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12450 “?l&o| =X E =2 E(Risk Adjusted Rate of Return)’e| 7HEe 71t

513120, 0| ALZ510{ ORI EE 7/t R =AIE AT EYCt. =5t 71
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RHEAIRFO| EM0| M2 St 8T} AHelH|R0| AolshA| El=d|, $&E o
Al H7t23(Revised Interest Parity) & AF2St0] MZI= 2 MZEI=Z-0fAO} =
7}, OtAloh =7t 2k RHEAIRIOIA 9i3ie] 3718 FHBISICE 1994.1-2008.7 &

oF MZIZ} OAIOF B7te| UHUKIZE ALSEH ASZTOIN MTIZ| ZP
Za2|2 AH20|S0| LIEHIBIA OIXIBE7 17} MRISIR| SHt| ghsl, OfAlot 27}

oM Helrjske SRz ste XHZo|So| WAksipiA ORE BT} Alst

o ) L=
Alop =7t Zholl= &) e #=& 2o|1 et
¥E OREWI}, ZESAQ RE0|S, 9B, THE 298
FHEF: F3

2 =X Xk 2009. 1. 5. AlXM ZY Xk 2009. 1. 27.
o] A& 20089 =23 FEAAATEY FEIAAATH] AU Wol L=t
A8t AA A w4, e-mail: kimhh@knu. ac. kr
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HZ ApolEel et A4S} ToE A FEELFAE HA0R o= A}
Bolgo] T7keliA ASA R Yehve HE3Y F shve olaed 7t A4
A &E=te= Apolt}h,  (Chinn - Meredith (2005), Hau - Rey (2004), Forbes
(2008), Lane - Miles-Ferreti (2001) %), HT ATEL oAk 7Rl Y
& FropfA] Hofar ort ojxlEAto|7} S Ee] A FERt
Aista ke AS RIStk Chinn - Meredith (2004),  Flood - Taylor

& oA Bibe AT|o|A e AMEE o) ozt AsA o
MAE 1 e AL HoFa Ik Bekaert, et al(2002) & M2 o2 =71E &
35 ARgSt oA rPE w7k tEA Yehda dvke AE BolFa 9l

[‘_

th. §9, McCallum (1992) & ©lAH&H 7] 2l Sabg o] e w&olztn
ArgstaL sleh $219(2008), ©1714 - A€ (2006) &2 Felveke] B¢ o|=
& B7PE 1A e R o] <t HE offre AREAIRe] FH ket AT A ]
Gol 7] wjEelgtn Fyota itk o|AEH /R e e ASA AT
EE F7PER A& Jolg FEAI=S A, ARgste A7 uhet AR the
A= ®olx 9tk D

olgHor ojaedrle Adle AtolEe Aoy HdE 1A TEET
& ApRolEo] e 7-F BT < SUrh Hau and Rey (2004, 2002) = XEZ2] L

Aol 52 13 uf OECDT7Fe] 9HAEE ARgste] Azl= 1t &3 3H&

of dadEAE EAsi et I FYES] Sk AEAQ oled daA SuE
so] g2 A5 (BsHskE) A7 ltke A& HolFa ok o2 571e] At

BE o83l £EY 89 BAS Hd=xor BA3 Granger, Huang and

Vang (2000) ¢ 94T F Wge] ARV} Fovie BE e, A= g o
B

ol S7lelHA &
] =R o710l A A AHEo]
Fo] gt I ERUE JEH Au]E-S w2l ‘2 H 4 E (risk adjusted

Oﬂ g HZ AFEE Pavlova and Rigobon (2003), ]2 (2002, 2003,
2 (1999), \Nu(ZOOO) 2=,
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S
S
-
>,

o
S
%
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9o] 248 40|87 olALH7} 45

rate of return) ol Wl 2= 1 ke AL 0|84, TR BT &
ot A3 A gol 7 F7ke] AEAIEe] st TR sl wet tEd
2HErd, 249 53 g wAE w7PE AR b2
1994, 1-2008. 7704 EEAEE ARgste] A= 1L AXI=3) oplof %7} OW
of =7} 2t AFlA Hdel ArE 47 FHal Rt
o] A& Aol 2HE A EN &89 FHdAE As] sl A3l - A
53—(2008)-4 TEZY L RYS FAste] ARSIt A el FAAE
&3 HEo] Aoy AYnl &S aefste] s |t FARgT. oo At

