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genat s ohgE, #YEZendT FHHE .3 Y o JA] JFBAE FUMHeR AMET Chiangd
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Hodrick, 1997).

A Hz2in|Yd (exchange rate risk premium)
< g FEAE WYl A% AT HE
AFoA A8 Mdez AIME F9 &tal
A AR ES) HESHUA7M (risk-neutral hy-
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F7tefg0lo] i =alo|o] ojil= Yool 28 AT

9 FAYS AFste ddl F 7t A A
A #Ag] F28 4% ¢tx o A%
71480l olFE A& Hdst BAF dAAE &
o AgHes 2% da7t vk HE AAlet

I
o 3 7|2UTFE ATET MANE AFAR
g e Aen VAN E 4%
$Au 2 25E B4 shgoE VAN

A8 3 A S EFstast g

I, g9Emalniy ZHe0l Be 7=
i
7N1EATY gL AAAFE FHoZ AHY
E4Ad giAg-E TAZ & Y=oy d+
AN WFEY A/MEAY P E o] &3 3
Fxeog a7 FANE 4P8AE o] 43 B
gaxzey d7¥2 3R £ U
Frankel(1986)& A}y &9 Hu-E4t 33

3HMVO) A4 =4 portfolio balanced 7
Zste S oldstd A=AAR TlAAY
FUA BfEE vdepdle o5Ad o] a3
o HlFo| F7te o SuiAte] digk HEzelv
A% A F7hshe A& AfEgod Aoz
3 =7t g Ane A%E sl

Domowitz & Hakkio(1985)= &H@=zin|dd

o] = oate] ZAFEAY go|n] oj3
2ozt 2718 ARY S gE2dn FAsEA
ARCH-in-mean® %< A &3slo] Pz n|g
AR QS welu At ay olgd 9
znjge] Fa3 AA allolgtn F4T $edS

SAte] A FEA| g3 FAHCE foF AR
g A9 9A Esi3tth. Diebold & Panly(1988),
Frankel(1988), Taylor(1988) E& @ xzgln
A9 AR eiARFRE S HEe] o A
A BYZ AAGFAAT ol& AAF 89l
g dATer] Boe A4 894 9 Y3
guds BoF ZAdete dAESE =
Auds 23 4 A543 oEge® s &
Agze|u|de] AFATEL AAUTEH AL
7IAY 2R dAse AT st
gy 2AFEANY) MEFEL 7S] A
g FEA R AA o] Wi FHARE]
ofF TheFetd UubAQl ZAZd e ol2A Xitm
1=

A R zemds FAANY AP o
AXN7IEe d7EL d3ARl U 2 a5
AT} 33 B & AFdA EQld g
grldo] & AW A3y 2Irdde #¥
sof verdA] Le8ve 7P A 289t Chiang
(1991)-& FA ALY Y2 (International Asset
Parity Condition)ol CAPMS A &3] 39
Parejnd (A=g3te dqd7iAstergdA A=
oq3Te] HRozEAlolE W g EAE F =7}

o) NREASYE(F Y E-FA 01 48)
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1) Fama(1984), Hansen & Hodrick(1980)., Hodrick & Srivastava(1985), Domowitz & Hakkio(1985), Mark(1988),

Cumby(1988) o] o7l &3t

2) Robichek & Eaker(1978), Stulz(1984), Giovannini & Jorion(1987), Chiang(1991), Bekaert & Hodrick(1992),

Morley & Pentecost(1998) Foll 2J&] A=} &.
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Ah;}]%-]o }o] é
2 2E39Y. ¥
function model)a o] &3t olE HFe A
US$°ﬂ EHU F8 57H'3'1L 3ol S zer|Yol

\o

7‘]7(10}“ QJ—}E B3, &
g JEE EQ2 %H““E]U]‘”J P E Yo}
£ a9Me @79 AsAe ueiFdna @
9 < 1980 dd Fuk o]3 2 MA

sl 2AUE nelY

r
E
r

¥
o3
ol
f
¥

™H(Tobin, 1982: Campbell
& Clarida, 1987. Korajczyk, 1985: Isard,
1987). &, #A¥zendE AFHos Mg
14 & oz FIEE oidet 74, 4A T X
grobe thsAdtel Adatel] AlASEE AuEo}
of gthe Aeolth(Chiang & Trinidad, 1997).

A, 78 AX=EY FANPL 3F ¥HY
ol A2 &A= Fol o Fh(Agmon,
1972). &, FAAHY 7R $24L @8
2 HFAY FAHAE B Fo.(Maldonado
& Saunders, 1981: Panton et al, 1976). &
g, AR o]Fe] FAANFEL UH S It
o BEEANT e ¥ & UtHGultekin

J
sl

¥ °{°

BAMe FrAedEe g
Nega g e] a2
z T & ol T A9 AlA

& AFHer Tgr*}?} P g Hols AoE Y
Bt (Giovannini & Jorion, 1987).

YA, A=8AZ (A1) T A FAA AN F
24 Agzenigd o] A2 FEHA 89 2sjA
Faptn oes AAE HodFAHKorajezyk &
Viallet, 1992; Bekaert & Hodrick, 1992).

Il HTREEe Wi 3 Ik

3.1 AFAlE

Z AT Y] A Ase I7RE A

el ed 7l FEHe w7t 71bE EH*‘O
= sigvh. meb] A7 dsTte v=, 92, ¢
=, Adt 549 43 5A=ez AFsgn
T7IRE 4A] 1986 F-H 2001974 (1243
2EARS At F, 71 AR olF|
oAm g AFelf A S EA3A G A A
P2 Q3 7Y ojdx Ar|Ho T HABA] &
stk 7ol AYsiel Btk Aol

729 fgARe ATIEY 178(309) A
=HF2 FTAHY A5 A A EEHEA

\_Orﬁm

3) 2, ¥ A7E #UBATYS ¥Ra ¢
&5 9443 W4 &
a/ltes HRBOEA BEEA 4 ARENE A BHY 4 e A
88

9l ojeutelEo] ERM(European Exchange Rate Mechanism)ell 9j8] 43«
ZIzkelet & £ e 19709d) 2 1980dTh kg jstn Edet2 At freste 2HEY) 7477}7\
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Z7teig20lol 9@ zajojdol| ojxl= Fgo Ad A7

