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ABSTRACT

This paper examines works of F. Hayek and M. Friedman on monetary and financial
policies. This paper highlights their differences, and asks what yielded them. It also
shows there exists a gap between young Hayek and old Hayek, which cannot be
explained in terms of his view on monetary theories. It further shows that Friedman's
argument for '100% reserve bank' was not based on his monetary theories. Differences
between Hayek and Friedman despite their common political belief, Hayek's transition,
gaps between theories and policy views found in Hayek and Friedman—this paper
argues that these facts can be best explained by Kuhn's paradigm theory. This paper
concludes that truthfulness of a thesis on the public sector's role in the monetary
system is subject to relativism.
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sk 71x])7}F At} Hayek7} ZAAI8E A4
=9 JMNEHE 1A, 17t &8 9 A~EF)
o} slulo] A7|EFEL K. Wicksell S
A L. von Misesol] &Jsle] F=HI1 gl
te) AE=ZAHo] oz} Al-8-33 3
A7)1&8e] oo HE AS A

QOE dh= RL2Edo} St BFrIed
A 2GS oprlske 218 AH
= A& 0|29 e flstd 2
31 A Aok Mises(1924, 1928)2] a1
QAZ o)A olul &z ol AL ¢

mechanism)’ ©]

ofr

0>~
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N rlo l=0 o Fiﬂi At o

g3, 9943 Y742 A2 5ol o)
& AR o2 AL F AthTE

HAA A7 Ao olate] A H =T Ytk 7P 71 2E Kaldor(1939), Hicks(1967a) 5] Utk

34) Hayek(1929), p.148~149.
35) Hayek(1929), pp.143~147.
36) Hayek oA <

2Egjo} Shutol] tdk B}k AAIEE AL Zijp(1993)2] 27, 34S =z
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23 ZRHE Kol A
7] Hayek®] AHF-2A =82 19
ol2¥ tiygS EUth 7] Hayek”
Al o2 HH3t MisesH Q3271
8, s 17} BAEE a5
Al=El o] A Bl Rl AV
£3ly) wFoltk 19 AHre3AE
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37) AEFE0] o} FEEETES BV

Lt Friedman2| =lH=80[=2

Friedman®] 39580122 D. Hume©|
AAskaL 1) slHo]Eo R AlGE
AT} Keynesoll 2Jst] #7149 3l
&o]&(Quantity Theory of Money) = H-
2ok B0 = oaHE gt o] o=
Ly 2 opJA|%t Friedmand} 1174 8tu}
o9 zoldE 2HT It U=

2 froj=lofot gtk skt Al Q)
ojx ‘FolFolE& e AETHS AE
APl oA FopA|al F3hs &7
AT JrE Adths AEHSo
EHS4=9] o]FE-E(dichotomy)S 53t} 1
U} Friedmanol| Al lojA] <FslgaFo] &
2 ‘FIE FHOE 3 AUEEE,
F3E ARkekAl e ArIed X
E7Fsstte Bl ovgittsn 18
o] o] uiE 17} ke 2047]
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A7} (tgholl A=  Frank
Jacob Viner7} YAl oISt Henry
Simons, Lloyd Mints7} 8 9&-& 3}
o vEsta AEE sHE-solEol
W5 BT o) olEe B
Foles =7tole A5t Brled

o A Ayl Aol g %

Knight,

F9lo g E Hol|A] Friedman} Hayek= &5g°] Tk
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Je AT TS Ad Aok
Simons¥} Mints2] Aol A AJALE] 7]
SFAARE o] o]&2 U7} ol 3 o}F
AASE FHo] gty 18 FHl Qe
Zlo] o] Al7}al AE(Chicago tradition)&
732 E A A(rigid system)}t £¥2] HF
go] o} ARES Be BAo]7] Wi
oty IR FHrl FL23FTHmoney
does matter)= A& WAIS o]2F H
W -w B3 WES AW A
#Heol 54 R F3E Efskas
steAlE AWkl ¥=ud, @] 47]
T8 Fol] 3k o3t e A7 A
L5 WA ThsAde] Ere S %

SHH(Friedman[1956], p.286).
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7 BAYE 5 ANBR S shie)
Fo50857 27168 olsllA F4
o] solo} sk ol Al 7HA BAA
B0 ek &, G AR Aol
AR BAEAE B}, 45, F
2ol <Jsje] AgElv, o] BAE A
02 ZMPE F o= Fo WHE

E2 BAA HEAES BT, Sk

38) Friedman and Schwartz(1963).
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39) Friedman(1968, 1976).

Zsldthe AS s stE A 94k
o] F89171 Atellol thgh AzollA £
3] Tejdthdo o] e Fhilo] 19
‘100% FHlE 2P oer AZHUS
Aolge A A 4A FEEoh 18y
Friedmane 1 ©]&3} 22 3434
BT o] wopol|A o] o] AT Tl
A sigel o3 559719 Aol
a9 FErigolE # wiA "= A
A B3] FEEojoF S} Friedmano] F
ol Fsradre] HgAd ol 53t
9] A5 ‘5% X(income velocity of
money)’ 9] M-S L7t AL T

_‘1
[e]
sppgol2e] GApIEelt B LA

Q= ARTOIT E f54 Ao B9
o] ZAISA ol FEEES] B
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X
2
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FY
%0,
o

o]%
fglo] Hrhk= A oA &
Keynes7} S3lroles 19 'Y
s(“The General Theory of Employment,
Interest and Money”)olA] #H 7|3k o]f-7}
654 3 (liquidity trap) &2 THEY
T el Ase B wEolr|=
3159 Th4D Friedmane FHUE o]E 2

A3 QSTE 29| FslrRFo] &S 1950
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40) 2 71X <lZ £ Friedman and Schwartz(1963)2] pp.165~166, pp.309~311, pp.356~357 &= A WA=
Friedman©] 7|59 1907 S891718 A9ty sjH o= “Adsht dAZ fF54 F=(sound but not

immediately liquid)’ 2.2 28713 3}ito] Ze2
A ‘v]=r 23Y(Bank of United States)’2] I}3Fo]

T AFS oloprIshe Attt F WA Akl 1930
3] 1 23] o]F o A = FA FEAILH

o tjuie] 2RI ks efstgivke Aelth Al MAdAE d=] AHE B F8718E°] H

Hol tjgato] 22
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d) AABAGAE TR Keynes
ZBAIEk tig gkgegA A7|d Aol
7] WjF-o|the)) 2B O AT FE
E5o] MIAE A9se AL 7P F
83t FAo]7I= 3Tk o]l Friedman
< "ol SEAA Gt A N &l
E‘%}—t— 12749] Z*xﬂ% g 71z 1

(19294 ©]#-9)) 7:‘714%% 371
474, B 919, A Wl o
E FeleS AT o] BN &

I A= Tl B JJr a=

ot

Feoldlth. fESEE 2718710
slerste 4ol Uk BaeaE 33

41) Keynes(1935), pp.207~208, pp.298~299.
42) a7t &
719l ek

43) §54 A5 WE 59 Fid 22 A F897] A9 QAo 3L A
o] F FHL olRHoR THE kYS A & ol

< F5L Thssith ] Almg AdrelA 1:1_01501 Friedman-e 1933 o3 HGA

o7 HA} 22 5 As F9% F899719 AF

B3| 2P AT F2ad)

olE A3)sl= 0| t(Friedman and
Schwartz[1963], p.673).

oY ‘FalrarolE e BAH )

FAAANE B3}l Friedmanol Al 1o
Alg Al f-2A4 A5 HE dare B
A 5 gle AHIE AR1E o] JSdTEe)
o]H ou|o| A Friedmand] H8§ZHAEL
9] s ggolede ddd e

H49 AolAck
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ool AELE Tl Al 7[R AL
HojFEoh

(1) Z17] Hayek$} Friedman 3}¥H|F
SA=AN TH ALY g <1gst
= =wWo] ATk Hayek= A7|19E W
£ S3 A=7 SsAE ek
31 Friedman2 Ao oJste] 2 &F717]
A3 AZFEZANBL TR AL oF
SFA
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AR HHE AARY Hayeke 2E 3
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2 s FgAEe IS RAs = A
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.
o FAe B BARAAD A%

(3) Hayek®] §7d318-2 19] o] o]

oA =] Mol AT Al 74
7HE T ol AHEEel Hial Aol

Vg e TP R4S AE
7) WEIME JW HE

Hayek®} FriedmanS 25 SHEAJol o
A B uAF 2fFe PxHst
afrtEhes olA Aol gk F At

gol AfFel BABGe ANBEY

Giket FALES Tt & =edth
Hayeke] "o|F0 29 Z (The Road to
Serfdom), " A2l A (The Constitution
of Liberty), Friedman®] "AEF=20] 9} A5,
(Capitalism and Freedom), " 1812] A},
(Free to Choose) 5 AA= o]&°] &
TE 18A ARHF AXHLS I
sidtke HS WEelA Rosd ®
Hayek$} Friedman o] A--2] d3}
frote Wa7iEe 29 5 A2y
(Mont Pelerin Society)’®] 43}
ZoA A 9TE Bt Hayek
1944 P Fo o] A, Z3F 0%
HsdAT vHo] Edgso] &
©° ™ Friedman< 196610 A 1984
A P72 2 (Newsweek) S 1174 Z+
YU2EZA dede] HES 219
Astdek 1 A} FAEEAEA F
Abghell gk 7= 19801 de] Fm]olA]
FEA AA MG g FAfgt o]&nt 4l
2](Neo-conservative)’ 2] g o|2f=
tloll o]&f7} gick g+ ml=e] Hgge
AR Y] AiEAL Ade o8 & B
o FT}44)

EEEEE L L ERE B )

[ o
ol
Hd 3

)

o

ok
b42/

o o L = Lofr

44) 1 A2l GARIo) 7= 3 E Hayek] BAAMIZIZA Y] thE2 @3 vl=arriot 9=t9A o 3
o} o)A 2]F(Thatcherism)2] 8418 A|57} Hayek o™ Thare] dsh= o] & HojFErt “3h 3]
FHR} G971 ofd F& AEF} I Hggo] ok & Y-S FASE RuAME HHsiTh @
#7F BWIE Aol A2 F(A: BAF )7 7hdel A A g A Ay A8t e V=
2ttt co]Ze] 927t Wle Aoltp, Tw BEstAl XA Hayeke] A+ SRS & Ao 3
A Aol Wl F kTl (Gamble[1996], p.151). 204171 9+ = X o] Bp3}e] 4] Hayek Aol Fa
g3ks Sthe F4S AAE] Agsla e RO ZE Cockett(1994)0] Utk
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1988\ 3= ZA} 1998 3= ZA}
2 =(Rand) 4.02 3.51
A 3 &(Jefferson) 3.10 3.51
3 2] = 2H(Friedman) 2.95 3.08
w] A 2~(Mises) 3.65 2.76
S}o] ol F(Hayek) 3.02 274
2 2~H}=(Rothbard) 3.93 2.72
== ¥ E(Goldwater) 2.49 2.39

