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(Table 1) Key Expressions by Type of Articles

(Type 1) Oral Intervention (Type 2) Actual Intervention (Type 3) Others
Oral intervention, oral Dollar purchase intervention,
intervention remarks, oral possible order flow of
intervention messages, intervention, order flow of
purchase intervention smoothing operation, dollar selling | Alertness to smoothing
remarks, intervention likely for smoothing operation, operation, alertness to
statements, cautionary seeming order flow of purchase intervention, alertness
statements, market stability intervention, seeming dollar of authority, etc.
measures-related statements, selling intervention,
government’s verhal intervention-like dollar selling,
warning, etc. smoothing operation, etc.

Note: The key expressions in Type 3 are mostly of articles reporting the FX trade of market
participants who discerned the possibility of intervention, in which the case could neither
be classified as Type 1 nor Type 2. All other cases, including those unable to specify a
particular date of intervention, are also classified as Type 3, even if the case has nothing

to do with intervention alertness.
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(Figure 1) Frequency of Actual Interventions by Year

O 1 1 1 g 11 1 1 g T e 1

1 Il BRELR AW 1in ml 11 m i 1
1 I 1IN i 1 111 11 [ |
1 nNenl 1 immn
(|| Bl | W 1 npmumey m ER 0 0 PN Wi mmmn i mml
|MED NIWEWE Rl WRIIONR Wl m| 1 4 ] Wi imEn 0l
[N I m1 11 1nmnl [ 1 1 I m 1
LI EE | | n nei 1 | nmin 1
[ 1| 1 Hrirr Inm1 n 111 u 1
[ | [BIRINEINE | RUGRINIS I 0 0 DONOIN RIS I OOl SRRIRIN 1 (1)
11 ninm 1 | | 1 1 [ IES I I 1
mil 1 Bl EEID Wmnmwrn r m 1 | R A I mr ri [
e rrrnrnmrenr 0 i imrmn w1 Herrmir 1
1 1 il rmm i [ 1 I 111 mEl D Imamunan
110 I 1m 111 | TRl mrlonl [RAI
11 1 | | I 1RImin | 1L unn | | I e 11
1 [ e 1 1 I TR Im wrians mil
[ § BN 1R i 1 1 (1] I Bl I 1 1n
| 1 1 | i | 1nn 11
1] 1 |

ff, O O 1 O

: Based on Authors’ calculation.

(Figure 2) Frequency of Oral Interventions by Year
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Mol erhe 2 AXERE Rele @ % 9tk

(Figure 3) Interventions and the Level of FX Reserves by Year
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Notes: 1. Both the purchases and sales are actual interventions data from authors dataset.
2. The FX reserve data were obtained from Bank of Korea.
3. The left y-axis is in units of # of interventions, and the right axis is in units of
100million USD.

(Figure 4) Interventions and Changes in FX Reserves by Year
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Note: Same axis scale as in Figure 3.
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(Figure b) Cases of Defining Events under the Criterion of 10-Day
Window between Events
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(Table 3) Distribution of Event Length (10-Day Window Basis)

Oral Intervention Events

Actual Intervention Events

Number of Number of
. Frequency Percentage . Frequency Percentage
Business Days Business Days

1 48 43. 2% 1 39 29.8%
2 6 5.4% 2 9 6.9%
3 4 3.6% 3 7 5.3%
4 2 1.8% 4 6 4.6%
5 7 6.3% 5 2 1.5%
6 3 2.7% 6 3 2.3%
7 2 1.8% 7 3 2.3%
8 2 1.8% 8 3 2.3%
9 4 3.6% 9 2 1.5%
10 1 0.9% 10 2 1.5%
11 1 0.9% 11 7 5.3%
13 2 1.8% 12 4 3.1%
14 1 0.9% 13 3 2.3%
15 4 3.6% 14 3 2.3%
16 1 0.9% 15 2 1.5%
17 1 0.9% 16 4 3.1%
18 1 0.9% 17 1 0.8%
19 1 0.9% 18 3 2.3%
21 4 3.6% 19 2 1.5%
22 2 1.8% 20 3 2.3%
26 2 1.8% 22 2 1.5%
28 1 0.9% 25 2 1.5%
30 2 1.8% 26 1 0.8%
31 1 0.9% 27 2 1.5%
32 1 0.9% 30 1 0.8%
33 1 0.9% 34 1 0.8%
35 1 0.9% 44 1 0.8%
36 1 0.9% 46 1 0.8%
44 1 0.9% 47 1 0.8%
45 1 0.9% 48 1 0.8%
55 1 0.9% 51 1 0.8%
63 1 0.9% 54 1 0.8%