& (BB EAIFE) S AHESE Sith
ojAEARE FAZAEY HEAEN 370
237t 22l (Interbank rate) ®e 3708 AFA
A o) & (Treasury-Bill) & 2 AHgaract
F7tAse vlx9 A% S&P(Standard &
Poors) 100715l 23 719S dde R 1w
A=, 48, A, 59 22 FTSE(Financial
Times Stock Exchange)1002]4+, NIKKEI225
A4, TSE(Toronto Stock Exchange)l00%]<,
DAX100#oll 2349 7IdE9 #7718 e
ATk o] F AFNITEN AEFH e EAY &
&

geg gz g B0 o4 FAE
e (32 19 (F 2-D~(E 2-3)d $55o]
sick

T ANGARNTES JIEEYEFE Ed=
ASeoldlE, olAe7ITE,

glo|AEL 79 AB|AE7EA] < (Consumer
Price Index)& 73t A 1 Wg&2 4%
At AHE data® o]&std FAsHGCE E3
olAl-&717HZ(Interest rate term structure)
= oY A% 1087 AdsdER MY 7
HZolae7te] Aol 2A FA st HolX AT
" BE 28552 Datastream International&

o] g3t st

A7 7S ol &8kt AA, 43 T4
A9 dvistd FHELAES FE A9
APT(Arbitrage Pricing Theory)ol §ztg 29l
TAZ A% 3 o3& APM(Arbitrage Pricing
Model)8] ARAFE LolB7] A3 IdA 34
Mg o] &3t =4, FHIEJAET 3
g Azte] BAE PotEr] YalMe gdF3
A(0OLS) < o &ty AN E 28 A

S9HFE(factor scores)o] 4z Y4
a1

[ A

beoex Moo Mo

g45] P zeu AW ALEA (ex
post) AEE o] &3t ALT F FHUFRE A}
gatich? AR, 9883 AEAARS 2
Azzeu|dEzte] #A4E FYshe dole g4l
53 A 4 (0LS) & o] &8kt
3.3 714 MH
HlA AFd ATFEYS Fa £ Ao A
Fotuz e HE gga 2
HA, 8QEME B3l T 7} Az g
FAANG FHAEBRES 7 T PP Zan|
A FEULFE stn F 37 FANE FH9E
8959 2HF FEE SYWUSFE e IAR
Mg Feo A AP eu|ge] F 7} F7}
AP 2JAE o8 Jes W JEAZS Lolry
A gtk 23, dgue Fwrt shie ZvteR

4) 9=, 5Y, Avte] AL FAHAANZAAM Adsle 2459 3702 23728 (Interbank interest rate)Z, v, g9 AL

73 3709 AT o)A (Treasury bill rate) S o] &34

Agalz Qoke Aol gedn A
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A Qg JEM CE?L CAPMA}F¢o]
FRAAAAN TRz
7] o] Bz T&%}C’ql‘\: economic theory:i:—
e 7 o M2 AR Reeg & F
27125689 94¥Y =7t Chiang (1991)° ] 4
g b} o] T AFQJAEHE H(+)9] B
2 U o5 J¥8dEnE 2()9 #AR
Uehdttn $4% + gle 288 AMgsia g
e Aot 2BR, dF/HE dgy 2o 3§
gz getdh.

M gl gL FYFAANA 2 oS
Al Al A

TE p#0)

A9l ML AZee Aol B A7 27
¥4 BN 47 21998950 #99xe
sl 27 ol9A 938 33 JEAE 39
2 BeiZ Aolth &, Uoht Be PFe) )
daggo %

rbooff rfr ot (B fL ot X o
9,
rr

4.1 XMelH IAZHTY(APM) 2| ASAHE
SJEANE 58 TFRUES FHslw FHE
FE2AEC] 429 MY FUeES ddsie
A RAEQAE B Ysld, 2 APM
of Ahst=AE AT Hstd Add AR
As ol&etdd. #3449 4% A Fedss
o %82 #3#FH(factor loadings EE factor

coefficients matrix)& SPHFE s 4= F
WA HEFES FHUFE sl Ik 3
FAEA(0LS) AN A ®

R;=ay+ fiby;+ foby+ - + [yt u,

oA71A,
ay 45, fp BAA .Y
by: 12 A 2RARBF(factor loading),
u, . Qg

4.2 SHF=20|dt £ 371 FIIEHQIE 2t

LR

4 YUE AARNY A3 APMe] Hele
Age Aed oA ol AR 3o 43 77}
A9e95] NAY AEE 239 ok a0} ®
A, ad2del A% $Ag02 959l

6) Chen, Roll & Ross(1986),

o Sl APMZST BN Betels ZRE - 7
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King, Sentana & Wadhwani(1994), Longin and Solnick(1995) ol FU3at wh
E(1997) & Zz3p) uig,

AASIT m343 M1 20054 29



Frisigedlol #y=e|ojdol ojXls o W A7

29857 248 A 8QdSE 74 299 4.3 IAPS| EigY AE
£4< Ad N2 Agg ¥ § ez oF
Altste] zh 29le) AL uwhdstes RS WF HolA A=d 3HAREH L JAP(International
o AAE AREN AMEE 4 9ith Asset Pricing)7} ARdthe AA s d4d =
= @A oldd 2y FHEL w2 Frb ozt & 4 gitk AP o3t FA Ao o
A82Q ANAE AEE guisiAl HEZ ol AR ¢ BN FRES ¥oso ¢ 2
SHHSRE olfdtd FIHHQ #Ae ALY £ AHHE FE3tn gidn ARG S BN
At &, F I Bt YAH e aAgzeq L ABANGAN AAAA A FFE A= o T
e TSR stn B E FAAEA WS EAFOE ol FAANF HEAHAE o
o AT AAYE S SHUTE djo IAEN s A ol wetM o]t FFUFEY] F
< F¥shd WMl %A B2 TF #3949 YL F7HEe009 AU B et
P S AHE 5 Uk o|E dotEI] U AT of o Aot} B3| AP/ AHIYH JEE
d7ra¥e don g HEdM P zejude] AP eQog AFH
& Azzngdisse] HE Frr9daclsd
(S =8)-(r—-r)= TF 4YE o Ao Jlydn.
k 2 A7E ol g AN AAAFEe o3
ay+ Y b fi ol #A98edd 9BL FE Acz wan
o ANAARSES AEeoldEs g7 SYus
+ Z b Aj',m +u,,, o ZIAHoER FEULA 2] MY FU19)
/= 8987 tEIARN S Faant. !
o471, F 1= ay +b,FPy +b,FPy -+ bFP,
ijtf%__):;_(rt— 7)) B Z oy, + b FP, o+ b5IPs 1,
by B AR 2 AF FAAPAASS AAAF +byCPI, 11+ b, TS, ,
N A(z'=1,2,~~,kl, =L k) +bsMPI, y F 2y
fivrr Fiis vt
HHIARY AR R 9T FANERAE oo,
(i=1,2,,ky, j=1,2,, k) F, o im A FAARRQGAT, £RQYF),
w249 gt %%, b BAATE(=1,2,3,.8),
7) & AT Hro Xl 298N Az Fojxle 2AHFE oz ogstn g
8) 2 A72Y9] o|&A T A (F2 DT I=x.
9) olejgt M#AFEA = Chen, Roll & Ross(1986), King, Sentana & Wadhwani(1994), Longin and Solnik(1995) S0l 3it}.
10) 238 AMNBARFEL WA F, AT lE, oAE7 IR, FHF/HSsYEY.
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4.4.1 8% (factor analysis)S ©] &3 F7}
A882 F& 9 APM B34 #= Ax