F P2 (Liberty) BAZE A AEZANLY Liberty Poll’)] Axt2A g3k=g A7)0 we} 194 5
74 vl sl =E gk A
A} Liberty, February 1999. (Ebenstein[2001], p.276014 #|21-&)

A M-S Ashe dl F-49sith Hayek  THE©] Popperd] HFo A &
¢} Friedman®] ZAsl] Zole EE A7) alty. a7} rAS AAIske] WHE,
Hayek®} %7] Hayeke] AJZhHste A %] (“The Methodology of Positive Economics”)
Aol zlole} wislz= AWE F ¢l ANA ANk A9 H WHE T olE
Th49) A4, o] 2R 7|7 7Fsd 719
TF Aml 9% 7 A Y A7

Lt WHE T/ ZHE WEE Popper®] H1WA FelFo] Fst
£ FY3slth46) WHA Hayek7} Al8-3t

Friedman®] 222 53 A A A EC] Popper?] S HE=A

45) Hayek 9} Friedman©] TLg FXHE Afrslal & A Zlollx 359 P28 43S 98t
A& EZ9AEL sggolEf AR As) 2lele A2 4718 EAsH stHd o= el
t}. Hayek= QUEIH-IA Friedmang ThHe3k o] H3ho) «... YE(M. FriedmanS 9Jv]: Iz} FH3 v
E 53438 G UrAelM B FIFTE o s FF FHHOE Keynes?] =AS F ¥l
HelA] e AL S3sitia T3 =], YEe] AS7dA8 A(Essays in Positive Economics)’ S H]
#3517 @2 Aol M H2E TS & 5 Ty (Hayek[1994], pp.144~145). Friedman= 1E]H-ollA]
Hayekoll di3l o]el] £X|%2 S 3la1 Utk “vhs HayekE w9 4%tk 28u; 19 AA|Eke o}
Yt} 9] "E7}e} AL (Prices and Production)& L5730lolH, 19 AHEo|2e =3 Brlsolck
g, 19 XA A2 FFIT) e U= 27} T F 029 Z (The Road to Serfdom)o X B2 4
9] A gte AEF9S Fdrhal AAZETE (Ebenstein[2001], p.81).

46) Friedman< =4} 1953 3% 0] LR E o] =R A AT PopperS AFHA Fa A2l =82 A)E
H(Friedman[1953]). L&{1} 2000%d Ebenstein®e] QIEJR-olA 17} F74< Wb Eo] “dA 3] Popper]
(strictly Popperian)” ®HE9S <13 FTHEbenstein[2001], p.272).
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A}3] 78} (“Scientism  and the Study of
Society”)oll = At Zgte] W& 0] 2}
A WHER S F glon, AL
ol B (complexity) S 7FZ5HH
ALElFete] o5 AR ol S(pattern
prediction)’ o] SHYEHES Arggir)4s) o]
22 Wi Eo] Popperd] #EF2je}
A E = AL Popper7} 1] AZ}F FAL
Fo]o] ®,(The Poverty of Historicism)
o|4] Hayek =%= H|¥HOo=Z UhFal
AeE Ao ZT ZHETH49) Hayek AR}
< 1937 TAAISR A4,
and Knowledge”) == Al7IZ 27}
Mises®] & Ao} Adsta A5

“Economics

ATE FO A WHEoR Q%
< AgsIAriar Ferhso 2euv 3l
7} oJ= A= Popperd] IstrolE A
g3 2o g A3 AR i3]
M BA) we sie] PRItk

Hayek®} Friedman©] =22 st A}
3jet PHES FoolRla FEsE
7h sk wAlohs HER, 7 AR o
T ARL A E ) Frwdman# 735 A
Z3o7} ERol= HHA Hayekol| AlAE=
AzAFe] TAT 7] o]EE Aol A}
Aotk et o] w=Ee] 249 F A}
Zo] Y2 go)2 ATERS 2AF]
HEZ 0| Hayeke =& Friedman® 2
Popperd] Fet-015 A3 FTskile=

A= oot F Al 2T 29 3}
HaFgE0] ulsh= 7Hdd) #ys A
55719l tste] Poppers| #HstEolo}
o U= HIEE ol 7] wEo]

.ﬂ

47) Mises= A7HES oz 3= shide ‘,_—’Foli(praxeology) 3} <Ak history) 7} ok T3l

WHES =S¢

‘%‘fﬂ'(self evident) 2] & 71%

g 5 e el opeka

Ao B¢ gEdlx FLste] &5 AgFe
S FeHoz HjHste] e lfn'(Praxeology)"> B@ol oz /IZF uine] Z o] ol uf 2}

A ARfroll o3l ARE Bolw, BPA AM(fact)oll 23 A (refute)
AR 2B TE Adustel WHES st Agsh AL

o) os) ARNE TRV 1E A8T)

‘?J'EHELD}. Mises2] HHELS Mises(1949)2] 278 Ar=]o] ok

48) Hayek(1955).
49) Hayek$} Popper= 7§13 Z1E-0] FE&
sls) e

Ato] B Ebenstein[2001], 207 ?Q,- ). L1} Popper7} [ HALFE
o1A) BlseLy eabre] s B0z A A

A} Brgel 7z, 7EA o

= 5e Hayek WHEA a2 BAEE EAJotPopper[1957], 173 717*) Popper7} | AlG=2] 9]

R, ]*1 Hayek =%& A3 A8she &5

50) Hayek(1994), p72
s1) HayekQ} WE-S Y+7]%= 3 T. Hutchisone &
Z BA2 Friedmans Y3o] WHal7|=

[2001], pp.272~274).

7] Hayek'= 7122 2.2 Poppers] #8521
sgon) <ekA o] W3 Ao] olm(didn't come all the way)’
MisesS] 9959 AHES E71A WA E39ct v

ofg] o], olAY Popper(1957), pp.126~128 F%.

FEE AL

2FslcH(Hutchison[1981], pp.213~214; Ebenstein
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52) Popper(1957), pp.118~119.

+ A o2 Hayek #AZte] T
A BAHE e, o)|& ¢lete =
9] A 7] PopperdQl 2w A
of Feba A9 AEFA shal ek
Popper] &M o FARE 2

F+ Friedman® 3l Aok 1980 AT

SHk AW 4] d7 29 BE g =
A3} E7L A5 Alelo] fAo] dig A
SATE A SPHA Friedmane o33}
o] olopr|gitt.

@7l dolx FIETtet HEAS
o] AE A Wdske AL ok
I A7 SRR A7l Bk Uy
at7] W&ol7|x SHARE B} F s
= 537t 250 %S vAE

o= A7} 9}1 2 A Abe 7pEZ )7

A dol AWH(over decades) ©]v]
wotzol sk FE =7l
98k 1] th(Friedman[1987], p.376).
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VI SV Ropers) WA 9 afeiciel 7R HE

Ao F1EF WHEd S o
Ao A WHE M AL 45 AT A S E T K

5 vt} Hayeko] SHoE§A=2 Hetgol| o w), Hehe Heka; He
o] 7|9} 7)o 2 A, Hayeks} (community)’ 9] ERE HAZ )54

Friedman®] A|E&0] Zolgt o] F+ At ol Hkat Feto] Tk AR #
ol Ak WS wEA 337l = A, PHE, Folde 5ol

agsihe Fgol 49 & ok 28 o] Mgl Setiereln, of etk
oS

U e M AR e gNe B 2 o] Fdo] A9 ‘EFoll(exemplar)
ok 919 (D~@)ollA EAT Al 7FA AF 2 EFske A ARl olste] A
A4S Hayek 9} Friedman©] X143+ 2}5hH2] I =gl J2EE 38HE 245 o]
WS FTokA Bobd Z2FE Ao sfskeH WA < AAE ksl AR
AR 7 Qe B olE AWl XY o= w9 5485 Fofof ks wh
of. AAl FHAstatel] 28 v A A F A" 7k o] o] TESTAL &
Hetghgo] Hgsto g —’Jr"ﬂﬂ ad W 5R AR o] o= o5 s
I} Argstodof & s it Al 9lal 3= oFE olafstarat g, 1 o]&
W= 23] W2 o] éL dHA AU o] I bo] Ffrshke AAH A
= Popper?] #80lo] XA AR B ot= WS olafste]of girhse 54
Ad],53) o] FA|3 ] Hayek 2} Friedman$] AR} A T2 AE, 7HAAA T
FEAEE Yo e A S o sty Fsto] s dsleof sk 4]
Aolt}. A7) Fololghs b I 55 B

ok od FE, WHE, M E3ee

53) Popper?] #&F0) 5 WAL WA A 88w 17} Fste A R ofFue SEEEE 1
oz AR E o] Aol ool AelEe dAfo] wAgth A SEAAAE HFEeE &
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ABSTRACT

This study attempts to provide a basis of selecting policy directions by empirically
analyzing the effect of policy lending programs for SMEs in Korea using micro firm-level
data and examining whether the programs contribute to improving the performance of
SMEs and thus effectively carry out their missions. From the estimations using
Ashenfelter(1978)'s approach, the evidence of differences in profitability enhancement
between the benefited group and the never-benefited group could not be found in most
cases. In addition, the estimations show that the policy lending program had stronger profit
enhancing effects on the young SME group for the year that the program was applied, and
indicate that the policy lending program might be the factor that makes the 'older' benefited
SMEs to become addicted to the government policy and thus hinder them in their
development to become more competitive and innovative. These results suggest that, when
the programs are needed to support SMEs' financing, it is more effective to target the
start-up companies or SMEs in their early stages rather than old SMEs.
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CE 10> WEV|Y Sd84E 1o B2 +9d HlUZ29 FIZEL 2%

AdA= 2000 2001 2002
71EHAE | 2000 1999 1998 2001 2000 1999 2002 2001 2000
_ _ 0.43 B B B B B B
1999 (178)
-1.40 -1.14 -1.15
2000 (1.91) | (2.52) (2.05)
H]
nl 2001 0.36 -0.15 -3.13 _ 1.59 -0.75 _ _ -0.33
il (1.66) | (1.69) | (2.13) (1.52) | (1.83) (1.88)
s
2002 -0.12 -0.45 277 1.42 2.76* -0.76 _ -1.92 -1.63
(1.72) | (1.50) | (2.27) | (1.36) | (1.55) | (1.58) (1.80) | (2.02)
2003 -0.77 0.22 0.09 1.44 1.09 -1.24 0.62 -0.41 -0.40
(1.94) | (1.83) | (2.74) | (1.73) | (2.14) | (2.05) | (1.66) | (2.31) | (2.86)
F1) () Qe FAA BEAA,
2) ##% ¢ 1% G BAFORE {9 (statistically significant).
#5050 FoFoA BAHSE {9 (statistically significant).
¥ 10% FrelaFoll A BAIZOZ o (statistically significant).
3l 2MZ7} 5 ZoA FjEAERE vudEriAe)
% vhdel ARAEE A5 4 3
AAAZ A og} Agel SOl & AYES tHew gier], F27]
AL 79l Bed AT RS AB 9 AAAIANRRY p £ AU
FHATE <F 10> K=o Uty F VFoE st AAHE 719 Ae 1
FAL 7t AdAxe dis] AL71EH o] g 7 A=A e 5 09
HIZ 7199 274 fgEe T4719 e A grEsE A E A0
2001 X19719 1,26170 F e} Axol= A ¢eke 71 735705 A Qe 52670 719ER, 20023 A
o] 7% 2002 AD7194 91370 T et A== AL 719 59405 AT 3190 VIHER 4

