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Ing(t) = c+nt+2(t) 2(t) = pyzi )+ pozy g Fw(t) ——mmm 30)

AZIM p 3t = 2()7F 2o R oz, o EdHE S YEH = Eaoly

w(t)= Elw,)=0 ,var(wt)zafv o] WA xS o]t}
o] ek el weto] EASHA FErhe 7Hgstd 30049 AN S
FAR Aye < 22 > gaa 2ol Yy 3l

< 2 > ZEE7I%F 01973 3¢9 ~19974d 104

5

Equation : Ing(t) =c+yt+2(t), 2(t)=pz,—, + poz,— o T w(t)

Variable Coefficient std. Error t-Statistic Prob
Constant(c) 7.624879 0.188612 40.42636 0.0000
Trend () 0.000265 0.000812 0.326579 0.7442
AR(1) (py) 1.224264 0.056934 21.50333 0.0000
AR(1) (py) -0.237631 0.56901 -4.176212 0.0000

R-squared : 0.981194
Adjusted R—squared : 0.981001
Inverted AR Roots : 0.98 0.24

4 (random walk process)S wWEths 7pAd o] wkeh= e =AE AAFHA] B
= AS on g

o 71 M Zd Col #h& 7.6248790] 1L

P#k(p-value)7b 0.7442 oo A gt=re] din] A A 3E-2 A|ZFFA(Time Trend)E
e A Sskar 9l
T el B A
o] 0987 0.24% 1Kt} Zomg o] EAAAALYAS e

0

O

1.224, -0.237°]3L (1< p<1) Inverted AR Roots 7k
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Equation : (1—L)1nq(t) 27(2—p1)—l—(pl—1)(1—L)1nq(t—1)+w(t)

Variable Coefficient std. Error t-Statistic Prob
vy 2.265143 0.748907 3.024600 0.0027
P1 1.250685 0.056566 22.11006 0.0000

R-squared : 0.062619
Adjusted R—squared : 0.59431
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ol G ZS At ¥ FAHI Az veld ¥ 13 Aold A
7P e Tk S AZEFole] AlFE YERYE 49 Fh2 2.265143 o]al o] uj
tE A gho] 3.0246L.2 5% Fo ol FYst Aoz YEy:

(2) A2717F AFEA 01997 1149 ~ 20139 12€
A2717r o2 A% 1997 d 119 5E 20139 1297bX 9] dHolg & A8 ®wr|= &)

219973 918917) o F AFAAE DADEA SN MEFEA~HOR g
Awsl TR wEha 9l897) okl AAnge] Fejet 259]7] o] Fe] A

g9 Folxl HABE] F AAYIHL FAG Ak <E 4>9] veht g

< 4> FEREZIZE 19979 1149 ~2013 129

Equation : Ing(t) =c+yt+2(t), 2(t)=pz,— + poz,— o T w(t)

Variable Coefficient std. Error t—Statistic Prob
Constant(c) 7.905972 0.058279 135.6575 0.0000
Trend () -0.000741 0.000473 -1.566527 0.1189
AR() (p;) 1.264449 0.048698 25.96499 0.0000
AR() (py) -0.335122 0.048364 -6.929157 0.0000

R-squared : 0.958664
Adjusted R—squared : 0.958004
Inverted AR Roots @ 0.89 0.38

A Col gk 79059720t} AIZE FAM9] Al 4= -0.000741 ©]il pk(p-
value)& 0.1189 o]l 2 A 7M7) G954 &L Aoz e} ¢
3t Inverted AR Roots ko] 0.89 0.38% 1Ht} ztov g EbAHA A G ol eh=
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A171Z} vk 2 wel el EA Gk /g stel SHWEAS Hgtol
19984 €1 9917] ol F5E AAAA AAAE vlolelo] AAde] FAE vhe

Zol FA& & 4 i 2 A= < F 5 >l v Sl

(1—=L)ng(t) =v(2—=p)+(p, = 1)1 = L)ng(t —1)+w () 33)
< ¥ 5> XFEZIZE 19973 119 ~2013d 129 S

equation - (1—L)1nq(t)27(2—p1)—l—(pl—1)(1—L)1nq(t—1)+w(t)

Variable Coefficient std. Error t-Statistic Prob
v -8.861025 7.813256 -1.134102 0.2582
P1 1.316420 0.048562 27.10821 0.0000

R-squared : 0.182642
Adjusted R-squared : 0.178340

12 YeE 4 Fko] -8.861025 o] i pgk(p-value)o] 0.2582
Fol3h#] &2 Aoz e 9l

d
=
2
N
X
)
f
>,
o
- _{N,
[}

3) A 3717 AAEsS BA 19739 3 € ~ 20133 129 (overall data)

Ing(t) =c+~t+2(t) 2(t) = p12s— 1+ pozi— g +wl(t)

=<
&g Col & 766801t AE A9 Al 4= 0.000334 ©

I p#k(p- value)
0.18860] B2 AIZFFAI7F Fo)shA] 2 Ao = yEY T
223 AR Roots %ol 095 043 o] Fro] 1Kt} Zom g ErYA Aot
olA® HA 7|1+ AR S HEW BT w4 AAdE A 2 & F Ao
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6 > EE7IZF 19739 39 ~2013d 12¢

