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717t 90-06 90-96 98-06
T+ & 3| AASF t-%k 3 AAF t-ak s AASF t-gk
Ak +4 84 -0.14 -0.67 -0.58 -0.67 0.62 1.65
Aol -0.19 -0.87 -0.62 -0.73 1.03 2.48
Fol = A -0.12 -0.55 0.02 0.02 0.82 1.96
o}3} 0.00 0.02 -0.15 -0.19 1.14 2.85
ook -0.18 -0.80 -0.76 -0.76 0.90 2.17
HE4%3E -0.40 -1.63 -0.88 -0.95 0.78 1.67
A 0.07 0.32 0.05 0.05 0.88 2.06
71A 0.19 0.79 -0.37 -0.43 1.46 3.18
A7 AR 0.46 1.62 -0.20 -0.22 2.17 3.83
A 0.18 0.74 0.19 0.22 1.98 4.34
54 0.00 0.00 -0.49 -0.58 1.01 1.92
A -0.44 -1.63 -0.84 -0.92 -0.13 -0.23
R i) -0.02 -0.08 0.03 0.03 0.73 1.24
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2R 0.01 0.02 -0.63 -0.48 1.20 2.16
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felBE 7194 7 ! 93
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Fol gk 7194 73 9 2
[k -0.96 -2.61 -1.36
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AR o2 FAAGY] AUE FA] A F s, & T ¥4 Alold Alat7) 98-S A E A
et PAFA3( Bartov®d Bodnar 1994, Amihud
1994, de Jong et. al 2006 %) v}&ES F1
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Ry = Boi + Brifly, + Bo FX A+ By F Xy + By FX o+ €y

W ek ek
90-06 90-96 98-06 90-06 90-96 98-06 90-06 90-96 98-06

T ¢ s & S & FWF wd 3T 3 g9t SAF g W +E d3AAr R AT o
sk +48Y -0.87 -3.83 086 -0.91 -1.02 -220 147 579 063 066 165 514 -055 -229 002 002 -0.77 -2.64
A% -0.97 -3.96 084 -091 -043 -08 156 570 052 056 147 398 -054 -211 042 -048 -0.58 -1.74
Zo|5A -0.91 -370 027 -028 -08 -155 160 58 050 051 164 450 -0.70 -269 022 024 -0.78 -2.36
348 -0.98 -448 023 027 -099 -213 201 821 044 051 214 668 -091 -393 061 -0.75 -1.02 -3.50
9% -1.06 -4.23  -120 -111 -080 -156 174 620 113 104 171 482 052 -196 -0.62 -060 -0.54 -1.67
EEEEES -1.31 490 088 -087 -119 -2.03 184 612 -039 039 198 49 -0.62 -219 077 080 -0.83 -2.26
kad -0.79 -3.14 004 004 -114 -221 172 608 014 -0.14 203 57 -049 -1.85 -0.08 -0.08 -0.78 -2.41
M -0.86 -3.37 055 -0.59 064 -116 211 7.39 139 148 211 556 -0.62 -2.32 -1.24 -139 -0.62 -1.79
Fardbas -0.78 -25 007 007 -039 -057 253 7.39 030 030 257 542 093 -291 -146 -153 -1.01 -2.33
L34 -0.81 -3.05 008 008 028 048 200 670 053 055 171 429 -0.68 -242 052 -056 057 -157
54 -1.04 -375 048 -052 -1.38 -2.14 214 691 042 045 240 539 -1.05 -3.59 087 -1.00 -1.23 -3.03
B! -0.9%6 -3.02 071 -072 -143 -190 108 3.04 -0.07 -0.07 131 252 -060 -1.81 -092 -097 070 -147
Sl -0.99 -3.04 009 008 -1.69 -228 199 544 005 005 243 476 -096 -2.77 013 -012 -129 -2.77
Exad 049 -163 040 039 -1.26 -1.85 146 437 041 040 182 389 -0.78 -249 072 -074 -1.00 -2.34
24 006 020 031 032 -08 -116 095 285 08 08 130 273 -050 -160 070 -0.76 -0.71 -164
A <141 -322 031 024 -2.82 -272 284 580 011 009 356 49 -131 -285 096 -078 -L76 -2.69
L2k -1.15 -353 001 000 -1.40 -213 230 6.28 -2.02 -141 262 577 -0.60 -1.76 -0.63 -047 -0.71 -1.72
AzY -0.87 -3.75 035 -042 052 -104 206 796 042 049 207 6.01 -0.74 -3.05 -064 -079 -0.81 -2.57
! A SLIT 42260 -084 886 -0.78 -12.61 164 5279 057 594 156 3691 067 2282 024 -267 -0.68 -17.56

98¢ 74e 0 0 1 212 10 177 0 5 0

g 0.00 0.00 2.30 1.84 3.33 1.98 0.00 2.63 0.00

Sk N ] 15 55 2 0 2 112 5 91

g 144 -3.03 -2.04 -1.31 0.00 -1.86 -1.08 -2.84 -1.24
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WER2 HER3 ek

