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Dynamic Causality and Impulse Response between Maritime Import Volume,

Relative Real Effective Exchange Rate, and Regional Industrial Activity

Abstract

: Focusing on a Trade Port of the Jeonnam Province

Kim, Chang-Beom

The objective of this study is to determine the short run and long run dynamics between mar-
itime import volume (IMV), industrial production (IP), and real effective exchange rate (REER) of
the Korean Won over the REER of certain major currencies (US Dollar, Chinese Yuan, and
Japanese Yen) in Korea's Jeonnam province. The Johansen and Juselius cointegration results reveal
that at least one cointegration vector or long-run relationship exists. Hence, this study estimated the
long run equilibrium equation, which indicates that both IP and REER are inelastic, although the
former is bigger than the latter. Moreover, the dynamic causality analysis reveals short and long-run
unidirectional causality from IP and REER to IMV in all three models. Further, in all the models,
the results indicate short run unidirectional causality from REER to IP. In addition, the impulse re-
sponse (IR) results show that the impulse of IP and REER decayed after four months. Additionally,
the IR analysis results indicate that the REER of the Korean Won over the REER of Japanese Yen
is the biggest with respect to the impact of relative REER on IP, which is the proxy variable of re-
gional real income. Thus, empirical results indicated that real income and REER play an important
role in determining the Jeonnam's maritime import demand behavior in the short run and long run.
More importantly, substantial actions reducing unexpected fluctuation of the REER and real income
based on micro and macro economic policies will increase the imported volume in the ports of
the Jeonnam province.

Key words: Jeonnam's maritime import volume, REER, industrial production, dynamic causality,
impulse-response
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