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The effect of shipbuilding industry foreign exchange hedge on
exchange rate, volatility of exchange rate and the policy implication

Hoseong Moon

Abstract : This paper finds that business in the shipbuilding industry affects significantly
the exchange rate and its variability. The effects of the amount of orders received and
construction in the shipbuilding industry on the exchange rate and its variability are
preemptive and long lasted. This implies that business cycles and the exchange rate hedge in
the shipbuilding industry are important factors in understanding the exchange rate and its
variability. Advancement in the technology of exchange rate hedge in future may reinforce
the importance of business cycles in the shipbuilding industry. It is, therefore, required that
the policy authority should monitor carefully the shipbuilding industry for the stability of

foreign exchange market.

Key Words : Hedge, Exchange Rate, Volatility of Exchange Rate, Shipbuilding Industry,
Impulse Response
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