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Exchange Rate Depreciation and Exports

Abstract

Keywords : real effective exchange rate, exchange rate risk, export revenue, bivariate
GARCH-M model

The net effect of exchange rate depreciation and its risk on exports in Taiwan between
1979 and 2001 is investigated in a bivariate GARCH-M model that stimultaneously estimates
time varying risk. Exchange rate depreciation is found to stimulate export revenue in domestic
currency but the quantitative impact is small and any associated increase in exchange rate risk
has a negative impact. Further evidence shows that the exchange rate and its risk only add
noise to underlying export revenue fundamentals, suggesting that exchange rate depreciation
has negligible net effect on exports. The exchange rate is not a viable tool of trade policy.
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Rhomberg(1973) ¥z Wilson and Takacs(1979) i¢ * % @ % & pr & F 4L > i ¥
Bahmani-Oskooee and Kara(2003) i # ;58 % 5 340 » 9 3 % 5 p2E g e B3 B )
T 5 #R ] Athukorala(1991) » Athukorala and Menon(1994)¢ Abeysinghe and Yeok(1998)
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BB R RGTE AL R AR 0 N AR T G o IR R G5 )
TALE A FEE MR %0 " 0 o De Grauwe(1988) R s T MF o HETF R %o L4
S T JUEBIE A > F e s 4o 2 oS Franke(1991), Broll and Eckwert(1999) % 41 ¢ iE
BOEEE > REEF AP G BF N ERBEOYE o BB o FHEDT
Pozo(1992) % % 5 b & & ° & W ¥ 2 M«F & & ¢ ;. Chowdhury(1993), Arize(1995,
1996a, 1997)#F FL £ W ~ B 2 GT E R pendi v ¥ WM f e b % 2% 5 Weliwita et
al.(1999) % 3272 f+ (Sri Lanka)¥t= B e B E R 7 v P FR "G 4o B
Arize(1996b)¥* Arize et al.(2000)3 iz F X h ‘G f & BFEFF Y 2 KB R F K 7o
(LDCs)erndi o § % o ZX B » Asseery and Peel(1991) %= 7 & 7% f TERMEFRNP A
B RARNER PRSI GEF L » BP0 0 ¥ 4 Kroner and Lastraps(1993) % %
FEERREEZROARE P Al r A el R RHERE FRON 0 HIRY
w B ; McKenzie and Brooks(1997) % L4t B2 £ REE v §F 5 5 &t ok sk o
oA 1978 & 8 xR HEEF IR 01979 &£ 2 P Bkl wd HiF (7 o Fang and
Lai(2003)f]* & % ¥ GARCH 3|k 2 # M EFRF R DR T E A IR G f » B
AR T T ORMNEALFERIOLT L oA T D AR E FARR
A hE SN R oS o @ % E GARCH-M 7| (Bollerslev et al.,
1988 ; Bollersiev, 1990 ; Engle and Kroner, 1995) » 3+ - % 1979 & 1 2001 & » § & 7
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MELoBF e a FBUBREEE T L B3 Lol v hj oca
B AR R MY A E R AR B AR T > T R B
HR WGl s frck NI U F a0 f R R Gk T AL B B R Rk o

AT AP PR R ARG o F 4 F e oo (1Athukorala and
Menon(1994), Abeysinghe and Yeok(1998), Bahmani-Oskooee and Kara(2003) % #& 4 % &
REHN T R - BB LEESIL GO R TR R R RIMENE Y -
je 7| > b4 Fang and Lai(2003) ¢ s #6775 % > PIR I RS b %0 v 7 5 bl > &
TARFREEG A RDLL SRR N DRI REE R E R R TR
BE 4478 F R ERE S F R AN 4 T Dy st o (2) Chowdhury(1993),
Arize(1995, 1996a,b, 1997), Arize et al.(2000), Arize et al.(2003) ¢ * % & chfs & £ % X &
FREFRG ;- FE2FRET-RAOFAF BB RELVERFLEE K
(homoskedasticity) » e #r# & iF 5 R 5 % £ fc(heteroskedasticity) s 32 5 # - (3) Hodrick
and Srivastava(1984)4; ! % 5 b "k SEPF I %+ > P0z0(1992), McKenzie and Brooks(1997),
Weliwita et al.(1999), Fang and Lai(2003) % £ 4| * ¥ % ¥ GARCH #-3| fF %S h ' > £
R e 3 ge il F2b o sE sk o B - PR EC(two-step) fp 3t B AR 53 A B it 0 &
oy g% GARCH-M A5 = G R B g e i h a2 28 c i - (4) =
FEARGH T NEET A AP e B xS 3 R nEE ERIBBRE 7 o)
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¥k & fie(ADL) & v = 4255 2 e > Kroner and Lastrapes(1993) &% g % 5 § # x4 ch f %
¥ GARCH-M #2310+ v { A A Bz B i 2 Hpgendic § 5 2tko
AragEmo e B Ao fRg s A g R E GARCH-M 3] 5 = &4
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E2 SN S R G EERURGEE-SH - WS iR sl SRS SN S N
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Alx, = a, +Za Alx, +Zb Aly, +Zc Alg, +Z:d,hqt ey, (2)