T/3= Ak
29) 7t B3e] FHole /ME7IYe] &&H AT
At AZhs AW Ao B
30) o2 B0, AYAEE 2001308 7|FAET} 1999301 Bl AE7} 20023Y S, FA7IUE 7
o] 19995 20029714 widY AFAEE 45T - A= S Tl 20019 ALg A=
Fa7Y AAATE B 7150] e VIGES AT VIFES BAWSLE s, ol 5 = A
A= 20019 FIYRFS ALe 71FE tisiAT 19 ge 7Hh

gujeh= 6709] tnisEe] A F4 4
A AT F A vrelETh

ft
%
5
o
RS
ko

P

N
e H
o 2



70 | #EmRmE / 2005, I

E 1) WEIIY SAHLE Tefe 4o vDRHe $HU 29
AdA= 2000 2001 2002
71EAZ | 2000 1999 1998 2001 2000 1999 2002 2001 2000
0.18
1999 (1.70)
-3.14% | -1.54 -1.43
) 2000 (1.88) | (2.42) 2.01)
oo | 048 | 008 | 287 | 032 | 000 | | 150
A (1.56) | (1.62) | (2.00) (1.44) | (1.75) (1.77)
= 2002 0.30 -1.34 -2.06 1.60 2.09 -0.34 _ -1.73 -2.08
(1.65) | (1.38) | 201) | (129) | (1.49) | (1.45) (1.71) | (1.94)
2003 -1.05 -0.42 -0.38 1.35 0.38 -1.29 0.33 -0.87 -1.03
(1.84) | (171 | 44 | (166) | @03) | 1.92) | (1.54) | 21) | 2.70)
) () k2 FEX Y xFHAL
2) *xk o 1% fFolFFo|A BAKOZ F-9(statistically significant).
* 1 5% o)A EAIF O R 9 (statistically significant).

* 1 10% e

>2 20010 AAAFS AU
7]%};_—4 2000130l thn|g
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o 399 m 952 A

e RSl A ARG A
2ol o]l AR Rl A

b Sleke 2% AT B3
3 HWATE RYHE ooz A=A
st AT AAH FAIIHEY
A A7} WAL Far|9Ee] Hs)
gEAE 4uny) 98 FRINE F
AR R Hold AGES BAY
e,

JEHEE

s
. .
<
T 8l

A= <E 10094 F

FEo A BAHLZE F2(statistically significant).
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(12> FHA= ANEALZE o8¢ #4d HlUZ2E9 FIZL 2

A¥d= 2000 2001 2002

71ZA% | 2000 | 1999 | 1998 | 2001 | 2000 | 1999 | 2002 | 2001 | 2000
-0.24
1999 i ) (1.00) i ) i i ) i
-0.10 | -0.03 -0.03

) 2000 i 171 | (3.15) i ) (0.22) i ) i
B o0p | 337 | 078 1.41 ) 0.16 | 021 ) ) -0.97
il (1.74) | (2.03) | (2.24) (0.29) | (0.30) (0.82)
= soop | L8L [ 614% | o176 | 117 | 7.00% | -0.03 ) 0.19 | -1.95
(2.13) | (3.48) | (6.41) | (2.18) | (3.70) | (4.0) @2.71) | (6.37)
2003 | 010 [ 049 | 617 |528%kk| 176 | 039 | 097 | 769 | 259
(0.63) | (0.50) | (6.07) | (1.86) | (2.48) | (2.14) | (3.00) | (6.87) | (10.53)

T 1) AAAE AdiFE A 475 U= guds diildd LAz A4 Ads divl A
Ag Adade HES o] &35
2) () k2 FAX O FFAAL
3) ®% 1% FGFFolM BAFHOE §(statistically significant).
#0050 FolEFo| A BAZHOZ Fo(statistically significant).
¥ 10% ool BAZOE 9 statistically significant).

AR, tiRe] B AT 1ol Aolth A TN FAAE AL
34l 952 Zlo R e AEZIde] 7 S 5 AL oy 9
Ae 5450 ol pliAle 9% Aol ofF Fad sEelien, 2001
Tefsttiete AA7Idst HIALIGE o A" AR 2001 ciul
ol FoldEe] M Aol o)k 2003139 )4 Al A THH &
Ath= A $7E AgsiAle= Rafdth A5 JelaL itk 28y yeiA) o

4, AT AddFd p 2 Tl Bl AdeMe FEATIE
Ada Adgde) oA 278 v oA gL oR Yeiked, o= 4

= WEE AoFo s AAxE A AT AU HuisE A4t
o] ol mAe ApEstE B3E FHT B4 2ol T AdE
A FE Atk <E 1>E 5 F M AHAFIEE o83 $HIM=E A
A 71l Hsl AdE AT VI mAIAE & e A
A5 5 71de] FEldE Al Adge Axell Aot Slvhs B3 SAS AT
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7Eds 1998 1999 2000
A% 2003 2002 2003 2002 2003
20.02
1998 005 i ] ]
20.63 022 20.59
1999 0.71) (0.22) (0.60) - -
2000 0.64 2103 049 2.56%% 033
(1.11) (1.28) (0.43) (0.64) (0.49)
2001 021 22,66 051 1.6 123
(1.00) (4.09) (0.85) (2.45) (0.91)
00 119 20.02 1.01 0.01 241
(5.13) (5.29) (3.92) (1.28) 4.42)
0.82 0.06 0.03
2003 (1.01) - (0.24) - (0.29)
xE 5 3416 5464 4307 7338 5470
R’ 02281 0.2486 0.2099 0.2030 0.1514
Adusted 27 | [0.2242] [0.2466] [0.2069] [0.2014] [0.1490]
FE7 % 041 0.5 048 8.56%+* 0.68

F 1) BE FH0E 4714e] JHIE SAA 54 1els] 98l A9 AresEt 9

Mol 258 BAFE she 67]9)

2) () e FHA e HEAURL

3) F-SA%ES g AARF A4 AL J0)0]ge

o] 3 3S.

F5-7Hel th

4y ®x o  FOlFFo| M BEAZOE FO(statistically significant).
* 1 5% FOFEAA BAFO R F9Y(statistically significant).
10% FFFdA BEAHOE &9 (statistically significant).

o|o} & %%*7544 sl Al 2
] 1—t— flol FHRF] 7Ed=E o
ol A AT} F71H EIE A
As] FAskA Feta ok A A2t
& Fa7t Ao dE 50, VA=
HlaAs Aol Alle FAAFe] &
7t F5lo] YehtA] o= Zo] e
e AT vt A5
Hob 7] MEd = 3ok

ol He At ool 9

¢
¢

Z A

g AR TATY.

60)& olgsts ko pE

'0/] ‘?: o 1
[ 7 1998 7’1999 72002 7’2003]=
[ Dises Dinsss " Doz Dioooz) =
217} A Bolsle] BRL 2L
%, ol 7 FHolN ) BAAF A
AAFE AZAES) HAAE Afolo]
EAsie Awel F4se BAgiow;
olfellMe 7IEAEe} HadAEd &7
Qo] ZE A g BARE AL
S5 TPNA B8R s ol
& A7l = AAAFe] AAH7]



ZEAE 1998 1999 2000
HadAx 2003 2002 2003 2002 2003
1998 -0.02 -0.49%* -0.02 -0.28 -0.01
(0.03) (0.22) (0.02) (0.22) (0.02)
1999 -0.63 -0.49 -0.68 -0.23 -0.38
(0.71) (0.38) (0.59) (0.36) (0.57)
2000 0.64 0.26 0.93 0.44 0.92
(1.11) (0.62) (0.91) (0.60) (0.88)
2001 -0.21 -0.66 0.77 -0.27 1.22
(1.00) (2.17) (0.82) (2.08) (0.79)
2002 -1.19 2.16 3.36 2.00 3.62
(5.13) (3.34) (4.20) (3.20) (4.07)
2003 -0.82 0.27 0.01 0.71* 0.06
(1.01) (0.39) (0.83) (0.38) (0.80)
R 3416 3416 3416 3416 3416
2
R 0.2281 0.2009 0.2164 0.1483 0.1824
[Adjusted R ?]
F-EA % [0.2242] [0.1969] [0.2124] [0.1440] [0.1783]

T 1) BE FAol= MErIFe] 7Ae 524 545 1837 $13) 7199 AFRFES 34
ME7Ido] 248 AATS gulshe 671 grjiFEe] TFEHJoY, q7]dMe FHAS
o] Ry g A=
2) () %2 FAHXY XA
3) F-3ARE Be AT AT ASr F0)olzte AF7HEel st AR FAZFL.
4) *#xx . 19 Fo|FTol BAIHOE fo(statistically significant).
** 5 FolEFo| A BEAZ O R fo(statistically significant).
* 0 10% FoeTolA BAHLE F2(statistically significant).
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= EA7F A3

FRATE <E 140 QoFHo] 9=
| o, RE 71E - vudse 3 e
o 1998-200399) 67 A% AARF AL
o] Fo) A7t BF BarEo] glths ol

174 Al el A o] 217149 HIAQ719
[e3]

1998 AHE] 2003 @714 BE Ao
3 AFAET EAEE 79E

omg gHo) Jhsay] e

36) °]sh e TS FE3] Sla) aAES nr G0z MYk RS 2 5 glout o
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2SI} ofel 3o, oleldt BAF FHap] 91 AAAE o] FAAFE AQe 7
Bl ALAE PHE A2 2 5 9o} o AT 2 AAAw) W) AR ol
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B 16> HEV|Y SEHSE 125K 2 gy 841 2%
Add= 2000 2001 2002
71EAZ | 2000 1999 1998 2001 2000 1999 2002 2001 2000
B B 5.79* . B B . B
1999 Gaon
4.20 9.67%* 8.31
2000 2.59) | (3.94) (5.69)
Hl 1l so01 | 433 3.90 1.79 0.57 | 7.11% B | 827
A% 293) | @11) | (5.57) (3.82) | (3.71) 2.53)
2002 0.53 -0.18 0.69 3.40 -0.39 2.79 _ 2,11 | 12.93%**
(3.56) | (4.40) | (534) | 257) | (467) | (4.80) 2.43) | (4.19)
2003 0.98 6.67* -8.32 -2.20 -3.76 -2.46 -1.53 3.22 0.79
G42) | @05) | (7.01) | 3.28) | 3.96) | (5.17) | 2.86) | (481) | (7.90)
F D) () e FAEXY BFAAL
2) #x 1 1% FFTNA BAXHOE f9(statistically significant).
#5050 FogFo M BAFHOE §9(statistically significant).
¥ 10% FrelaFEolA BAIZHCE 9 (statistically significant).
= oot 7199 ol AR 43 Ao = Yehth 53] 2002'd0] A
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a2 Zew Yeht F4714 7“1“1}3 AE F27I9ESY 45 19980l thiH]
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2 A AR fole] BAE BT, 20004
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ABSTRACT

This paper investigates the empirical relationship between investment and uncertainty
using the firm level data of Korean manufacturing sector. Empirical results show that
uncertainty is negatively correlated with investment only for the post-crisis sample
period. In particular, the negative effect of uncertainty on investment is more significant
for low interest coverage ratio firms, high debt-asset ratio firms and small firms. The
results are consistent with the claim that firms act in a more risk-averse manner after
the financial crisis. This paper also finds a significant sensitivity of investment to cash
flows only for the pre-crisis sample period, suggesting that financial constraint is not

relatively important in explaining low investment after the financial crisis.

