93

Haseiiz) ) BLo} ek

£ = we

EEXE | B =RolME 19974 SolAot E2teU|7} wdst & BEXNTE 2ot Xwy
SHER0l 7R4AH HES SolAlol F7HEE TR FUIH £ oY ¥
a18 A Hich olF fis FVIH Joio| BoEE UEE JEEE W)
Xi+8 Dok ol o|B3te] HEXIHEHEM S8 dASch 1 &t
ARESHEME ool B8 HEYel 458 TR BAFe dE
£ AlAIZHZE Ficiz whdsiol 232 O 2 B9HE 7IH2E 8iie|e 7ks

4g oM 5 USE HA3AC

Hal FHO: JAFLE QWX HRAT
HHEHER FHER: F2, F3

* B8 ] o] sk 593 wHE 3 A9 F B AASUEEA e E
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1A &

Fotrlo} A o] AGF TS 19973 AN E A F FEALE A
FTHEA O TS AN At Btk D QEAIE AL F71E0] IMF
TolM AFE A A% IMFE aidz7tel disiy o8] 712 Wiez F44
IE Pt 28 IMFe Solrlof F7HEe] n%7Md #&S /A58 E R
o] Sg8j7|e] & Aol At o] Al M ARFFA dRHE A
TEARY AEe AusiPd Aol v I 3t FEA =7} 2 o
A Artee FAe 2 Vs =3 A $AT oA Felg
AES WA 3§ Ad3olth

Calvo and Reinhart (2002) ¥ /WEEA= & AgSe F71E0] AHFHESEA)
£ skt R3S 73 ik At dushd ARiSEeAss
AestA =H FEAFAHY A5 2 Qe g3 Bl A, @
717t B&o] HEE Y 274 458 Sk 7] WEelthd £§ olE
< AT ERARE A A4S WA $EHEAe sz Qly 8
F719) dige] B & 3leng ol Hr|YsiA MNeTAdZe A4 hard pegE 9
gt Zo] AZAA e wigAsitta F43ck. M Mckinnon (2001) & Fo}rlo}
F7HEe] 4% 1997 897] o]F ¥R RE ARWFHELAE AU
2 dA2e g2id dalX A=ste] 7ix)7F 34 Hehke AE 895 ¥n
WA AP S 3t JeBE ARE AU R Q3 2388 AE AR
th= A2He Dollarization2 2 71 Zo] vldAsitn 4875 i)

ey @A =Y AYo % FAEE FAF = glok. Obstfeld and
Rogoff (1995) &= 19924 9319 A9} 19943 ®A Ho] A3 ARyl nge
AE A8k Holl Maste 3¢ dtEy A2RES /S & Aoy 138
A9 HalE =zt 281 Edwards (1989) & Warner (1996) 5-& v =
7FEo] B3SI71E AL 99 § shWl 2y geAle QYo Q1% Feo] 1y
7b EA¥G R E48h

1) Kawai and Akiyama (2000) ==,
2) ol&} #& o) U TS e AL fear of floating ©)2}al Fo| FHEHLL
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AFHSPEA ] NP B 2 FEHU AL o] A= AY F A
Eol A% ausAol AXn 12 A3 o7 7FR] F2H8o] ASY] wEe]
t}h 3 z2ju AHREREA delde @A & HEAEY dede st
Ao g AAZGZL AR widdled 238 AV|A SFhHAM FEETF
AE Eole E34719 71s4E £9 & HeAs Aok W ol2g el o
Bhdthd EolrlotolA e AHREEEA Y Aoz QI AHo] FHF g It
g Un :