i=1 i=0 i=0

A

H P Alxg =100 (Inx¢ —In Xi_1) Alyg =100x (Iny; —Iny, 1), Algy =100x(Ingy —Ingy_4), hee 5 &

PR R gy 2 EEIEAL 0 AR P R

B bW L NEPSR 8 o %k & GARCH(L,1)iE 42 (Bollerslev, 1986)

Alg, =s, + Z}):siAlqt_i +&y, (3)
i1
£qi|Pis ~N(0,hyy) (4)
hot = Bo + Briéaia + BNy (5)
Boh sFLAE e et LEL Y T g2 R % AR(P)if #2 >

PR R SR R T RE e, b0 S (White noise) o N (5)% B i AR5t 3
ST S LN TF 0T fo, B fo2 002 Bt o<l BEREELD 4 U2
Bl % T ig 2 o GARCH #03] i R R B R > 5 B, 0, 20, % L g %

# 1 4ok B,= 0 H41f§ 5 Engle(1982) 1 ARCH(L) K- o i i 5 B fich,, & % % 2 e

F 41" 7(3)-(5)% ¥ GARCH 2] 3" = F b '& > hy > £ & 2D r 2 42
FOOBER TR QG AFFRER A Y RE N 6)-(1)ERE

GARCH(L1)-M 3] » & Gt f 2 H R ' 4d v ol 58

- # ki 0 GARCH(L1)#E A2 g df & ¥ 8% & BE P I 96 i (4 & Bollerslev, Chou and
Kroner, 1992) -
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Alx, = a, +Za Alx, +Zb Aly, +Zc Alg, +Z:d,hqt ey, (6)

i=1 i=0 i=0
P
Alg, =s, + Y s,Alg,_; + &, (7)
i=1
hx,t hxq,t
&t :(gx,ugq,t) gt|lPt—l~N(oaHt) Hi = (8)
th,t hq,t
hye = o + ugis + aohyes (9)
hat = Bo + Biégia + Bohga (10)
hxq,t = 70 + 718x,t—1‘9q,t—1 + 72 hxq,t—l (11)

#He h, 23 ?.'_’fﬂ: CiEE R H A IEEE RSB B hth BIEEEFRE g, &
Eqt » U EF AR 0 (&xr,Eqr) B B F A & fe(bivariate normal distribution) -

F(6)-(11)GARCH 31 ¢ > iF it R ik L R EF R Rd > 1 R R fopd s

A

- A Z XTI HRE GARCH 3| ¥ A £ &R T b2 B8 (b4 1997 & L &

\-‘-H

lgﬁfg W) 4TI AN v B TR B PR ¥Rk NOG)iFEE N THE

A2t A r g 2 V- BERECOESFHESILGEF N 0§ HEEE GARCH-M i

A AP BESKR R R b A g o b - b A BEGE MR Rt aaE el 0
2

LAMERESZ AR GH N R o WA St d BoA i BHHH R 8 2

(Berndt, Hall, Hall and Hausman, 1974) iz 2+ -

- A BBRIRET AR E ),?e ¥ b * Rk o bl4e o Kroner and Lastrapes(1993) -

8

I T2 A P
The 5th Annual Conference of Talwgn s Ego omic Empirics



S FHRAEER PSSR K

A TR BRI Z IR GHN T PR BT R P o A
WA 1979 & 17 3 2001 & 55 5 £ 260 BRAE - F FAC LEEE SN LA

B p

=

SR A R R - A EE SCNR: o Sl O N U I X ey
HLo A4y 2001 £ R ST T AAPMAI TR EREE P A R AE

BROL W FR BESEAZACR 10 BLENC FIR 2200 %

ﬂﬂmﬁéty%Wﬁ¥jWﬁ?@%$ﬁ&wwzxyw;t$$@ﬁ¥j@ﬁmr
FAREE X[ FtPAMEF RN B X ZtHPARZI0BLE TS Wendi o
RE ”’%fﬁ%frz [ RLleRATELIR Y fpR e EREQ W) 10BAE S
i1