55 1 0.8%

56 2 1.5%

68 1 0.8%

70 1 0.8%

80 1 0.8%

148 1 0.8%

294 1 0.8%
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(Table 4) Distribution of Number of Interventions per Event (10-Day Window Basis)

Oral Intervention Events Actual Intervention Events
Number. of Frequency Percentage Number' of Frequency Percentage
Interventions ” Interventions

1 48 43.2% 1 40 30.5%
2 22 19.8% 2 17 13.0%
3 4 3.6% 3 20 15.3%
4 7 6.3% 4 9 6.9%
5 4 3.6% 5 5 3.8%
6 4 3.6% 6 6 4.6%
7 4 3.6% 7 4 3.1%
8 2 1.8% 8 3 2.3%
9 1 0.9% 9 5 3.8%
10 2 1.8% 10 2 1.5%
11 3 2.7% 11 4 3.1%
12 4 3.6% 14 2 1.5%
14 1 0.9% 15 1 0.8%
16 1 0.9% 19 1 0.8%
18 1 0.9% 20 1 0.8%
19 2 1.8% 25 1 0.8%
28 1 0.9% 26 3 2.3%

27 2 1.5%

29 1 0.8%

33 1 0.8%

39 1 0.8%

93 1 0.8%

180 1 0.8%
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A3 3770 % F7bekH, 20082009 Fell= 242t 5. 5713 11. 33 28 S7IRt
T}, 21)22)

(Figure 6) Average Length of Events by Sub-Period (10-Day Window Basis)

A. Oral Intervention Events B. Actual Intervention Events
(Unit: Business Days) (Unit: Business Days)
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(Figure 7) Average Number of Interventions per Event by Sub-Period
(10-Day Window Basis)
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2 @l mER Feus AA]) oHME HHdl fhgo] siEgAY dRivie i
ARl Hgo] TSt alF o[MES AFH Y oMER TRICL Y,
21 Q) whek Zefulsr A oHE Hxde] fhgo] sty 2eRivie i
o[ME el ggo] st £FA Y oMER ERIT

AR oMESE Y oMES wia/mieet 95/ BRIE o
2} 229 GEl= (Table 59} (Table 6)] 747k Helatsith. =W 2 gd=2] A
AINYE w4 M= 434 MY 952 A3Pd o= Yepdo 53],
924 Mde AMYET= 7540 Al 8 A5 AR 2o 2 yepdh, 570
A2l B BME Ao E APl AldE Hille A, Aergst F2o] 4
g A3A AT gl oA e AR AR 54 W] feiEs o=st
T AAY 2 5 glvke Fge] 9@ Aokl gle = gk AZi9 o[HlES] -
A= AFH AP vTo] FEAY oIMERE Ao R Ex]= ANt o138
T4 MQET 2L HFS AA P 102 (5%) 71 A oHE F 9F4 7
Hol AR sk HIF-E 55.7% (67. 3%) = 54 /N4 HIFHTt 11.4%p (34. 6%p)
wh ol dAH R AYPATE S LAl = felvet sid=e] F9

(Table 5) Event Classification by Intervention Type (Actual Intervention)

Purchase ‘ Sale ‘ Total
A. 10-Day Window Basis
Lean-against-the-Wind 4 27 7
(35.1) (20.6) (55.7)
Lean-in-the-Wind i 14 8
(33.6) (10.7) (44.3)
Total 0 41 131
(68.7) (31.3)
B. 5-Day Window Basis
Lean-against-the-Wind 82 o 136
- (40.6) (26.7) (67.3)
Lean-in-the-Wind 06 0 6
(32.7) (0.0) (32.7)
148 54
foul (73.3) (6.7 A