714 SddAe] FSHEAHY H3E U] AT AR BAPIEE =5t
17t &t o] B E A2 Awetd o 2o WA 4A8Ee] 1y
7} A= (overvaluation of real exchange rate) 7} drh} HeAE Yehlis A5
(index) & BFERIT}E ©| W Edwards (1989) & Montiel (2000) 5ol AHIL 42
g 197124 (Real Exchange Rates Misalignment) & ©]838t%th. Edwards
(1989) 8 Montiel (2000) & A2 &<} 87} A7t E55F F39719] 740l
Eolxittn FAslged, £ dFcdMe o] /& FA3BI A2 AHITL
I the o] A8 ol &3l 2711 AR 73t :=HIAh AA, FEA =7}
AHEZEEA ] 1o} JgA AR 27k A4 AA8EY] nHrt A7 AR
A JEZgo] A5sld AR W7} FE FAFEIN o] AR @]
Aaia AAgg a7} A7 AR A dojg@go] ogA ¥seAE VARY
S EA S o] g3sle] EMEYLL o] W EMAZ|E 19973 VIR Ao
F 5 71zte 2 Yol Sz ¥isle upel 22} of® Aol7t SheAE Hladt
Atk EA, SohAol A N F8g 9¥3FH F shicl dspggo] ¥WY

< HEFeT AANE AR GFE ojud IS Terl FEES0] AR
A BgAo HYAchA g wislel 2 RFHo] BT Bfolx ©]
2 S2AA PVA S9e 4P E NG F U Aotk dzE-So] MY
7A$ AAEE 1Y7AE o]RA WA E VAR FHNEEN S o] &3l 4
L=

ARG DHIRAFE HE0] 19973 BHVIE 7IELE Feldpd It
o2 o] BA3] M & Hse] dolert HA4g giAae] ¥z E

3) ©Iel FEEE $go] A £3APYe) FdHE A7t R & 3o
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g8t add e2dE BE7] A% FEES FUEVE YEAER HES
=77F &=, Bl A7EEENC) g0 ol IASE s AFENE AN
et

€ 479 7L v 2o 20 428 nHIASE &k
HE AWt 3oMe 4R, 284 3, JHAEARY FE ol
&3l AFEME AT 4FdM e A€ deth

0. AAsEe] 31597} A

AFHE e d3H4ATE S 0|83l HAPE 1H/RFE U= HHES A
3k}, PPP (Purchasing Power Parity) & ©]-83l 4238 1¥/IA4E whE 4

T 9loy o}F 7R = PPP7L AA| 2 Agaterlel et o] 23, 1994d A
FE3719E 1997 Folrlol Z7te] B3l9)71E Adshe o oA #34A
FEE o] 4% o] HFPsH oz o] ERiME FHAATEE o] &3l 1
B FE HEJTLY

Edwards (1989) & &37F 2¥& T80 712857 234248 nlAle o
g2 BMEAct 2 84 - S (Equilibrium Real Exchange Rate) ©]2h= 71d
S A, W84 (1) & Zo] 7124 (Fundamental Variables) 2] tij ]2l
| 71Q18ke 2EAQ] M3} e A5 2ol wet WA "ok et

TELAEL = (@923, AEFA,...) o)

YT E 2 o) 7 she THAETET A EAlse HAREE 3HE + 4l
o 80 ugrt ARE AYY F 51& Aojth. Ao #PHAARSET}
¥2o9H A7} (undervaluation) Al 3tel] Sle Zoln, AA%Eo] FHAATLE
o} vrom 1197} (overvaluation) AFE] 3tell e AHoloh

AATEE HAT o 278K AFo| EAR vFTHE o] &3k A -E d=3t
4) PPPE o183l aB/IA & TE A 7EAE AR Zerld wupd 27t 24 g

G5, E7AFE AANRETIR Shevt o 2BAEVIR dhert QR whebA )
Ag9) 2717}y aA g2l EA-o] oM o) mEelME AN Y3t
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212 3+2 (Bilateral Real Exchange Rates) ©l2t 3l 107]% =] FIAR=TS 2
= o] &8l AL th=3t AW #-E (Multilateral Real Exchange Rates) ]2} @t ©]
=RoME Zolrlo} e RIS o4l TUET 4AEEE =S
o) & o] g3lmAt Frk e} Folrlol ke AS FHERTL vIFT dE F
Uglel] Besle] ga UyuiA] 27Hee] w3 nn|sueg v 4 23S ©f
g5lo] ZoHy 02 AATEE £23e o] Aot 199%5dxEe] FH
& AHg3le u)EF AR g FAEXE Tk 9] B¢ v=ol 0.52
Qom Yol 0,48, A7HES A% vlFo] 0.537 28 LEo] 0.47, H=e B+
o o] 0, 370|129 d¥o] 0.63°]Rct. 9