FAP R ES Aha(P) BT 0w e 5TF Sl d 5 1995 & o T kR £ 42 IMF
R % & f 5234 (IFS) » OECD i & 577 1R (MEINZ 5 # AREMOS F#L & -

3 27 GARCH #-3]4a 3 & Ro75 ®#cs o (stationary) > % 1384 4o ~ ®oh9f
2 %5 = % %It ADF(augmented Dickey and Fuller) & +2 (unit root) & =% % » = i #7)|

w3 R ARE > AIC B3 E PR TS BB e T iRE ADF s EFS 7 s B

pAVARRE o G BOGEEE F R T 5 g Rk BT &2 4B 8 2L M (nonstationary) e &

9

Y7 B RS AL P
wgns Ego

The 5th Annual Conference of Tai rf;mlc Empirics



Bk o fe— L A3 BT Alx 0 Aly, 2 Alg, » PIEEG 2L T M m & BX > = B &Ky
31()- 1A £ #r) 0 F jE GARCH B3] 3% ~ a2 a6 -

GRS SERCE S SIS Y FE RS & R ER T 8T
KA DG o SHPARET RS FA AL - A 23 5 5% Perron(1997) ¥ 12
R 7 2R R i R B F i LR £ 1Y e Perron B {94k

B3 B R T Ol LS AR B 0 7 L AR IR A R

Rl A Zognesg > ¥ 3 b0k F oK B et B (4 B 5-4.802-508) 0 * i dER T A

AR R 0 2 AT R LB - BB S I(1)- £ R e

] "=

%21 ER%EE

ADF Perron
kR - F AL e e A
IX, -1.6566(14) -3.4702(13)* -3.9498(11) -4.8400(12)
ly, 0.1668(13) -4.1576(12)* -4.3583(12) -4.3206(12)
Iq. -1.6231(13) -4.8412(12)* -4.2025(12) -4.4016(12)

IEE P s “ﬁxif ﬁPﬂt’?ﬁ—;ﬁADF%‘Pﬁf N A 3 hp AR
BF AR AT %A 7 b 50k BT BF -

2 & Perron ¥ {94& Tae fF it ¢

v

PRI FOEREGARCH-M 3> A g Rie- BB MBI FIc 2 Ty

T AR K E AR RRTE o & 27 o Alg ik i GBARIT R o e B 500K

FORET 5 4B Al LA fe 5 AlX 2 Alg, ¥ fE SR BF 4 35 - Bas|

% % (leptokurtic) » fie ; Jarque-Bera #& @7~ 4% 4 ¢

\
Ly
i

BOF A feanik o
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(Johansen, 1991)¢ A, % Trace s3> & 596k ¥ -k ET »
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Ljung-Box Q(LB Q)i+ ¥ # = ki A MM » FAY B PER L FL s

Tsay(2002): :R:E Pt A e p R 2 ZFA D L3 RiFdk T4 - A2 Ak

5269 5 F)pt B r B #c s In(269)=5.59 > dRt 0 A2 p AR T enE B EcE 6o

% 2 ¥ & Ljung-Box (it iEiEF Al E Alg, F B FEp A ARRE S AlX 3 Alg, T 2 3E e

Ljung-Box st i

»
1%
i

1a

5T Al TR

S S

Al 2 Alg #ic? | i ap Agppd > BT 2B enlBQ st imipe L4528 T H
i - # 1 Engle(1982)57 ARCH-LM %3tz dir 2 s 8 3 5 4GRS & g B
Beo BB AAPM TS 0 Alg h ARQ)Z AlX, 1 AR(11)iB 4250 LM 53> 4y 11 > Alg, %

ERREFREA A A 1006 FRET o IR R TR R SR
£2 Mop kR And
Alx, Alg,
#*® A& 268 268
T o 0.6045 -0.0183
L 8.7018 1.5473
= B 37.3463 6.3571
& & -25.9363 -4.6615
B 0.4665* 0.0390
UV B&
(0.1496) (0.1496)
4,9229* 4.1091*
B f
(0.2993) (0.2993)
J-BN 51.0076* 13.8065*
LB Q(3) 95.001* 42121
LB Q(6) 95.468* 13.927*
LB Q?(3) 34.151* 24.565*
LB Q3 (6) 35.349* 25.436*

