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nsAneudadagusvasfeaniilu 3 dnguseadd Aa Anwinisuldauiilasaes
s d:ai = d’ o ot dl =
fmsuaniaey Anwtenasiadavlualusrerudunouresdnsuanulaon uardnmia

=y o os rdl e [.7 1 d”
sr@nsninaesnarandnning deasifisnsAnuazaaraensAnssiasialilil
= =l
5.1 nisAnenInsilasunlssrasdnsnantdasu

TunsAnmtansulasuulesresdnsuanildsuiansunléiann stochastic model
of exchange rate 189nsznaRulNANTMY multi-currency TafluAnsiimszienisidae
. d oy 3 dy X . o 4
wdasdpsnananud auasaaanunels  Tumanaialuiinuaandasuantlans
AUENA AINN1IUNAURLEY Mussa (1982) uaz Flood 1l Hodrick (1989) Axdeayfndn
Tﬁ?aa’é’mmqma‘ﬂjﬁwmLwiﬂzﬂ:r:mﬂmﬁﬂuﬁu ANTHENRAUFTZ U9 G ul TN
=3 & ar cll o ar . . o - g o o =
\wiregRaazuamtidnsuanilasuiiniaudiuas innovation MAaTwRestutefinig

J . '
wasulasanadnruanilass

]

MY - Pt =g, yf ~b,it Wa k=4,B,C (5.1)
it —it = E,(St,)-s* dle k=BC (5.2)
v == +eyq] +esgl +e (v +y0)+v/ (5.3.1)
vl ==dpr” —dyql +dyqf +d, (] +y7)+v] (6.3.2)
yi =—er teq] —eq +e (v +y/)+v/ (5.3.3)
yi=y=0 Wla  k=4,B.C (5.4)
gt =Sk +pt_pt ga k=B, (5.5)
rt =it -[E,(BY)- PF] de  k=4BC (5.6)

S =87 _ 8¢ (.7)

t
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M* = MY, 4t dla  k=4,B,C (5.8)

vE=vh 4wk Wa k=A4,B,C (5.9)

o MY log 28913010 R(money supply)aagisumna k

P iy log asvszAusmeanann e lutlssma k

yi i log mnssziumanBnuiaie uilsuind k

flu Snsmenidelulsind k

St iflu log 1ednswanianumealulliza k Tagluganalureslszng
A

SH iy log 1eedmsuanuanunelulizma B luplanalureszna C

FE T Smsaenideueranelutlseme k

g i log resdmsuaniiAnuuiiaieraclszme k feglugluasiuanates
szind A

vE iy demand disturbance ludszine k

ub 1flu i error term MAAANNNsAEua e nsdunnelulssing k

wh 1fh el emor term RRARINNTAeulae8s demand disturbance T
Useind k

E, fu nmeamaziunuRedirresdeysfianunsamenld o oand ¢

!
] '
= =]

) L 4 Gl 3 %
aunsd (5.1) uwanadagauninlunatiaiuh Lﬁmmwumtﬁqsqmqﬂu(ﬁ{, —P,)‘lﬁﬂ

'
a v oo

& 9 ]
guasdresduiuiase Taeduagiudnraanunelulizmawasnandaiuiasanialy

U

]
=] =4

A a ] 1
Uszina dauannisfl (5.2) usmasile Reladrsuanu@euasanmaniuaaslinsuigaenin
Aﬂl 1 o a’" 1 y [ n: (%
IEAANE Measaansaenilaneluazsalsemd Wity msulaeularesdng
uanil@eu lnsanydlinasnudunaiaauyrol
aunIeT (5.3.1)-(5.3.3) uax (5.4) wanstanpanwlunanduit glasduaasnaes
g 1 af [ %4 i i ) o ¥ ) =)
AuAnelulsymatuagiudnsuanaaunuviase dnmaendouiadalulsuing nandn
ImeisaNanFnelsmnALInty demand disturbance anAuNATE ARsuaniUAsuuiaZ
AMuNTaMANIIAaNAR UL szinA k Ratlugtannand@ndiuiulsuivng A 16 Taesialy