MRER = {(thu)8hg x ujZ3e] Bgriea] x n=e) P4kt 271
+ (YEEE x dene Friea x d@9 iRt 27h) @)
/ A= &uAE7L

AAgge] 297}t 4B E &7 H8)A Edwards(1999) 7} A8 E & Ast
A= Soto (1998) & Warner (1996) & PFI71R] Mhg& o] &3tk idsiAl 4
Ha 2e AR, AW 7| 2AETL FHEBAE Jevhe HAFdka, ol

FEo| Ar|F oz tgd FAE fAlste Sil-——‘ w6 &, 7% WF9
A7 gellel F2XNE FAPY o d, 71z ¥ @7HA FHE AA

5) TArlEAE 7€ o =] A$ o 2L W ol gdigth nFe REsEA = (7
2] n|Zo g9 £& + njFo2HE Y £9) / (FFY v|FoRY & + V[T 22REHYY
49] + go] YR ool $arYRoBRE Y £9)), ¥ FA/EA = (7] dE
29| Fa+URoarEs) £9]) / (F2 nFogs FE+nFoRHE 9] + T
dRo ol 4% + YRoBREY %), AZ/EY gIE e YL AHEIAT

6) Edwards(1999) o] W@ ojw3t 7| 2H4E Agsherle] EAlo] ol F 7k Aol &
Ak, AAE o8 AZENZAN} oln] B BN feolAe] Y mHYxUH &
AR So] sde] ¥ ol &ake Wi, Xl BA, AN AL 79 AW A
%, GDP A%, Time Trend, A% A& ¥ 7Fsd B 712858 AH8she Peolth 1
U = WA whge o] 2a|A olujshe A} YA|3ke dolEE n2E dd oA, =
27} ¢x Edwards(1989b), Cottani, Cavallo and Khan(1990), Ghura and
Grennes (1993), Elbadawi(1994), Ades(1996), Soto(1996), Warner(1997), Razin and
Collins (1997) o] BEH o2 AMR3He ¥4yl 23y EAEFAo|lng § dFdXMe
5 71A Ak ARS8
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33 7] HY FAE A7) Ast] HPEEIE o &3tk AMAZ, 7]% ¥ o)
g AR deprEie A7 FAE o83t AP S A B Atk ol
A, DH7E AGEy] A3l 78 AARET A JAPES vwsle, 2o
AAEEe] 137 ARE wdh

AAgE, wd2d, AEFAE HA AMZA S 3 F 44987 ugzue
Ad2agio g ARty AEFAE 10998 @92 AR D 4 sy ¢
473 Adks (E 2-Dol Yehd et BF FEAFAME 1%9] fo5F
oA FFH o)A Rt ot 13k AERFE P oz eyt uebd @384
AEEE 77 AsiM AAELT 7 7|25 $EASFE o]438k] Johanson
AAE AAEIEE (F 2-2), (B 2-HF (F 2-602 3=, H=w AVtEe A
< =7t 4488 (MRER) 3 292 (ToT) 283 AES5A] (NCF) o 2482 &
AE geiFed 5% AFL 1% FAFEor A7MEEE 5% ool
1719 FHE #AVL Sle 2oz B 4 itk

Johanson A% 71xW<ol] UIF sfejulEls) olo) BEAUAE AT Feu
(F 2-3), F 2-5), (F2-& &%, H37 Jrixae] Z$ 3% el o)
g shet|E PES Uepdth AA3Eo] 10] HEE 2P ong 7& A
sl $ES AL U 7 7|2y 99 veh) F.