== 1991~200342| 7|2tS P2l E4Zzns 2etel7] olF (el 2d
Ligp &% Mzgel 7| XN2E 0|8  Z|mMEo| BTlsiien J|dEdol B
Stol SEAMI FXALe| 2Aof thet & etE(o] 2SS AlAbStL AT ek 2
=5l HEE Alzsiddch d524 2 27| oftols FARRF B35S Al
ot 2eke7| o|=e| T|ZlolMEE 23t of =2 AATE FHE o H|stod
Mo| FXlof| Fek2 olE A2 LiER  2[8f7] o|FollE of2fEh AakaAvt
oo, Eot 2|&el7| ol T[ZHS0AM  LAHEX| ot FAKIZe 51t 2
T MRHAMMo| 2 JIdoM 22t E F8H o] FAlof ojxlE g2 4
Ho| dgfol s FY=JCE of2Et Moz ofatEASS ololstil ULk




ERUY0| X0 DixE I3l Bet ases | 91

= Fgel st} BEAQ A A
3 Xz} 3o
I M & 4% Ao Al wg B

2 @7} ol Qo] Hlste] ri4
2 BUeA RIAGH olfrt obvhe
JB7] olF A9 A A BIPS ZH5) o] R
Aoz Aztetk BAYL V1Yol A

&

4] 3t = i3

FAFR A H2e] =9 FA & wkEe v]go] HIPE of}t AP A
3 FES e HL FAFZ] v 9 Axe] W}l Fo FHxEe EEFHQ
gt S Fdol 7IQlsta gl JigolRR olE ARslske ©l %
ug BAE @A) Asixe & o] W= FHtel vt EF B
SIS AAsF gtk FRolth & mlo] MAAE Abdol] gk AA|1FA o
shalAjo] FExjol] nlehAsR] ko gk APAA of “d(expectation)ol] 7133k Q)
S HHTE o9} £ FAL dukxo  ommg EIMAS =] YME
2 ges 33 3 = AL olfgt oFs H4-3] wPsto} =
2 BAThD 2} of2fdt o] By ojggo] wEth

ASES 7HA7] fEiMe FAER] S mlfol it EgaAo] FrtstH T
A7} Dol BFsta AAR o] AL 7197l FEFE = 7 U o'
ek AdZQ 4L v|g3d Aot -5 (random variable)9] 4Fo] S
e 1991~20039 713t eivet | BlelEkar M = Qdok & ATl
AZGRE A7 ARAE AES A& Leahy and Whited(1996) &2 <+
ol &ate] B FAo HAE 4 o wet B8449S FrHste] 2FH
AR qiye] FoEA B = R e v e A e e
FApo] RAAoR JaFs mAL Q) & FATHACl AR BE AERE B

1) KDL= FA70] mlefol ojgk A0t $5014 71519 7hsAe] lom, ma P28 F5%
oA E7tEEHA BAEhe B E FRA R JF weks hegdol dtkar SHATH KDL AAH
-y, 2004. 2/4). W]=2] The Economic Report of the President(2004)o| A= B8 o] Fxjol] HA =<l o
S uE = S-S tSd) 2o] A Fsla Atk “Increased uncertainty likely also had direct effects on
business decisions about investment and hiring: uncertainty may cause firms to wait until they have more
information before committing to an investment. In this case, firm managers hesitate to respond to a change in
demand”(p.38)
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AN FFSAGT o o, vld) 4B 1A WEu o =l WEE 5
o YE A Fire s e 4 Utk olm AR BAFYYRLe A
Bl B2k ARGE AR mAD B o) dieled BEE RejE 2
oul AHe] FAFAYA] BAE b Ho] BIAYS) Tbt RAS HojA
49 B5P5oluR BA e A4 2 7FsAol A Bk

o] 7ol S EolAl Ha wEpA F ol¢l= WHHZ H7}YZF FExo|&
AR ES A Dot Ao ALY (irreversible investment theory)ol| A= A}
ko] AiHE 714 Y] E5FY & U 9] FAFUAA] A 7HA ] o
= ol T shue= Aol HIgt =F skl @53 St Har wEky B
o] Bt} A2 o 2 WA 4 A= A 49 7t FAE AT UL
Are 2wl 7] wEeths) vk 2 28 ¢ Ak T2 vzt Aol
e AHRH S0l nAE] qrthd AR & ZAH]E(adjustment cost)®] HITHHA
o] FHAIFYALHE ALkE 71 v (asymmetry) O 2 Ql&}] AHEAES Fo]
sHA| Ak 2eju AL 7S] BliE = Aol ST ARY olEws 9
o] AuFoeg Hyg sAEFo=w A mgith W79 E FalolRelMe Tt
318 4= Jobd 7Y =5 e 24 H|-8-9] 22 3hEH]8(sunk cost)2]
FoEHN =FAE HES HIAIT AAE 7HAERE e At o] FolA]
=3l wpeba] 22 SAIYAY L] Al A HEE e 7HEskaL ke o

) olel@ o2 4 ATEE wAl W A2 e 2B mEsh AR /%] AR Shol A
= 3EE 7)Y (representative firm) S AT 2ZH 7|AE 7He] Az TA= 1Hst A gt o]}
© YE S T 71930 A SolAe] FAG9] ko] FRARAIR AT & 9tk
Craine(1989)> CAPM(capital asset pricing model)ol] 7]Z38}] Fxloll thdt F Q4= E required rate of
return)- FA19] T o] FAPA | Jom FApo] P ALETEZE Q9 F]ET] FE4t

oa 2782 Aolgtal F43trh

3) Rothschild and Stiglitz(1970)2] mean preserving spreadS A2+ 4= T}

4) Hartman(1972)2 &21% v]Zje] #F 5 E(expected value of the sum of discounted cash flows)S =t 3}3s}
© 7192 A 7H R Qo] AREY] Mol AR S gt o]o A £l dlad
o] =59 ¥& Megtta 78t

5) "7} Ezlol 2o thk x}4IgH U-8-& Dixit and Pindyck(1994), Caballero(1999) 52 3=

6) Pindyck(1991)> FA17} H1719 41 o] & thad) 22 HS E1 Utk AR, tiFEY AEAEL2 4
dolut 7194e] B4 wet afgt A4S 7HAT Uk AR2Eo] FAA o)A o oH AkgelA]
AREE T QA AR 2Eo] ThE Ak o] HE RS A9 Ao Aiko] slgtsiA "k o EW, E
7oA AREEE AHE2Fo] ARPAIJolA FDEA BAEHC7E ZdE = flvh TS 5L
A4 W] 719 Alolol] AFEA Aibdo] ot striets T 7|l AREES HE7] GA] X
BT 53] Alge] AAAY A9 A 1A stgoz Qlate gk 7]gde] ARAES Fo)al Atk
sitete ALHE 7149 sHEe thE BE V|gdE Fdo] A8 Zlo)7] Wi on| £AE AEA|
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Ao EH  FAEIEo} A% L%L
(market condition)ol] Tt A=
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BAFA L e
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B4 dieiiee Erz}ﬂ ]—,—01;<
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BAATE AR AT 0.5

% 7158 ANSE stol

it} :Lﬁib} Leahy and Whited(1996)
FARY| ENIO ¢ FATA
g BT T4 Alols] &9 A
WAL AR RS AT

Bloom, Bond, and Van Reenen(2001)%=
7} 71949 ST FFRAE &
stel BENYS ZHT F BHUYY
F2ke] #AE AHEUA=H Leahy and
Whited(1996)2} AR ZAFE AUk
£3] Bloom, Bond,
(2001)& E=HdAo] S7skAl HH 719
o FA} 50520 el eIk 3
T "ojm=dria 77433tk Bond and

Cummins(2004) <A B8} 21 A}

rr —1> _&4

and Van Reenen

oldl= &9 ABIATE JaS st

%t} Bond and Cummins(2004)= =34

AL 7z o] BARR ollg} 72+ 7)Y
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-

(professional securities analysts)] oSS
EHE SAsIAtE =, 1Yol ek
A20 A} ARSS T ZARAE
o 27 Qe Aolsh wol WYFSS
B340] Z7hhe Aoz AAEn
E£718 wkk & Leahy and Whited
(1996)9+= €] Bond and Cummins(2004)

8) 3+ Leahy and Whited(1996)= 2+ 7] F5J g3 AAZEZ
o= 23k Ao] Exjol] Go)et 93 g 2] Bale AoZ Ruska ok

E;}./\l s _ﬁ_;ﬂ O}ﬁ_o_ 74

Eey0l Sxiol ixs FYol B3t 452N | 95
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slof Yepta ol g FAo tig
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AT A @hd 24w
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aAdo] goll that A2 3Eke %2
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A9 gEisZe A 537k 94
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A 4 S I
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#7149 2 6d o]
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U 22 FARES 44T & Stk

([/K)it: pi + py + aqy + BOF, +
Yo+ €y (3-1)

ol (I/K)y= 719 i ol t71¢] 54
9} t—17] @] AEAEQ] H|go|al,
g = t7] AR ERLY goltk oy

A dejigol|, CF, < 7]
o] FF5ES WeHThID 9 =
7y 719a K firm  effect)$} A|Zta s}
(time effect) S UERNE= Tin|HSolTh
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1991 ~2003 1991 ~97 1999 ~2003

UK 0.165 0.216 0.078

(0.619) (0.734) (0.428)

0.850 0.919 0.777

1 (0.392) (0.305) (0.455)

. 2.097 2.148 2.078

(0.983) (0.639) (1313)

CF/K 0.269 0.344 0.183

(0.820) (0.731) (0.889)

() e wZuER
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2 FAZ Qg o] B} & ZlolEE 7} VIRPEE o|xR/dH &l wl WS
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(2> O|RZYHiEE ZFet 2 He9 7|7HE

1991 ~2003 1991~97 1999~2003

High Low High Low High Low

UK 0.202 0.127 0.242 0.189 0.125 0.031
(0.513) (0.710) (0.551) (0.880) (0.433) (0.418)

0.837 0.862 0.941 0.899 0.720 0.831
1 (0.350) (0.427) (0.292) (0.314) (0.339) (0.539)