o =l 1

[ 9 ] A‘A nll 1 =En‘n ] 1 e =
dnEnenvua i Qﬂmummamﬂumaw TINITNAPNNVIFAARN log mummqnuguﬂ
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aumsi (5.5) FunnsmndERsuanaenfiudidee Thefnafiauresdmmuanlany
Huadauandde nsandduresiuanalutlszing A etiaudisiefin nnsmetgued Fananad]
augﬁdflféﬂmﬂ%@’mm'ﬁu douannnsh (5.6) uaz (5.7) dudeuls tiangular arbitrage
uamaiies 2 s 3 ynreedneuanidaniismunliifidase ey

qunga (5.8) war (5.9) affludnwoTIBINANIEUAN (exogenous) Wmmmgﬁq-‘?{
disturbance 1941 BNURULATHANARNIASINNNAINTRNNT random walk Lila innovation
Hugourlsiaszudon random arliflasmduiusiu AneRsdaiiumuuacdaana
wlstlsaunad

Samssenane i duLesAvald nsufaunistesinmuanaldguann

siluunasgunsdesudullmugUuiuaesfaidu exogenous processes’

B y B A B y B c y B c
S7 =M -M] +ul —u’ + B+ v BV Bw, +Byw, + Baw, (5.10)

c 4 c A . C P B c A B C
Sr=MZ-M- +u —u + B+ By, + LoVl + W] + Baw, + Bw, (5.11)

aun1sn (5.10) uaz (6.11)  emnsuanulaenily linear function Magnnalfinay
9 ] 3
iswghamuiiadeitugiusesnaa (MY, uf v, wh e k= 4,B,C)a1n3snsil
wlaunanisBuaeslsumalalsomanils  uaasdannsmiavanelildnanindasuudaslu
qseduaasan(w)) lnweradiaainuansenusesdnmuanidauiaiineusuasenis
dl = d‘ f& = ol =
WasuuaslupandnuazsiatsslssmAfuiaues  duRaafuTAuazaanannie i
e; ] o ¢=il n'z = 1 o’ o A - g =
Uszinafinsznusiednsuanilaay duuanidedn MezasinduiinannglasAnissiniing
1 d’ dl' i o or Py 4‘
sadiaameniserendndszwa  n1erdndumanisBuludsenaladsainaniliuansaaning
anasuulaelu rate of money growth (uf ) nstfussiumAuazn1azRuidaiiatande
1’:) L) 5 H i o - [ i IQ
sastlszmAiuinsuienasinemassn naeenaialn danssnurasdnsuanilaeuiiha
g 1 ! ar i = i 1 . .
ulsifnansenusasaudsiuviaselunsdin sl sticky price uae real balance effect @4un1g
(5.10) uag (5.11) wanataAudufuiRNaneeenidiv linear combination
Y (% ‘J 1
aanmrangLaassunts niswasuutadluinmuandausewdnadssne @

2 o

- &
e lFsai

' gmaran n
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B _ B B
S S!+l _Sr
A B A B c
SU g T U +ﬁ11w1+1 +ﬁ12w:+1 +ﬂl3wl+l (5'12)
C _ aC ¢
et+l - IS‘rt+] - Sr
4 c A B C
S U ~ U + LW + ByWo + W, (5.13)

1 i 1 as - . . .
nasil@euut s liansnsamanunalfaesdnsuanildau (€f,) du linear combination
raamafasunlasiugilasfinasnnaznisreindunenisdy nisagduansznuaessng
ATNATEFAdRSazat Mg IasaynINdnsuanilaussudnslszinafitaRewlnqlag

= n'z <& a/ all sJﬂidl
dnf dudlunisuansteniazaasnmessdnsuanilaaunfitaulalunsaaaziulug

