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Abstract

As the global economic crisis, the Korean foreign exchange market appears unstable
with large fluctuations in exchange rate. Inevitably, there is growing attention on price
variables such as exchange rate and interest rates and also on corelation between the
factors. This is an empirical study on the causality of fluctuation between exchange rate
and interest rate in the Korean market under global economic crisis. The fluctuations
in won/dollar exchange rate and call rate are described and followed by analysis of
lead-lag relationship between the two variables using Cross-correlation function and

Granger causality test.

Keywords: Cross correlation function, exchange rate, granger causality test, interest

rate.
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