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Mark-up and Export under Exchange Rate Movement
- A Study of Manufacturing Firms in Daegu-Gyeongbuk -*
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Abstract : This study investigates the effects of real exchange rate (RER) on firm level mark-up and export.
Using firm level data in Daegu-Gyeongbuk manufacturing industries during 2006-2013, we find that firms
adjust their markup in response to the RER changes and this adjustment is heterogeneous with respect to firm
and industry characteristics. In particular, an increase in markup following the RER depreciation is greater for
firms with lower intermediate input import and higher industry concentration. However, productive firms in this

region increase their export, instead of markup, during the RER depreciation. This implies that the productive
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firms in the region may not retain significant market power: They do not change the final price in local currency

to increase selling volume during the RER depreciation (the export price in foreign currency decreases).

Key Words : Daegu-Gyeongbuk, Manufacturing Firms, Real Exchange Rate, Mark-up, Export
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TR S sk njA= ke A9y =714 o}, ShEHSHAG R A S5 2)7H 71 o
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Firm/Ind, Characteristics X 8, +X’ i TE (4) Aol ARESIIT)E AT AR S0 2 7| AQPAATS
In(EXP,) = ata; + In(RER,) X8, + In(RER,) % A ff, AFA7F v|wE QI5te] AR HFoA] 3E
Firm/Ind, Characteristics X 8, + Xy + ¢;, (4) Z3HE 719AHd M ARSI AL, A4t v

AT WA o mlZel i WS AIRPE 1

o714 Markup,~= b =43k 714 jol 7] = o]0 ¥=(a year lagged variable)E EYU5IAAT]
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e FE AR 2T ARG, RERE & WAE 71999 vjas) 240 ST A 4 9

(# 2) 7EEXS 57| F2 SAF

KIC i Markup A= (2T) e 7@_ HHI
AAL (BZTR])

10 ARE 1554 (0.739) 7.905 (2.026) 0.109 0.019 (0.001)
13 AR 2= Al 1.672 (0.702) 8.368 (2.250) 0.109 0.188 (0.104)
14 2=, o=oHMAz| ¥ 2] 1.986 (1.027) 8.231 (0.830) 0.106 0.019 (0.001)
7 =z B0l L S0ME 1562 (0.601) 9.103 (2.214) 0.074 0.036 (0.002)
20 | EIEE Y SIEHRIE; oFE ML 1.406 (0.719) 851 (2272) 0.032 0.040 (0.004)
2 DML %EMEAWE 0.754 (0.248) 8448 (1.727) 0.050 0.032 (0.004)
23 H2&ZEANE 0.376 (0.267) 10.721 (1.241) 0.195 0.052 (0.015)
24 | 1%t 3% 1.273 (0.647) 9615 (2.197) 0.078 0.088 (0.008)
25 | ZaIIE 71 Y IR A 1.014 (0.480) 8478 (1.794) 0.064 0.011 (0.001)
26 | TXIEE, HHEEH, Y, S8 L SAE| 1.021 (0.496) 9.860 (1.940) 0.074 0.175 (0.058)
27 | 9=, Mol »E|7| LU AlA 1.667 (0.576) 8749 (1.125) 0.063 0.035 (0.053)
28 | T7|EH| 1.300 (0.532) 9.285 (1.835) 0.050 0.150 (0.212)
29 | 7IER7|A 2 HH] 1.318 (0.589) 8.825 (2.068) 0.069 0.019 (0.005)
30 | Aisxt Y EYE] 0.713 (0.265) 9.375 (1910) 0.061 0.091 (0.009)
31| 7IEt 28FH| 0.819 (0.257) 6.227 (2.821) 0.012 0.163 (0.026)
R 7T 0.832 (0.416) 8.487 (2.526) 0125 0.063 (0.010)
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MHHM\SHHS (E)oE=Y
—0.398*** —0.350"* —0.421%* —2 BO2*** —0.424™* 2 TTL**
In(RER,,) : . ’ : ’ ’
(0.154) (0.163) (0.156) (0.798) (0.160) (0.812)
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(1.612) (1.606)
—0.748 —0.895
IN(RER,)X HHI,
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7|h4=(7H) 430 430 430 430 430 430
TER|(7H) 1,445 1,445 1,445 1,445 1,445 1,445
R—squared 0.905 0.905 0.905 0.905 0.905 0.905
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RER) 0715 0.854 0526 334 0397 1503
(0.730) (0.767) (0.754) (3.852) (0.759) (3.895)
—16.05"** —15.36™*

IN(RER)X 7 | ZAARN, 6559 6067
-3558 ~4130

IN(RER,) X HHI, 1) 4.039)
0.923 1170

In(RER,,) X3! El—’.'_SE{ jinl (1349) (1372)
_ o074 0429
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13571 12589
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S [ 7017 —0.579 —0527 -0.547 —0.456 67.055™
SeTem (25:814) (1188) (1.179) (1.175) (1182) (26,607)
. 0584 14,581 -0.606 ~0.666 -0583 16,989
. 0.737) (17.663) (0.741) (0.735) (0.743) (17.303)
U 0.029 -0013 —4,004 —0007  -0055 53
o (0.216) 0212) (5904) (0.213) 0212) (5.99)
. 0278 -0.248 0233 -3757 0224 2196
" (0.200) (0.201) (0.200) (3312) (0.201) (3.369)
— -0.324 -0376 -0.278 0202 —50.774 -55.583
! (1583) (1612) (1577) (1.584) (52.945) (53.441)
Py 0.265 0.157 0248 0.266 0.257 0.188
0.261) (0.260) (0.263) (0.261) (0.263) (0.257)
T 1404+ 1375 1370 1370 1388"*  1306™
(0.188) (0.188) (0.189) (0.189) (0.189) (0.189)

N 0.052 0.047 0.057 0.060 0.055 0038
(0.082) (0.085) (0.083) (0.083) (0.083) (0.084)

P=nEsnt m5t st =5t frisi prisi st
7|247H) 430 430 430 430 430 430
TER|(7H) 1,445 1445 1,445 1445 1,445 1445
R-squared 0815 0814 0814 0815 0814 0816
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