1449—‘4 FE7F vt A ool M @3} Agu]go] 7] v At A
(home bias) 3F= A& Hela slev, F =7} 2k A-2A ] S =71 71A]
A7 vl go] ZolEM, AFS BAske B71= ) sl FAE g €
th2 FARRol S dEl =vb b ojAEAelE BAHoR sl A
(arbitrage) 7} AREA 0] o} FA9fFo] FrkshaA =4 REZEQ AFS Ha
sp7le BHoR S fAE s Aoy &&2 AdS A A
FEZT Aol 2, ghedt $ofEe WA AAHE FHoR
ok Aol el e FHE B Aolrt. olH g IAEEEZT L Aol 59
545 1k 83 £ Ee] WA AeAQ oleide AdE wed &
| 2ge Aot £AsfoF itk Y

Wincoop - Tille (2007), Devereux - Sutherland (2006), Hau - Rey (2002, 2004),
Mendoza et al(2007), Forbes(2008) & 1990 ©]F& IAzHEo| 52| F83 2%
Ao 2N AP o FFES el XEFE L Mddolgte A& O]%ZLQE
HolFa v} spAlRh, o] RdlA ApEelE, FdEI &&o AAV o

(¢
Aoz Biel] duAolr ved AFRYS BEe 2Pt o AFE A%

¢

u

rE fols rlr rlo

o,

#

2) 53|, Z7PHE ARZARS R 45, AHRAIY] B3] % {%—’F‘%, 75‘%1]7—1"9—7} 5

5 2Rk art Sotel A go] Yol A AR A& Frkekth gk 57) 1F Agrt

G55 2AHEAS] B3t G5 ArE fe] ARAHA -‘H%% —E'rt/\]ﬂL 571

(diversification motiv) Eths FUlAMHE A58k (home bias) g Z8lA Yehdtt

(French - Poterba (1991), Portes * Rey (2005), Martin - Rey (2004) 2% .

3) AAPOIA S o] 22 o] AEH 7ol E (interest parity) 2 7IWFO.2 3kaL glow, S
o|x}go] eIof Bls| FlACR Fohd o|zHEAI & FA R Aol JUlR fE 1 9
532 A gUEsle go] dlgsiAl "t WFos Er) AAAE] A S
& weh] HjE] LHFEANS HolA Hoh
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o] A A8 A, Fud s Ile] FAFES TEZ L AT
(portfolio re-balancing) = E3f & = 515
2o gt mebA o Fudde] tig o &3 o] MEE wie] dolHe F
g 7S] "ok B4, 7P AHLAIRe] EAL A ZEED R 913
I Agu] gl vtgH™ o] & AFzHAFE vepd 5 ok

2 g wAE A () e Bl
wEol|A] ) u)fo] A1 AL Asjeks ABAGo] BN 29129 o
gt 91 A (perfect hedge) 7+ B7Pselthn /b9, Sapzke St ol
Aol BApa Apre Zho RN D A 9RA mEow wy wgol
olo] Zlehd FjselBo] Zrlekn FhEde] Faleh gFele] FjApe o
golole Zukahd. e 9)=le] ARl Zokte 2 @] =
28 ATEE 2715 u} AT} o B ] BRA RS} ARG e AL
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o] Ao 54 AA, AEAQ BRI t2A Fof Bl Y A E= &

= 239 $9E (adjusted rate of return) e 71ES EI3H o) x-E
B7Ve ASeta vk X, FHY R HEAQ o|xEH Tk R oAb
B7tREo] m7PHE AR DA HEAE AFTAH R Hluste] AduEh A,
SrpRE ARG Aol A2 e s AduEel 18 FhEe 24
staal gk

Skl AW =] LEZ] L ARtolse SA& ueste] AH A&7t

FR4E A ()3 2ok olBelA $oUET B AR AYFA IS v
T QA 7N E o ARH Yo 2H G Rl S4He Sl et &

2)
HEe 7H et 7P gt o Eafels Il TEET L FAAM AEE 1

B2 E FU R, —or)"S Aok BTk (eld =Y 3.