SHA] A3t ule} Zo| APTE o] gdl] /=
b FAAA] Eajste dubdel FAE .98 S
7] et 94 8% (factor analysis) &

AL old met +3dE FUIEadE] §
2 = £ 237 s )
FAES TR, F/H9E 89
29 (factor loading) HES SPHTE

e
WA 3HAEY (cross-sectional regression

N

El

o
4

analysis)S AAIET. oldd dAS
MR ASENE ddte ge3 2o
A7 =7HEA tsto 1986‘5‘_ o] 3o} F7}
AEE BHstn Y 7YES gAos g98y
AAEIAT SQIEA S AAE T 2EA 60%
o] 291(F71998 899 48 AR
AT teoR, #2E FHNYRd B 8
Balek(factor loading)o] A2 EARoz
l

geh 2

i mlo

71E0
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o
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F7HIERAUAME HFdA7] A8 a9
SEne, NEded BerdEs ¥
sle 99 AARME YA o)y
P A net S7PEE Jerd e (F 4-1)
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o ot

].

ol

ki
2~
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&
htl

% Jpy Hde do o

.

vZe 3%, 8 AEad shed 3014<°91¢
F 5%). SU6(RAFE 5%), RAT(RY4E
1%)94 %918 237 vent APTRH0] 4
$2 AR 2} g 2y BYy 9y
& BUE FUS 507(415E 0,002 v
sk ol W, MR (R)e) 43.36%2 499 %

A vdebstn DW#e] 2.0452 vt} exgel
A718E 9A EXHEW %83 Hol Fld. =
€ VIFg(ZAA
o 949k BT %‘7-1] A} ZQ T e 1084 &
olete] #& RHoFm glomz

t..

2zl 2%, VA 498

3 T2l el
JALA 23 T4 A889 Jhed 81(5¢
TE 1%), &012(Tr TE 1/) LA3(Fe+E
1%), 8.A5(fr95 , 8AT(FIFE 5%)

WA #e1 Ah s »}EM APTRHo] 4Uee
AAske 23k dgth ols B39 By o
€ Bddte FEE 6.36(F+F 0.0002 Yet
4 oolg Mgt ¢ 5 Ut o W, A9
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FrIeEeolol geiyzeloido] ojxle Fol Y

.?

(£ 4-1) =71 gooA8n F1IgQelel 2o1siakariel Setnis|ziEs Za}
sb (g2 | amm | ed1 | eq2 | 293 | 294 | 895 W | 897 | 298
| 0002 | -0.005 | 0.005 | 0.005 | 0.010" | -0.004 | 0.009" |0.013**| 0.005
A% | (0.35) | (-1.16) | (1.08) | (1.29) | (23D | (-0.82) | (208) | (3.20) | (1.12)
" r 159 | 210 | 126 | 158 | 165 | 198 | 150 | 161
R? 0.43 DW 2.05 FR#94%) | 5.07(0.00)
%7b | 35 il 291 2912 293 2914 3015 2916 297
| 0.03™* [ -0.010"* | -0.014** | -0.018"* | -0.003 |-0.009"* | 0.001 | -0.007**
g LTI | (B0 | (438) | 49D | 099 | (296) | (0.2 | (26D
VIF 2,23 1.80 2.07 145 148 146 1.15
R’ 0.53 DW 144 | PH595R) 6.36(0.00)
2} 35| 2w 2911 2412 2913 294 2915 296
g3 -0.003 | -0.009"* | 0002 | 0010 | 0004 | 0007 | 0.001
gu AT _COLID | (519 | 089 (4.65) (1.66) (4.48) (0.57)
= VIF 2.19 2.82 2.24 3.10 1.05 1.04
R’ 0.46 DW 182 FRt(£214%) | 26.85(0.00)
=70 |85 | A | edl | 892 | 293 | 2904 | 2905 | 896 | 847 | 298 | 2919 | 2910
87| 0.010 [-0.015" | -0.001 | 0.011 | -0.004 | 0.006 |-0.007 | -0.003 | -0.000 | 0.002 | 0.004
A | A% | (1.25) | (-242) {(-0.10)| (1.45) |(-0.75) | (1.01) | (-0.99) | (-0.40) | (-0.04) | (0.39) | (0.51)
o | VIF 204 | 187 | 284 | 187 | 163 | 1.90 | 152 | 151 | 138 | 1.73
R’ 0.39 Dw | 18 | Pgsesd | 2.4600.02
2435 | 2d 291 2412 2913 2914 2415 2916
89| 0.008° -0.007 | -0.007 | -0002 | 0.010™ | -0.004 | -0.005
o 1A 1) (168) | (116) | (0449) | (212 074 | (088
TEvip 212 3.46 247 2.23 268 2.18
R 0.45 DW 2.09 Feh(fl+3) 4.81(0.00)
T RSE 10%, T RATE 5%, 1 KO5T 1%
(e 1ae vehy
(R)°] 53.3%2 433 &7 Jeikn DWakel  STUABAT 248 g AL ¢ & 3l
1.448 Yeht tda "‘-8— Aoz FAHA & 42 A 6719 2AE FEEgn Fydw
B ATBLY VS BATE VIFREAWA 49 A3 o A9t sked 491049
9 AHE BF AN T 4 9t 1080 2 £F 1%), A3(RAFE 1%), 294(59%F
A e 223 o99 #E HATa eme G 10%), SA5(heeE SHAH ST A
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Ueht APTZHo] Y-S AAsE A9t st

oy o

5111 Bt Ao Yeud. =3

. BEFAA

o ol 239 HIF AFE Bdde FT EoFE VIFR(FAHY 949z 25 o
26.85(F5E 0.0002 AA Yeh} o]E S AXeS & # ‘ﬂt 1080 EQ & 3.46 0|3}
drin & 4 gk o] o, AuA(RY)e] 46.4%2 S BdFm Jlomg UdEIHNNEAL LA}
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(a) 8HAAT 2 F&k