(g 2-1), <2¥ 2-29 (¥ 2-3)& o] &3l AAdEo] g7} FeX
RE Aad £ gloh AL FL& Aoz Yehn, AL (F 2-3), &
2-503 (& 2-79] A7) A5 HPREE o] &3 7|3 ¥5e] 2NN E Folod =
A dFAAEES Utk (O¥ 2-DE A9 B9 339 A9 19963 R
AR 17t Aol A&Eo] 19979 FWholle 3%7HF 1R7HE el sle
o, I3 F3971e @ 89lo] HUtx siNE. €I JrEe Ae=
19979 971 AAFE /P AW AR YEhth o]e} o)
=, ArkxE, B39 A¢ 438 n3st 24L& 19979 989)7] Al
8L Az vgsta givka gdEch

7) ARZAPEL census X11€& AHE3IATE 2] A census X127F Aotz v 42
2o Ao vFe YAAEIE EHE ] gl AXE ALgaT a#Hd ojmg u
g AN 330 o] ol AFEA Q] Aulo) & Jol& T2 Fsirh
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(8 2-1) 2ty Hy

sl F ADF 33
= A8 23 -2.65
= A 2R -5, 85**
= 39zxd 2a3t -1.24
= ngzd 2 -6. 64**
= AReA] 2ag -3.61*
2 AeeA 2t -6.76**
= Adge 2ot -1.70
= AAgg 2aalRgh -5,69%**
g% ¥z 213 -1.62
B3 agzd 2ax8gk -6.48***
B3 AR 23k -2.86
B3 AR 2ok ~7.50**
A7lxe AARE 2agk -1.48
Alx e AARE 2o -4, 07**
A7lEe agzd 2a3 -1.32
Atze pezd 2axig -5.70**
A7rze AESFA 2ok -3.99*
Atz e AR 2axEg -6,98**

1) ADF <84 FHY 1% dAIA:-4.02, 5% AR :-3. 4.
2) ADF 34 23 F3A AAle 6449 A2,
3 e g 5% 1% MY A RS vehd.
(B 2-2) ettd 143 (3=)
ol el T Hvoothes
Likelihood Ratio 5 Percent Critica 1 Percent Critica yp'ot esm?d Numbe'r of
Value Value Co-integrating Equations
40. 87 29.68 35.65 None**
11.87 15. 41 20.04 At most 1
0.25 3.76 6. 65 At most 2
1) * G 4 s%Y 1% FEAMY AR fedE Jehd

(& 2-3) y7AIs (B=)

Faur g3 AAEE
A 6.98

w3z X

A &%)
7z 1988:01-2001:12

Fi0) 0

B A7 5% 1% FEANY $AA feldE Ueh,
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(F 2-4) QB dE(E=)

o . 5 Percent Critical 1 Percent Critical | Hypothesized Number of
Likelihood Ratio ) . .
Value Value Co-integrating Equations
41.76 29.68 35.65 None**
11.34 15.41 20.04 At most 1
2,40 3.76 6. 65 At most 2

F) AT E

(E 2-5) Z2|A15 (B4=)

47t 5% 1% TEAM $AH F4E e,

Faainn =zt AAge
AT 9.60
e )
e b
713 1990:01-2001:12

FLD ST e A 5% 1% FEAMY BAA R4S vER.

(B 2-6) 28 A (Atx=e)

L . 5 Percent Critical 1 Percent Critical | Hypothesized Number of
Likelihood Ratio . , .
Value Value Co-integrating Equations
40. 62 34.91 41.07 None*
12.17 19. 96 24. 60 At most 1
2.77 9.24 12.97 At most 2

FD ST e AR 5% 1% S BAY RS vl

(B 2-7) Y7171 (A7122)

Zas U2t AA%g
4% 2.20

na=d (0.3

AEFA BN
713 1990:01-2001:12

FD TS E

247} 5% 1% TEAX BAA 498 vepd.
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(E 2-1) oHdN ZHY