- 1.863 2318 2.060 2228 1.675 2.467
(0.548) (1.221) (0.556) (0.698) (0.494) (1.687)

CF/K 0.424 0.113 0.436 0.251 0.404 -0.037
(0.567) (0.987) (0.503) (0.894) (0.654) (1.028)
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A5 AuEgt. FAYHS wgas
T 8(fixed effect model)E OLSE A
of FFeRoH FHATY FIE
Huber-White 2] _T_LL—ZI‘S).XHI'ObUSt standard
error) & ©]-8-3t] AFSIATHY) AFE
Aol 2HS %@’N’HQ sl oy
st Al felsHl A7 A

He o ok wd F7hE o] 2594t

7} B3-S AA-E) ket 91
AG7t FoetA FHETHA B4 0]
Ao FEFE mRGaL NS = s
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<3 3>9] B2 [ole AATES U
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& F4AI= Leahy and Whited(1996)<}
£ 7}o]3t ¥kA Bond and Cummins(2004)
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<3 3>9 2 oAM= 4 (3- 2)01] 1
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Aol = &S T4 237t AA
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(E 3 FAO| gt ==4de 21k A EE

2] 28 11 E¥ 1+ 2311

Ry 0.085 0.025 0.111 -0.143 -0.076 -0.144
(0.55) (0.14) (-0.45) (-0.60) (-0.30) (-0.54)
q 0.350 0.306* 0.511 0.460* 0.497 0.460*
(1.58) (1.84) (1.62) (1.89) (1.56) (1.81)

o -0.076%* -0.058%* -0.020 0.000
(-2.08) (-2.40) (-1.29) (0.02)

gxo -0.048* -0.043%+ -0.041 -0.043
(-1.68) (-1.96) (-1.40) (-1.58)

CF/K 0.214 0.216 0.216
(1.37) (1.41) (1.40)

R? 0.124 0.176 0.132 0.185 0.132 0.185

F EA% 14.94 12.67 14.87 12.30 13.82 11.56
#A=x) & 4,562 4,539 4,562 4,539 4,562 4,539
719 & 417 416 417 416 417 416

T () g K e A 10%, 5%, 1% FEIM FAHCE FAFgE vl
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(E 4 FXo| tigr =g g1t J|7HE 24

1991~97 1999 ~2003
281 28 1 28] 281
Aty -0.553% -0.544%%* 0.075 -0.040
(-3.15) (-3.46) (1.32) (-0.88)
q 0.476%%* 0.555%* 0.163%** 0.289%**
(4.23) (4.02) (2.92) (4.78)
o 0.005 -0.023%*
(0.16) (-2.28)
gxo -0.053 -0.022%%x*
(-1.51) (-5.28)
CF/K 1,198 1.196%+ -0.025 -0.022
(5.44) (5.49) (-0.94) (-0.84)
R? 0.590 0.591 0.221 0.231
F EA% 5.85 5.71 12.17 14.01
#A=x) ¢ 2,218 2218 1,948 1,948
719 & 358 358 415 415
T () g K s A 10%, 5%, 1% FEIM FAHCE FFgE vl
B3k ol tist Al felidol 9 Aol Fxpol| UM AFE HAH-staAl st
o71E HATRE st dEite AF + A8 fo] IS BS =84
A= SElve) A Al2PE-E Aol Bslal FAE AdsiS &
FAAgo] QE97E AFZ sl A At &, 2= QF FAE A
33 o2 82l o3l FIS Dok ZI8H =W b2 7]1go] AlS A4t
S Ak ok 9JF9] 7] o] A= 7] AU e A2 7]ge] Al JYE
Ao HAGHE 7} dF3] FAHoINY T OE f3o] EAlshA "ok 28k 7]
FAZ Aol dig aHET=E FHQ ool B2 7IgEe] oldHg IAH
WEE Qst FA) o|FARE Ths H|-g-o] EX5 A7|gozN IS 5 3
Ao] it} o E 51, EFaAlo] =7} = o o Auidez Acka st
Sl B FAE F4 WA A2l AL TksAe) Yor bEk B4t 2
Aol e Aol = B35k, o 7] Shal Aol WES-E1A] e9kS 4 Stk gt
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1999 ~2003
High

-0.091

Low

-0.080
(-1.43)

High

0.137**

0.065

—
\

-0.887%%+
(-3.97)

(-0.73)
0.360%%*

(2.35)
-0.015%

td
ot

(0.37)
0.059
(0.53)

0.008
(0.12)

i

o
5

0.535%%
(2.96)
0.

0.734%**
(4.41)
0.025

(0.55)
1.288%#%

(7.65)
0.741
8.4

350
1,1

2.64

(3.87)

-0.029
(-0.66)
0.065

(1.36)
0.414

3
64
275

6.29
943

(-1.67)

-0.057
(-1.46)

0.303
3.79

1,00
3

307

5
17

-0.148%**

1,054
282

-0.118

L0782 %+
(-4.45)

-0.143%
(-1.67)
0.385%%*
(2.62)

(-2.63)
0.220%%*
(2.89)
-0.013%%*

(-0.83)

0.020
(0.14)
0.021
(0.36)
0.535%%*
(2.98)
0.351

0.747%%*
(3.99)
-0.015
(-0.31)
1.288%**
(7.64)
0.741

-0.014
(-0.27)

0.065
(1.36)
0.413
5.98
943

(-3.00)
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1,005
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ARG Eo] =2 79T w2 714
A g2 F49 A= 2 d55F
of thek Aol FAH Fold2 oA R
ufEol wet Zpolido] AR okgk
ok 2l2k9)7] o]xe] 7|Ztel A

o]xe] -, o|AE A& o] B 7Y
79 dgsEl e At ok 2
FRHAGE FHolth. o|AE S
e 7)do] F-8A %HKfinancial con-
straint)2] HE=7} B} 48k 7|HFoleka &
T Joeuz o]efdt FAHZAI= Fazzar,
Hubbard, and Petersen(1988, 2000)2] =%
¥ ®mo H3ty= dyeta @ 4 Qo
T2y Kaplan and Zingales(1997, 2000)
o]%9] @& Ao HIF dFEE
gk Al FAA fFoldol a8A%k
o ZA7} Acka StiekE FAA
=719} FgAke] HEsb wheA] B
sl pEthe 2770 AN
weba] o]zt E gHlEo] B 7|1 E
Al dgEgl uig Agrt 2A F35

23) Q] FZH(outlier) 2] FEFE wiAStL FH3) Hokor}t G Axfe] A Ao Y-S =
S0, 938)7] o]F 9 7ts olxfr dulEe] v VdTE FelA 7 W] sk
< BataAd ik AFE 00167 2.07), FFEE0] 3t AFE -0.084(t7S

sk o2
s%g Ao A
132)2 77 2

AL st o5 7Ifie] FAAlES &
gate o Qo] B} w2 7|3H8-& A
Bty g = gich
ojAt R FH] &) 7194 AFADAEE
Yl x4 Axel7|e shd A
A= 7199 AFARGE o 7HA A
HE AMSH TP R Fotste A
o] Bt} upgZlslt). ool me} o] AR Y
Hl& oizle] AFAREE Ve 5
T E OE AREEA 7199 FAHES
ARESt 7199S st A7be] aF
o tiate] EZ4Ao]l Tt HAE o
s FAAT F, A4 7199 A
&5 AHESEY 719S T lY aEe=
e 5 28k9)7] o]x o9 7|3t
o el FAfjrIEo] 2 79T e 7]
del FAE FHsAeH 1 Ay
T <3 6> A= Utk <F 6> F
FANE AHEY, o)A R guE g4l
o FAjHlE&-S ARE-siElet e 38247
AAR] Aol= Gl AoE YEith &
Gl tigk A7t 9897 o] F-<]
N7 FAjnlgo] we 7|dolMT B
AH SR frolalA FAE I o] <3 5>
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SXjol nIXE Feo) pet 4EEM | T77
CH 6> S0 chet S=H44ol 2af faiH|g0 OE I8E 24
1991~97 1999 ~2003
High Low High Low
<723 >
A}55) -0.638%** -0.199 0.115 -0.150%**
(-3.22) (-1.05) (1.43) (-2.94)
q 0.589%* 0.162* 0.095 0,257
(4.99) (1.84) (1.17) (4.67)
o -0.033 0.030 -0.026%* 0.016
(-0.73) (0.66) (-2.20) (0.84)
CF/K 1.348%** 0.305%** -0.031 0.018
(9.81) (3.14) (-1.05) (0.61)
R? 0.778 0.447 0.505 0.297
F SA% 12.63 2.29 4.13 8.16
#=x) & 1,073 1,145 977 971
719 & 234 255 281 279
<23 1>
A48} -0.636%%* -0.147 -0.052* 01204
(-4.10) (-1.33) (-0.57) (-3.35)
q 0.660%** 0.081 0.268%* 0.193%*
(5.03) (0.77) (2.34) (2.11)
gXo -0.061 0.041 0,021 %% 0.035
(-1.46) (1.03) (-3.06) (0.82)
CF/K 1.351 %+ 0.304% -0.031 0.020
(9.86) (3.17) (-1.08) (0.64)
R? 0.779 0.448 0.513 0.297
F ZA% 12.93 2.26 5.32 8.20
#H=X] 4 1,073 1,145 977 971
714 2= 234 255 281 279
ZF: Highe FAH&0] =& 7|3, Lowe FAH]&o] ¥ 7|gS 2v]
() QR tgh *, % kil ZhZ) (0%, 5%, 1% SFold EAHoZ Folg

< vl
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SSHIH0| Exjo| 0IXE oo et AERM |
CB 7> FX0f ofet 2244l 2if: 7|¥+20 OE O8E &4
1991~97 1999 ~2003
Large Small Large Small
<723 >
A}55) -0.151 -1.106%** -0.153%%% 0.098
(-1.01) (-3.34) (-2.75) (1.39)
q 0.341%* 0.460%* 0.274%%* 0.137*
(2.55) (2.10) (4.01) (1.90)
o -0.022 0.111 -0.016 -0.017
(-0.56) (1.43) (-1.25) (-1.40)
CF/K 0.430%* 1.458%%% 0.063%* -0.049
(2.65) (12.10) (1.91) (-1.46)
R? 0.242 0.858 0.257 0.231
F SA% 3.95 26.19 9.17 423
#=x) & 1,691 523 1,231 714
719 291 118 288 175
<23 >
53k -0.194* -0.534%* -0.188% 0.006
(-1.70) (-2.43) (-3.74) (0.08)
q 0.378%%* 0.460* 0.32]%%* 0.233%*
(2.65) (1.76) (4.00) (2.31)
gXo -0.017 0.001 -0.020 -0.015%x
(-0.38) (0.01) (-1.35) (-2.75)
CF/K 0.43]%%* 1.448% 0.063* -0.046
(2.67) (11.53) (1.91) (-1.40)
R? 0.242 0.857 0.258 0.236
F A% 3.81 25.28 9.05 4.98
#A=R 5 1,691 523 1,231 714
714 4= 291 118 288 175
F Large® T99 5 30020 o 1%, Small& FF¢ 4= 30020 oI5t 71H4E 2wl
QRS gk *, #x wkxl= Z}7} 10%, 5%, 1% SFZo)A BEAHCZ 988 o]
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AEE AR wdsta s 74 FE 710 tigk CRwsEE on|git
o] &R FRAHNE Tt Bl FAbl

o el EXo M= HAEES 7]t A FEFs AHEA AWz oR o
wet E2 AFAHAEES Yele W UGS o] &ate] HARES T35
o e} FES EFS T 2l st e BES BRet A% 499k 4
EgAge] F3FE FEsch 11 Ao IA 24 das ¢ F Uk
ole} fAISE o7 7|7F 9 A 2y 13 23 11 BrolA &gke)7] o]+
doll thet trHgE A8e & ol o] 717t o|ARAGu &) B 7|
ousa 2 Ou|waese) 242k A e iRl Dy s 28427435 YE
= #3F wx}8K(interaction term)= F73 s W) F3 wxisle] ALon &
2ol Z3Fete] HARES oz = AROE Folg 59 AF7t FAHHIU
s AL Utk T BxEe] # o eRRRRAR 98e]7] o]Fe] 73t
27} AfE 7 sdsitta 78skd FAfRlEo] #2 7l g Hrws
ojg]gt WHe] B} nighAd Aow A %1 Dy 0] F3tdzl Zf-olvt B o
Z}Het At AR S mAe FoR