59 3719929

2 b ‘ ba 1 b3 l b4 l bs - be [ [ \ [ P
9% F7HE_A(Y)
b1 bz bs by bs be b7 bs be b1o
0.0066***1 0.0014 | 0.0007 | 0.0035 }0.0120**"| -0.0036
</ 0.00021 (255 | (059 | (0.27) | (147) | (5.26) | (-1.56) 4.085
(0.09) | 0.0019 | -0.0006 | -0.0034 { 0.0033 | 0.0040° | -0.0008 | -0.0003 | -0.0017 (0.00)

.77y | (0.23) | (-146) | (1.41) | (166) | (-0.36) | (-0.14) | (-0.78)

0.0047** 1 0.0001 | 0.0005 [0.0051"*"|0.0051***} -0.0001

£/ 0.00241 (220 | (0.08) | (0.28) | (267} | (2.83) | (-0.040) 9623
701 (148) | -0.0037* | 0.0032* | 0.0039% | -0.0023 | -0.0027 | 0.0001 | -0.0018 (0.00)
(-1.83) | (-1.75) | (223) | (-1.28) | (-1.531 | (0.04) | (-0.99)
0.0039 | -0.0017 | 0.0014 | 0.0036 | 0.0021 | -0.0000
<y -0.00041 (1.53) | (089} | (0.56) | (1.45) | (0.87) | (-0.01 9218
(0.18)} 0.0033 |0.0061" | -0.0017 | 0.0003 [-0.0060"*] 0.0019 (0.01)

(1370 | (2.58) | (-0.67) | (0.10) | (-2.52) | (0.80)

0.0064** | 0.0011 | 0.0010 | 0.0045* 10.0110**| -0.0026
0.0004 | (242) | (045) | (0.38) | (1.83) | (4.66) | (-1.02) 4949

(017 | 0.0030 | 0.0037 | 0.0038 | -.0014 | -0.0017 | -0.0018 | 0.0030 | 0.0033 | 0.0031 | 0.0014 | (0.00)
(1.16) | (149) | (164) | (-059) | (-0.71) | (0.76) | (1.27) | (1.33) | (1.32) | (0.58)
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ARTo|dHFE HAAAMHTE )
s ag R F
by ba b3 b4 bs bs by bs
g9l 0.33 26.27 1-74.3m*| 28.00 | 35.14 1.23 | -42.32 | -28.29 | 6.69*** 013 3.45
T3] (1.2 | (1) | 056) | (0.92) | (0.05) (-0.76) | (-0.30) | (4.35) | (0.00)
Q019 -0.79***| 14.00 | 66.38* | -31.66 | 51.27 -4.06 75.68 |298.70™**|11.58%** 0.34 11.88
STH-3.66) | (0.73) | (1.768) | (<0.73) | (1.55) | (-0.17) | (1.57) | (3.60) | (8.65) ' (0.00
2913 0.05 2510 | -15.13 {-90.94* | 3992 | 44.18* | -73.07 555 | 7.37*** 0.15 4.14
- (0.20) | (1.16) [ (-0.35) | (-1.85) | (1.06) | (1.64) {(-1.33) | (0.06) | (4.85) ' {0.00]
qold 0.09 -23.95 | 14.14 74.83 |-76.90**| -36.96 | 20.71 |-137.12| 7.15*** 0.16 4.20
v (0.38) | (-1.11) | (0.33) | (1.53) | (-2.05) | (-1.38) | (0.38) | (-1.46) | (4.72) ' (0.00]
qols 0.45 |51.02**) -65.22 | -66.01 [-92.82**| -36.81 | -0.49 |-135.87| 3.16** 0.14 3.81
e (1.84) | (2.34) | (-1.52) | (-1.34) | (-2.46) | (-1.36) | (-0.01) | (-1.43) | (2.07) ’ (0.00)
2916 0.38 -32.86 | -41.51 | -22.55 8.41 40.12 |-137.15**}-137.30 | 5.60*** 011 2.96
- (1.51) | (-1.48) | (-0.95) | (-0.45) | (0.22) | (1.46) | (-2.45) | (~1.43) | (3.61) ' (0.00)
ool” -0.06 |-35.58*| -8.30 24.84 8.70 -29.90 | 31.76 [-101.37| 8.54*** 0.19 5.26
=0 (-0.25) (-1.68) | (-0.20) | (0.52) | (0.24) | (-1.13) | (0.59) | (-1.10) | (5.74) ' [0.00)
2918 -0.39 3.02 1596 | 3462 | -16.33 | 22.09 {112.01**| 28.22 | 6.54*** 0.14 3.82
TP -160) | (0.14) | (0.3D) | (0.70) (-0.43) | (0.82) | (2.03) | (0.30) | (4.28) ' (0.00)
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210] slaie 2