] S ADF ##A
o= AR 2a%t -0.99
o} ARIAAF 2Rt -4.52**
UE WA 2o -2.05
dE A 2R -4.11**
= ARG 2o -0. 40*
= AL Bk -6. 44**
Az =g -2.%
Asgg ZaAEH -6.18**
dsgg 23k -0. 94
f318g 2k -5, 07**
Atz gegg 2ag -1.20
A7V ¥ gR8E 2aAEd -5.08**
B2ag 233 -0. 64
BE8e 2ot -4.17**
= AR YA 3.88
e AAE a3sA g 3.67°
ANNEE JA%e 2axEg 3.51°

Z:1 1) ADF <34 AR 1% YAA:-4.02, 5% DAA:-3. 44,
2) ADF 934 A4 34 Alake 67198 Ad3d+.
3 * S AL 5%8 1% MY FAF 948 Vepd

(3 2-1) &= dEgE 1Y)

% 1) LNMRERK100: ¥39] o=t 4288
2) LNERER1100: 59 #34d&E
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(¥ 2-2) Bi=e| AEsE g7}

110

108 -

106

102
100
98

96+

94

90 91 92 93 94 95 96 97 98 99 00 01

[— LNMRERTH100 -~ LNERERTH10d

Z: 1) LNMRERTH100: ej=9] o}=3t AAdge
2) LNERERTH100: Ej3e] F34dA8S

(A32-3) d7iz=e| dEdE 1wyt

102

92

90 91 92 93 94 95 96 97 98 99 00 01

[— LNMRERSI100 - LNERERSI10q

1) LNMRERSIN00: A7tE22 th=xzt A48
2) LNERERSIN100: 47122 #¥4AEE

4 (33 go] 4ABE 17 52 BB o] Folo] el AARE n
37t A7k Fel e AR 157} Feirk EASE Aolw &9 RS AR A
H7} Aejel] WA Aol 23 AAVE nANHGT A musREL
A Holm Ak ol Folth,

AAEE 297t A5 = FFAEEE - 4AEe 3)



HEpIZIe) Bk} Bl 103
M. AFE4

& FAA fEle Follot F7HEE tdo R 4AREe] aHsMtes) on F
EQAE Y E indexE THER) o] BolME o] indexE o] &3t 2714 A
ol @it

A, Forlol F7HEe] 1997d 297 olF BEATE AFHFTEA
7HHA BHE 97 skl o] I71EY] H$ #hgo] AgAeE SAREIN A
AEE DHIRAFE ARM HESEY dSo]l WY A, HEAZ ulE
F B} wE2A 2AEHAEE H5HEAE QY] o)Aan wmshe Aot
TeF AFHEAE A T AASE DH7X| 9] o] FESL A5S w
2 FEAATH A71AQ ShdA 9] $EUFAS o FE Ao HolA 3
7] FEAEIt EEHOE AEstn Uvke HHEA FA 8 £ U A
ojct. o] AF] @dlr] Al AHEE 1Y} 257 AF AS diujgo] o
FA M= E VARE o83t 435Itk o] w EAA7|E 199798 7P
2 A F 2717k 2 Uro] ¥l waic)

4, HZ 0] FoMol AQ] IrtEe ol 71 E IS viAe Ao
Astggolt}. Aspghgo] WE A4 Folrol Frke T HARE W5
9] ¥Hg-g A7) 9siM VARE o]&3ld EAslqitt

1. QA VAR S8 EY

AAE A7 B A ¥ 7MY YeEE 2 Wigt g ARINE
glstoiof giet. wWebA ADF 33E AASAEE 428E aY/R e A=
EF AT 2y UeA] MEE 4 o] Sl 5% 9] A3
A PEA0lA] Raln 2aAEdse] Ae A ez vepd. weA
AEAHE 1A TE AT 7 AFE ZOAET F VAR FANREEA S A4
St