Notes: 1. Number of events per type.
2. The numbers in the parentheses denote the respective percentages.
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(Table 6) Event Classification by Intervention Type (Oral Intervention)
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& 5 Ak old] Wkl £FA YL V1R BEFAE fA] A8 2Ae)
Ngel7] wZell felvet &9 7HE74AE o A F e =gl 28
ol Wk Ao= ualtk 53, PN ARIT] BAS Aol Agea
Alge] o]dAQl 7T E 54 Wake 2 24 (coordinate) & 7 Aok A2 7L
g o, futet gdao]l Zo] Y-S B3l viEA Yol UAA] &%k AL
=2 ek Tk, fEivet Y] Alge ki oz e
] F= sfollA] o] FolHAIRE, AFA o RE FEELTF =2 Fevet AT
22 12isle] $29 14748 AT BA0) O Bl AL AR 2
(Table 7) Event Classification by Intervention Type and Sub-Period
(Actual Intervention, 10-Day Window Basis)
Purchase ‘ Sale ‘ Total
A. Entire Period
Lean-against-the-Wind 46 (35.1) 27 (20.6) 73 (55.7)
Lean-in-the-Wind 44 (33.6) 14 (10.7) 58 (44.3)
Total 90 (68.7) 41 (31.3) 131
B. Pre-GFC Period
Lean-against-the-Wind 23 (52.3) 6 (13.6) 29 (65.9)
Lean-in-the-Wind 13 (29.5) 2 (4.5) 15 (34.1)
Total 36 (81.8) 8 (18.2) 44
C. Global Financial Crisis
Lean-against-the-Wind 5 (35.7) 3 (21.4) 8 (57.1)
Lean-in-the-Wind 4 (28.6) 2 (14.3) 6 (42.9)
Total 9 (64.3) 5 (35.7) 14
D. Post-GFC Period
Lean-against-the-Wind 18 (24.7) 18 (24.7) 36 (49.3)
Lean-in-the-Wind 27 (37.0) 10 (13.7) 37 (50.7)
Total 45 (61.6) 28 (38.4) 73

Notes: 1. Number of events per type
2. The numbers in the parentheses denote the respective percentages.

24) Feluet eAAAslel A 54 3 o9 igel Wi AdAATEe] AMAR, F
AT A7) e A4 A5 ARE R AR FEAYES FF6 olH @
S5 ERlskitke vl et ok o]fA 7|ZARE Fd stetd vt <)
Mol SAe & o & =] A3 AR ot &5 #d Age] frovdh wiA
o] & oz syt



AATE T S A e R S 125

U202 (Table 5} (Table 6)3 H F820718 7ITo2 $17] oA 7]
zh 9171 71, $17] o] % 7Zte g HHE} o 7S] o|HEES] /3

S

==

A 3
e e Auith 228 35907 71t SRR A dAE R <l
A% 713kl 2 s A7) Wil Y olHES] {33

ofgA et eA] ERlshe A T8 Aolth. (Table 7)-2 wlo]x
3l 102 7HA 715eel tiel (Table 5] A7HY oWIE /4 &/ 4
Titol| whe oAl AlEskek Blola, (Table 8)2 109 3H4 7
A 2 A ESleE Aot

e o
(2
HN

N,
_1_4
it

oL

L
e
N

hins
o
=
[m
Ll

1= I=1
T

(Table 8) Event Classification by Intervention Type and Sub-Period
(Oral Intervention, 10-Day Window Basis)

Purchase Sale Total
A. Entire Period
Lean-against-the-Wind 58 (52.3) 33 (29.7) 91 (82.0)
Lean-in-the-Wind 20 (18.0) 0 (0.0) 20 (18.0)
Total 78 (70.3) 33 (29.7) m
B. Pre-GFC Period
Lean-against-the-Wind 35 (67.3) 9 (17.3) 44 (84.6)
Lean-in-the-Wind 8 (15.4) 0 (0.0 8 (15.4)
Total 43 (82.7) 9 (17.3) 52
C. Global Financial Crisis
Lean-against-the-Wind 3 (27.3) 7 (63.6) 10 (90.9)
Lean-in-the-Wind 1 (9.1 0 (0.0) 1 (9.1
Total 4 (36.4) 7 (63.6) 11
D. Post-GFC Period
Lean-against-the-Wind 20 (41.7) 17 (35.4) 37 (77.1)
Lean-in-the-Wind 11 (22.9) 0 (0.0 11 (22.9)
Total 31 (64.6) 17 (35.4) 48
Notes: 1. Number of events per type.
2. The numbers in the parentheses denote the respective percentages.
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A7k A 3ol mek Folr] 7] ks g neshd 47 7l 5 7P 5350
AL 71EeR B 4 9
(Table 9) Test Results of FX Intervention (10-Day Window Basis)
o Number of Number of Success Rate P-Value
Success Criteria Events Successes
A. Actual Intervention Events
1. Event Criterion 131 28 21.4% 100. 00%
Purchases 90 18 20.0% 100. 00%
Sales 41 10 24. 4% 99.98%
2. Direction Criterion 131 103 78.6% 0.00%™**
Purchases 90 72 80.0% 0.00%***
Sales 41 31 75.6% 0.07%***
3. Reversal Criterion 86 69 80.2% 0.00%***
Purchases 56 44 78.6% 0.00%***
Sales 30 25 83.3% 0.02%***
4. Smoothing Criterion 86 79 91.9% 0.00%™***
Purchases 56 51 91.1% 0.21%***
Sales 30 28 93.3% 1.05%™**
B. Oral Intervention Events
1. Event Criterion 111 28 25.2% 99.99%
Purchases 78 22 28.2% 100. 00%
Sales 33 6 18.2% 100. 00%
2. Direction Criterion 111 71 64.0% 0.20%***
Purchases 78 52 66. 7% 0.22%***
Sales 33 19 57.6% 24, 34%
3. Reversal Criterion 89 57 64.0% 0.52%™**
Purchases 64 43 67.2% 0.41%***
Sales 25 14 56. 0% 34.5%
4. Smoothing Criterion 89 75 84.3% 2.47%**
Purchases 64 57 89.1% 0.43%***
Sales 25 18 72.0% 72.65%