FFoen 2

ArTeu|diFE AAAAHFE 2
33 a b ba b3 b4 bs bs b7 bs R EF
Qo 0.13 58.40 |-61.26" | -55.91 | 72.98** | -34.16 | -25.45 | 61.48 |11.00*** 0.35 12.50
(0.97) | (1.46) | (-1.81) | -1.21) | (2.41) | (-1.09) | (-1.16) | (1.43) | (9.08) ) (0.00)
Q019 0.02 | 51.12 | -34.95 | 14.58 | -36.95 | -43.59 | 40.74* | -80.41" | 7.61*** 0.18 5.18
- (0.13) | (1.14) | (-0.92) | (0.28) | (-1.09) | (-1.24) | (1.65) | (-1.67) | (5.60) ) (0.00)
q013 0.02 28.46 | -34.25 | 15.18 0.29 | -11.15 | 1571 39.05 | 6.56*** 0.11 2.85
v (0.12) 1 (0.61) | (-0.86) | (0.28) | (0.01) | (-0.30) | (0.61) | (0.78) | (4.62) ] (0.01]
g4 -0.33"*|-99.47**|114.34***| 30.99 | -3.40 30.14 |-61.92"**| -59.65 | 7.84*** 0.97 8.64
v (-2.32) | (-2.34) | (3.19) | (0.63) | (-0.11) { (0.91) | (-2.66) | (-1.31) | (6.11) ) (0.00)
Q0I5 -0.16 1.26 2263 | -24.50 | -45.69 6.48 |53.68" | 11.25 | 7.49** 0.20 5.76
- (-1.11) | (0.03) | (0.60) | (-0.48) | (-1.36) | (0.19) | (2.20) | (0.24) | (5.57) ) (0.00)
Q96 -0.02 | -18.57 7.85 | -15.68 | -9.55 604" | -24.39 | 41.24 | 4.99*** 0.11 2.90
T 1(-0.11) | (-0.40) | (0.20) | (-0.29) | (-0.27) | (1.63) | (-0.95) | (0.82) | (3.52) ' (0.00)
goi7 -0.03 | -18.31 | 1541 | -15.78 | 6.12 4.37 -6.92 -51.'26 -0.65 0.01 0.26
- (-0.18) | (-0.37) | (0.37) | (-0.28) | (0.16) | (0.11) | (-0.25) | (-0.96) | (-0.43) ' (0.98)
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AARFERS BAS FPA0R Yuyaa & zxeuldel dussl 3443 AR B
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He 2964, ABelHNEE 2912, 294, 4433 9% Y FA9FLAN AHEA
295014, Tel3 olAEINUFE (IR A& A HEzn 2 ANZARET 5
o)t 29204 A7 9@ 234 dehiz A2y 2%
4. & RE ANZAMSA St olgY 8AS  due Y F99ede % 6ol of 3
3 gRsel e o 4 gt $ 2% 6d9 d3AARAS YPozA 293
FESHE QRXAIPALEY AF AT AALEEL AR FHI02 he2d o
2eshd R04M, 9B Astss 891, 8d dnh SA, ANAANSE A3 FFAAS
414, 52 wheasse 2dldd 44 498 S9BUsE 6 319982 F 858 AY
2ne dehn gn Ao gEsss fo@ @ 50 293 feld ARE Yehign A
A%e dehid 21 Utk F 44 4lg 4 40de 242 894, 259 fed 2R
EZA0lE 3 W FAAGSASH AR e 99 ABdCldUEH ol ALINTE(E

o EE BAFUEH o2 A@APEFd A4 DrlojaERte) e olwd aldk fojg Ans

(F 4-9) 4= 7Hd F7HAY 0l dstaAl Mrzaiojgd U AAZHEHS2e] slHEA 2ot

AEEeoguss AN AA S 2
dE ag R F
b1 be bs b4 bs ‘ bs b7 bs
Q9] -0.09 | -2.84 | 12.07 | -69.87 | -11.39 | 13.78 | -2.05 |-142.56]5.05"** 0.14 3.74
(-0.55) | (-0.05) | (0.55) | (-1.33) | (-0.33) | (0.68) | (-0.10) | (-1.22) | (4.50) | (0.00)
Qo192 -0.02 | 23.72 | -1133 | 23.11 | 14.42 |-56.29***| 16.12 | 107.77 | 9.27*** 0.40 15.18
Y017 | (0.53) | (-0.61) | (0.53) | (0.51) | (-3.34) | (0.90) | (1.10) | (9.88) | (0.00]
qol3 0.00 | -2454 | -2456 | 5879 | -17.14 | -4.60 10.93 | -40.69 | 5.81*** 0.14 3.73
TUN(-0.02)| (-0.46) | (-1.11) | (1.12) | (-0.50) | (-0.23) | (0.51) | (-0.35) | (5.18) | (0.00)
Qol4 0.08 | -34.12 | 17.19 | -3.22 1.55 |61.55™**| -10.06 | -52.51 | 8.43*** 0.32 10.55
TT1(0.56) | (<0.71) | (0.87) | (-0.07) | (0.05) | (3.42) | (-0.53) | (-0.50) | (8.42) | " {(0.00)
Q915 0.27 | -38.08 | 21.53 | 82.50 | -20.06 |59.18"**| 3.20 32.72 1.63 0.08 1.93
Y71 (1.58) | (-0.68) | (0.94) | (1.52) | (-0.57) | (2.83) | (0.14) | (0.27) | (1.41 ’ (0.06]
8916° -0.15 | -36.00 | -14.78 | -2.74 | -4.96 | -18.06 | -22.21 | -41.44 | 3.10*™** 0.06 1.57
" 1(-0.88) | (-0.64) | (-0.64) | (-0.05) | (-0.14) | (-0.86) | (-0.99) | (-0.34) | (2.65) | = (0.14)
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UehiiAl Zotxn Sick. &, 289 AL e A A8 AT & 94 nFI I ALgs
NAARSE 3 FYFNEAIET AN 2 448 44 AEzdugEe) BE Fb)
Aol g eds Awstes dell fronldt FRAEd FéHo YL HolA Faln )
a5 gazg ol ABABEF HETeugE] FAA%
#5Y 99 e AREA AEZANGNSS  F9edd wesA 2an WA Aszeu
9 A%, ARE AR =9 oW E T F 85 AArE R g A SYBzng
A Leudo frodt 27E Holm YA e o U3 dyuisere] 43S 8x] 28 45 9
otk &, dEFHYNER8UY AsE HEX 5 AAbetia &g
sgueEdl ol 999 A ¥ 4 At
(E 4-10) 7ot 7Y FoIge0ln sqcie2|EA Mrza|ojed o HAIZH S| 5|72 ZD}
At | a AezudWss AABARFE B2 "
b1 bz b b4 bs bs by bs
2911 -0.27 |129.61***] 4.08 | -41.05 |-83.53"*| 38.97** | -26.89 | 126.15* | 9.59*** 0.95 7.63
(-1.40) | (2.88) | (0.20) | (-1.13) | (-2.43) | (2.11) | (-0.86) | (1.71) | (5.54) (0.00)
2919 -0.15 | -48.711 2.47 31.20 3.70 | -27.34 | 25.300 | 31.37 | 9.30*** 0.22 6.45
(-0.78) | (-1.06) | (0.12) | (0.84) | (0.11) | (-1.45) | (0.79) | (0.42) | (6.22) (0.00)
2913 -0.07 | 31.59 | -18.81 | -14.79 | 8.89 14.90 13.38 | -31.34 | 6.39"** 0.08 2.08
(-0.34) 1 (0.63) | (-0.81) | (~0.37) | (0.23) | (0.73) | (0.38) | (-0.38) | (3.94) (0.04)
20l -0.05 | 53.44 | 37.35" | 44.03 | 76.74** | 18.70 13.38 | -76.85 | 4.43*** 0.10 2.52
(-0.26) | (1.08) | (1.63) | (1.10) | (2.04) | (0.92) | (0.39) | (-0.95) | (2.75) (0.01)
2915 0.40 | -66.19 | 24.09 | -50.99 | 40.17 |-41.22"*| 19.52 | -97.17 | 4.87*** 011 2.71
(1.95) | (-1.35) | (1.06) | (-1.28) | (1.07) | (-2.05) | (0.57) | (-1.21) | (3.04) (0.01)
2016? 0.03 | -82.29" | 30.76 | 46.42 | 77.02** | -2094 | 52.45 | -46.93 | 1.83 0.06 1.36
(0.12) | (-1.63) | (1.31) | (1.13) | (2.00) | (-1.01) | (1.49) | (-0.57) | (1.11) (0.22]
2917 -0.27 | 4563 | -16.33 | 17.52 -4.22 | -21.73 | 36.80 | 118.72 | 4.90*** 0.07 1.83
(-1.30) | (0.91) | (-0.70) | (0.19) | (-0.11) | (-1.06) | (1.05) | (1.45) | (3.00) | ~ (0.07]
2918 -0.13 | 26.75 538 | -46.50 | -44.98 9.21 26.57 | 10347 { 1.77*** 0.15 4.11
(-0.66) | (0.56) | (0.24) | (-1.20) | (-1.23) | (0.47) | (0.79) | (1.32) | (4.98) (0.00]
299" 0.36 | -95.33 | 17.68 | -21.06 | 47.14 | -4.28 18.88 [-203.04"*| 2.80* 0.06 1.38
(1.72) | -1.89) | (0.75) | (-0.52) | (1.22) | (-0.21) | (0.54) | (-2.45) | (1.70) {0.21]
29110 0.01 39.06 -5.27 6.50 57.91 |-76.12"*| 20.14 | 90.14 2.54 0.12 3.18‘
(0.05) | (0.80) | (-0.23) | (0.16) | (1.56) | (-3.81) | (0.59) | (1.13) | (1.60) (0.00]
RAFE 10%, T RASE 5%, Y AR 1%
()2 e-a [ ) fr4ES el
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s | o AETeo| RS ANAARTE ]
b1 b2 b3 b4 bs be b7 bs