VAR SR8 2 498 A¢ 2 o] A3 «AE Aok ske 3ol
ZT83ITE FolAlol I7ie] A7I% &2 V577, dBA7], Asiee 5 2
< 53 s wsteg A5 §8, 4AEE nBrAFet AFe]
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(28 3-1) VAR SHeIZEN(E=)

o
G3-1-2) @71 olHe 3+ G-1-b A8H7] ol Fo 3+
Aesponse of DLNKRW to One S.D. MISMRERK Innovation Response of DLNKRW to One S.D. MISMRERK Inhovation
0.0020 0.012
Y
aoo1s | |, i
; 0008 |
0.0010 ) i ‘
120 0.004 {
oooostif TS T j
v; e 0.000 a e
00000 | L e % T -
0005 4" — - -0.004
2 4 6 8 10 12 14 16 18 20 2 4 6 8 10 12 14 16 18 20

#: 1) MISMRERK: =9} AA%E am7iA4¢ F: 1) MISMRERK: &3¢} Aagkg a97i|¢
2) DLNKRW: #=Z9] &g 223 2) DLNKRW: =o] diu|$hg 233

(218 3-2) VAR Impulse Response Analysis(Ef=)

3-2-a) 87| o|dY B+ (3-2-b) A8N7] olF9 AS
Response of DLNEXCTH to One $.0. MISMRERTH Innovation Response of DLNEXCTH to One S.D. MISMRERTH Innovation
0.00015. 0.0020.

0.0001 ",/‘ --------- . 0.0018]
poooos{ /e |
N oo T 0.010]
-0.00005 R 0.00051;
0.00010] & P e,
| 000004 e
0.00018] %, s
00020 — -0.0005. .
2 4 6 B 10 12 14 16 18 20 2 4 6 8 10 12 14 16 18 20

%t 1) MISMRERTH: 8¢ AA$e 24744 F: 1) MISMRERTH: 59} 4484 au7x4
2) DLNEXCTH: ©i39] dieighe 2axeg 2) DLNEXCTH: e3¢ din]$-s =g

73719 Gl Mol LAY 2z o] ME At oz aiido] e H
FE o FA "ok o] BAoME v|577], dE47], <AsEE, A5 v
&8, Ax9 AAgE wG7RE, A9 A71E eAUE JEagth Y BEA

8) AARE uHst AFe viFe 271 dES BUL BoMor w79 Evh myzd, €A
252 T dal ARFHRZR o|g ZL WFE WE W TFAFNA FTh A7) o]
Fe} 71zke] &7) Wil @& Fo MFE PN Ao] Erbssich

9) "I=47], €77, AsAEL 5ol oA dHolmR el FUR 2 FAME Pl
717} 7V 9ol Atn AdEER s el oAk AsiEgo] WE o dsighe
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o2 7} ¥ie] &AM E g2A = A 2 9FE mAA R en AlAte
Akaike 7139l l3) A=A,

(1@l 3-3) VAR impulse Response Analysis(A71Z2)

(3-3-ay A¥H7] <jde B¢ (3-3-by @7 ol ¥ B¢
Response of DLNEXCSI to One S.D. MISMRERS! Resp of DLNEXCSI 1o One S.0. MISMRERSI Innovation
0.0004 0.0008
0.0003 [ 00008 { .

0.0002 0.0004 e

0.0001 0.0002 ...............................
0.0000 4 0.0000

4).0001.\"“._‘ -0.0002 ______________________________ :
DR e eawfzuis 18 20 T T e R R

=1 1) MISMRERSE: A7bx=o] 44%e 78714 i 1) MISMRERSE: A7txze] A agsiAE
2) DLNEXCSI: A7t¥z9 dvjghg 22283 2) DLNEXCSI: A7t22e du|ge 22383t

(38 3-4) VAR B4eI8EY (3=)

