T T T T T T T T T T
9701 9703 9705 9707 9709 9711 9801 9803

) U ISelAt = ZMMSAE ~ Libor(3ME) - AU HSH5E

Ry

<28 6> SBEXFE Dest WS R Se(LZ & %p)

IMF TAlg§ AHold# olFe F&3 Adr|F AAAAE EH IMF oldB IMF
ol Fo ©rlgest A7IFde AAAe] FolAI . 2P U F AL B Eo| &
Zlselst Frigeel 44 9FE Fu 849 &gl ”71:‘E]°ﬂ UA F¥E Fu 2IE
27F tAl Zriggel d¥e FE EEE FEHAL A &4 F&x ALrIFe] MF
dFE w2 Qdo} ofe IW FEAFY AFAAY ELE UHASA &L USES Y
I dT (<KE 8> Fx) ©r1Fd% Frigde dA4 St FE CPsds A&
#AACAA et Ao ole FEA HAZAS ARG £l mE g AFoE 2
4 71FE 7199 A58 FUF T2 CPEE/t 553 dARAE F3td AT
o ¥%& & Aoz BTG Fgo] BrFYS A ¢xHer ¥ Fe AL
&o] ¢tHFo Zo @ RPe §¢F A FAT sEHste T @rIvE Ut olFo
o]¢} AEE HAMTAET IS HFolte Aol wtgd Aow BT

vt gto g SEFFEUE JAMFAESY JFE LAFHRPOR gF Bk o A
gHgo] 989 242715 H 99 1471742 Add 1009 HFstd AT ELS 1.02%pH
E2AY £ AT € 7 AT (KE 9> Fx). A o] BT 15000 FFEE HAG
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DQCBR; = -13.1 + 0.32DQCBR-1 - 0.43DECPI;-y - 0.25DECPh-» - 0.14DECPli-3

(-2.41) (269 {-5.18) (-3.46) (-2.04)

+ 0.35DLWDw-1DU + 0.47DREU + 0.62DREU - 0.05YLM2A;
(3.52) (4.21) (5.59) (-1.34)

+ 0.31DLMAIF - 0.89QCBR-1+ + 0.53ECPI-1 — 10.35LM2A.-
(4.61) (-6.55) (5.09) (-4.34)

+ 14.34LMAIF-1 + 0.71LWDi-1 + 0.66REU-
(4.20) (6.23) {7.67)

()et

rlo

-2t Adiusted R%= 0565 DW= 179,  QU2)= 845(p-2k : 0.75)

o{71M AFRE HH

Sy

rr
u

tSat Zot

P
“J

S A9 Fx| & el ey
QCBR A R ESAUE
DQCBR QCBRel F7|cid|t &tk DQCBR= QCBR,— QCBR,_,
CPI 2H| XX F
YCPI MASo| ]| L8 XEIASE ((CPI,/CPI,.4)—1)*100
ECPI I LH|XEIIASE Kalman FilteringS AFE
DECPI [®7|die| Z|HAB|RIETIASE ECPI,— ECPI,_,
M2A EESHET
LM2A E2E35le 203t LOG(M2A)
YLM2A zg323te -
ﬁ@%;NHHI 4o o (LM2A,— LM2A,_)*100
YM2A Zssle] HUASI|e| EIte ((M2A,]MRA,—4) —1)*100
IF EDNXEEHN
ENXAK &4 A
LMAIF %for%o% %“e‘g ¥ L LOG(UF,+ IF,_\+ IF,_;+ IF,_y+ IF,_)/4)
DLMAIF LMAIFe| A7|cHe|Hste (LMAIF,—~ LMAIF,.)*100
LWD 2i/ste] sige 2% LOGIFX)
DLWD pljgte] rg2aite (LWD~LWDi-1)x100
M7|du|HstE
QREU BEERIRNET)
DREU QREU2| X7|ciy| g5t DQREU=QREU~QREU;
DU IMF =gt 023t
Holwg 97d 128 8E 1,
LI X[ = 0)




THREBEBEE F 214% F 488 1998%F 117 141

<E 8> IMF O|XMDt 0|59 8D MEhIZel olnteby
2 = uigt 2 R
= MZ =6 N =6
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+)
Z 1) CAE 232|, CP= (P22, (B AMAMLUE, FXe 820132 YE 1AXE HLU
2) £RE p-48 2 0l6t A—B= AJl BE Granger 07180 = A IR S o0&t
3) x k= 242 5% 10% FASFEHMM Jize £ S8 9olg
4) () ABE 979 1Y 3YSH 979 128 22494 e
<H 9> QALHIHEOZ (53 BHELFUYE Z2FFE F0|
(SH2] - #, %op)
3 & 98 /4% 7] ~ 994 /487
1,400 13.75
1.300 1258
1,200 11.01
F AR ANNGUR 2F 2IIHTY

g =t DLARRASY FPo BAS YFEAY ATHAY AHE FYstd 2w
gew 2o

A, 283 Felo] BARAL B9 OECD/MNOIE 2 Wsgztel dA4S AXR AW 97
del By % sloltEle WIS AME REst 48t FWFe] FFS Fof FE
% Bobgo] 24P Aoz ndd. AEHez JHRE Al TAANEEF siete] WA A%
Hof EEelo FXRFY 4ol o|FolAW unlee] BesHHALD et AT ol
T4 AHE F 2oz e