2 k k H = .
WULIAER [Et(S,H):S,] uarlianansamaianfe forecast eror an@NNTg linear
combination 184N 1silAEuLlasnliarurnaamnaldeeslFuiudunialunazsing
dszmaAdugasAmany  Wnldinamnduiuglnasutiueynsudasuanilasusemndng

o o d as ar 1l
Uszind s ltednenisialdeesnisindewivaluasufivnudnmuaniaa

stochastic model Wandiie nsiasuulasaesdnruannlaeyludnene static daw

dl' o o . a‘ = o . 3 &
nawdeubialuanudusnusssinsuasmudsulidnemzuuy dynamic @ransaAunadls

{71 GARCH model

= s s =l
52 ﬂ'\‘a‘ﬁnﬁ:ﬂ ﬂ'lﬁ‘tﬂﬂ'aui‘ﬁ'rﬂ‘a\‘l AMANUAILUBIBFATILRN L‘l.lﬂ 2

naswnaanlngespNfunauTasdnsuanudeaug i rautsnisinszilaly 2
b 1 0 . » ‘4
Q%"Lmy’] Fia GARCH model with common factor Wa¥ univariate GARCH model mﬁgﬂnmu

PBINITILATZF e 1T
GARCH model with commaon factor

nnsfiansnisldsundacludnsuanideuduuneanilugasdon tdun
common factor ’Lumgnmfé’mmmntﬂﬁﬂuﬁ'\mum(C,) WAz factor lAWIZANATIULARUAENA
i (e,)
=8-S, (5.14.1)
€,=6C, +e, (5.14.2)
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e &, il (Nx1) vector 784 innovation 1298RsuanAew
S, 1l log Tesdmmmanildgdaiiuen scalar
0 il (Nx1) vector 189A @523V
C,\ilu scalar common factor %qwmmﬁmmLtﬂmﬂﬁ'ﬂuﬁ’wum desuandlfannms
wieularesnsuanuFeulasiads
e, e (Nx1) vector 984 currency-specific factor
Toed innovation Teedmsuanuldey Amuadldannuasiteas log IMNERFULAN
(/AEns 3967 innovation A l&@MMTATNA AT QAN currency-specific factor aufluein error
term luaunis (5.14.2) 16
unadiidl fauls common factor uamaBemsulasuuinsfiauasmnaysiedyinanaly
mmans:wummwnwé’mmmeﬂ%;ﬂuﬁ'wm nsuldeulas common factor 199
'é’mmLLaﬂLﬂ?\lﬂuﬁ'mﬂummummuﬁfaﬁiwmﬁuﬁsz'ﬁw'ﬁr(e)?ﬁqﬁmmumnﬁiwﬁumw
NSTUARULARLENR AIUAUINYBA (e,) wanaSenaalilduiusiuganisulasuulaces
ﬂsxl,mﬁuﬂqalmﬂqwﬁq amnannsludnmnizsamudn maeaeyimitessnsmuaniyae
fvinuAN common factor AikAmss ﬂiwmﬂ’?ﬂuﬂamqmmgﬁ@“?;n?zwursiﬂms‘mﬁlﬂuuﬂm
gasdmuananuianatandas currency-specific shocks

AndNTRNNaNATae C, UaT e, NMUUARIN

E, (C,)= E. (e,”)= 0 forall k

E_(c,.c.)=0 forall £ ¢’

E_, (C,,ek,_j)= 0 forall &,tand j

E_lee,0)=0 forall k# j,t#t" (5.15)

do £, du dewlrsensaiaszaiiclanatiaasiiawnsamanlilune 1
(C,) flu common factor Mutaand t
e, W currency-specific factor 0@ tm@dﬁumﬂ‘ﬁ' k
133NN GARCH anautlssauadnaiitienla (conditional variance) 1184 common factor

L& currency-specific factor wandlilag
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he, =0+ (Co)*+ b, (5.16)
hoy = By + Bl (ens)’ + iy (5.17)

currency-specific factor LAz common factor @IN&NN"T (5.16) was (5.17) Wlunasiatsadn
e factor RldAMIAIANLTsTuRINdagnn Tead factor Aenatn Wludayaild

AuiunsasaaaaUguULANNEURINIBINIZLARY T4 covariance matrix 984 €, 414130

Faulddn
H, = cov,,(<)
= COV,_(6C, +e,)
= b, 66" +COV,,(e,) (5.18)