Qo] 0.11)-11.22 11.19 | -76.77** | 88.94** 30.15 44 31 65.29 9.20*** 0.34 11.57
0.74)] (-0.22) (0.59) (-2.18) (2.13) (1.09) (1.39) (0.80) (8.50) (0.00)

q0l9 0.05] 102.20* | 37.01* | -45.79 |-116.98**| -15.82 12.45 6.26 448" 0.13 3.31
0.30)| (1.71) (1.69) (-1.13) 1 (-2.45) | (-0.50) (0.34) (0.0 (3.61) (0.00}

2913 -0.09| 8.95 -28.05 2.38 -4.09 4.08 -28.73 | -10.30 | 10.75*** 0.37 13.70
(-0.61)| (0.18) (-1.52) (0.07) (-0.10) (0.15) (-0.93) 1(-0.13) {(10.24) (0.00)

g9l4 -0.111 83.02 -5.19 70.77* -28.99 -9.49 -60.54* 63.63 4.97*** 0.13 3.38
(-0.65)] (1.39) |(-0.24) | (1.75) [ (-0.61) |(-0.30) |(1.66) | (0.68) (4.01) [0.00)

g9l5 0.02 [-176.12***| 27.45 15.08 31.07 -9.78 70.50™ [~207.53** 5.25*** 0.19 5.29
(0.15)] (-3.06) (1.30) (0.39) (0.67) (-0.32) (2.00) (-2.30) (4.39) (0.00)

2916 0.02| 86.89 18.55 32.20 -44.18 | 55.11* |-106.28"**| 118.56 | 3.21** 0.10 2.45
{0.14)] (1.43) (0. 84) 0.78) (-0.91) (1.7 (-2.87) (1.24) (2.54) (0.02)
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1 AIRBORNE ALLIED DOMECQ

2 ALCOA AMERSHAM

3 ALEX.& BALDWIN AMVESCAP

4 AMER EXPRESS ASSD.BRIT.FOODS

5 AMR(AMERICAN AIRLINES) BAE SYSTEMS

6 BOEING BARCLAYS

7 BURLINGTON NTHN.SANTA FE C BOC GROUP

8 CATERPILLAR BOOTS

9 CNF TRSP. BP

10 COCA COLA BRIT AMERICAN TOBACCO
11 CSX BRITISH LAND

12 DELTA AIR LINES CABLE & WIRELESS
13 WALT DISNEY CADBURY SCHWEPPES
14 DU PONT E I DE NEMOURS CGNU

15 EASTMAN KODAK DAILY MAIL A’

16 EXXON MOBIL DIAGEOQO

17 FEDEX DIXONS GP.

18 GATX ELECTROCOMP.

19 GEN.ELEC. EMI GROUP

20 GENERAL MOTORS GLAXOSMITHKLINE
21 HEWLETT-PACKARD GRANADA

22 HOME DEPOT HANSON

23 HONEYWELL INTL. HILTON GROUP

24 HUNT JB TRSP.SVS. IMP.CHM._INDS.

25 INTEL INVENSYS

26 INTL.BUS MACH. LAND SECURITIES
27 INTL.PAPER LEGAL & GENERAL
28 JOHNSON & JOHNSON MARKS & SPENCER
29 J P MORGAN CHASE & CO. NEXT

30 MCDONALDS PEARSON

31 MERCK PRUDENTIAL

32 3M CO. RECKITT BENCKISER
33 NORFOLK STHN. REED INTIL,.