(-4-a) 9897 olne) B (3-4-b) 2BS7) olFe) A$
Response of MISMRERK to One S.0. DLNJPY innovation Response of MISMRERK to One S.D. DLNJPY Innovation
0.4 03
0.3 .......... 024
0.2-", o1 l ___________ )
e wl 2\ R
00 0.1 * T T
T T o e e e e R 46 8 10 12 14 16 18 20
F: 1) MISMRERK: ¥3¢] 43%& #7454 F: 1) MISMRERK: @3¢ d3ge 1%+
2) DLNJPY: /€88 2aaEd 2) DLNJPY: d/2ei¥2 2axea

ol Ztx oz whgdtu Jleng I tid Ut 4TS IWRIFE e g8 A
HHoz g Hong I g HE3NL F37371 doll BE M 9L e
2 7P vdFel ok
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(33 3-5) VAR B4UI8EY (Ef=)

3-5-a) A7) oA B+ B-5-by @847 o} %9 B

Response of MISMRERTH to One S.D. DLNJPY Innovation - Response of MISMRERTH to One S.D. DLNJPY [nnovation

05 0.4
04 od.
037 S

PN Y
621 . @ 0~ | T
0.1 0.2
0.0 ".‘

04

-0.1 R |
Q2 T T T T T T 0. T \: ................

2 4 6 8 10 12 14 16 18 20 2 4 6 8 10 12 14 16 18 20
%! 1) MISMRERK: ®159] 4d8& ud7ixl4+ 3 1) MISMRERK: €39 44%g ng7iA4¢

2) DLNJPY: <i/2e|ghg 2axiigt 2) DLNJPY: ol/gaishe =83t

2. dEEE YRt B0l olxls EF

(2¥ 3-1-a)& 8907 oA =] A4 4AFEo aYrixsd] 1 559
A} ghge] FFHo| WAE 7% tiu|#ge 2axHEgle] whe-g Yehdth $70)
S 270 Y F 0.05% 3539 4709 F 0.08%, 671YE F+& 0.06% 358
o Y RE 670E Ale]d] Whe-2 BAIHoZ Rt o} UmA] 7|7k fe
ol EAsEA] ¥tk (¥ 3-1-by& &97] ©|FE Yehdol. FZo] 243
208 F Un|$ge] 2O 0.6% 453ten 309 HAE 0. 4% 455}
Aok 270Y Fo] whg2 folAdol EAlEH ovt UnA] 717H f-olAdo] EAeA)
@sitt. BHFEEAE NG JF97] oM ARAFTHEAE A ol
9] ¥h3-2 vlwapd 4AEE w7 AR A S gL v we=n
A ARk dridge dee HAREe] aHIRFE YR 98 @
o & wE 29 WhgoZ Qe B3|t 2 E APAH S e 9gS
3 Aoz B 4 gtk

(¥ 3-2-p3 (29 3-2-by= H79 455 vepdoh <(2d 3-2-20F A9
B 9l39)7] o)Ae] A$ AAE AT ASdvSE HgFELe] 2
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ARG A9 wHgg Holx ¥sith ey A#$7] o|FE dehlle (IH
3-2-byE 4w 29 FZo] #AY F Y Hele 0.05% BsdtHen 444
Holle 0.1% 713 B3tk 7o) LAY F VHLRE 74 Alole) e
AR 4ol EAP Y UnjR] 7iztele EAHA] 3t B AF=
27} olAIRE #9)7) o) F whE g whgo 2 sl T B
Z 93 E YFe gL ¢ ez & 7 U%

(28 3-3-3 (2% 3-3-bt A7HE9 B+E deied @y =
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Free Floating Exchange Rate System and
Long-Term Exchange Risk

Sammo Kang*

Abstract

Using the index of overvaluation of the real exchange rate, this paper looks
at the changes in long-term exchange risk in East Asian countries that moved
from a managed exchange rate system to a free floating exchange rate system
following the 1997 Asian currency crisis. The results of empirical analysis show
that, in countries that addopted a free floating exchange rate system, when the
real exchange rates index of overvaluation increased, the home countrys
exchange rate immediately increased, and the degree of overvaluation
decreased. Therefore, the results show that although a free floating exchange
rate system leads to increased short-term exchange rate volatility, it reduces
the possibility of a currency crisis, which can bring about even greater foreign
exchange risk.

Key Words: free floating exchange rate system
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