90-06 90-% 98-06 90-06 90-96 98-06 90-06 90-9 98-06
gAA: ¢ dAF & At A o 3 td dAAe R e td dAs R 3 %
<081 367 -092 -09% -0.72 -1.67 137 552 063 066 141 473 -060 -2.56 -0.03 -0.04 -0.82 -3.06
091 -381 08 -08 014 -027 146 543 052 03 123 350 -059 -235 041 046 -0.63 -1.99
-0.85 -354 029 -030 048 -097 149 554 050 051 137 403 -0.76 -3.00 020 022 -0.84 -2.73
-091 -43 014 016 -065 -155 18 806 044 051 18 647 -097 -444 053 -064 -1.07 -414
-1.03 412 -130 -1.19 065 -126 170 6.01 113 1.04 159 447 -054 -2.05 0.2 069 -0.56 -1.76
-1.26 -476 -090 -089 08 -158 174 58 039 -039 175 447 067 -241 075 077 -0.88 -2.50
<073 297 010 009 -0.89 -1.78 162 582 014 014 183 531 -054 -207 003 -003 -0.82 -2.64
080 320 -045 -048 035 -066 200 715 139 148 188 515 -0.68 -261 -1.13 -1.26 -0.66 -2.01
-0.69 -2.35 005 006 002 002 237 717 030 030 225 501 -1.02 -3.28 -1.35 -140 -1.0T -2.65
-0.74 -287 021 021 062 115 1.8 645 053 055 144 381 -0.74 -272 040 -043 -0.62 -1.84
095 -359 033 036 097 -162 198 669 042 046 208 499 -113 -407 073 -08 -1.29 -3.45
-0.86 -2.83 064 063 -1.00 -140 092 268 007 -007 096 196 -069 -213 084 -08 -0.76 -1.72
<087 -284 020 019 -115 -1.72 179 516 005 -0.05 200 433 -1.06 -3.27 -0.02 -0.01 -1.37 -3.29
040 -138 045 043 079 -127 130 4.04 041 040 146 338 -08 -2.85 -0.67 -0.68 -1.07T -2.75
015 053 034 035 -031 -05 079 246 083 08 091 210 -058 -1.93 067 -072 -0.78 -2.00
-1.30 -3.05 037 029 -232 -231 266 553 011 009 317 456 -141 -312 089 -0.72 -1.83 -2.93
-1.07 33 020 014 -110 -172 216 6.02 -202 -142 238 537 -0.67 -2.00 045 033 -0.75 -1.90
<079 359 029 034 016 -036 193 778 042 049 179 570 -0.81 -348 057 0.0 -0.86 -3.05
-112 4054 -08 -9.01  -050 -812 155 4987 05T 594 134 3174 -0.7T1 -2452  -026 -286 -0.72 -1891

1 0 3 206 11 160 0 3 0

0.72 0.00 0.00 1.78 3.26 0.00 0.00 212 0.00

181 15 37 2 0 2 122 5 97

-1.42 -3.10 -1.89 -1.29 0.00 -1.89 -1.10 -2.76 -1.28
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ZteoA AmuEsitt AeAoR UZ|de] S BABA(y, =1269)F BAFa Utk S =A%
2ol froletAl yetskem, o A7]ek W o] 719l A ReFs S99 ¢ Be] =2E AeE ¢
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=4l }%'PD} A713te] o Fws EAY A $9 $heE: ZIHE(E6)9 Model2FE Al
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Foreign exchange exposure of Korean firms and its
relationship with foreign investors’ investment

Young Woo Jeong* - Hyunchul Chung**

Abstract

Any changes in foreign exchange (FX) rates influence nations, firms as well as individuals in
everyday life. Especially, we've experienced the impact of FX changes on firms’ financial
decision making and profitability through 1997 financial crisis and recent KIKO(Knock-in and
Knock-out) scandal. It is generally known that the main purpose of advent of the Euro currency
is to remove price instability and manage a stable economy in EU countries.

Because of such importance of FX, many studies have been done on the FX impact on firms’
value. These studies follow one of the two research strains. One is to investigate the existence
of FX exposure, in which firm value is influenced by FX changes, and then the determinants of
FX exposure if FX exposure exists. (for example, Jorion(1990), Amihud(1994), Bartov and
Bodnar(1994), Oxelheim and Wihlborg(1995), He and Ng(1998), Nydahl(1999), Dominguez
and Tesar(2001, 2006), Griffin and Stulz(2001)). The other is to see whether the FX exposure
is compensated properly, in other words, whether FX risk premium is reflected in the capital
asset pricing model. (for example, Hamao(1998), Jorion(1991), Dumas and Solnik(1995), De
Santis and Gerard(1998), Choi et al.(1998), Doukas, Hall and Lang(1999), Vassalou(2000),
Carrieri(2001), Carrieri and Majerbi(2006), etc.)

Taking the same vein, we look at both of such aspects in this study. First we investigate
whether firm value changes due to FX rates changes and, if it does, then identify firm specific
characteristics which determine FX exposure. For this purpose, this study investigates the
relationship among FX rates changes, firm value and foreign investors” investment. Three

relationships we attempt to find are as follows. First, relationship between concurrent FX rates

* Doctoral student, School of Business, Hanyang University
** Associate professor, School of Business, Hanyang University
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changes and stock returns, secondly, relationship between lagged FX rates changes and stock
returns and finally the relationship between FX exposure and foreign investors” investment.
We found that the FX exposures of domestic companies are in general statistically significant
and time-varying and its sizes and directions of the changes vary among firms in Korea. Also,
the lagged FX rates changes influenced stock returns significantly. Finally, we found that the
FX exposure is influenced by foreign investors” investment, that is, the larger the foreign

investors” investment in a firm, the larger the FX exposure of the firm.

Key words: Foreign exchange exposure, Foreign investors’ investment, Foreign exchange

rates changes
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