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WHAR HE BT

HEREA KARRY ARHRE

. VAR SR oj¢ KEREK] BBHER S
1. ARME BERR
2. wRiEERS S S

V. &

2 52 82 ~

1. FF £

25¢ BERSMAERAAN EEY oldt KEKRE (LEBE) (random walk) & 3=t XE
BnEo] WHiTHECT BERBHE L Bl Acrt ste Aol

AR L% (equilibrium approach) & w2+ MERTEER o sid E@NEWEA A2 BKH
R Gl A Al WARRR] G o)Az Z3lxzt BFXH BE W £EE K 5
3 e WEENRL G 2 Eifel REHAXR d3dg Tof. Kl FEHWRN REBRER
#& (disequilibrium approach to exchange rate determination) ol 23l KEME S Sl =< BN
RERE HEL rlxo] ZHEHRS Wik BEfto2 Al Eifidl ol KEREA 4
& ol A2 B 5% 2 B371% (ong-run neutrality of money) °] Bzt watA GERE
T2 Eifiel A= Mg HiEel7] ol ol WEMRRY WHITE: EE ¥ BHARHE
Bl A F—3lcte ZERREE S 7 fES (nominal exchange rate regime neutrality
hypothesis) & FFE3l= RN THWARE TS BHREHE A Wge] WEttes H3lod

* EIGAW EIN¥E (Dept. of Economics, Cheju Univ., Cheju-do, 630-756, Korea)
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LEHERL Gl A LEBRE Y WHEMK L5 (overshooting) & Hi4l7l 224 WER
X9 #E)o| EEREHE SN v} ace FRBRHES] FPrites FEsIn Yo ©

HBI> 1979F AR BEIEREBHIE (fixed exchange rate) & HEFFslod $a 198042 e HHEMEYK
FE B (managed floating exchange rate regime) & {Ri®slo] ghc}.

AR BHE R BHREHE solH RESHE o2 BATERAA Y KEHRK
WEHTES SHste ohge @B KWHMEK BH)ITHES BRI el UAsx& vaxl
et

BIEAXN < BlE ¥ BEREFIE sl ZEHAR I RERRS) LEMHE BT B3l
o BrEREE st IR+ RERK LERKY] {HEHMRES 31} gV
A€ BE R BEHRRGIE sl A RHERR BHER| H%H BN Z LEERIA olyd
SE Bl e WEERRE METEl7] 913led VAR (vector autoregression) fFI-& x}-§3}9
o opxlnt BV EAA = FRILY KB WIREES BOIAL.

I. WAHKRR HfH BT

KEARE LEEHE slAdz TEwelstd KEHRRL MEHFMurchasing power
parity) & HERESlE HEoR EAActx § 4 o RS KERR] FEdd: ¢ 4+
of. Kol KARE] LERHE doid ZBHE KERAR LS FEsix dod MEHFRES
ol fiardtctx ¥ 4 k. #lo RS HAREWBEN o2 AX(LE7] A3l WEKRE &
(1R o] wHK3 A o}

r) = ex®p*®)/pt) = r + e(t) - o)

AZlA r(t) © KERAKE, ex(t) v BEBKE, p* )£ AEET WAHNE r) & BN
HME, 22z e(t) = #RY MEES E%RE. (DRAA e) 7} TEWolald re BiALE
WHRE| =7 e(t) v BYHEUc2 Y] WERKS] HKHE Edtd. =8 (DR e(t)
7} &IEW) B%7| (indeterministic covariance stationary stochastic process) o] 2lsl Wolde] 4>#ERG
(Wold decomposition theorem)oll 2|3lo] Rk FEHBEIE (nfinite order moving average
representation) & 7}Alv HR B EISFHEE (finite autoregressive representation) 22 FHE 4 9]
o} AEEH e(t) 7} HR ARIMA (autoregressive integrated moving average) (n.(.0) 2t FE#
e Wy oLy Fol kH{H + Uk

D) BRgEA=e] FYYol YehA g 4AA Hslo] Mussa(1986) & 7HAe] AFoz Ay o8
B HEYECE & MEdolA b2y o Folzbn FAsm, Stockman(1988) & % ZIZHESH
A3 AAAE FAYMe| th2r] o Folztn FFH
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LEARGE S KEAR] BEITE

