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An Analysis for the Adjustment Process of Market
Variations by the Formulation of Time Lag Structure

T.HKim P C.L.Lee 2

ABSTRACT

Most of statistical data are generated by a set of dynamic, stochastic, and simul-
taneous relations. An important question is how to specify statistical models so that
they are consistent with the dynamic feature of those data. A general hypothesis is
that the lagged effect of a change in an explanatory variable is not felt all at once at a
single point in time, but The impact is distributed over a number of future points in
time. In other words, current control variables are determined by a function that can be
reduced to a distributed lag function of past observations. It is possible to explain the
relationship between variables in different points of time and to estimate the long-run
impacts of a change in a variable on another if time lag series of explanatory variables
are incorporated in the model specification. In this study, distributed lag structure is
applied to the domestic stock market model to capture the dynamic response of the
market by exogenous shocks. The Domestic market is found more responsive to the
changes in foreign market factors both in the short and the long run.

Keywords: Time lags structure, Polynomial lag distribution, Artificial variable, Turning
point forecast, Theil’s inequality coefficient
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