Note: The results are based on 5-day windows before and after the events. The number of
successes under the null hypothesis follows Binomial (n,p) where n is the number of
events and p is the success probability under the null. The Event Criterion and Direction
Criterion are based on the total number of events whereas the Reversal Criterion and
Smoothing Criterion are applied to the Lean-against-the-Wind events only. The null
success probability is set as 75% (p=0.75) under the Smoothing Criterion. For the other
three criteria, the null success probability is set as 50% (p=0.5). The asterisks ***, **
and * denote that the null hypothesis is rejected at the significance level of 1%, 5%, and
10%, respectively.
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(Figure 8) Success Probabilities over Different Pre- and Post-Event Windows
(10-Day Window Basis)

A. Actual Intervention B. Oral Intervention
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Note: The x-axises show different lengths of pre- and post-event windows (set symmetrically) .
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(Table 10) Estimation of Success Rates during Control Periods

Excluding Intervention Events | Excluding Intervention Days

Excluding Oral Interventions: |3, 679 Days out of 4,711 Days|4, 267 Days out of 4,711 Days

Event Criterion 50. 3% 50. 0%

Direction Criterion 47.8% 47.1%

Reversal Criterion 50. 9% 50. 3%

Smoothing Criterion 74.9% 75.3%
Excluding Actual Interventions: |2,674 Days out of 4,711 Days|3, 695 Days out of 4,711 Days

Event Criterion 52.0% 51.4%

Direction Criterion 49. 4% 47.4%

Reversal Criterion 52.8% 51.0%

Smoothing Criterion 75.5% 75.5%

Note: ‘Excluding Intervention Days means for each defined event in the sample, only the
business days on which interventions happened were excluded from the sample, leaving
the rest of business days in the event in the sample.

RS FHT djolth <Tab1e 9> <} <Table 11> vl wahH, Aol A9
SAA el T UIFEe F8 Aol 73 i dHglel Adske A &
o138k 5= gith. o]H3d] oWIE 7S FaEsHA gon, YA A 7|Ee fET
Aoz Yepdth (Table 1205 BH, 7|7t & Fo= F50519] HFECIY f
o) do] AMYrTE At oz A Uehvde= A3t A9tk B3, (Table 12)
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(Table 11) Test Results of Actual Interventions by Sub-Period (10-Day Window Basis)