) = atart-p+ - +a,r(t-n) +e(t) - @

(@) Aol 4 REMEK] FHYdo] KEMelebd & Hitif (characteristic root) & 12 %
ofol ¥t WHMmEKS BFFFI rt) 7 BiriR g Zeohd r() € AEEY BrFFlol s, TR
£ ERol FESA Hobe AE Bk olg Biriel FEHK: Dickey-Fuller MIE
€ @stod H47€ 4 Aow, Dickey-Fuller ZA-E H3ted Q)AE QX ol WYL &
% o

) = a + b, r(t-1)+_Zn21 bart+1-) + e() o 3

o 7]oll A b =é a, b = -Jil} aje;, 233 Ar(t+1-i) = r{t+1-) - rt-i) olch

(3) RollAl Hfrifio]l HESA dtrie BERRS FHst7) A< bl ¥ t-BEMT
o] Fuller(1976) 7} 7 ¢ HEAK#ERC Aokdch K FRolA FAR volsc ERERES
(international monetary fund) ©e]¥ slo]ze] ABEH2A 197034 € 199037 =] WEe] &
R HNET E£HE BAe BE HWYHEEYW BREM,), EFREEHEW (ndustrial
production index) S-olch. BEiE % MEMAREIE WHRhol XEH B #E AXx ¥ AR AR
RWEHol W BOHE BERKRE 94E ED A Ao

(®m1) Mk|xe| MR BERR

Dickey-Fuller (D-F) Test Augmented Dickey-Fuller (A-D-F) Test
= - 4
Fl)=a, + aby (1) () = a + b)) +33 b A1)
b, $4A D-F A% b, 33 A-D-F 4%
2373 0. 9781 -0. 8912 0. 9669 -1. 2621
(1970~1990)
o] 3
577 0. 9880 -0. 8560 0. 9820 -1. 8652
(1980~1990)
2713 0. 9644 -1.5278 0. 9452 -1. 2551
(1970~1979)
g
H57|7 0. 9859 -0.9215 0. 9803 -1. 3971
(1980~1990)

(219 BR BERLRE 29 BERERHE s G E!b&$tlll§ M BB stell A HREKHEE
10%el 4 = BfriRol FEstal eheche HEMIS EFHY &+ dob. & WEAR ¥HE MR
R sl A REES BRIV & 5 Jdov, KEAKRE o] FREd e AL &l
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& M| OE

& REBRo] FEsIA Yeoe AL Brksie BYY MENHFME o] o)la) %Yy ME
NFEME BELEHA B8E & 4 Ak =3¢ o]+ WHEERY TLEEME BRsls PRy &
% (non-stationary shock) o] #¥oll HEYLS okt

. #E#R} WHER HEIRE

WEHRRHIRE ol A WEME S B stz y FREY BARFIYE & 4 Uk KH
R WEjo] FEEsUE A MEHTE ) &iFs =) %&E Frkslel MENTHEE T8
W& (building block) 22 &} BEGRY BERFEHR (monetary approch to exchange ratc
determination) 2 2+ ZHAMK {THES HHY 4 Aot odaly Ltmise) BRERTRR L o}
RERES KW A (monetary factors) & &4 3hod RGERE el e By 4+ ot
RESR] £ 93l £H BB g )R F Yo el 4= Qo

ex(t) = r) p@)/p*M) - )

A71NA FES HIKRE HIAE R o] KEMoleld KHAKS FEEHL KEHBR
AREME 23] RML & At & 4 Ut KEARY LEMEY B8Rtk &) &5
°ol 4yshd REMR ] RERKL W47 2 By HERELS FoA HEBE] WL
¢+ At Bl WERR ZHBRN| ARIME S Birsh) sche M2 BEKRE
T BEA7IE AREMHF Fe LAMRC FEYE ¢ 4+ Yok HERE ZERR #
B REE 7198 = REB/R| (EEWE) (random walk) o] Foix Rl A= ZERR
ol EEBEIEAE A WEsobthch. BB R HIEE AN (1980~ 1990) o ZEAER HUR B
ERERE 9% (& 2)9 2k

( 2) EME Ml BTHD

Dickey-Fuller (D-F) Test Augmented Dickey-Fuller (A-D-F) Test

= - 4
ex()=a, + ab, ex(-) ex(t) = a, + bex(t-1) +33 b 2ex (t+1-)
i=2

b, 3 D-F A% b Az A-D-F %43
a2 0. 9809 -2.85 0. 9886 2.07
(0. 0067) (0. 0055)
Qe 0. 9866 -1. 0961 0. 9856 -1.41
(0. 0104) (0.0102)