IR

AS, = by+b,(r,—or, ) +e, 1)

A7 5 & AmEsl F DT TSt 21 Fgoln, » 3 2 o}

ojzie] F2150) 8, 51 WA TEED] oFAe] AT ATl 5 Lovldndr)
g

olty. A=A AF(6) & el Ee] TSl tgt 3]AAGeIH, ;[:Q]lg
oA @I} A &S 2Yote AlFE etk &, F yet 1 A2l F
FEo] Fof o] #e o w WM, s= FH+) 9 F3E Btk ¢, & ¥
212 7]t (rational expectation) StellA ©h& Woh SyAoln], wARAZ (white

noise) ©|2}aL 7Hg gk

—

& #4937 laAlE AREAAS () B vle) Al e} st ofel gl 9)
o IRt 2445 () B WER FY5 21 IARIAN YRR FY
7 AalN 23 Bl — b)) & AEA FA 8NN (1)) % 237

T(6) 2 T3t ARESH A (1) & thadt 2ol W3d + drh



Aol 24 I8 olALHT 4

AS, = by+b (r,—r,)+b,(1—8)r, +e, 2

A7 b= dEel, A=Y APGEAS YERATth b & F U A EA
o7} e Bl nX|= FIolH, XEZT L R I FlEo] IUHETE
TUHFAI R0l STkt R SmatEe]l sulddA FEEHH, Fllgkso] S7ksH
|k webA b, > 0 otk s T Ee] e ol REZ YL FAETE
AAY S BEAH o2 = AHEF (con—current capital inflows) ©] EA= ¢
b, <0 ©|th

T =7h 3 AEAe] ek 3ol MR HERR AFZYATE A

9ol 24E FE AdS BQe b, (1-9)eA AAT 3E Ao}

=

do
o
BN
ox!
)
4
1o
fo
L
O
*
,15
[
Wy
N,
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1
+ —-46)9
A7l #Aad Ao g dqdHn. Axs-otrlol 7b 3F Apdelge] A 7 A
2 AEAFe] BTt 2o A2 PR AV AREA RO 5 (0)
o WkEn, 1 A7|% o) ol b, (1—0)E AhF oz AXA dr}. W
oF §=1 olgpd 2HE FIEH} AFA olAEAtel9] Jide] dA|sHA
French - Poterba (1991),  Portes - Rey (2005),  Lane - Milesi-Ferretti (2001),
Martin - Rey (2004) © Aol &2 2 she aQlowx] AHEAIEe] T34 =9k 7
B3 e, A= AT

3. & o[XE HrlolA Xt=2olE9| gt

S A e
TSR AHglel AFRAL SR SAAEel o] WS FAld el



sloF gt} fukshd, FofEo] Wste uff, SA FApte 9w ) Wstshd
AN FAAE wA ZEE Tl wla, ol et A REZT]Q AR
olFo] WASHHA mAA o SRS Fal TEol FRA FEAFS WA o
otk webx TEZL]Q RYdA FEF e FHHAE A o, 93
I g Eo] A Aol FHTE FAl mEdof gtk 4 2 SEAH ] nlAlA
Al 228 (micro-structural model) 2 ©]2]3F 2}Eo]Fo] LJ3A Ao AYE &=
3 el WXl= @714 EE AW ED gtk Y HAIA AR HEA
AAHFE o] &3k B o] TY|AQl SHeHstE A eolr ol SskA] Rl well
iAo g2 AAE geAg Lok

o|A&H7ke] F 2 (2) oA WIAAR] A EE U= FA| AR el 5o W
AR{A g2 qeletd thadt o] Wsleitt

o

i

N
2
AS, = by + by (r, — 1))+ by (1= 8)r; + by (Ak, — Ak, )+ e, 3)

oA71ol A Ak, 9} Ak, & =919 FAY} S FEAAL S FEAE VERY
o, (Ak,— Ak,) © AE2o] &= U< (net capital inflows) ©]T} by & 2] =2}E0]
gheol|l mA= HAIARl Bdtolw o)=Rlo] el gt FAa7F Srkehd
Aol TR s TlEste] S&e siEteith =, by < 0°]th 7]
N Fagt e FAAHLo|Fo] &AM T
A EE wrddith= Holth gk, o]ek fAakgE ddgtellAl Wu (2000) & A& S
¥ AdojatEe] WAE g5t
/‘O]E-/] A V\i AHE ]5%4‘7} F8sthe g HoFa QT

