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FL = a+ B, ASpot,_ | + By AFX,_ | + B3Arbi,_, + 8,CDS, _, (1)

FIR, = a+ 3,ASpot, |+ By AFX, |+ B3Arbi, _ + 3,CDS,_, (1’
FL: 9= A elsd, FIR,: 9= A vl v,

ASpot,: = =] WSHE, AFX,: #& WlE,

CDS,: =7} A& A~ZH =, Arbi,: 2 AY oY
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Arbi, = (Spot, — Spot”®) + (IRS,"S— CRS,) 2)
Spot,: =2A e, Spot[F: v A 72, IRSS: v o|Ae~Y 1

wel, CRS;: 9-29 oty 1490
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A 713E St el=ele] FARl w2 7019 ollan, Bt Tl vl E
& 2.53% AT (elah (F 1) #x). add o=l S A e Folg B
H, 20073 sh71RE 59 Ao] gl =2iva g (ad » 3. °lE 4
ekelel #4 712kE 771 (2005. 1-2007. 6) &F F71(2007. 7-2009. 2) & 783 F F
71Ze) wrfereat el vleS vlaskitk 719 o Wit el 202 ¢
dolglaL, wuls BlE&2 B 0.77% 0 Edatgivh. W, £719] A e Sl
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o, F7ldl Eo1bA =l AA A WEAES A7|EY 2 ==,
ol ¥&] EFHAPE 719 7 fell= 0. 03501 Ay v)sle] F7]9= 0. 101
= gk
(F 1) 2=l & ¥ wolpd|ge 7| ZSAHZ
e (29 w4 HE
A 717t 7 =7 A 713t A 7 =7

Bk 701.8 215.5  1,345.0 2.53% 0.77% 5.13%

Ak 202.0 100.0 881.5 0.73% 0.37% 3.19%

Az 17,317.2 3690.0  17,317.2 78.81% 24.71% 78.81%

Axgk -13,318.3  -3169.7 -13,318.3 | -57.28%  -23.05%  -57.28%

EFAA} 2124.2 802.1  3,158.8 0.076 0.035 0.101

= 1.257 0. 580 0. 450 1.348 -0. 187 0.124

e 16. 043 8.014 5.795 21.811 19.503 6. 544

Jarque-Bera 7557.2 683.2 146. 9 15,467.5 7,028. 3 215.1

#=A) 1028 619 409 1028 619 409
A 71z 20051 ~ 2009.2, A7]: 2005.1 ~ 2007.6, F71: 2007.7 ~ 2009. 2.

9, FAFEAGE] ZRelA B, A7) HAQl A9 W, Sl
nl=re] AH Zap] AlE7F AASETAA ARkE o m IAlgg A EQPg Aol
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A Study on the Determinants of Foreigners’ Domestic
Bond Investment and Their Impacts on the Korean
Bond Market

Seung Yeon Won™ - Sangyong Joo™*

Abstract

This study shows the following results, by analyzing the determinants of
foreign investors” domestic bond investment and their impacts on the Korean
bond market. First of all, foreigners bond investment depends on arbitrage
trading opportunities and country risks. The foreign bond investment has
jumped in a large scale after the 2™ half of 2007. This is mainly due to the
expansion of arbitrage trading opportunities and higher sensitivity to those
opportunities. The increase of foreign investment was also led by the
government’s capital control. Furthermore, foreigners have influenced the
Korean domestic bond market since the 2" half of 2007 in quite different
ways. Our study suggests that in the course of capital liberalization, the
government’s direct capital control may have little or even adverse effects,
depending on foreigners’ responses. The government should consider the
foreign investors’ behaviors carefully when executing financial and exchange
rate policies.
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