F) b 34 Yol B fale TZHAF ehd,
Hx HERE] 58 Dickey-Fuller Mol ol3bm 10% BRKREN A B(rifo] FrrEstn) o
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BENERHES RERES] BRITE

ot FREDS FTHYE & U8 o=t FAREK] WEo] KEMAS ¢ + Uv Kol
Augmented Dickey-Fuller 8ol 2i3lH 5%2 HE KA Bfirifio]l FEsIx deche B
Ra& A oot BAKREK| (LEBHYL 4 + Uk HNA KAEME] 9L Dickey-
Fuller 5% 3 Augmented Dickey-Fuller %® =5 5%2 HE AN Hirile] S Y+
ot BERH S FEHdl e LERRY BES AEEYE & + Ut 2EMoZ HE £
BRE HA KERBL REEY BHRFIZAM EESHY S o + AUt RERERI] HEMEAXK
o RSB E KRv d¥ (& 33 2

(% 3) BERERY WRPES] XMIRT HR(1980d 14 ~ 1990d 124)
In(ex(t)) = a + bin(r(t)) + e(t)

27} a b R A-D-F %A%
. -0. 4103 1. 2089 0.8922 -2. 4444 (4)
(0.2447) (0. 0368)
Qe -0. 6879 1.5203 0.8879 -2.3745(4)
- (0. 0650) (0. 0473)

F:1) & A4 ofdlel Qv IR w2 EFHA |
2) A-D-F 432 5883 Adggslolo 322347 Ade=x¥ A Augmented Dickey-
Fuller #4349, A-D-F §Agde] ¥ite £xe A-D-F FA 3¢ Adsie d A48 34
W49 A3l (number of lagged dependent variable) 2.

# KBS BERRA o3 Xl ¥ &FH A S 5% FEKENAE FERE HERX
Zhe] HBHRREE RirslkAl ¥&€ ¢ 4 Uk F LHEAEI WEREZ HEERE7T R
AEA GEo wet RERES HKE BEE vl ANEWE e REER FEY
< ¢ 4 U4 vhAziAlz B B @R S 5% AEARENAE LHAET REREA
o HBABRGIE BILEA el & @R BA RER HRKE & v KR
WEy o e ZHHNR FEUYS ¥ 4+ Yok

V. VAR Rl o3 TWHHRER BBHENA 7

P2E 2| REMREET) o BUR BEd oJ3td BEE ¥ BEHREFEsIAN RARRLE
EREEE 3 TEEY FHRel RARR Y& F& & & Yo HIFY BHREFIE 3]
4ol BERRS RARRI HKEHMREA 2sid HKE 9T ol BRREEH
AL BEER FEYE ¢ 4 Utk

Aol At EE ¥ WEHREHE o4 WERRS] BHERS itz Pof. NERRS
AEENRS BRI FREY HR L HEER NEERC 2 BEirio oixd 2o WHR
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£ M =x

Roll dgL FAx 7HE HiEsI2A foh ol Y HEY HRS B3] sl VAR (vector
autoregression) 7 #7-& 3tz =zl @}

R HNE R =t 84 79 REAR Y€ vl 4 Yt ZEHRS BE AN
Zhe M BRPHEER 2en FIFRREZCIM, REERS MR Ak kRE HH3)
Ak ¥

v Bl BE A3 (ag length tests)oll wal 1285%2 REsigdony BARRMTE
(block causality test) RFoll ©]3lod VAR #RlellA HEEZIY FIT RREMWES Kok 2lch
olAL FIFXRe ER/ ool MiEZE KERR HEHY FEIKE ¥ HH0 EEEEKE
YL FA XYL ovgid

H#E"d VAREE L ogx

ami(t) AyL) ALL) A) A mt-1) e (t)
Ayt = AnL) An) AnQ) L y(t-1) + ey (t)
ar(t) Ay (L) A,(L) AL Aar(t-1) e, (t)

A7lellA m = log GRMELEKE/SEERR, v = log (HHERRLE A SR/ RS LR
B0, r = log (R MXNE) KERK) = (ex p*/p), amt)=m®t) - m@t-1),ayt) = y(t)
~y(t-1), ar®) =) - rt-1), Ay = BBEFEEES $ER (polinomials lag operator), =2
2l e, = FERA MRHoI

BEle] B Qlo] #1o 2E WEUl RREY BRFloln MMl ABESMET BKarshal
ooz o HAY Wl HRRYME BMaled 1K 245 % (irst difference) WS (A 312
c}.