J-B N % Jarque- Bera #’ fi A~ pete T LBQ(K)Z LB Q7 (k)4 &

kRS

t 5%k T R F o

BT 2 R
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# 3ARCH LM # =

k Alx, Alg,

1 3.6298** 12.3190*
2 3.6274 12.8388*
3 3.8991 15.3642*
4 3.9503 16.8353*
5 3.8097 17.5003*
6 7.3103 17.0761*
l

LM(K) 3" €5 pd o kgl ifie » 87 K=1,2,3,.6 *8 %% 6] 4 7 & 502 10%:k 2+ &3 % o

4 441* GARCH(L1)#-Alza 2 Alx, % Alg, % & #icen®ds o & BEE LA £

Ljung-Box Q %tztiE » 2 & 68 > ¥ 7 5t p A4 > ZRAlX 2 Alg, 50 AR iEAZ 5
Wy KT BARZL S0 kg o] iR B AZ TS 58 Ljung-Box Q suit E(LB
Q) 2EE6H » mHAEE AL G AR FRE ko 1AR3 B GARCH(LL)HA % L
AR TREE B0 > Alg xR RN ARM 58k B, > w5% kBT » T
FEE A EERREEDARZE MAE G348 B2 B 2 EFE -

24742 AlX 2 Alg, S B o i 50 ARCH(L) B3] i 2« & 50625 -k 8T » Alg, i
ERBES NP BRI LAEYIEF  RIMERSEEEERSR > HY B >0

1>4,=025>0 » B Hiffe s @~ UVEREL FECALAREL T2

Ljung-Box st i » T E B 6 - W AKE > o, P G af APME B TR B Alx 3

~

it ARCH 2% » b — B & 572 § 7 > B3 & 3 @4 33 ch ARCH »c% - ADF # 12
te TAF T Alg e ARCH »% 3 3 » gt 7% 53 S s F L eniie o Bots > $2i0 (LR)
A3t EH L GARCH(L1)EA42 " s ARFEF ZF LREZ pd B3 Ly A i
J e LR EAA 0 ARCH(DRERI 3K e i 2 A 4 JAlg, & Alx, % B BB A2(T i@ Alx, 32
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% 4 H & GARCH #3|ehiz 3+

Alx, Alg,
GARCH(1,1) ARCH(1) GARCH(1,1) ARCH(1)
S 0.8985** 0.9709* 0.0535 0.0758
(0.4766) (0.4934) (0.0976) (0.0994)
s, -0.7368* -0.8351* 0.0528 0.0716
(0.0758) (0.0741) (0.0768) (0.0769)
s, -0.5227* -0.5186* 0.0018 0.0022
(0.0889) (0.0831) (0.0778) (0.0715)
S -0.1524 -0.1590** 0.0526 0.0810
(0.0963) (0.0939) (0.0709) (0.0566)
s, 0.1017 0.1062 -0.0008 0.0037
(0.0894) (0.0882) (0.0691) (0.0697)
S 0.2796* 0.2735* 0.1242** 0.1171**
(0.0904) (0.0907) (0.0644) (0.0659)
S 0.2796* 0.2804* 0.1121* 0.1046**
(0.0983) (0.0960) (0.0513) (0.0535)
s, 0.2022* 0.2067* -0.0053 0.0074
(0.0973) (0.0926) (0.0564) (0.0547)
Sg 0.03610 0.0356 0.0803 0.0921
(0.0995) (0.1000) (0.0684) (0.0689)
S 0.0121 0.0094 -0.1193* -0.1050**
(0.0887) (0.0888) (0.0587) (0.0616)
s, -0.1830* -0.1822*
(0.0732) (0.0755)
Bo 13.9408 33.1212* 1.0858* 1.6595*
(10.1381) (3.4277) (0.3496) (0.1549)
B 0.1035 0.0921 0.2664* 0.2461*
(0.0790) (0.0789) (0.1183) (0.1135)
B, 0.5157 0.2505
(0.3184) (0.1857)
LB Q(3) 0.8125 0.6385 0.1018 0.0484
LB Q(6) 0.8925 0.6591 0.9224 0.9816
LB Q*(3) 0.0673 0.3679 1.0998 4.3018
LB Q*(6) 3.9506 4.6510 2.3015 5.0553
ADF(n) -12.2605(0)*
LR(1) 1.1192 1.8068

FELN 5 RGBS L S LBQK)E LBQAK)A W 5 B A L 2 8T 55 g A 4p B4k 2 Ljung-Box s
ok 3 EY i ADF ¥ 2 ARCH »c % chafd s LR(D)PEI L 53t 5 pd B S 1eny? A e 2
ﬂz pRgERR w4 i 5% % 10%:oK BT AR F o
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GARCH # ARCH #»z %)« ® 5 p4 g ARCH(1)#-3] ch% R dich, ehT 3908 5 221 R % £