<3 8>ollAe HrTE ARSst A FAEJT T 2J3H917] o]Hell=
AFES FH Ayt AXE A vo5go] e AFe FoetA FH=
025 Dy 2 D= 9J3k9]7] o)A o] o] S BRIt FAT Bk d#
ARGE(EE FAEE)o] A4 =% Ae AL Atk gvk 27 o
A 71gell tigk trjiaet Wokd 719 %9 717t T AF-AHAZo] T2 A5
o thet CrHTE YERdTh mRzEA| < dasgd tgt ATt Foskl 5
2 Dy B Dy 23917 o|F-9 7|3t BE e FES st 43 A5
o o] oA R FHIE(EE FAHE)0] o t& FHolztar & + Utk

247k =9k 714l theh Hraese) v

ER0 AESHAT olRA S, BAE 2L YA 5 5 “EE! 3
sjo] 248 Bgkor} B304 L AFEE0l U Al FAX frolyel WX wslE o)
ZAT, AT UGS <HIE >0 Lkt glek B4, 2 AT Mg Y Qi F4 59
o EERAE F7he] QY WESe] g Alde] YL A AR AL} opd 4 ek 53] 1998
2 olF old] e AFEo] 3%

5]
olel whe} AR o E tiAl F3b g xEH
AR Ao} AAQN AolH& HskA] ik
25) <3t 8ol YEht A BARE Zzke] Heia Ae F44
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g0 FX0f [|xE Feo

s azey | 115

CH 8 S0 chet S=H4dol 21 Ho|H,-E ALEsH E$
O| A E A& B3
231 231 238 ] 28 1
et 0.058 -0.030 -0.062 -0.076
(0.57) (-0.46) (-0.66) (-1.26)
qgx Dy, 0.088 0.150 0.631 %%+ 0.760%%*
(1.31) (1.53) (4.39) (3.84)
qx Dy, 0.630%** 0.719%* 0.170%* 0.184%
(4.65) (3.97) (2.84) (2.15)
qx Dy, 0.173%+ 0.206* 0.094%* 0.168**
(2.76) (1.82) (1.69) (2.00)
qx Dy, 0.089% 0.142%* 0.149%* 0.130%
(2.04) (2.42) (3.69) (1.68)
(qx)o X Dy, -0.045 -0.031 -0.057%* -0.065%*
(-1.44) (-1.22) (-2.09) (-2.01)
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ABSTRACT

Using Korean houschold data, this paper examines how consumption of durable
goods is determined. Previous studies report that the standard Permanent Income
Hypothesis (PIH), while being broadly consistent with non-durable goods consumption,
provides little explanation for durable goods consumption. In this paper, we consider
the (S, s) model as an alternative to the standard PIH. The (S, s) model predicts that,
because of fixed adjustment costs, consumers make no adjustment to the durable goods
stock until deviation from the optimal level becomes large. When the adjustments are
made, the durable goods stock attains the optimal level. In order to test this prediction,
we examine the intra-temporal relationship between non-durable goods and durable
goods consumption and intertemporal changes in durable goods consumption, using data
from the Korean Household Panel Study. The results show that, while the standard PIH
is rejected by the data, the (S, s) model is not.
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0.942

7]

0.755

0.658
(0.018)

log K, 0.934
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0.027

dlog Y,_;
(0.012)

0.909
(0.007)

0.014
(0.015)

(0.007)
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= a0 j=1 a6 T
log C, 0.361 0.435 0.350 0.333 0313
(0.034) (0.067) (0.037) (0.094) (0.040)
dlog Y, -0.031 0.033 -0.037 0.011 -0.097
(0.028) (0.055) (0.032) (0.087) (0.034)
H=x] 4,683 1,232 3,451 272 2,447
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S5 gk, FIYH: OLS
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} A 7] 24 | A 7 23 F
A 15 ZA 8 o ZA =
GA AR A ET T o) 2 v e 37 29 7
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#=A 4 3,705 1,020 2,685 173 1,980
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ABSTRACT

This paper intends to provide information about whichgroups should receive particular
attention from policies aimed at raising participation and employment. A detailed portrait of
the diversity of non-employment is presented with description of the extent the
under-represented groups stayed in situations of labor inactivity. Also, once in employment,
how these groups move from one sector to another is a main interest in the analysis.

Using longitudinal data (1998-2002) constructed from 'the economically active
population survey', I followed individuals over a five-year period and analyzed how
frequently inactive persons enter the labor market and how they change industries and

statuses.
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E 1) BHesErEn

AYUE F4(1998~2002H)

(991 %)

ol s ARG AAE
1998 | 1999 | 2000 | 2001 | 2002 | 1998 | 1999 | 2000 | 2001 | 2002
A A 66.8 | 663 | 665 | 664 | 66.6 | 6.5 5.7 34 3.0 2.4

R 83.3 | 82.0 | 81.1 | 80.7
o 522 | 526 | 537 | 53.8

20~54A] 722 | 719 | 724 | 728
55~64A 66.0 | 655 | 642 | 643
654 o7 | 320 | 332 | 343 | 344

= mgk 61.8 | 614 | 614 | 60.4
A& 25| 659 | 658 | 662 | 666
& ol 792 | 779 | 774 | 717

80.5 7.5 6.7 4.0 35 2.8
54.4 5.1 45 2.6 24 1.9

73.3 73 6.4 39 34 29
64.4 3.7 4.0 1.9 1.9 13
352 1.2 0.7 0.3 0.3 0.3

59.6 5.1 42 23 2.0 1.3
67.3 7.1 7.1 4.0 35 3.0
78.2 6.5 5.7 3.8 3.7 3.1

T 1) BALFRJATEAL 4 A% 68 AR F 204 o 7S dFeE IRt Ak
2) AZ 4= 199849 63,0697, 19993 63,4007, 20003 63,1727, 20013 62,8197, 20023 61,5563.
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CH 2> NF 284 ZMgstls, 4YE F0|
(&91: %)
ARG AAE
A+1E
1998 | 1999 | 2000 | 2001 | 2002 | 1998 | 1999 | 2000 | 2001 | 2002
20~544)
g & 88.5 | 875 | 871 | 868 | 868 | 82 72 4.4 3.9 32
o =z} 570 | 573 | 58.8 | 59.5 | 60.7 6.0 53 3.1 28 24
55~544]
g & 793 | 77.1 | 745 | 749 | 760 | 52 5.7 3.0 2.7 1.9
o =z} 541 | 551 | 549 | 3547 | 53.8 1.8 1.9 0.7 1.0 0.6
654 o)
g & 444 | 447 | 444 | 452 | 463 1.9 0.7 0.5 06 | 04
o = 248 | 265 | 284 | 278 | 283 | 05 0.7 0.1 0.1 0.1
1E v
g & 784 | 767 | 758 | 749 | 740 | 73 5.9 34 3.0 1.9
o 2 524 | 527 | 534 | 523 | 516 | 33 2.8 1.5 12 0.9
aE-tiet F
g & 824 | 816 | 81.0 | 803 | 803 | 83 7.7 43 3.7 33
o 2 488 | 492 | 505 | 52.0 | 53.6 | 6.6 6.2 35 3.1 2.5
& ol
g & 91.1 | 893 | 877 | 883 | 885 | 64 5.8 3.9 3.7 3.0
o 2 613 | 612 | 627 | 629 | 642 | 68 54 35 3.6 33
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(B 3 dHEsdH 0159(1998~2002H)

A H F(%)
’est
S Ui F 3,766 18.0
59 U p 17 0.1
59 Wdl o 2,818 135
il 1,026 4.9
2~5% 5,725 27.4
6~10% 3,976 19.0
11~159H 2,234 10.7
16~20H 1,008 4.8
219 o] 346 1.6
3 A 20,916 100.0
HAEg A4y 5
0 7,219 34.5
1 6,432 30.8
2~5H 6,492 31.0
6 o] 773 3.7
g A 20,916 100.0
A B -
0H 17,362 83.0
il 1,882 9.0
2~5% 1,545 7.4
6% o] 127 0.6
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20~54A] |654) 0]/ | 20~54A] | 55~64A] |65A4] o3| LE WTHE o] E v ISUiE FH U E o]

e st

sd Wl F 344 3.0 12,5 54 1.4 16.2 356 9.5 10.8 10.9
59 Hd p 0.0 28.5 0.1 0.2 0.1 0.1 0.1 0.1 02 02
53 o 1.4 174 233 39.8 7.1 19.3 225 24.5
1H 3.7 4.0 6.2 3.6 22 3.7 4.8 3.9 6.9 8.5
2~51 30.8 16.8 29.9 19.8 16.7 225 344 23.1 31.6 315
6~101H 16.2 229 19.5 21.9 17.7 242 132 21.8 18.0 13.5
11~159 8.1 173 9.1 16.0 14.1 15.6 8.1 14.0 6.7 62
16~20 36 58 4.1 7.7 6.7 73 34 6.6 2.6 44
219 o) 1.9 1.8 12 2.3 12 3.4 0.7 1.9 0.8 0.3
o A 100.0 100.0 | 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0