MBI Y WA (over-parameterized model) ol 19} o] ETEFETNA Lo B
BatHy o2 HEME S sHaln Yl don, & HERA SEIEM (multi-collinearity) o] FTHE
t=t @Rzt e BT 9 =9 (complicated cross equation feedbacks) WS-l x}7]3] 3 A+E
A3 e o2l ge] @&ck ol Grangere) HEBIE (causal relationship) ¥} [ 1§ 4
RFEX® (impulse response function) 22l 2 48] %4t (variance decomposition) & @ 3le] 4347
3ot

1. ARk BERR

XHE XN WEZS VAR Sl ol Bl MRMG RERLES o (& 0 2o 2H
N RES AP BRBERSR o3ty EERBHE sl MNnEEEEs RERES 25

2) 37k2 Yeio} olAg AsF AH4Y 4 UAY AWHA gt o|x§gH7} =7 (uncovered in-
terest parity condition) & Ab&stglch:it) = i*() +(ex(t) fex(t-1)-1) J7)ohA] i*(t) = Abej2
olzHg, i) = ¥IolAE 22z ex)= YFBEE oo dr}
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ZH AR WEAR] BETHE

(% 4 BRME BT 98 FRHE R ¥ B

AL =71 (1970~1979) HEHEA 77 (1980~1989)
A 3'?' A m Ay AT A m ay Aar
A m 2.2511 0.5419 0.3218 5.2045 0.8184 0. 4630
(0.0239) (0. 8796) (0. 9830) (0. 0001) (0. 6309) (0. 9305)
Ay 0.7011 0. 8697 0. 5280 2. 0609 2.3969 1. 0169
(0. 7450) (0. 5805) (0. 8894) (0. 0287) (0. 0103) (0. 4414)
AT 0. 7794 0.6079 1. 3392 1. 0891 1. 5966 3.1932
(0. 6693) (0. 8284) (0. 2168) (0. 3802) (0. 1087) {0. 0008)

F) ()¢ gAFAFEE b
o % SAYAE Y VAYE BLs MU BHRIIYE & 5 Yo, KEol HHN1
BIEoHOR-S WHEAR 3 AN EFEEE J%E 4 ¥ A& ik FAYds 4
g g U 4 Uck =@ XFH B RES A5, BHRBHE A KERR HHN &
B N EEEES] RREWES 29, R ENES 3 A5 Aol d¥L wEd
¢ 4 Qlth. a2la WERRS 7ot @EHHAER] ¥ @ @AW o 10% HEK
Kol A] MY EERAEE] g won o}F 2t FEAM (L 0.08% N 2 HES B
2|qlo) dgg LEE & 4 Utk

ol@A ¥o} EE N HES KEAKS WhHl Yol EEREIE sl E LEER Y XA
%ol KEMKN J8g ux Eaixz BHAREsANE HEEHRS KARK 9%
& 3z Zilod, KEMR) HEMR 8¢ vlAT & & Yok ol A vIE EHER
RYE st A& FEEY W8] HEE 27 2AAT KA Elir o2 RERKA 3%
& FoE FHEHRETS 443 o2 Aoz AERAS T KEEHRU RARK <
g Zoe BHEAREE RME Tt lda ¥ 4+ A+

HA N BEe 29 REME REBRE (& 5o Aok BX ¥ @Fe] 2 BERRHE

(% 5 EZME BEE A% F-aHl (Bx N AR

2APEA =717 (1970~1979) AP EA =712 (1980~1989)

"J’ﬂgé AH m PANS 4 A r A m Ay FAN
A m 4.6913 1. 0670 0.5323 2.4129 1. 4658 0.7858
(0. 0001) (0. 4007) (0. 8864) (0. 0009) (0. 1541) (0. 6634)

oy 0. 3661 1.6525 0. 3395 1. 1631 2.3881 1.6358
0.9711) {0.0970) (0.9787) (0. 3233) . (0. 0106) (0. 0976)