% 0.98 > Fd % R _1.66 3] 11.1 -

B wkz2 dp%E®¥E GARCH-M #3| #3+

LS g % E GARCH-M 3% » A s £ 78 238 (6)ADL &1 v = 4258 e
RS s AIX, 5 AApM(E 2) 0 T o X BT L mEEAR LR p A
1 BE TR 0 B 5 AW B PR SRR d R B R3S o 2L 34(3)-(5)
ﬁﬁ%iAmmﬁﬂn?§%$&%%y@’&H,@»ﬁayﬁﬁwLR\Ncsc
= BHCAE R T ADL i 2558 e £ 5 ] 455 6 9 h LR AIC 2 SC sy
ok ] tHAICZ2 SClEA WATAADEIH 5 - BHEFNALRWIBELTESY
Ay T A AN 3] R AW WAL v g A a0 T A

EE AP LSRN Ep A

% 5 WAE P RF

K/k-1 LR k AlIC SC
6/5 10.4238* 6 6.5202 6.9016
5/4 8.2616 5 6.5046 6.8306
4/3 20.5646* 4 6.4810min 6.7519
3/2 35.2884* 3 6.5040 6.7201min
2/1 57.6106* 2 6.5821 6.7438
1/0 133. 357* 1 6.7433 6.8507

LR 5 f#iut %zt @ s min 5 AIC 8¢ SC e | & 5 *& 77 & 5%k BT ¥ o

b g 2(6)-(1D B R GARCH #3l ik 2 ADL b i FE B B> o & % 44 o F R PER
M 0 P REB R BT Ak
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P20 21343 FRUESF 2 BFRBEINT PO A 4DERE

GARCH 3] %2 » 2 4 5 cdif ADL BB S 2 H 4+ % 20 (12)-(16)E % 2

GARCH-M #£4) » g2t % 2 H p g4t d o el 58 .

]

AlX, _aO+ZaAIxt I+ZbAIyt I+Zc Alg,_ |+Zd|hqt| Exy (12)
. - _
Alg, =s, + ZsiAIqt_i +q (13)
=
h, =a, (14)
hye =B + ,b’lgéyt_l (15)
hqut =%0 T V1Ex1aEqua T 72hxq]t_1 (16)

R T RS A W (N ESE R R IR 7 S PAE NV IE TR S 3
¥#com e % s ARCH 42 710t % € GARCH-M #:4] f§ * 5 % £ ARCH-M
FAl e R R HE e 2 AN e R AR L ah3 4 4L (information
matrix)#-- 3 ¥ I 4L 22 (block diagonal) (48 Kroner and Lastraps, 1993) » B & 7 2+ i £ »%
F(=RBI RoeE)
% 64F4 - it A UERE ARCH-M #1033+ e 2 R £ - 2 o AR A
PREFREON T RARIE 2 D R AR wTD ik B ¥ R Hcehfy i

A4 sl LR Bt i o

1
SE“TFB,I'IE/_E‘. n+li§§§l$chqtri~  EFR S B A nEE S },Llnh » hz % o
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267 > BRAHFRES- BLOHART > G ap A2 R TRE g LAE
FPAMFOR T S RIEFTFERFMEZ H b kOB F 5%k o 1945 Hendry’s(1985) -
4.3 f§ i (general to simple) A4+ g i 47 0 AP “f‘ LB Y 15 B A B EF h®
o HF BRI RS HA TR IAUEE & B S R e A B e P R R
TR E R DR TS 2R o At - [ itiEARY > AR F ORI R
3+ LR(15)=18.5> & 596k M7 » 23k i & e AT WA E AR R e fRa 4 o
iAo FpEE R R~ 2 2a(f,>021>023=4,>0); b '&%#kh, =
gL 224 L L 092 & FF S 1731 1100 RERITHE $F ARCH »c%k i1
n

s
B ©

w3
LU TERERE ARCH-M 03] 2 s § ek Tt o 2 fgst ¢ chme
h'G il B 109K BT o BEEF BT E R Rt M3t E LR(2)=9.06 B &tk 2 h,,,
hyis A F 1 &5k BET » BFIESG ARCH =S "¢ v 493 Jp* ek > hy
BN e e AR Y 2T sk iR fF % g - Kroner and Lastrapes(1993)4p H iz v
LR Tt B EE? LM S BT p M2 R FREE &, He, 0 LM
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