B HO| A%

(T %)
A A A A8 A A ] F A | F A oq 4 o 4 o 4
20~54A1] |654] ©]°F|20~544 | 55~644 |65A4] o]¢ F wINH UIE ol | 1E AN | ISUETE | UIE o)
H 738 A8
0 594 22.0 224 15.8 6.5 432 58.1 19.9 18.3 217
1A 20.1 453 34.0 36.6 50.0 26.9 25 33.6 39.0 424
2~5 18.5 31.0 38.7 45 38.1 26.8 16.8 41.0 38.6 314
61 o 2.0 1.8 49 5.1 5.4 3.1 2.6 5.5 42 4.6
3 A 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
R G
0 762 97.3 813 93.7 98.9 83.1 833 89.4 79.6 80.9
1 12.1 1.7 10.3 4.0 0.7 7.4 9.4 6.1 11.1 10.9
2~5H 10.5 1.1 8.0 2.1 0.4 8.3 7.0 43 8.9 8.1
6% o] 1.2 04 02 1.2 0.4 02 0.5 0.1
& A 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
B 6,900 1,023 7,764 | 2,020 1,117 3,958 1,913 6,320 3,602 979

F F, P, O ZHZF F 36417 o) =%, 5 36413 vRt %, ¥ AAEES 7R,
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(E 5 03 ofF Hstet X|£7|2t

(2 %)
\Eug A o:] Ag o:] /g 04 2 1B S 1A] 04 ] oq /g o:] 2
@i'ﬂ = o o | =2e} = o o o
20~ | 654 | 20~ | 55~ | 654 | 2E | BFE | 1= | 1 | DS
20916 544 | ol | 544 | 644l | o | WY | o) | mIRE |tiEkEE | o)
(20,916) (6,900) | (1,023) | (7,764) | (2,020) | (1,117) | (3,958) | (1,913) | (6,320) | (3,602) | (979)
HFHGAR] Hol

A 640| 394| 758| 765| 83.0| 927| 561| 346| 795 81.5| 708
2 mHAAA 135 14| 285 174| 233| 398 7.1 471 193 25| 244
HHYE H 309 94| 447| 416| 45| 652| 189| 132] 415 497| 456
leﬁ 33;} j% 48| 285 27 44 36| 23 8.0 74 4.1 36| 29
A R = e B O e O P - T T < T e s O B
A 20~ | 654 | 20~ | 55~ | 654 | AZ= | OIE | 1= | 1Z~ | =
6329 544 | ol | 54Al | 64Al | o1 | WIRE | ol | wIRE (el | o)
(6329) (735) | (389) | (3454)| (776) | (624) | (613) | (221) | (2,368) | (2,007) | (479)
jﬁg@ﬁ%g‘; 14.6 93| 13.0| 166| 146| 148 8.1 97| 143 17.6| 193
53 Wl HY 555| 87.1| 252| 608| 394| 287| 545| 593| 486 59.5] 50.1
i?ﬁ;ljo‘jfﬁq 80.7| 73.6| 91.8| 79.6| 879| 92.7| 87.1| 702| 884 717| 615
£ OEA AN (A9 olF Aol Al wlg, A HAAE
A(turnover) T} A& (persistence) T2 < YT Fojth FollA vHFEH I
welFd|, 93] A% ofn] AR £ e Alke] Hlgo] s i w0l
|7} EAEE7 ol 101] SUEly %Xﬂﬂlﬂﬂ ARG A 4882 YeRg=T, sYg
oltold & gl & te el 7 Hlgo] el A4 22m), o] 5.10)
AL dolElzk ARSE W, o7 INE € Q) Z1& 1#EHH(0ECD[2003), HH -
3 wolelt ARG Seldete] 3 mIAY 2kel £A90] FHug k)
W7 $5¢ dgHor Aveke R o] o, wEGEd 2e ol Ao B

o) iS deine AFFol e SENY 2 BH)

ol mAR IS Q17 A el OFHEE 2 WA} dehdg, ge
AT ko] W7k o] FOIAA @w 2zt Ul B¢ 1gE] e 1FAA o
o] o] nA = o] JThA, WFH A JH F(turnover) HlE-o] BA el = A
£ AR Al mg, A HH o] mH A, Selvele) B¢
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I Always non-employed
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(4.0) (26 Kmgdom 29y (260 200 (18

{3.2]

Ay 21y 20 (22} Slales
510

F () &Y FAE G WY HFHGEEAY el gk 597 RARES AP I vl
Z}&: European Community Household Panel(1994~1998), PSID(1993~1997). OECD Employment Outlook 200301
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ABSTRACT

This paper analyzes a mechanism through which product market competition
affects allocation of the managerial efforts. There are two types of firms, incumbents
and entrants. Each incumbent firm delegates its control to a manager and cannot
observe the manager's total effort. The managers of incumbent firms allocate their
effort to two different activities: cost reduction (productive effort) and rent protection
(unproductive effort). An increase in competition, measured by the number of
incumbent firms, has two effects: an "output effect" which decreases the managerial
incentive for productive effort, and an ‘"effort substitution effect" that makes
managers exert more productive effort and less unproductive effort. This paper
identifies the conditions under which product market competition lowers the cost of
providing incentives for productive effort and hence, to the conclusion that increased
competition leads to increased efficiency.
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A AGIN AR AR, B AWH welo) 2a AWHQ =g
o A% 7)gel 47} A4 =l 29} o] WE &84 37, 19
2 o gol S b AEFLHAG e bl whE g Joie
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CH 1> EMYS HH|IE =%
(T$1: %)
er ton miles 0.05 0.1 0.2 0.3 0.4 0.5
0~0.05
A= ~0.1 ~0.2 ~0.3 ~04 ~0.5 ~0.6
1977 22.6 9.4 18.9 9.4 15.1 5.7 3.8
1983 472 28.3 9.4 5.7 1.9 5.7 -

Z}&: Viscusi, Vernon, and Harrington(1992).
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2 R ZHlo] og x| e Workers of America v. Pennington A}7128)
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28) T Aol #3E ApM|SE 8-S Breit and Elzinga(1989)% %%35}e}
29) o] WEle WA 545 7]’*‘ 259 A7z GuEo] AEHTE o £, o' 7o) &%S
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ABSTRACT

This paper investigates the effectiveness of economic policy on the stock market in
Korea around foreign currency crisis and stock market opening. For this purpose, the paper
applied SUR technique to a set of monthly data over the period 1982.01 to 2004.12. The
study finds the following results. First, for the entire sample period, Korean stock market
appears to have effectively incorporated all of the past information about fiscal policy
moves. However, the paper finds an evidence that some of the past monetary actions have
significant impacts upon current stock returns implying that the information about past
monetary moves has been overlooked. Second, there is an evidence to suggest that, after
foreign currency crisis, the macro economic policy actions may influence stock market in a
different way. In particular, after foreign currency crisis, monetary policy influences stock
market in a more delayed pattern while past fiscal policy moves are well incorporated into
current stock returns. Third, before stock market opening to foreign investors, some of the
past economic policy actions have significant effects on current stock returns. On the
contrary, after stock market opening, none of the past macro economic information has
significant impact upon current stock returns. The results imply that stock market opening
may contribute to the active utilization of economic information for market participants in

Korea.
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. Introduction

The policy effectiveness proposition of the new classical macroeconomics
theory is well known. Under the hypothesis of rational expectations, past
information should not influence the real output. Although most of the empirical
research in this area has been primarily concerned with the real output, the
attention to the stock market has rapidly increased in recent years (e.g., Darrat
(1988), and Ali and Hasan(1993), Groenewold and Kang (1993), Kawakatsu and
Morey (1999), Wu(2001)). Unfortunately, relatively little attention, if any, has
been devoted to the effectiveness of economic policy on the stock market in Korea.
Analysis of the Korean stock market is useful in terms of offering useful
implications to the financial market policy of the Korean government. From the
early 1980s, as a first step toward to the market mechanism based economy,
Korean government has implemented wide ranges of deregulation policies to
promote competition, liberalization and internationalization in the financial
market, and the issue of deregulation still remains a high priority for government
since the country experienced foreign currency crisis in late 1990’s. Therefore, it
will be appropriate to examine the effectiveness of economic policy on the stock
market in Korea during this period.

The aim of this paper is to investigate the effectiveness of macro economic
policy move on the stock market in Korea around foreign currency crisis and stock
market opening. Unlike the previous works, this paper employs a seemingly
unrelated regression (SUR) approach. A conventional approach is to use a two-
step procedure where the movement in the macro-economic variable (i.e., money
growth) is estimated by ordinary least squares (OLS) over the sample period, and
the residuals from this regression are then used as the unexpected macro shocks.
Then a test is performed to see whether stock price movements are influenced by
the past economic information. This two-step OLS technique yields inefficient
parameter estimates because not all of the information available in the description
of the system of equations is used in the estimation procedure. An alternative
source of inefficiency arises because two-step OLS estimation does not account for
the fact that error terms across equations are likely to be correlated. The problem of
loss of efficiency can be resolved by using a SUR method which allows for
different error variances in each equation and for correlation of these errors across.
Unlike the two-step OLS method, the SUR method used in this paper is a system
method, where all the equations of the structural model are estimated by
maximizing the likelihood function subject to restrictions on all the parameters in
the model. The advantage of using the SUR method is that SUR estimates is
unbiased as well as (asymptotically) efficient.l Another important aspect of this
study is the use of monthly data for a period ranging from January 1982 to
December 2004. During this period, the Korean stock market has experienced
various government deregulation policies and, as a result of the government
measures it has expanded very rapidly. For instance, the total market value of

1 For a general discussion of OLS estimation problem, see Oxley and McAleer (1993).



242 | / 2005.

shares listed in the Korean Stock Exchange has increased by almost 2000% during
this period. The ratio of the market value to the nation's GNP increased to 53 %
in 2004 from 5.9% in 1982. Therefore, this period provides an interesting research
case whether the remarkable financial market expansion and government
deregulations experienced during this period was accompanied by a
corresponding macro economic policy. In addition, quarterly or a yearly period
used in previous works is a fairly long time, particularly when one is analyzing the
stock market where the stock prices are determined on a daily basis. The
extended quarterly period stock returns is more likely to be contaminated by the
other information besides the shock in the macro policy while this contamination
will be much less for the monthly data used in this paper.

The paper is organized as follows. The following section provides a
framework for testing the policy effectiveness. Section 3 reports the results.
Section 4 provides concluding remarks.

. Model and Methodology

By assuming that the stock return follows a fair game model, we describe one-
period return to an asset, R; at time t, as the sum of two components, the expected
return at previous period t-1,

E(Rt | ®+1), and an unexpected or “abnormal” component, Z..

Ry = E(Rt I (Dt.1)+ Zt (1)

where ®¢; denotes the set of information available to agents at time t-1. If the
stock return is independent of past information, it must be true that

E(Zt I q)t-l) =0 (2)

Equation (2) indicates that the excess return sequence {Z:} is a fair game with
respect to the information sequence {®¢1}. The set of information, @1, available
to investors at time t-1 would contain publicly available information. According to
the rational expectation hypothesis, the abnormal return, Zt, is independent of all
past information since this news would already have been incorporated into share
prices in past periods. To test the effectiveness of the economic policy on stock
market, following regression equation is implemented.

n n n n
R-ERIG D 2 AEMY + 2 AN 7 2 OEF S O

Where n denotes the lags on the expected policy and the policy shock, E(M) and
E(F) refer to the anticipated monetary policy and the anticipated fiscal policy
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respectively, UM is the monetary shock, and UF denotes the fiscal shock.2 The
null hypothesis is then

Ho: B s=0,y s=0,0 <=0,0 <=0, s=1,2,..n

This formulation of the model highlights three problems which must be solved
before testing can be implemented. First E(Rt |d>t_1) must be measured; second

expectation errors, UM and UF, must be estimated; finally, the variables to be used
to forecast the economic policy should be specified.