Success Criteria # Events | # Successes | Success Rate |  P-Value
] B A. Pre-GFC Period
1. Event Criterion 44 9 20.5% 99.99%
Purchases 36 7 19.4% 100. 00%
Sales 8 2 25.0% 96. 48%
2. Direction Criterion 44 34 77.3% 0.02%™**
Purchases 36 27 75.0% 0.20% ***
Sales 8 7 87.5% 3.52%**
3. Reversal Criterion 32 25 78.1% 0.10%***
Purchases 25 19 76.0% 0.73%***
Sales 7 6 85. 7% 6.25%*
4. Smoothing Criterion 32 29 90.6% 2.51%**
Purchases 25 22 88.0% 9.62%*
Sales 7 7 100. 0% 13.34%
B. Global Financial Crisis
1. Event Criterion 14 2 14. 3% 99.90%
Purchases 9 1 11.1% 99. 80%
Sales 5 1 20.0% 96. 88%
2. Direction Criterion 14 11 78.6% 2.87%™*
Purchases 9 8 88.9% 1.95%™**
Sales 5 3 60. 0% 50.00%
3. Reversal Criterion 9 9 100. 0% 0.19%***
Purchases 7 7 100. 0% 0.78%***
Sales 2 2 100. 0% 25.00%
4. Smoothing Criterion 9 9 100. 0% 7.51%***
Purchases 7 7 100. 0% 13.34%
Sales 2 2 100. 0% 56.25%
C. Post-GFC Period
1. Event Criterion 73 17 23.3% 99.99%
Purchases 45 10 22.2% 100. 00%
Sales 28 7 25.0% 99.81%
2. Direction Criterion 73 58 79.5% 0.00%***
Purchases 45 37 82.2% 0.00% ***
Sales 28 21 75.0% 0.63%™***
3. Reversal Criterion 45 35 77.8% 0.01%***
Purchases 24 18 75.0% 1.13%**
Sales 21 17 81.0% 0.36%***
4. Smoothing Criterion 45 41 91.1% 0.59% ***
Purchases 24 22 91.7% 3.98%™*
Sales 21 19 90.5% 7.45%*

Note: The results are based on 5-day windows before and after the events. The number of
successes under the null hypothesis follows Binomial (n,p) where n is the number of
events and p is the success probability under the null. The Event Criterion and Direction
Criterion are based on the total number of events whereas the Reversal Criterion and
Smoothing Criterion are applied to the Lean-against-the-Wind events only. The null
success probability is set as 75% (p=0.75) under the Smoothing Criterion. For the other
three criteria, the null success probability is set as 50% (p=0.5). The asterisks ***, **
and * denote that the null hypothesis is rejected at the significance level of 1%, 5%, and
10%, respectively.
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(Table 12) Test Results of Oral Interventions by Sub-Period (10-Day Window Basis)

Success Criteria # Events | # Successes | Success Rate | P-Value
] N A. Pre-GFC Period
1. Event Criterion 52 9 17.3% 99.99%
Purchases 43 8 18.6% 100. 00%
Sales 9 1 11.1% 99. 80%
2. Direction Criterion 52 34 65.4% 1.82%**
Purchases 43 28 65.1% 3.30%**
Sales 9 6 66. 7% 25.39%
3. Reversal Criterion 40 25 62.5% 7.69%**
Purchases 32 20 62.5% 10.77%
Sales 8 5 62.5% 36.33%
4. Smoothing Criterion 40 36 90. 0% 1.60%**
Purchases 32 29 90.6% 2.51%**
Sales 8 7 87.5% 36.71%
B. Global Financial Crisis
1. Event Criterion 11 2 18.2% 99.41%
Purchases 2 28.6% 93.75%
Sales 0 0.0% 100. 00%
2. Direction Criterion 11 7 63.6% 27.44%
Purchases 4 57.1% 50. 00%
Sales 4 3 75.0% 31.25%
3. Reversal Criterion 10 6 60.0% 37.69%
Purchases 6 3 50. 0% 65. 63%
Sales 4 3 75.0% 31.25%
4. Smoothing Criterion 10 7 70.0% 77.59%
Purchases 6 3 50. 0% 96. 24%
Sales 4 4 100. 0% 31.64%
C. Post-GFC Period
1. Event Criterion 48 17 35.4% 98.53%
Purchases 31 14 45.2% 76.34%
Sales 17 3 17.7% 99. 88%
2. Direction Criterion 48 30 62.5% 5.57%*
Purchases 31 21 67.7% 3.54%**
Sales 17 9 52.9% 50. 00%
3. Reversal Criterion 39 26 66. 7% 2.66%**
Purchases 28 20 71.4% 1.78%**
Sales 11 6 54. 6% 50. 00%
4. Smoothing Criterion 39 32 82.1% 20.55%
Purchases 28 24 85.7% 13.53%
Sales 11 8 72.7% 71.33%