Equation : Ing(t)=c+~t+2(t)

2(t)=p1z 1+ oz o Fwlt)

Variable Coefficient std. Error t-Statistic Prob
Constant(c) 7.668371 0.076534 100.1950 0.0000
Trend () 0.000334 0.000254 1.316610 0.1886
AR(1) (py) 1.373468 0.041495 33.09932 0.0000
AR(1) (py) -0.403880 0.041477 -9.737500 0.0000

R-squared : 0.968435

Adjusted R—squared : 0.968240
Inverted AR Roots : 0.95 0.43

nA ko 2 A37] 7k = v o)

W7 < F 7 > yERY 9l

7> ®EE717F 019739 3¥€ ~2013d 129 1 S A

=

EAGE AAstel FAs ] wAL =44

equation

(1= Lng(t) =v(2—py) +(py =1)(1 = L)Ing(t = 1) +w(t)

Variable Coefficient std. Error t-Statistic Prob

vy -0.448093 5.126576 -0.087406 0.9304

P1 1.398059 0.041528 33.66532 0.0000
R-squared : 0.158443

Adjusted R-squared : 0.156718

AIZE =AY Alg o] Fhol -0.448093 o] i t-F Al Fhol -0.87406 ©]il pFk
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of that A7 S vt 2o +=2 5 vk

Equation : ¢(t) =pu(2—¢,) +¢1q(t—1)+1—¢,)qt—2) +w(t)

Variable Coefficient std. Error t-Statistic Prob
1 86.52993 42.61905 2.030311 0.0439
o} -0.899131 0.046794 -19.21446 0.0000

R-squared : 0.643793
Adjusted R—squared : 0.641621
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Ing(t) —In E(q(t+DII#)= B(r(t) —r (t) +€(t)38) - 37)
714, Elgt +1)I#)] = p(2—¢,) + 1) +(1—¢;)q(t —1)
Qo Folxl FAWAAAA 29 HALS Aule] AHo|a& At AlS 7}
~lolupe Aelth olzie] 4AT 7
Aol &9 AAe] Hete] F3E £ uwf o] A& e AA
of Blgte] AFetA Hi AR FYS zHetAA AwEste] AAVMAE A
%
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to
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*

Equation lnq(t) ZalnE(q(t+1)|I(t))+ ﬁ(r(t) —r (t)) +e(t)

Variable Coefficient std. Error t-Statistic Prob
« 0.909114 0.004838 187.9048 0.0000
1] -1181.424 4592.319 -0.257261 0.7973

R-squared : 0.810254
Adjusted R-squared : 0.809104

784 A -9 AAolAgAols dehle FHA fo ol
-1181.424°] 31 pgk(p-value)o] 0.7973.2 FAIH o2 FolsA Udve= AS &

N

F ATk & WF A4S ABA7) o F ARAF] AYH Qe U BT s
A
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ABSTRACT

A Theoretical Study and Empirical Analysis of
Korea’s Real Exchange Rate

Hye Yeong Park
Department of Economics
The Graduate School of Jeju National University

Supervised By Professor Jin Ock Kim

Fluctuations in exchange rate in a small open economic system like our
country has a very important meaning, since exchange rate is the main
course whereby overseas shock is transferred and at the same time effects of
currency policy are spread. In this aspect, analysis of relations between
exchange rate and interest rate greatly affects effectiveness of currency
policy.

Therefore, this study expects that theoretical study and empirical analysis of
potential existence of such systematic relation between exchange rate and
interest rate can be used as basic data to reflect that relation more precisely
and understand at the time of establishing the country’s macroeconomic
model. And the study seeks to conduct theoretical study and empirical
analysis of real exchange rate and interest rate parity conditions — considered

to be core subject of empirical research on open macroeconomic theory.
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As a method of research, the study used Balassa Samuelson hypothesis to
examine exchange rate determining model theory. And it also established AR
model using monthly data from March 1973 to December 2013 and then
conducted trend analysis via unit root test, while using OLS (Ordinary Least
Square) as an estimation method.

As a result, the study found that time-series trend of real exchange rate had
unit root for whole period for the research. In other words, fluctuations in
exchange rate showed unstable time-series aspect with long-lasting shock.
This tells us that real exchange rate is sensitively responsive to exterior
shocks. Along the way, the study tested whether real interest rate parity
theory had prevailed for the period since foreign exchange crisis when freely
fluctuating exchange rate system had begun to be applied. The result showed
that in our country, gap value of real interest rate at home and abroad didn’t
become -1, telling real interest rate parity theory was not applicable to the
country.

Overall analysis result of this study found that real interest rate had no
effect on exchange rate. That is, apart from interest rate, lots of other factors
in real economy affected the rise or fall of exchange rate. To consider other
factors too rather than a simple policy arising from real interest rate parity
conditions and to set up a more elaborate econometrics model might be
desirable for harmonious and steady exchange rate policy operation to achieve
interior and exterior goals of national economy in a more effective way. And
this must be connected to continuous research on real economy so as to be
used diversely for the government’s financial policy and economy stabilization

policy.
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