{ " N ﬁd 1 [~1 - ot =
dta COV,_, (e, ) Wl diagonal matrix iflendlu ¥, dwfunszuaiduans k
A9t AT conditional covariance matrix , A, Awualag

Hy =0}h., +h! (5.19)

et

H,, =6,0h, (5.20)

e ke, .k, Aonauns (5.16) uaz (5.17) muddy TassaFnsesnuulsismuetng
Raula(H, ) wmanmansislsvedl Qevlsesdouls 2 fAa common factor
wa factor specific T8aluanad k A AnwlslsouatwiiRaulaaes H,,, Tuagiue
Aruulstsuatinafifaularesfuiliissns anepaafianiairerasnnuudlslsuatng
Reuliae H,, wnanfrannulslsuednailitenlsrs common factor (C, ) windu 4
13 ]

1u Avpauustsumadaaaanlu conditional covariance teednsuaniLfed (H,,)

1 ] 14
mstiaudnainninadaulnresAtAnulslsouedeiiaulares common factor wintiu
' = vye . 1 Qs o o d. ] a & 4=:
nd1nAa conditional covariance wANANNTMANENENARNNIAINAGIISEANS (6, ) Neau
i ) =3 ‘ﬂ' o’ dl o
auadsiadl common factor uanwiaanmsilanuulasrasdnmuaniaaululuanala

a
ANANU
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Univariate GARCH Model

]
-]

dhunrrAnuaniAtarnulsdssustrefiReulasasdnsuanilfsuanalaananii

=] ar ol ar ar - ] 1 d‘ l=| o & A:i nl-:’d
wradgiuannindadqlaadranilsinaianas FUAMNUULRIaa1aaRTUA N AEUNH

mmﬁumuﬁ’mqmmn
3
€=AlnS, - > a,AlnS, (5.21.1)
m=1
€| 7., ~ N(@Oh) (5.21.2)
h =, +ay(e,4)" + P, (5.21.3)

Taed S, il Sasuanilfauiui
I, il deyadnogsianunsamnlilueani -1
a, Wu Aduilse@ng

. . o =
e, W innovation TR98AILANLLIALY

!
{ . . Y = | i o
N&NA3A (5.21.1) innovation Uesdmnsuanlasy ieasi@ennlasuuatrasdnm
uanulaeulunan® +1 AuAneanetailenle (conditional mean) fFusatAanaAN
aan1ldsuuasrasdnmuandfsnitiunaudn 3 199981 (m = 1,2,3) Fenaddy

] LY 1
BYNIN comelation FAFUNsHeU ity adnaunis (5.21.2) wamalls innovation ign

al

L3

tmunlaedeyainarsiannomliluesd t1 TnafiAafees innovation Wil
al oy é ] ﬂil ar fr o ar oo
uariAtaslstsuiliaeh Aiuatunsaunligdnmusaes eror term A1233015909
GARCH model flagunsh (5.21.3) dhunnsuaastemnuunoueteiitewisesdmimilined
AN linear function 2@9ANUsEMN4 lagged squared residual Wi (e, ,)? WAZANTA
lagged conditional variance %8 (&,_,) eillageainiitangunnn Wauanafennnuuansng
nelaraaiansaulsdsauasinedieulaludneoenads wasudnadnnsaNiNg

1asdiayalunanlu
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5.3 NMsAnE AdsEANEN NIaIARIANANNSWE

[] 9 1
nasAuaunansznurasfayadresrsiiinluludainnarauanildsu@uns
srwdnaszmaiislasmmanninedlfain stochastic model 1a98msuanilaauninualy
9 3 ﬂll ol ot ‘J =, 1 k7
9196 2zvNInzgsindusnaatauanilasbdunsssuaralssmAd NI saLgnaean 1
. L o by .
el linear combination IaenntdsnuUasliannrranianunelsd (unanticipated
& 1 I
change) 2avdaulsuleueianialuuazinassmd  fintannisulasuilasludnsuan
i 1 1 =) Rzﬂa o =y =9
Wasusendnadsenasmullta dngrsnAsegiaiiaannieethuismenisRuuee
L7
AsAdaane luazAnalszing