D FRLSBE- g WA AT ARFY EIE 1P AFE Tl (1999), o]
% k. olFee slFele] T Fnide] /48 Wl Wl R /g0 B8

5) Evans - Lyons (2002, 2007), Lyons - Moore (2005), Lyon(1995, 1997), Evans -
Lyons (2004), Osler, et al(2006) ZtZ. Froot - Ramadorai (2002), Hasbrouck (1991),
Chordia, et al(2001) & $h&o] 714 cre A o8, @7 orne ojghe] njnf3
o 9 ZFEveE AL BT oL 53], WF SFEHFAA 7MY IA JEFS
H2e 891 AHEolE Ee hin] Hydhs AS AFHoR HoFa th



Aol 249 F9E7 olAH7t 51

U AS Aok Wesht 571 3 PR Aol ol Ui B8F Aot US
7, ) ARE o] olgTh AAR F7hE 950l ARelBel UiF At %
AREAL o5 Utk Zasha gt FARSALE G4 Aeapie] o
o] ol Foll Aoz} A4 A=hfAe] AFAGe] A ThE o] Yukdolch
webd S7h8 o150l Aol o] AA] AR AT I3 Aol S 4
ga7l ehiTa & % gk

A7NoAE @A (1) FAARES Aot AAoRA HA S

gehnA @k olul A (3 WA AR Ao|E sl AP & v,

AS, = by+b (r,—1, )+ b, (1—=8)r, +bs(r,_,—7,_ ) +e, (4)

(9] SN F WAl e ANA FBE enel, A wA e TEEF
2l WAl g nAg gagel AdHRE e,

91 o4& BIRG Hlmele] & ) A WA o (FANL) I vl WA G (o)
on], oeid F714Ql Wht B nlAA

ARE AEE AEAQ oA Hr7 el Ao

2= nAA YRS nesta YR Esb] Wi

rlr%ﬂgrziji>
A
HEE
LB o
o = N °jg
2o oot
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2o ow
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M. AEA o)|ag H7leslel] gt =4

1. A=

1994, 1.- 2008.7. 74X LEARE A}gate] A= (n)
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gol dlel AFe Rtk Bae AL 1B AgHon, oJAEe W, 9
7 25 WGl B9 AL W] ARY IS clssision, T o
29| 2% 349 W] CDFeIE, Bt /AEAIAE 3hY e 1 FHE ALE

stk 4&1@;%% Zy=e] EF7IAF] A ES ARSIt W= AR
Dow Jones, ¥ NikkeiA|4*, 9= FTSE 100%]47, &5 ASS1A|S, 471 STA]
5, g KOSPI A<, d|o]Alo} KLCIAIS, Bl= SET A5 AHESiith. 71
A7}t o] A& Bloomberg®t 7479 F423 AmoA AR oH, &S
Bloomberg$} International Financial Statistics (IFS) Atzol|A &3 =] Ach

2. O|XtZ 1t FATUES AT olAlEdrtel FEZR H|1

oA7ldM RIFAPEE 71 R va- AR (48, 95) 3%, rls-oklol 57t
(&, 47HE, @=, ZEolol, =) Ftell HE2AQ1 o|x& o] Bo] At
AE oA} FFAES ogste] A7t v EA St o|xAkE 7R A
5% 72} (residuals) 7} 271733 (auto-correlation) & 7FA| 3L & A2 71t

£ T4 Newey-West F37H< *}%3}04 2 4% Ade (& Dl v
[e)

(& 1) olxtExtolet TSR0 0I23IE W MSH! O|AEH/IEYS| FHZD H|L

AS, = b0+bl(rt—rt)+et

oAES AHEE o b, FIES AT o b, R2 Ratio
de -0.0029 (-1.82) 0.0011 (2.63)* 1.90
A= -0.0009 (-0.75) 0.0016 (3.07)* 5.35
F -0.0037 (-2.94)* 0.0010 (1.55) 0.97
A7VE 0.0010 (0.94) -0.0009 (-4.37)* 5.07
o= 0.0009 (0.97) -0.0016 (-4.72)* 7.29
g o] Ao} 0.0018 (1.64) -0.0010 (-4.33)* 1.74
= 0.0016 (2.35)* -0.0002 (-0.62) 0.39

