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2) LB: Ljung-Box %74] 2, BIC: Bayesian Information Criterion.
3) BT 2 7 A RFUAE Newey-West W= o]-&sto] T4 Al

3. Z= 9 o&H 24



o

=
=

N
e
ot

2=

gt 10)

238708l 2 6070e] 27
N7 = E%sq Jw$ =7
Mo o) F9 St A4
“(loss function) 2=
error, ©|3F MSE) ¢} ¢4
=4

(a2 2) rolling &l#

=]
2440

o] g3}

i

| Alrak

e

3 ((FM-OF-YEN)) &] & 9] o=

2} (mean absolute error,

/&

7 289

S
=

2y 3k 2 rolling

59 (172

_/}:/\
L

%
A (176742] =) 3} 5
2] AR,
T A 22 mean  squared
ol&} MAE) & A =39)

U9|l-"

o B

P

(a) (b)
EA
g -
< S ]
™ E
P
' o 24 .
T T T T T T T T T ! T T T T T T T T T
May Jun Jul Aug Sep Oct Nov Dec Jan May Jun Jul Aug Sep Oct Nov Dec Jan
2006 2007 2006 2007
(c) (d)
~
s © ]
© ] o
o
©w ]
5 2 .
r o< > <1
:: £ 2
O of 2]
N
° =
T T T w T T T T T - o T T T T T ‘x T T
May Jun Jul Aug Sep Oct Nov Dec Jan May Jun Jul Aug Sep Oct Nov Dec Jan
2006 2007 2006 2007
F1An o|zkE Aol, FEEE, /2 &E wFE HT 2 ((FM-OF- YEN])94 R
60702 rolling 3] EA g £ 2t Wo] Ao} 95% A= 73HE =afd A, dd )& /2
g e AL & (b oA Aol (o€ FE5F, (d)d/29 %l% Aok Ve
10) 3%l 9™ olx-E 2 ((FM)) = 4%e 3 F4A57E fFol2olA] edof Al9lsisith



SRS Hluste BAIFE le]el A IR EAE He Bl o
oA A theket B o] 176709 dY oS3 172719 8 o Sl A]
A& Hed ot Sty & Al B Eo] FEEE (sub-sample) TAJA =
ArEo] JeA FTH R nHste] R0 AP AR AUt oE
Ftstr] 98l (FM-OF-YEN) R3] rolling 3|AEA A9 A4 948

#ES (FM-OF-YEN) 2 %43t

T 19 dEAE 9@l rollingst= ﬁT A718AAT (G (@), oA Ao
(b)), <A/2H (), FEEF((d)] FgAT(EA) o} 95% 9] 2EdA=E ¢
det 12k 273 AEet oAb Abe] Alpel A R FE el
1 7

ol

)2 o] E¥ ) B4 Ea A

A= /28] g3 FEEE0] /298 S dFH E= & F 3

.

SR ATt dojig Rl a3l vlwsly| At A TAFEE
Harvey, Leybourne and Newbold (1997) ] <% Diebold-Mariano (1995) & &
ASS A&ttt 4 Diebold-Mariano2] WS 7HeFs] Avfshd o33 2
o) FHRYE o]gslo] t7]l A3 (t+h)719] AZLAE €, ,, 2, ST
2 Ll )2 #Adddn R dS B0l MSES MAEE Z7
L(€i+h\t> = (€i+h\t)2 ) L(€i+1L‘t> = |€i+h,|t|‘c4 Je7t "ot F AR (i=1, 2)
o] A7l Afol7h Itk o] 59 A7t FHA R Fol 2 ZolH, wEpA o
=9 A% DMSE HIHos AFYFEEE et

d

DMS = ——=—7
var(d)l/2

— =

_ N
o714 d= (1/N) Zdt, N=alZ315, d,= Llel, ) — Let o), var(d)e

of

=1
A a2 7%7]'?:’& U234 FOo 2 Newey-West A ZFHD o] AFEHTE FHH
Diebold-Mariano EA|%F (o]} MDMS) & d|Z7]3te] 17]12) o] Fo]a1, MSEe]¢]



of Thra £4%Ge) 448 5 A o] dovl AL the MDMSS 2

=
om A8%7F NQ student t+EEZE zt=t)

N+t1-2h+ N ‘h(h—1)]"

MDMS = N - DMS
9] o =0 £43401 BAZ MDMS A= (F 4yol] 2oFeo] 9tk (&
o] 7} ke EAFFRE A dFeateln, 5ok MDMS?| p-#k& Yehd
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M yehda gtk 9/98 &S B2 9 oS3 d 3ol MSE, MAE 7+
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< HA #AZHE A8E o] &st= Aoty ol 23 (FM) ~(FM-OF-YEN] 2t
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o ) - - o [FM-OF YEN|FM OF YE
2lojH 3] | FM-AR | FM-OF | FM-YEN |FM-OF-YEN (Lagged) N (VAR)
MSE 1016 1.035 0. 828 0.633 0.483 1. 055 0. 1‘51
19 Ty L
MAE| 07521 0 457) | (0.560) | (0.630) | (0.663) ©.480 | (0.799)
\ISE 1019 1.032 0. 830 0. 620 0. 495 1. 040 0.157
501 (0.489) | (0.562) (0. 604) (0. 635) (0. 494) (0. 685)
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Out of Sample Forecasting for KRW/USD Using
Order Flows

Chae-Shick Chung*

Abstract

Recent studies suggest that order flow plays an important role in FX
determination and out of sample forecasting. In line with this trend, we use
KRW/USD' order flow for forecasting its daily variation. We make two
contributions. First, we find JPY/USD, a public information proxy variable,
provides in-sample explanation as well as out-sample forecasting power, which
is very different from the empirical evidence found on the international
currency. Second, we find evidence that order flow can forecast KRW/USD
exchange rates, although our results show statistically insignificant
improvement of forecasting power compared with the random walk model.
However, the forecasting power improvement is not negligible, which gives
considerable practical usage to market practitioners.
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