Note: The results are based on 5-day windows before and after the events. The number of
successes under the null hypothesis follows Binomial (n,p) where n is the number of
events and p is the success probability under the null. The Event Criterion and Direction
Criterion are based on the total number of events whereas the Reversal Criterion and
Smoothing Criterion are applied to the Lean-against-the-Wind events only. The null
success probability is set as 75% (p=0.75) under the Smoothing Criterion. For the other
three criteria, the null success probability is set as 50% (p=0.5). The asterisks ***, **
and * denote that the null hypothesis is rejected at the significance level of 1%, 5%, and
10%, respectively.
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(Figure 9) P-Values of Success Probabilities over Different Pre- and Post-Event
Windows (10-Day Window Basis)

A. Actual Intervention B. Oral Intervention
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Note: The x-axis shows different lengths of pre- and post-event windows (set symmetrically).
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(Table 13) Test Results of Events Non-Overlapping with Policy Rate Changes
(10-Day Window Basis)

o # Events | # Successes Success Rate P-Value
Success Criteria -
A. Actual Interventions
1. Event Criterion 116 25 21.6% 100.00%
Purchases 77 16 20.8% 100. 00%
Sales 39 9 23.1% 99.99%
2. Direction Criterion 116 92 79.3% 0.00%***
Purchases 77 62 80.5% 0.00%***
Sales 39 30 76.9% 0.05%***
3. Reversal Criterion 78 64 82.1% 0.00%***
Purchases 49 40 81.6% 0.00%***
Sales 29 24 82.8% 0.03%***
4. Smoothing Criterion 78 71 91.0% 0.02%***
Purchases 49 44 89.8% 1.32%**
Sales 29 27 93.1% 0.85%***
B. Oral Interventions
1. Event Criterion 100 27 27.0% 99. 99%
Purchases 68 21 30.9% 99.95%
Sales 32 6 18.8% 99.99%
2. Direction Criterion 100 62 62.0% 1.04%**
Purchases 68 43 63.2% 1.92%**
Sales 32 19 59.4% 18.85%
3. Reversal Criterion 82 52 63. 4% 0.99%***
Purchases 58 38 65.5% 1.24%**
Sales 24 14 58.3% 27.06%
4. Smoothing Criterion 82 70 85.4% 1.67%**
Purchases 58 52 89.7% 0.45%***
Sales 24 18 75.0% 60. 74%

Note: The dates on which policy rate changes occurred were obtained from the website of Bank
of Korea. The results are based on 5-day windows before and after the events. The
number of successes under the null hypothesis follows Binomial (n,p) where n is the
number of events and p is the success probability under the null. The Event Criterion and
Direction Criterion are based on the total number of events whereas the Reversal Criterion
and Smoothing Criterion are applied to the Lean-against-the-Wind events only. The null
success probability is set as 75% (p=0.75) under the Smoothing Criterion. For the other
three criteria, the null success probability is set as 50% (p=0.5). The asterisks ***, **
and * denote that the null hypothesis is rejected at the significance level of 1%, 5%, and
10%, respectively.
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(Table 14) Simultaneous Interventions of Both Actual and Oral Interventions versus
Actual-Only/Oral-Only Interventions (10-Day Window Basis)

Post- Actual Only Oral Only Simultaneous
Success Event | S S S
Criteria - uccess . uccess v uccess .
Window Rate P-Value Rate P-Value Rate P-Value
Event t=0 22.7% | 100.00% 33.7% 99.94% 16.7% 100. 00%

t=1 68.2% [0.00%***| 55.4% 17.41% 65.4% |0.44%***
t=2 68.9% |0.00%***| 50.0% 54.15% 59.0% | 7.03%*
Direction t=3 68.9% |0.00%***| 53.3% 30.12% 70.5% |0.02%***
t=4 71.2% |0.00%*** | 47.8% 69. 88% 66.7% |0.22%***
t=5 72.0% |0.00%***| 54.3% 23.28% 65.4% |0.44%***

t=1 63.4% | 1.59%** | 51.5% 45.18% | 63.2% |3.14%**
t=2 65.5% |0.30%***| 50.0% 54.89% 57.6% 14.88%

Reversal t=3 70.0% [0.00%***| 54.5% 26.93% | 68.9% [0.22%***
t=4 72.7% |0.00%***| 52.9% 35.82% | 65.6% [0.84%***
=5 71.6% |0.00%***| 57.5% 12.08% | 63.1% |2.31%**

t=1 78.9% | 271.36% 79. 4% 24.58% 86.0% |3.37%**
t=2 84.5% | 2.51%** | 71.3% 39.67% 83.1% | 9.72%*
Smoothing t=3 91.1% |0.00%***| 80.3% 19.87% 85.2% |3.92%**
t=4 88.6% |0.12%***| 83.8% | 5.70%* | 82.8% | 9.34%*
t= 83.0% | 5.05%* | 79.5% 23.18% 81.5% 14.03%

