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Abstract This study examines the role of economic uncertainty in stock price determination in the
domestic stock market. To this end, we analyzed the relationship between economic uncertainty
indices at home and abroad (USA, China) and stock returns for non-financial companies in Korea
from January 2000 to 2017. For the analysis model, the 3-factor model of Fama and French (1992)
and the 5-factor model including momentum and liquidity were used. As a result of the analysis, a
portfolio with a high beta of economic uncertainty showed higher stock returns than a portfolio with
a low beta. This was the same as the US analysis result. Also, the analysis results using the US
uncertainty index were more significant than the regression analysis results using the Korean
economic uncertainty index.
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Fig. 1. Korea, US, China’s Economic Uncertainty Index
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Table 3. Portfolio comparizzson according to uncertainty
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Table 4. Comparison between the group with high
uncertainty beta and the group with low
uncertainty beta

(Unit: 1000 million won, %)
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Table 6. Portfolio comparison according to US uncertainty

Table 8. The Relationship between Excess Return

beta of Individual Firms and China's Economic
IR market premium Intercept Uncertainty

low -13.543 1125 15,078 Varigble | herameter | - Standard t Pr) Itl
2 6614 1157 7.860 Intercept -0.296 0.088 -337 0.0007™
3 -4.145 1.011 4.705
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4 2718 0.966 2912
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Table 7. Comparison between the group with high
uncertainty beta and the group with low
uncertainty beta

(Unit: 1000 million won, %)

Mean std Min Max t
Asset | L| 1581 74,13 4 14560 | 108"
size H| 1765 76,39 5 146,20
Expot | L | 317 294 0.014 100 100
share | H| 310 29.1 0.007 100 )
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Table 9. Portfolio Comparison According to China
Uncertainty Beta

[ market premium Intercept
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3 -1.231 1.004 1.482
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5 -0.479 0.893 0.363
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high 3.180 0.860 -7.174
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Table 10. Comparison between the group with
high uncertainty beta and the group with
low uncertainty beta

(Unit: 1000 million won, %)

Mean std Min Max t
nsset | L | 1685 2033 77 17780 27"
size H| 1452 6847 60 16540 )
Export | L | 309 286 | 0014 100 -
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