AT 1. 2226 0.4182 1. 0952 0.7631 0.8117 1.0923
(0. 2855) (0. 9514) (0. 3778) (0. 6857) (0. 6376) (0. 3776)

F ()& PARFEE debd
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& @M x

WIS <t sty ERAE U 05N BHES 2 G559 Bk A9 e wes o &
Aon REARKL 1 B9 Bk $AYolE dge 92 gt =44 Byl LSET NI
¢ 5 A WEHREHE PRI BK B SEC HHN EREE Y AN BNES o2
R2 HEAEA 2 BHEY @ 49U J%e 282 ¢ 4 oo WERES BEHo
1 BH BEEHOlE %S UA gn £L5 HEMoZ BHEn e & 4 Ut

2. AREEENS M Bt

EMEEY £ BE)THIE (moving average representation) = 3}uhe] WRo) Ego] Foizx
€ o Fefol i@l otal BRIl JuY F8¢ F= sHE UelAg. VAREA o) Folx]
A RE A HrE g mRy B82S & HEkoAe @ BEBE(R 2 (one standard deviation) Hi{r &
Zhe BHE (residual) 24 VARERIO) B wels Bk B W el o} HRRRGR ST glon, B
2 B Aolol = HIRBAKR7E Ut BX{E (orthogonalized) BEE K37 #sted m,y,r
WF2 o BBEE 7tz VARBES =/t (riangularized) 312 ch, o] 2o =ZALE Fslod
RS WS WA TE WHol FRMos Qg oAl 4 gon], AEEES 4E o
Bl MERK) 22z REMRS NERER 2 GflT J8¢ oA 4 9o 12z M
2| WY (order) 7} WEBE] M2 2 J¥L £ 5 U & FRAAE B EFE o7
o= Rl Wt P

(& 6) & XB ¥ @l VARSRO oA 58Sl %4ME (variance decomposition) & L}E}]
2 ek ek 3 MR AU A 22 2 B RE BRASELE Bevgn ¥ &

(® 6) M SHE (MAA2L ) - X & AR

K Months Ahead Error Produced by Each Innovation
#4473 A (triangular innovation)
3 éiﬁ k A m PaN 4 AT

1 100. 00 (100. 00) 0. 00(0. 00) 0. 00(0. 00)

A m 6 96. 00(87. 75) 2.62(9.84) 1.32(2.39)
12 89. 96 (86. 14) 5.02(10. 50) 5.01(3.35)

24 89. 68(83. 80) 5.16(13. 20) 5.15(2. 99)

1 5.24(6. 95) 94.75(93. 04) 0. 00(0. 00)

oy 6 8.67(15.78) 87.85(79.17) 3.36(5.04)
12 12.07(19. 22) 81.94(74.73) 5.97(6. 04)

24 13.20(22. 73) 80. 12(70. 75) 6. 66 (6. 50)

1 0. 53(0. 06) 0.19(5.88) 99. 26 (94. 04)

Ay 6 4.60(6. 27) 6.92(8.74) 88.46(84.97)
12 7.10(7. 49) 8.51(14. 69) 84.38(77. 80)

24 9.68(8.81) 8.99(16. 822 81.81(74. 35)

F) ()t 22 HEHEAE72 (1980~1990) o s,
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HABRRHE S WERR BEITHE

A

BEERKFIE 3ol A XK= B HHM BHES 2 B BURESRE oF 90% sl
2 glew, MHHE) EFREELRRS REARS 259 BURESHS 474 80% A= HYsle
Ak 3 WHERS] ¢ HHe EREES ARY BREC 47 10%4 BURE H#e
Heista e

=3 WHRBTIRE sl A EH W @K AHY BNES o Bi8S) BRARETHE o 80%
Ttz glond HEY EEEES 29 2 Bl olste] ok 70%E, o HNEY B
o] ok 22% & s Yol BHPUGOl REEE d¥E AT ¢ + Ud KHRRS H 5
ot KWEAR 1 Bl o3 BAERETECl oF 74% RUASI Yoo HEHY) EXREES 16%
F HEs glol Ml ERLEEGR] RHERRH J¥L FT ¢ 4 Ad