Note: The day of intervention is denoted by t=0. The day after the event is denoted by t=1, and
t=2 through t=5 are defined analogously. The number of successes under the null
hypothesis follows Binomial (n,p) where n is the number of events and p is the success
probability under the null. The Event Criterion and Direction Criterion are based on the
total number of events whereas the Reversal Criterion and Smoothing Criterion are applied
to the Lean-against-the-Wind events only. The null success probability is set as 75%
(p=0.75) under the Smoothing Criterion. For the other three criteria, the null success
probability is set as 50% (p=0.5). The asterisks ***, ** and * denote that the null
hypothesis is rejected at the significance level of 1%, 5%, and 10%, respectively.
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(Appendix)
(Table A1) Distribution of Length of Event (5-Day Window Basis)
Oral Intervention Events Actual Intervention Events
Number of Number of
) Frequency Percentage . Frequency Percentage
Business Days Business Days
1 75 47.5% 1 77 38.1%
2 12 7.6% 2 16 7.9%
3 11 7.0% 3 13 6.4%
4 6 3.8% 4 15 7.4%
5 11 7.0% 5 5 2.5%
6 11 7.0% 6 12 5.9%
7 8 5.1% 7 9 4.5%
8 2 1.3% 8 6 3.0%
9 2 1.3% 9 4 2.0%
10 2 1.3% 10 3 1.5%
13 2 1.3% 11 5 2.5%
14 1 0.6% 12 5 2.5%
15 5 3.2% 13 4 2.0%
16 3 1.9% 14 4 2.0%
17 1 0.6% 15 2 1.0%
19 1 0.6% 16 2 1.0%
20 1 0.6% 17 1 0.5%
21 1 0.6% 19 2 1.0%
23 1 0.6% 20 2 1.0%
28 1 0.6% 24 2 1.0%
47 1 0.6% 26 1 0.5%
27 1 0.5%
28 1 0.5%
30 2 1.0%
33 1 0.5%
35 1 0.5%
37 2 1.0%
45 1 0.5%
56 1 0.5%
9 1 0.5%
153 1 0.5%
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(Table A2) Distribution of Number of Interventions per Event (Five-Day Window Basis)

Oral Intervention Events Actual Intervention Events
Number of Number of
. Frequency Percentage . Frequency Percentage
Interventions Interventions
1 75 47.5% 1 70 38.1%
2 30 19.0% 2 26 12.9%
3 21 13.3% 3 27 13.4%
4 7 4.4% 4 24 11.9%
5 5 3.2% B 5 2.5%
6 6 3.8% 6 8 4.0%
8 1 0.6% 7 1 0.5%
9 3 1.9% 8 7 3.5%
10 5 3.2% 9 B 2.5%
11 3 1.9% 10 3 1.5%
12 1 0.6% 11 4 2.0%
27 1 0.6% 12 1 0.5%
14 1 0.5%
15 1 0.5%
18 1 0.5%
19 2 1.0%
21 1 0.5%
22 3 1.5%
25 1 0.5%
29 1 0.5%
34 1 0.5%
70 1 0.5%
113 1 0.5%
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(Table A3) Test Results of FX Intervention (Five-Day Window Basis)

153

Number of Number of ;
L Success Rate P-Value
Success Criteria Events Successes
A. Actual Intervention
1. Event 202 43 21.3% 100. 00%
Purchases 148 32 21.6% 100. 00%
Sales 54 11 20. 4% 100. 00%
2. Direction 202 145 71.8% 0.00%***
Purchases 148 107 72.3% 0.00%***
Sales 54 38 70.4% 0.19%***
3. Reversal 121 87 71.9% 0.00%***
Purchases 84 61 72.6% 0.00%***
Sales 37 26 70.3% 1.00%**
4. Smoothing 121 110 90. 9% 0.00%***
Purchases 84 76 90.5% 0.03%***
Sales 37 34 91.9% 0.89%***
B. Oral Intervention
1. Event 158 40 25.3% 100. 00%
Purchases 120 32 26.7% 100. 00%
Sales 38 8 21.1% 99.99%
2. Direction 158 98 62.0% 0.15%***
Purchases 120 7 64.2% 0.12%***
Sales 38 21 55.3% 31.36%
3. Reversal 105 62 59.0% 3.92%**
Purchases 78 47 60. 3% 4.44%**
Sales 27 15 55.6% 35.06%
4. Smoothing 105 83 79.0% 20.05%
Purchases 78 63 80.8% 14.71%
Sales 27 20 74.1% 64.27%