34 PROCTER & GAMBLE RENTOKIL INITIAL
35 RYDER SYSTEM RIO TINTO

36 SW.AIRLINES ROYAL & SUN ALL IN.
37 UNION PACIFIC RYL.BK.OF SCTL.

38 UNITED TECHNOLOGIES SCHRODERS

39 US AIRWAYS GP. SCOT.& NEWCASTLE
40 WAL MART STORES SHELL TRANSPORT & TRDG.
41 WILLIAMS COS. SIX CONTINENTS

42 YELLOW SMITH & NEPHEW
43 NORTEL NETWORKS(NYS) SMITHS GROUP

44 PEPSICO STD.CHARTERED

45 PFIZER TESCO

46 PHARMACIA UNILEVER(UK)

47 PROCTER & GAMBLE WOLSELEY

48 RADIOSHACK

49 ROCKWELL AUTOMATION

50 SCHLUMBERGER(NYS)

51 SEARS ROEBUCK

52 TEXAS INSTS.

53 TOYS R US

54 US BANCORP DEL.NEW

55 UNITED TECHNOLOGIES

56 WAL MART STORES

57 WALT DISNEY

58 WELLS FARGO & CO

59 WEYERHAEUSER

60 WILLIAMS COS.

61 XEROX

62 3M CO.

118 ZAYstdT B34 H1% 20054 2%



Z7tHgeclo] #Hg=2lo|dol ojxj= Aol ws AT

(% 2-2) 3718 #2701 SEE (=)

id Y1934 FH)

1 ADVANTEST KURARAY PIONEER

2 AJINOMOTO KYOCERA SANKYO

3 ALPS ELECTRIC KYOKUYO SANYO ELECTRIC

4 ASAHI BREWERIES KYOWA HAKKO KOGYO SAPPORO BREWERIES

5 ASAHI GLASS MARUBENI SECOM

6 ASAHI KASEIL MARUI SEKISUI HOUSE

7 BANK OF YOKOHAMA MATSUSHITA COMMS. INDL. SEVEN-ELEVEN JAPAN

8 BRIDGESTONE MATSUSHITA ELEC.INDL. SHARP

9 CANON MATSUSHITA ELEC WKS. SHIMIZU
CASIO COMPUTER MAZDA MOTOR SHIN-ETSU CHEMICAL
CHIYODA MEIDENSHA SHINKO SECURITIES
CHUBU ELEC.POWER MEILJI DAIRIES SHIONOGI
CLARION MEILJ] SEIKA SHIZUOKA BANK

CREDIT SAISON MERCIAN SHOWA DENKO KK
DAI NIPPON PRINTING MITSUBISHI SHOWA SHELL SEKIYU
DAIICHI PHARM. MITSUBISHI CHEMICAL SONY

DAIKIN INDUSTRIES MITSUBISHI ELECTRIC SUMITOMO

DAINIPPON PHARM.

MITSUBISHI ESTATE

SUMITOMO CHEMICAL

DAIWA BANK HDG.

MITSUBISHI HEAVY INDS.

SUMITOMO ELECTRIC IND.

DAIWA HOUSE INDUSTRY

MITSUBISHI LOGISTICS

SUMITOMO HEAVY INDS.

DAIWA SECURITIES GROUP

MITSUBISHI MATERIALS

SUMITOMO METAL INDS.

DENKI KAGAKU KOGYO KK

MITSUBISH! PAPER MILLS

SUMITOMO METAL MINING

DENSO

MITSUBISHI RAYON

SUMITOMO MITSU BKG.

DOWA MINING

MITSUI

SUMITOMO OSAKA CEMENT

EBARA MITSUI ENGR.& SHIPBLDG. SUMITOMO TRUST & BANKING
EISAI MITSUI FUDOSAN SUZUKI MOTOR
FANUC MITSUI SUMITOMO IN. TAIHEIYO CEMENT

FUJI ELECTRIC

MITSU] MNG.& SMELT.

TAISEI

FUJI HEAVY INDS.

MITSUI OSK LINES

TAIYO YUDEN

FUJI PHOTO FILM MITSUKOSHI TAKARA HDG.
FUJIKURA MITSUMI ELECTRIC TAKASHIMAYA
FUJISAWA PHARM. MORINAGA TAKEDA CHEMICAL INDS.
FUJITA NACHI FUJIKOSHI TDK

FUJITSU NIPPON FLOUR MILLS TEIJIN
FURUKAWA NGK INSULATORS TERUMO
HAZAMA NICHIREI TOA

HEIWA REAL ESTATE NIKKO CORDIAL TOAGOSEI
HINO MOTORS NIKON TOBISHIMA
HITACHI NIPPON COMSYS TOBU RAILWAY
HONDA MOTOR NEC TOHO ZINC

ISHIKAWAJIMA~-HARIMA HVY.