* Tt ke ARl SR T 5% oA fFef Aol



o| A& 7ke] FAolA SHEEI ol EAto o] AlAIEe] B Aol T
$ FAAINI} 7WHALD 4 Qo)A vlg] Phillips-Perron &9
A E aEskrh SHEE = 7K, diAA o= <F
BN AAEE Holx ek wEbA o| SR R e A v TP A o)A
%= Aolgka ode & ¢ U6
AEARQL ojxFE Aol &} T4
© SRR Al 7 AE HAFA Utk AA, olAes ’\}*"“5} Fedde 35
B2 Algsta A9 RE I7helA 2 SAAGTE SAA SR fFolFelA] X
‘)r, FlES AT %’ﬁaiﬂr% SAACE FefHoldH. & olAEH T}
gat7] Sl olAbs Bt el Eo] AE degelges s BT o
“4, WA 0= ApEol ol ‘T/_}—i—"} ojAFE 2ol E HA O R sh= Ay A HT=
2l XEET L FAE H402 ot dvke e & F Utk =X/, oAES
§¢ FHAHE BE 7N FES AR AT} O Rt YRR

Jerta gie ol AT 340 A= tAlAololA olAEw} Selge] wavl

2 M3 g 7
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[o mlm 3

N

o,

A e Ve SR QT Jed o Agwse] BAA 1G4S neld o)
AT} F2e] GAZol7] He] F4A%Fe BE7k Al thehgy] Beke 3
2 Aol 5o B ol

o A&A| S BA O B Ao AR 4 LEF
2 FA} B} Qubdolehs AL HelEtin & 4 Atk o] A% o 2ol nE
o] Sl £918e) oL odle ATFAAY ALGEL B Ba) 4
(Bhash & e 5 ek

A, olAr&B7te] 35 A3t AR ET
FES U QT 7458 Al 9=, &
F b olAE ARG b, & F() o HBE, v|F-olAlo} 2} 2 mAeAE

a9 W E b= 5 () ¢ F5E Holx itk o] A=} oprlop F7tellA At

SEE RN

3% 259 §
o 348 Avhe v AR,

1o

6) /g, Ie=/ddE, a3dy/dE, JrrEdE/gy, /9y, YrIE/EY, uE/IY
3o WMo et @9l 1A P— P SAHE AR(1) I A -12.39, -14.33, -12.94,
-11.48, -11.78, -9.76, -11.61°]|90ty. HdE-vl=, F=-u|a, T30, A7FE-vl,
g=r-nlsr, delol-uls, Bl=t-n]=re] o Exfold it el A P-P BAFS AR(1)
Aol A -13.56, -15.35, -15.56, -12.75, -11.70, -17.17, -12.08°]c}t. P—P EA =
o] AR 1% el A] -3, 960]Th
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53], FAFIES AHSte A5 X I ARolse TEEY L FAE 57
o2 ARolFo] o] FojAm glovt (b > 0), AT -obrlet F7t AlelelE 2]
ANE EHow sl ARolF (b <0)o] o]FIA R Ytk AME WAL 5
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B, E1%-@R, @F-weolAlop, MF-elI AR olxHgto] T
B3} ol gatol- g e B REER vmdte] tehd Zlolth 2% of

A& (B Ao, yHE FLABITh oAV|IA o4& Ve £AEL A5
w Rl Be WAGN FEsh PulE WakEn, REE/ 6% DR
B itk T A% WA PF-ARE 2 AAAE A () 9 FEE, vF-ob
oF AET AF WAHE &) 9] REE Holm ek ol MFANH HAFAG
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o]5 Z~ol= o
Aol 29 S8 oAEHT 55
_O o sl
(3% 1a) 0|=-2= XH20|SoIM O[RIE2D BEMS
Japan-US Interest Parity
-
0.1000
-
-
0.0500
g
§ -,
@ -7.00 .* 0.90
&
.. . h ¢ -0.0500
-
. -
-0.1000
-
interest differential
Ao|l= [ R=]
(T2 1b) oj=-2= X=20|30M FAEL} BEdS
Japan-US interest Parity
-
0.1000 f
-
. -
. 0.0500 [
R L e
5 - ARSI R X% Pk ¥ hd hd
& -25/00 -20.00 -15.00 ©10.00 eew ao:";zggﬂ?sx’:s 2 - 19.00 15.00 20.00 25.00
. S PRI IR o
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panel 1 @ A 717F (1994 1- 2008.7)
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(E 4) OfAlot =7 uTl= 2t =8 olAtedriedel +8Z

