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The Characteristic Changes of Foreign Exchange Markets
after the Introduction of EURO

Shen Zhe & Liu Zhentao

Abstract: We use an improved GARCH model to investigate the characteristic changes of foreign exchange markets due
to the introduction of EURO. We find that the volatilities of exchange rates of some major currencies against the US dollar
tend to increase and the correlations of exchange rates between these currencies appear to intensify. These findings afford
several practical implications.

Key words:Exchange rate; Volatility; Volatility premium

(2004 )
13% 1998 15900 2001
) 13800 . .
. 1
20 ’
2004 18800 1989 5900
3 2001 12000 ’

57% o

(swaps)


https://core.ac.uk/display/41356036?utm_source=pdf&utm_medium=banner&utm_campaign=pdf-decoration-v1

(NZD/USD) .

27 4 . 59 .
1 10 e, = (logP, - logP, ) x 100 (@))
198911992 1995 | 1998 | 2001 | 2004 | 2007 P, = /t 1 e,
317 | 394 | 494 568 387 621 | 1005 a
@, 2 e,
27 58 97 128 131 208 362
190 | 324 | 546 734 656 944 | 1714 °
56 43 53 61 26 107 128 ;
590 | 820 1190 | 1490 | 1200 | 1880 | 3210 JB
A ( 20())7 650 | 880| 1150 | 1650 | 1420 | 1950 | 3210 o e, DLB
2
27. 488 (x5 0.025)
(BIS)2007 b 2
e DLB(15)
EGARCH(1 1)
} (time dummy 2
variable) 0 AUD | CAD | EUR | GBP | JPY | NZD
1. <100 -0.004| -0.004| 0.004 | -0.001| 0.001 |-0.001
(0. 007) [ (0. 005) | (0. 009) | (0. 006) | (0. 007)|(0. 008)
x 100 0.573| 0.361 0.518| 0.417| 0.548| 0.567
x 100 5.289 4. 170 2.994 3. 146 3.663| 4.740
° x 100 | —6.155| -3.809| —2.522| -3.865| —-6.286| —4.801
AR(I) -0.174| -0.163| 0.074| -0.266| —0.528| -0. 066
CCMEGARH(1 1 11.248| 10.774| 2.823] 5.103| 7.458| 7.069
( ) JB 3052 2266 336 874 10240 3630
@ ° DLB(15) 14.96 | 23.60 5.63 20.95 | 26.44 | 21.25
ef DLB(15) | 151.55 | 200.87 | 60.99 | 89.07 | 92.69 |189.50
5568 5568 3623 5568 5568 5568
D .
@JB  Jarque/Bera o,
@, 3DLB Ljung/Box 0,
. ( ) e, AR(1)
o e, = a+be, , +e¢, 2)
Campbell ~ Hentschel * o e -
t
: e, =0,z 0,>0 z,—-i.i.d. E(z) =0 Var(z,)
; =1 o, g o
’ o EGARCH(1 1) :
)
( ) @ mean equation ARCH
Oanda (Chttp: //www. ’
AR(1) mean equation 5 6 7
oanda. com) g .
@, 1993 @
6 1 2008 12 31 & °
®
6 :
(AUD/USD) (CAD/USD) . .
(EUR/USD) (GBP/USD) 6 55 7 - 6
55 7
(JPY/USD) @D



* 60 - 2010 4
Ing’ =w +Blno>_, +60z,_, +vy lz,_, | —E(lz,_, 1)  (3) Ing? = w +Blne’, +6z,_, +y | z_, |
wpB O v ° 7, -EC|z_ ) +8D, 4)
=¢e,_/o,., AR(1) o, 1998 12 15 D =1 0,
B ;0 S
@, 6
N AUD CAD NZD 1) 1%
0
( ) GBP 5%
1993 6 3 2008 12
31 1998 12 15 @ o JPY
AR(1) o 3
- 5 OLS 2001
b o
R’ 1999
. AR(1)
AR(1) ’,
o 6 EGARCH(1 1)
3 AR(1) OLS (1993 6 3 -2008 12 31 )
( (1993 6 3 -2008 12 31 )) AUD CAD GBP JPY NZD
AUD CAD GBP JPY NZD w ~0.053 | -0.054 | —-0.041 | -0.070 | -0.097
a -0.003 | -0.004 | -0.004 | 0.006 -0. 005 (0.026) | (0.010) | (0.009) | (0.012) | (0.020)
(0.008) | (0.005) | (0.005) | (0.007) | (0.008) B 0.989 0.992 0.991 0.985 0. 980
b 0. 093 0.088 0. 088 0.103 0.104 0.004) | €0.003) | (0.003) | (0.005) | (0.007)
(0.013) | (0.013) | (0.013) | (0.013) | (0.013) 0 -0.003 | -0.001 | -0.014 | -0.009 0. 031
R> | 0.009 0. 009 0. 002 0.010 0.011 (0.009) | (0.008) | (0.008) | (0.009) | (0.013)
4 AR(I) OLS v 0.111 0. 104 0.072 0.118 0. 142
( (19 6 3 -198 12 14 )) (0.014) | (0.012) | (0.014) | (0.017) | (0.023)
B 0.007 0.007 0. 004 0. 000 0.029
AUD CAD GBP Py NZD (0.002) | (0.003) | (0.002) | (0.004) | (0.010)
a 0. 004 0. 009 -0.004 | 0.003 0. 002
(0.010) | (0.005) | (0.008) | (0.013) | (0.009)
b 0.131 0.119 0. 089 0.186 0.139 « )
(0.022) | (0.023) | (0.023) | (0.022) | (0.022) 20
R* | 0.020 0.015 0. 007 0.034 0.019 "
5 AR(1) oLS ( ’
(1998 12 15 -2008 12 31 ))
AUD CAD GBP JPY NZD | EOR °
a ~0.004 | —0.004 | <0.001 | —0.008 | 0.006 |—0.005
(0.008) | (0.005) [( <0.001)| (0. 006) | (0. 007) (0. 008) D
b 0.093 | 0.088 | 0.041 | 0.100 | 0.103 | 0.104
(0.013) | (0.013) | (0.017) | (0. 013) | (0. 013) (0. 013)
R | 0.009 | 0.088 | 0.002 | 0.010 | 0.010 | 0.011 (IPY 1USD)
3- 5
¢ )
EGARCH(1 1) @ 1999 11
1998 12 15
D, 1998 12 15