NIPPON LIGHT METAL

TOKAI CARBON

ISUZU MOTORS

NIPPON MITSUBISHI OIL

TOKYO DOME

ITO YOKADO

NIPPON SHARYO

TOKYO GAS

ITOCHU

NIPPON SHEET GLASS

TOKYU

JAPAN AIRLINES

NIPPON SHINPAN

TOKYU DEPARTMENT STORE

JAPAN ENERGY

NIPPON SODA

TOMEN

JAPAN STEEL WORKS

NIPPON STEEL

TOPPAN PRINTING

AEON CO. NIPPON SUISAN TOPY INDUSTRIES
KAJIMA NIPPON YUSEN KK TORAY INDS.
KANEBO NISSAN MOTOR TOSHIBA

KANSAI ELECTRIC PWR. NISSHIN SEIFUN TOSOH

KAO NISSHIN OIL MILLS TOTO

KAWASAKI HEAVY IND. NISSHINBO INDS. TOYO SEIKAN
KAWASAKI KISEN NISSHO IWAI TOYOBO

KAWASAKI STEEL

NITTO BOSEKI

TOYOTA MOTOR

KEIO ELECTRIC RAILWAY NKK UBE INDUSTRIES
KEISEI ELEC.RAILWAY NOMURA HDG. UNITIKA

KIKKOMAN NSK YAMAHA

KIRIN BREWERY NTN YAMANOUCHI PHARMS.
KOBE STEEL OBAYASHI YAMATO TRANSPORT

KOMATSU ODAKYU ELECTRIC RY. MIZUHO ASST.TST.
KONICA OJI PAPER CO. YOKOGAWA ELECTRIC
KOYO SEIKO OKI ELECTRIC IND. YUASA

KUBOTA OKUMA

KUMAGAI GUMI OSAKA GAS
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1 ABITIBI-CONSOLIDATED AGIV

2 AGF MAN.B PF. ALLIANZ

3 ALCAN ALTANA

4 ATCO CLASS 1 BABCOCK BORSIG

5 AUR RES. BASF

6 BANK OF MONTREAL QUE. BAYER.HYPO-UND-VBK.
7 BK.OF NOVA SCOTIA BMW

8 BARRICK GOLD BAYER

9 B C GAS BEIERSDORF

10 BOMBARDIER 'B’ BILFINGER BERGER
11 CAE INDS. COMMERZBANK

12 CDN.IMP.BK.COM. CONTINENTAL

13 CDN.NATURAL RES. DEGUSSA

14 CDN.TIRE A’ DEUTSCHE BANK

15 CDN.UTILS."A’ DOUGLAS HOLDING
16 CANFOR DYCKERHOFF PREF.
17 CARA OPS.NON VTG.A E ON

18 CASCADES GEHE

19 CCL INDS.B NV. GILDEMEISTER

20 DOFASCO HEIDELB.ZEMENT
21 DOMTAR HENKEL PREF.

22 DUPONT CAN.A SR.1 HOCHTIEF

23 FAIRFAX FINL.HDG. BOSS(HUGO) PREF.
24 FINNING INTL. JKB DT.INDSTRBK.
25 INCO IWKA

26 INTL.FOREST PRDS A K+ S

27 IPSCO KARSTADT QUELLE
28 LAURENTIAN BK.CAN. KOLBENSCHMIDT PIERBURG
29 LINAMAR LINDE

30 MAGNA INTL.'A LUFTHANSA

31 MOLSON "A’ MAN

32 NAT.BK.CANADA MG TECHNOLOGIES
33 NEXEN MUNCH.RUCK.REGD.
34 NORANDA PHOENIX

35 NORSKE SKOG CDA CL.A PREUSSAG

36 PANCANADIAN ENERGY RHEINMETALL PREF.
37 PARAMOUNT RES. RWE

38 PLACER DOME SCHERING

39 POWER CANADA SIEMENS

40 POWER FINL. SUEDZUCKER

41 ROGERS COMMS.'B” THYSSENKRUPP

42 ROYAL BANK CANADA VOLKSWAGEN

43 ST.LAWRENCE CEMENT "A” WELLA PREF.

44 SEARS CANADA

45 SHELL CANADA ‘A’

46 STELCO STRS.’A’

47 TALISMAN EN.

48 TECK COMINCO CL.B

49 TEMBEC ‘A’

50 THOMSON
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An Empirical Test on the Effect of Equity Risk Premia
on Foreign Exchange Risk Premium

Ho Sang Kang* - Kyung Il Khoe**

Abstract

The notion of exchange risk premium has derived from the study to test the efficiency of
foreign exchange market. By replacing the risk-neutral hypothesis to the risk-averted
hypothesis, exchange risk premium is considered as compensation for the market participants in
return for bearing the risk of future spot exchange rate uncertainty. Under this hypothesis,
forward rate has a systematic difference with the future spot rate. On the other hand,
exchange risk premium is derived from developing the portfolio balance model of the
determination of the equilibrium exchange rate. The portfolio balance model postulates that
domestic and foreign bonds are imperfect substitutes, such that Tnternational Fisher
Effect(IFE) does not hold. Therefore, exchange risk premium is related to the relative share
of that country's assets which make up the overall portfolio. That is, exchange risk premium
is the value subtracting the differences of nominal interest rate between domestic and
foreign bonds from exchange rate change. Considering interest rate parity theorem, two
different approach on exchange risk premium explained above produce the same value.

Three approach have been developed to explain exchange risk premium. First, there is the
international portfolio balance approach proposed by Dornbusch(1983) and Frankel (1982.
1986). This approach has its roots in the imperfect bond substitution and recognizes
exchange risk premium as a compensation for holding a greater share of a particular
country's assets. However, testing the model in several major foreign exchange markets
found that the risk-neutral hypothesis cannot be rejected by the data. The second approach

was to invoke a time-varying parameter methodology. Fama(1984), for example, tries to explain

*  Professor, Dept. of Business Administration, College of Business Administration, Sogang University.
** Full-time Instructor, Dept. of Business & Commerce, Cheonan University.
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time varying risk premium in the foreign exchange market. However, no concrete evidence
has been given that a significant relationship exists between exchange risk premium and risk
factors and the results was limited to relying on econometrical approach. The third approach,
due to Robicheck and Eaker(1978), Giovannini and Jorion(1987) and most recently,
Chiang(1991) has been to relate the foreign exchange market risk premium to the stock
market excess returns. This approach assumes that the foreign exchange markets and equity
markets are interrelated such that the risk premium identified in one market may be related
to the risk or excess return in another. For example, Chiang(1991) used International Asset
Parity(IAP) Condition to theoretically derive the equation explaining exchange risk premium
with domestic and foreign equity risk premia.

This paper addresses whether domestic and foreign equity risk premia, based on the IAP
equation, are the decision factors to explain the exchange risk premium. and how the
foreign exchange market risk premium and the stock market risk premia are interrelated.
Behavioral relationships between exchange risk premium and equity risk premia and
additional empirical analysis on the validity of IAP will be discussed.

First of all, APT model was applied to IAP equation in place of the equity return to
explain exchange risk premium with domestic and foreign equity risk premia. Efforts have
been made to test whether the exchange risk premium of the 5 developed countries(US, UK,
Japan, Canada, Germany) can be actually explained by domestic and foreign equity risk
premia. As a result of the empirical test using factor analysis and regression analysis,
exchange risk premium is explained by several domestic and foreign equity risk premia, which
are statistically significant. Additional results about exchange risk premium revealed from the
test were, firstly, the domestic and foreign equity risk premia do not always influence
exchange risk premium simultaneously. Secondly, each domestic equity risk premium that is
statistically significant displays identical sign as the domestic currency dominated exchange
risk premia in all case. A further study on the validity of International Asset Parity reveals
that each equity risk premium in one country is sensitive to the domestic currency dominated
forward premium of the other four countries. As a result, forward premium variables remain
as the independent variables explaining the equity risk premia, and this evidence indirectly
supports the validity of the model derived from this paper.

Key words: Foreign exchange risk premium, Equity risk premia, IAP(International Asset
Parity Condition), APT(Arbitrage Pricing Theorem).
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