SH), B2ARRAI U BAS 2Y FAFAY FAFA T Aol upe} A%
Oge tha HHE B&g 2 Aol stk ey 24870l ZxFo) £5HY Ao
dAE R gor tue FUHBLEEFIN Fadn 9FA FAAFEAR AW &
Yol ZAEE R AMALY B FAHY 4% 1Y Folth ¥H AA T T
Bz 2 o WAz 2e dABSs} Had 2dold FAD AAE e &+ Axo) 34
P AEREE 9L Aoz dAET 2Au /LY B2 st 23 ALs A § oo
sxacle] BFEY A9 ARGE AAAA Feol Fue E FoE wALh

g, AeHos F ANFA SAE F/s g5 4224 57 d/LHBE 2
detstel bd B teloido]l Ml BEBAH addo] BadW §go WA Bag
2 ASE WA o]k AFEY AR HAY B 37Tl £H2Q sFaq

oz 88 ol
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25 : VARZH

1) VARE ¢ 57
VARE YL 7]&¢ FZE3(structural equations system)o] HAHAYsE FA-HA ZFAH

ol 7}el(spurious) AFH A S WAt Q& FHIL FRAQ] ZHY b e #H
7}(biases)?] ¥ 3& 3 Eolg(ad hoc) A718H LAFGloIE Azbe] AR Fste] FA
e Bgg WA F Jv FET AAE TEIH.

T Wy 2 wddgo] WEE B Ae AlFe ZUYBE ol Fo3 ddo HYIHARY
ozx W Mel L Alate] Zold & 7‘31—3— ArH o2 dg F e’ By FHo]
g4 7he e aF AAE 24 7igolth AAEE o83 VARSHE < F#A (causality) &
oo L2502 YW (unidirectional)olgts RE R A Z(Sims, 1972)o o ¢

HA

Aotz #8478 A BAXE AFREHY sted oS Zo] 89 B & Utk =
HARA st o2 (unit roots)¥ F 3 E(cointegration)E A F Al olch. BA Al Aol &
2% 712 u EAAS VAREH S FA3 I 98 == v EF A A28 F (nonstandard
asymptotic distribution)& &l wek F49 t-FAFFo] ok FA guE A RaA due
Rolty, T, ZAAHSFIo] @Yol EAY A FAEY HAHLE A& (differenced
variables)& ©] &3t © Engle, Granger(1987) Ttd AAWFo] FHE] EA4T F$ 1
AxEHrEz TAHE VAREHAAE 22453 8 (error correction term)e] Fu o 23
A Aol 9 F(misspecification)& HAAFIths RAolth

4, VARE M= 2389 F85 42L& Yellry] #3] 52498+ 4 (impulse response
analysis)e] 2ol=d] FAA AlEHE 2L Z%¥H(reduced form)o2A =48 wdE
(innovations)2 A2 &= eu 7z} o] wAe IS AE3] AT + gA @
ot wabA, Zd AT E 3 (Choleski decomposition)2tE &2l # ¢l A i 3} (orthogonalization) &
7tAsle Aotk ol W] A4S 93 A (identifying restrictions)e] wieto 2 A
Blanchard$} Watson(1986), Bernanke(1986), Blanchard¢} Quah(1989) F+Z37 W z}713] 4
(structural VAR)EE & A¢tstsct v #2238 VAREHAAME 2P (innovation) 2] FH7A
7 BA-ZEAGHC B E Fof W vdtd T2F VARE v J3 o]&H

Aets Bol Fo2M 5HHY FA(hock)d AEE FHditieie AxE2 & F dy 2™
d oolglg A4 77 A7A @3] FEHe diHoln Hd U % ofyztn &
F Qlth ¢4 VARE'_%‘C’“H AEEE BEEY FAaAAAYH] dan AAANAL] F
A9+ A (trend station @ TSE&)o|}, i}-ﬁr‘l 7 A (difference stationary : DSE 65‘)0]‘4011 o 3}
M gzl shapt Ao A &Hn e AAelw £F, FHAME FEREIEAM £
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