@ McKenzie(2002) e, 11 .



e 6]

27 4
7
(1993 6 3 -2008 12 31 )
(AUD CAD)| (AUD GBP) | (AUD JPY) | (AUD NZD) |(CAD GBP)
@ o 0.172 0.019 -0.010 0.520 -0.025
° (0.026) | (0.026) | (0.037) | (0.023) | (0.027)
n 0. 300 0.427 0.212 0.267 0.304
(0.030) | (0.031) | (0.044) | (0.025) | (0.033)
Po +p1 0.472 0. 446 0.202 0.787 | (0.279)
° (CAD JPY) | (CAD NZD) | (GBP JPY) | (GBP NZD) |(JPY NZD)
Bollerslev(1990) Kroner fo -0. 047 0. 107 0.296 0.113 0.174
Ng(1998) 213 . (0.028) | (0.025) | (0.026) | (0.024) | (0.029)
lng? = I 0 | | P 0.162 0. 304 -0.013 0.315 -0.010
noy, = +fidnoy, 0z oty z (0.034) | (0.030) | (0.033) | (0.029) | (0.038)
-E(lz,., 1) +8D, &) po+p | 0.115 0.411 0.283 0.428 | 0.164
lng]z[:wj+l3jlna-fh] +6jzj[,1 +’)/j |Z]-t7]|
-E(lz,.,1) +5D, (6) 8
O-ijt:(p() +p]Dt)’\/ O-?ra-jr (7) 2
. . o 2004 4
Po L
Po P i X X
) 88.7% 37.2% .20.3%  16.9% @
° 1
3) EGARCH (1 1)
T ~
TN 1
L.(0) =- 7]0g(21‘r) - ?2 log| H, | . .
t=1
+ E,IHlilEl (8) A
H, - 0 5 °
8
AUD CAD GBP JPY NZD
° o Z0.252 | —0.124 | -0.398 | -0.253 | -0.242
(0.024) | (0.023) | (0.025) | (0.022) | (0.023)
0.787 0
Y
0.019 0. 446
o 2
° EGARCH(1 1) .
lno-?zzwi-'-ﬂilno-fr—l +0z,, ., +y, Zirfl‘
-E( |z, )
CECnD) .
]no'j T +B/.1no'j 1 T 07-2.'/ o T Y, |Z/ o1 | (Bloomberg)
_E( ‘zjr—l ‘) (10) (Reuter)
Wal R 2
> 2
0. =P «/O'ito'jt (1) 200% o



* 62

2010 4

Bank for International Settlements (BIS). Triennial Central Bank
Survey 2007 M . 2007.

Bank for International Settlements (BIS). Triennial Central Bank
Survey 2004 M . 2005.

D Nelson. Conditional heteroskedasticity in asset returns: a new
approach J . Econometrica 1991(59) : 347 -370.
J Campbell

Financial Economics 1992(31) : 281 -318.

L Hentschel. No news is good news J . Journal of

D Nelson. ARCH models as diffusion approximations J . Journal

of Econometrics 1990(45) : 7 -38.

D Nelson. Stationary and persistence in the GARCH(1 1) model
J . Econometric Reviews 1990(6) : 318 —334.

G Gannon. Unconditional first and conditional second moment
A Chen K Chan.

. 1996.

effects: index portfolios and index A

Research in Finance Supplement to 1996 M

M McKenzie. ARCH modeling of Australian bilateral exchange rate
data J . Applied Financial Economics 1997(7) : 147 - 164.

C Jarque A Bera. Test for normality of observations and regression
residuals J International Statistical Review 1987 (55): 163
-172.

F Diebold. Empirical modeling of exchange rate dynamics M
Springer-Verlag 1988.

M McKenzie H Mitchell. Generalized asymmetric power ARCH
modelling of exchange rate volatility J Applied Financial
Economics 2002(12) : 555 - 564.

T Bollerslev. Modelling the coherence in shortwun nominal
exchange rate: a multivariate generalized ARCH approach J
Review of Economics and Statistic 1990(72) : 498 -505.

K Kroner V Ng. Modeling asymmetric comovements of asset returns

J . Review of Financial Studies 1998(11) :817 - 844.

1978 2007

1965 2007

( )

(€829. 29

C829.2
(€829.21
C829. 22
€829.23
C816
C829. 1
F222
F222.33
C81
C811
0211

0212

C813
C812
F222.3

C829. 29