Qs

[N
ar o] 1 A = 1 LY ]

AINNENNI9H A1Mnsafiansannd aad auanaeuRunssnelsvmeetafifudndzy
A ] ar or g A o d! = GI o
nnrzvusananeuunuvdnvning vrednleuile nsuaasteniswlatuulaclusaiudn
ar QA i o A 1 ) : =
nindaraflunuantidnaanadasiunisao uwdadluyadaesdulunaiauanulaeuRy

AIFINNLTANA

1 2 ¥ a‘ = ]

nansEuIesdnnardayanadsegAndanianaaauanilaeuEunssiglsung

Ao A NANNINE Lm:mwmﬂfammﬁgmﬁdﬁ parenannindilsedvsan  aslduuy

Ry
AMABIAAL
]
ASP, =ay+ D .0 o Fpm + 0 X, + €, (5.22)
m=—L
Toefl  ASP Aa maulaauulaslusatisnmudnningannioan t-1 fat fimaldannasy

WANFN4P24 log 189 Artis AwmANNIwe (log SP, —logSP._,)
i i [ - 4 )

F,  Aa naulasuwlasildaunsamanunglfrasdnsuaniaauszudng
tszwagalszandldainnindfeuudaduyasaasluatnnans
wanulaeuszwinalszme

L #e lag Midlusauawdnuan

=4 o’ d‘ Hl Q o a5 £ o

e vector 10¢iladeaw] RanrsadmuasiAmdnning saulutedngm

1

cgl, by dJ g ] o = n! 1 o
aanilossasdu Fudusunudmivniseuails ARAR
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anaunsh (5.22) udadie malduuulasressaudnningigniovualaenig

d' 1=i (L2 ar ﬁi‘ A=ll| F24 :Jo o & q’l’

wasuaananamngildradasusnu@euludaanaidsnuiaiomn fudasmeands
;4 ]
seazduludonnani t

-y aﬂ‘ 4 ar ar ol - o ﬂi =ll 1

anuFgundn paandnnindiidss@niaan  gnivualaenasulfauudasil

1Y ar ai ] a‘dA a t LY [

anunsamanane ldrasdamuanieusendnaseva (F) Ravnsnasaspudnyning

t 74 [] H 1 £

(SP) dvtufiedn SP_, meuguasarinafiudisedayadinanshisunsomun bivieuunly

o " 3 A e - % =i >

181 t1 dusinaanud @i a,, Aldwvindugud endunsdiil o, autiy

meldannigruiinaetelssfvininaesnaiandnning auntsh (6.22) ansnsadaulu

163
ASP, =ay +a F, +a, X, + €, (5.23)

nsfunpdafigailfnssanadasiuannisil (5.23) Tewannsf (5.23) @wnsn
BB TNNARALUNUUANNIHENATAAZIMNZUWLLIZ99 Fisher equation HARBUUWNWWAN
NN UNATINTDINITAIAAZIUNA AR LILN WA A NN NN WTa T UNNFANAAZININSRTIR U
WanuRugmuresannRguiingnd  satadlurasaniiunsidvguaaindayaiiagns
= 9 e 2 . \ o o edo
Aauenvils 0d wanfinnualy uaz Fisher equation TR9HARBLUNUNANNTNEN AW

41N
E(R:| I,_l)=E(1‘,| Ia—1)+E(jTt| Ir—l) (6.24)

R dh Hameuununanniweg

=0

Tl

'l

L)

<3| dl ) o a a‘a: .::lI
E(r] 1) dlu sssnmiivinzausenisainasiukarauunuvdnnindiuiasa
[ o ni 9 = o = L% =
Avunlaadladeiuiiadmadsegia Wwdeeiy sfnnwasmu
LAZNNILARBUTITE4LIR
E(z| 1) i neamezndiedns@ude
' T L
E(e| 1) lu nsmaaznaindevlaituegiudeyadromsiidiwa (7, ) on