Note: The results are based on 2-day windows before and after the events. The number of

successes under the null hypothesis follows Binomial (n,p) where n is the number of
events and p is the success probability under the null. The Event Criterion and Direction
Criterion are based on the total number of events whereas the Reversal Criterion and
Smoothing Criterion are applied to the Lean-against-the-Wind events only. The null
success probability is set as 75% (p=0.75) under the Smoothing Criterion. For the other
three criteria, the null success probability is set as 50% (p=0.5). The asterisks ***, **
and * denote that the null hypothesis is rejected at the significance level of 1%, 5%, and

10%, respectively.
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(Table A4) Simultaneous Interventions of Both Actual and Oral Interventions versus
Actual-Only/Oral-Only Interventions (Five-Day Window Basis)

Success | Post-Event Actual Only Oral Only Simultaneous
Criteria | Window Success P-Value Success P-Value Success P-Value
Rate Rate Rate
Event t=0 23.8% 100. 00% 35.4% 99. 94% 20.7% 100. 00%
t=1 65.5% |0.00%***| 51.3% 42.54% 62.2% |0.66%***
t=2 64.6% |0.00%***| 47.8% 71.37% 60.4% | 1.82%**
Direction t=3 64.6% |0.00%***| 54.0% 22.59% 65.8% [0.06%™***
t=4 67.0% |0.00%***| 49.6% 57.46% 62.2% [0.66%™***
t=5 66.0% |0.00%***| 54.0% 22.59% 60.4% |1.82%**
t=1 59.1% |3.09%** | 49.4% 58.89% 58.2% | 8.83%*
t=2 59.2% | 2.73%** | 49.4% 59.01% 57.5% 10.93%
Reversal t=3 65.6% |0.02%***| 56.6% 15.09% 66.3% [0.20%***
t=4 66.1% |0.02%***| 52.6% 36.55% 65.1% |0.40%***
t=5 64.2% |0.10%***| 56.1% 16.01% 64,.7% |0.44%***
t=1 81.7% 5.57%* 81.0% 13.34% 86.1% |1.24%**
t=2 83.3% |1.93%** | 77.9% 32.90% 81.3% 12.08%
Smoothing t=3 86.3% [0.12%***| 77.6% 35.27% 83.1% 5.22%*
t=4 82.3% |3.54%** | 82.9% 6.85%* 80.7% 13.97%
t=5 81.3% 6.23%* 78.0% 31.08% 82.4% | 7.11%*

Note: The day of intervention is denoted by t=0. The day after the event is denoted by t=1, and

t=2 through t=5 are defined analogously.

The number of successes under the null

hypothesis follows Binomial (n,p) where n is the number of events and p is the success

probability under the null. The Event Criterion and Direction Criterion are based on the

total number of events whereas the Reversal Criterion and Smoothing Criterion are applied

to the Lean-against-the-Wind events only. The null success probability is set as 75%

(p=0.75) under the Smoothing Criterion. For the other three criteria, the null success
probability is set as 50% (p=0.5). The asterisks
hypothesis is rejected at the significance level of 1%, 5%, and 10%, respectively.

)

*%

, and * denote that the null
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Event-Study Tests of the Effectiveness of Foreign

Exchange Market Interventions in Korea*

% 3k sk ok

Namjong Kim** - Haesik Park™** - HyeonSang Jang

Abstract

We conduct an empirical analysis to examine the effectiveness of foreign
exchange market interventions in Korea. Daily data of both actual and oral
interventions are constructed using information extracted from media articles
and market reviews of the Korean Money Brokerage Corporation during the
period from January 2000 to December 2018. We employ an event study
approach to take into account the clustering feature of constructed intervention
data. The event study is implemented by identifying intervention events from
the intervention data, estimating their success rates, and verifying statistical
significance of the success rates through a nonparametric test. Our main
findings are as follows. We find that interventions in the Korean foreign
exchange market exert significant influence on the won/dollar exchange rate.
Actual interventions are estimated to have greater influence than oral
interventions. Repeated interventions are found to be more effective than
one-time interventions.
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