AS, = bo+bl(7}—r:)erQr:ang(rt,l—rt,l)Jret

LlEs ge 9=
bl b2 b3 bl b2 b3 bl b2 bS
panel 13 A 7]7F (1994.1-2008.7)
52 -0.0010 -0.0025 -0.0004 | -0.0005 -0.0028 -0.000002 | -0.0004 -0.0033 -0.0004
(-1.35) (-416*  (-0.64) | (-0.60) (-3.51)* (-0.04) | (-0.55 (-5.43)* (-0.53)
anE -0.0008 -0.0009 -0.00008 | -0.0002 -0.0011 0.00005 | -0.0008 -0.0016 -0.0001
(4.25* (-3.989)* (-0.42) | (-0.60) (-2.62* (0.19) | (-3.35)* (-4.2D* (-0.55)
9 -0.0017 -0.0002 -0.00002 | -0.0001 -0.0026 -0.00002 | -0.0020 -0.0021 0.0003
(-4.80)* (-2.38)* (-0.00 | (-0.39) (4.09* (-0.00) | (-5.29* (-2.67)* (0.79)
welolAlo} <0.0011 -0.0012 -0.0004 | -0.0004 -0.0016 0.00002 | -0.0010 -0.0016 -0.0006
(-5.09* (-3.63* (-2.18*| (130 (-3.02* (0.00 | (-3.62* (-2.99* (-2.15)*
- -0.0001 -0.0020 -0.0010 | -0.0001 -0.0014 -0.0003 | -0.0004 -0.0022 -0.0008
(-0.53)  (-2.89)*  (-2.86)* | (-0.28) (-2.30)* (-0.69) | (-1.22) (-2.85* (-2.25)*
panel 2: 91H9]7] 71741997, 11-1999.12) AlS]
52 0.0009 -0.0021 -0.0001 | -0.0006 -0.0025 -0.0003 0.0002 -0.0028 0.0001
(-L12) (-3.50* (-0.15) | (-0.67) (-3.12* (-0.48) 0.200  (-4.49* (0.15)
s -0.0006 -0.0006 -0.0002 | -0.0005 -0.0013 -0.0003 | -0.0002 -0.0014 -0.0006
(-3.00* (-3.02* (-0.98) | (-1.25) (-3.25)* (-0.99 | (-0.70) (-3.45)* (-1.74)
o= -0.0010 -0.0009 -0.0008 | -0.0003 -0.0016 -0.0001 | -0.0011 -0.0019 -0.0004
(-3.59* (L9N* (-269* | (0.99 (-4.00* (-0.32) | (-3.26)* (-3.19* (-1.30)
WalolAlol 00004 -0.0008 -0.0004 | -0.0001 -0.0014 -0.0003 | -0.0003 -0.0017 -0.0011
(-3.99% (-4.04* (-3.96)*| (-0.25 (-2.8D* (0.9 | (-0.97) (-3.14* (-3.24)*
4 -0.0003 -0.0003 -0.00006 | 0.0001 -0.0011 0.00007 | -0.0002 -0.0013 0.00004
(-0.98)  (-0.51)  (-0.21) (-0.24) (-1.83) (0.17) (-0.50) (-1L.74)  (0.10)
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Ugr 0.83 2.00 |-0.21| -0.22 -0.04 -0. 33 -0.17

q= 0.56 | 0.80 -0.17 | -1.28 | -20.00 -1.66 -0.22

a5 -1.50 | -4.60 | -7.25 -0. 27 0.38 0.26 0.62
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Risk Adjusted Rate and Interest Parity

Heeho Kim™ - Taechun Jung**

Abstract

This paper purposes to empirically examine whether UIP holds, using ‘risk
adjusted rate of return’ for international portfolio flows. This study also
examines the coefficient of risk factor between countries in estimating the
adjusted UIP model. Using the monthly data of the developed and Asian
emerging markets during 1994. 1-2008.7, evidence strongly supports our
research hypothesis. When using the risk adjusted rate of return, the UIP
holds between the emerging and the developed markets, while the UIP does
not hold between the developed markets. Risk factors are statistically
significant and different, which are positive between the developed markets,
and are negative between the emerging and the developed markets.

Key Words: revised interest parity, portfolio flows, risk, risk adjusted rate
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