AuNFauIA L o 1R 1
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auyidn gasnmluntsmnpznanawdnvingwiaiuludped (a,) uas
naraLununAnnindimanziuandoiadde (fact) Windu maneuwnunANnINTTILa
(&) sudhanaseuunumdnnindibiswnsomemneld (RF) aunisfl (6.24) snunsn

Wenluadladn
R=ay+R +E(z| 1) (5.25)

aunsfl (5.25) mm?mﬂnﬁu‘lﬂzjaum?ﬁ (6.23) naulasulasiilianunsanna
ﬂmﬂlcﬁ‘u’mmﬁquﬂa‘uiﬂmﬁ@'qLﬂuﬁungmmmmmmmo:mmgﬁmmznwmmﬂ:mﬁq
Mazuditesnnsaunuanineldsnmeanitusrady

s RiaasiBEaRNaNNS (5.23) waMITNARIAUAIMINELATARALAN R LEY
mfmrshaﬂ:‘:waﬂfj’]ﬁmﬂﬂﬁﬂuuﬂmLmuﬁuﬁﬁulmm'mm:?Lﬂ&‘ﬂuuﬂmluﬂ@é’ﬂﬁugmmm
pae Tnliansnsaiinisinmifuifinuenviiaaindefigainewniniifenty lead-lag
geennufuiuITIIaT R AN N U T U uAnaaBulunan auaniae uEuas
fnatlszna unsdla . model %muﬁ'mﬁmm:@mﬂmm lags raanswlAsuulaciilyl

aunrapanune lAresdRsuanuanuSunmsnatseme @unastinusann

L2
ASP, =a, + ) a,,F,

m=-L1

+a,X,+ €, (5.26)

-+

lnefl L1, L2 A8 lags 3ailudnuquisdinuan
g
1 ;1 t

aunAgdAsandnnIndTilseBnian uanstle wasdlmeanuasny lags T

iunnaes F, bidhwdsddgmieadi  masdu innovation fikuntudaainaatawan
o o 1=d ' o o o Y s dd:il ) 2 =

wasRunsabilinansenusiamamdnming Gesessdaciungedingnde aublen
ar n’ ar ar el ] dl ﬂi oy
A madasuwladlupaianannindinansenusanislfeuulaclunatnuanilaeawEu

] = d ﬂ; 1
meseUsenA fwasfiiraiees lags luewanaes F, Jamneientnaeuulasluyaci
rasdulunaauanilfeuRunmidadAnTbivindugus uaasdn mawmdnnindiAnann
WAT8Y future innovation YaRARUANIUAEURUAANTIYA TadnsiaaunRgmid

97 [ o LK oy =y =) b A
AR ANANNINE s RVE NN Lmzﬂﬁmﬂﬁammu@qmuwﬁwmmmuﬂs@m PRIFRIA
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ar as L3 Ai' -~ [ . r ar o Lol L ¢=‘ 73 1
wanniuduazraauanlasutuamilszmd wszdimeudnnindUiuulaeuliacing

[3 ’ = 4:‘; o, 1 9
MAFIRAZAIHADIRAARANLLREURUAT AL TEnARag,

3

& = ar ot

2
aynsunaan1sRulunis@nmidliun s mdnnindaedidedrAynnaidtnng

1
golal 4

GARCH lun1sfRiansaunte nnsudaguudasaadsiaivanyninednilan error terms Wamesng

ALBLARNNAENI19T89 GARCH TatiguisniinniBauiauMifsnns OLS ASLLILIANAeY
fRaflumadeniiuanemeasi@asiliann aunisauudsdsuetrailideuls (conditional

. =t 9 ar g
variance) G0N

h=p4+58 erz-l +B,h, (5.27)

1
=

TaednaulsdsruetinaliQaule (h,)lﬂu function 989 lagged square residuals fiu

hd

1 ks , 1 2 .:J [l
lagged conditional variance FatfluAinuunauaindayanatuisourldliwasni -1
ag )