(& NS BE ¥ BHBRRHE A A B @&He S8 $5E depda Ao B
BEE ol A HAT ®ME AR BEES 1 G BRURZE HHE 4 80% XYtz A
oo, Mg EEEES 3 B8 BUEESHS oF 87% Lk Hsn lov, RERK
2 g BASEES NS 2% & HMsln Ak 53 WERRY 29 My EREES #
N BEECl 47 10%3 = BRARESHE HHstn Utk

=3 WEHRRGIE sholl A & AAHY FKES 2 AW RUWREZSBE o 72% RYlstz 3l
=, NN EREELRS 1 AEO] BMBRESKE oF T7% UL st oo, WEMR
& 2 g BMRESHE 82% L HPsn Aok B WERRS A+ 2 A RAUR
EOEE HHE E¥REEC 10% HBHM @l 7%E HIn Uk

(= 7) oMo $SH{E(ENRAS HE) : BX N AR

K Months Ahead Error Produced by Each Innovation
w4y AzbE A (triangular innovation)
) P k o m S il
1 100. 00 (100. 00) 0.00( 0.00) 0. 00(0. 00)
A m 6 88.99(77.75) 8.56(21. 41) 2. 44(0.63)
12 81. 99(75. 40) 10.59(21. 95) 8.27(2.64)
24 79.23(72.88) 12.97(21.91) 7.79(5. 20)
1 .09(1.18) 95. 90(98. 81) 0.00( 0.00)
A 6 4.98(5.83) 93.27(88.79) 1.74( 5. 36)
y 12 6.36(7.74) 90. 51 (79. 40) 3.11(12.84)
24 7.95(8.65) 87.75(77.47) 4.29(13. 86)
1 1.14(1.67) 0.63( 0.00) 98.22(98. 32)
AT 6 4.02(3.53) 2.32( 5.48 . 93. 65(90. 98)
12 5.15(5.99) 7.26( 8.94) 87. 57 (85. 05)
24 8.52(7.03) 9.36(10. 83) 82.10(82.12)

F ()% A T8 A=A 33,
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HEGGERS REMRF 220 ol AAA Mgl E HRE T2 Ydom, EEREEEEs 49
of ZAA REHK Eo) HRE Fu ok w3 (222) oA BEMRRHIRE stol A 4N &
REEFRE 14NYel AAM Eo) HREE F3 Y& Kol M SRBERS AL 2
A IS B2E Fu ok ol Y WHERS BhLoz: WHEK £ A4S Zojo} 3
v A2 WEe A REMRC Fo 4¥8 & AL WHARD ZLEAK BEHK
A B (misaligned) 5lo] Y& Eikdicin ¥ 4 ok

oS (23 (2= BAR Y HE Aol ol A7 BEE W MEHAREY skl A)
EHEWR W EREETYE Jon REMKERC REREC o3t B2y J8e Jehys
RESE] BREXRHE Jeliz ot 28 % @@ 299 Do EemRsE shol 4l
NG BRI 3ol A Bl BHRE T Yoo HEY EELEFES 840
A Ee $RE Fn ok =¥ WERKEHE sl A AN BNLQEEL Y] A4 K
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Summary

Nominal exchange rate regime and
real exchange rate behavior : the case study for korea

Jin-Ock Kim

This paper examines the validity of two basic tenets of the international finance
literature :

(1) the real exchange rate is a random walk, and

(2) the behavior of the real exchange rate over time essentialy depends on the nominal
exchange rate regime

According to the first thenet, the presence of a unit root in the real exchange rate can
not be rejected under fixed and flexible exchange rate regime, which implies. that
purchasing power parity(ppp) can not be a long-run relation since deviations from ppp
are permanent in nature. Furthemore cointegration test between the nominal exchange
rate and the real exchange rate failed under the flexible exchange rate regime, which
says that there is a nominal shock which affects the national price levels. To examine the
second tenet, VAR (vector autoregression) analysis was employed to identify the shocks
which affect the real exchange rate behavior in fixed and flexible exchange rate regime.
For U.S. vs Korea VAR system, the nominal shocks measured by the relative money
supply ratio do not affect the real exchange rate movement under the fixed and flexible
exchange rate regime, on the other hand the real shocks measured by the relative in-
dustrial production ratio do affect the real exchange rate under the flexible exchnge rate
regime, which partially supports the nominal exchange rate regime neutraity hypothesis.
For Japan vs korea VAR system, we can not identify any shocks to affect the movement

in the real exchange rate under fixed and flexible exchange rate regime.
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