As to the first problem, the measurement of the expected equilibrium return,
two commonly used alternatives were experimented with. The first was to assume
E(Rt |th-1) to be a constant, C, and the second is to assume that E(Rt |d>t_1) is

equal to the sum of a risk premium, Ry, and a constant risk premium.3 Since both
approaches will produce the similar results in estimating regression coefficients,
this study follows the first approach for simplicity. The second problem in the
implementation of the testing procedure identified above, the generation of the
expectation errors, was resolved by using an approach relatively common in the
rational expectations literature, in which forecasting equations are estimated, the
residuals from which are used to represent the expectation errors. The final
question concerns the choice of variables in forecasting equations. Economic
theory might not be very valuable in generating an accurate model of expectations
formation because it is difficult on theoretical grounds to exclude any piece of
information available at time t-1 as a useful predictor of a policy variable. The
choice of the macro-economic variables in forecasting equation is generally made
in an ad hoc way, determined as much by data availability as by theoretical
considerations. The following two equations are constructed to forecast both
monetary policy and fiscal policy.
Expectation of monetary policy is measured by;

km
Mi=Z Z B isXits + Ut (4)

i=1s=1
Expectation of fiscal policy is measured by;

km
Fe=% 2 WiXits + Wi (5)

i=1s=1

20n purely theoretical grounds (e.g., Tobin (1969)), both monetary and fiscal policy could have
important effects on the returns of assets, including equities. In his well-known general equilibrium
model of the financial sector, Tobin emphasized stock returns as an important link between the real and
financial sides of an economy. In that model, Tobin demonstrated how stock returns may respond to
changes in the monetary and fiscal policy variables of the model. Tobin’s theoretical analysis, when
consistently applied, suggests that both money growth and budget deficits may have significant impacts
upon stock returns.

3For examples of the first approach see Fama (1976) and Sargent (1976); for the second see Sharpe
(1983).



244 | / 2005.

where X is the vector of variables employed for predicting monetary and fiscal
policies, and u; and w; are white noises. The variables included in vector X are as
the following.

F : Fiscal policy (Deficit/GDP)
M : Monetary policy (M2)

U :Unemployment rate,

CPI: Consumer price index

I :Interestrate,

EXCH : Exchange rate,

Since GDP is only available on quarterlty basis, it is converted into monthly data
by using SAS PROC EXPAND procedure.

Every variable is expressed by the rate of change except fiscal policy and
interest rate. Fiscal policy is measured by the difference of budget deficit /GDP,
and interest rate is measured by the difference of government bond yield. Inflation
is measured by the monthly growth rate in consumer price index. This particular
list of variables was chosen because it contains readily available information which
many researchers have cited as being of potential use in explaining policy
responses (i.e., Glick and Hutchison (1990)). The lag distributions of policy
forecasting model and return equation are restricted to 3 to conserve degrees of
freedom.

. The Results

This study employs monthly data over the 1982-2004 period. All variables are
obtained from the Korea Bank Database.  The first step is to specify the variables
in the monetary policy equation (4) and fiscal policy equation (5). Second step is
to jointly estimate equation (3), (4), and (5), imposing the cross-equation rationality
in equation (3). In simultaneous systems of equations, endogenous variables are
determined jointly rather than sequentially. Estimation of the model involves
joint estimation of equation (3), (4), and (5) as a system using SUR. Table 1
reports the results of SUR estimates. Approximately 26.88% of the variance in
stock return is accounted for by the equation. With respect to monetary policy, the
results of Table 1 reveal that t-1 and t-3 lagged anticipated and unanticipated
monetary actions have significant effects on current stock returns. This finding for
monetary policy indicates that participants in the Korean stock market have not
incorporated all available information about monetary policy moves. In addition,
the evidence of fiscal policy shows that both anticipated and unanticipated fiscal
policy moves have insignificant impacts upon current stock returns. That is, given
the publicity of the view that fiscal policy can influence stock returns, stock market

4The EXPAND procedure fits cubic spline curves to the nonmissing values of variables to form
continuous-time approximations of the input series. Output series are then generated from the spline
approximations. See DeBoor (1981) for a detailed discussion of cubic spline interpolation.
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participants appear to have incorporated all of the past information about fiscal
policy moves. Nevertheless, information available about monetary actions seems

to have been overlooked.

<Table 1> Response of Stock Market to the Monetary and Fiscal Policies for
Entire Period (1982-2004)

Monetary Policy
R?/adj R22 =22.96%/20.00%

Fiscal Policy

R?/adj R22 =56.17%/54.57%

Stock Market Return
R2/adj R22 =36.28%/26.88%

DW=1.95 DW=2.12 DW=1.95

Variable |Estimates|P -value |Variable [Estimates [P -value |[Variable [Estimates [P -value
C 2.3321{<.0001 |C -0.7332| 0.2148|C -148.9600| 0.1245
M(t-1) 0.3573| 0.0138|M(t-1) -0.0079| 0.8431|EM(t-1) | 100.2343| 0.0878
M(t-2) -0.0264| 0.7881|M(t-2) -0.0332| 0.3612|EM(t-2) | 325.5573| 0.2489
M(t-3) 0.0457|  0.2493|M(t-3) -0.0002| 0.9895(EM(t-3) | -33.6013| 0.0706
CPI(t-1) -0.0088| 0.9243[CPI(t-1) -0.0042| 0.8818|EF(t-1) | 214.8627| 0.2928
CPI(t-2) -0.1338|  0.2215|CPI(t-2) 0.0440| 0.2678|EF(t-2) 32.3935 0.1001
CPI(t-3) 0.0717| 0.2730|CPI(t-3) -0.0106| 0.4853|EF(t-3) | 169.1684| 0.2734
F(t-1) 0.0154| 0.6751|F(t-1) -0.9528|<.0001 |UM 0.1169| 0.8184
F(t-2) 0.0529| 0.1329|F(t-2) -0.7314(<.0001 [UM(t-1) | 33.9396| 0.0069
F(t-3) -0.0545|  0.0801|F(t-3) -0.1359|<.0001 |UM(t-2) | -12.3729| 0.4551
GDP(t-1) -0.0202| 0.9148|GDP(t-1) 0.0457| 0.5088|UM(t-3) 5.4460 0.0533
GDP(t-2) -0.1149| 0.6427|GDP(t-2) -0.0225| 0.7473|UF 0.0297 0.9081
GDP(t-3) 0.0146| 0.8924|GDP(t-3) 0.0508| 0.3263|UF(t-1) |-308.5780| 0.2436
I(t-1) 0.1234| 0.0656|I(t-1) -0.0355 0.2292|UF(t-2) | -143.1370| 0.3187
I(t-2) -0.1098| 0.1893|(t-2) 0.0223|  0.3849|UF(t-3) -5.3585| 0.1254
I(t-3) 0.0206| 0.6603|I(t-3) -0.0036| 0.7118

u(t-1) -1.5674| 0.1735|U(t-1) 0.9403| 0.2368

u(t-2) 0.1015|  0.0597|U(t-2) -0.0325  0.2007

u(t-3) -0.0441| 0.2584|U(t-3) 0.0018| 0.8316

EXCH(t-1)| -0.0014(<.0001 |EXCH(t-1)|  0.0008| 0.1364

EXCH(t-2)| 0.0518| 0.0513|EXCH(t-2)| -0.0179| 0.1796

EXCH(t-3) | -0.0480 0.0070|EXCH(t-3)|  0.0079| 0.2490

EF : Anticipated Fiscal Policy, EM : Anticipated Monetary Policy
U :Unemployment Rate, CPI: consumer price index
I :Interest rate , GDP: Gross Domestic Product
EXCH : Exchange Rate, UM: Monetary shock, UF: Fiscal shock
To isolate the effect of foreign currency crisis in late 1990’s, | apply the same
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model to 1982~1997 period. The results are shown in Table 2. Table 2 shows that
coefficient of t-3 lagged fiscal shock is significant, implying that fiscal shock has a
lagged effect on current stock returns during this period. With respect to monetary
policy, both anticipated and unanticipated lagged policy moves have insignificant
effects on current stock returns. The result indicates that market participants have
already incorporated monetary moves into current stock return whether the past
moves are anticipated or not. Comparison of this result with the one in Table 1
shows that the implementation of macro economic policy influences stock market
in a different way after foreign currency crisis. In particular, after foreign currency
crisis, monetary policy seems to influence stock market in a more delayed manner
while past fiscal policy moves appear to be well incorporated into current stock
returns.

Table 3 shows the effectiveness of economic policy before opening of stock
market to foreign investors. 6 The results show that t-3 lagged anticipated
monetary action and t-3 lagged fiscal shock have significant impacts upon current
stock returns, implying that Korean stock market does not effectively reflect macro
economic information before stock market opening. To investigate the effect of
stock market opening, | apply the same model to 1992~2004 period. Table 4 shows
that all of the lagged macro economic policy actions are not significant, suggesting
that Korean stock market participants appear to have incorporated all available
information about economic policy moves during this period. The results imply
that stock market opening to foreign investors contributes to the active utilization
of economic information for market participants in Korea. Consequently, it
appears that a careful analysis of Korean macro policy actions could potentially
increase the profit of a diligent investor before stock market opening. However,
after stock market opening, such profitable opportunities gradually disappear as
an increasing number of investors begin to utilize available information on macro

policy.

5To be a more rigorous test, the model should be applied to 1998-2004 sample period. However,
due to a limited sample size and a relatively large number of dependent variables, the model does not
fit the sample very well and produces negative adjusted R-squares for the monetary equation. In
addition, the table shows that the results were mainly driven by the period of 1998-2004. This period
witnessed excessively volatile asset markets due to a financial crisis. Consequently, one needs to
interpret the conclusion of this paper with much caution.

6 Although it is somewhat ambiguous to pinpoint the opening period, it is usually known that
Korean government gradually opens the stock market to foreign investors since 1992. Foreign
investors are allowed to invest up to 10% of shares issued by domestic firms from 1992.
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<Table 2> Response of Stock Market to the Monetary and Fiscal Policies for the
Period 1982-1997 (Before the Foreign Currency Crisis)

Monetary Policy
R2/adj R22 =14.63%/9.57%

Fiscal Policy
R2/adj R22 =65.72%/63.79%

Stock Market Return
R2/adj R22 =24.98%/6.91%

DW=1.93 DW=2.12 DW=2.23
Variable [Estimates |P -value |Variable [Estimates |P -value [Variable |Estimates |P -value
C 4.8974| 0.0013|C -4.0864| 0.0425(C 18.5825| 0.1654
M(t-1) -0.3078| 0.0113|M(t-1) 0.0841| 0.5647|EM(t-1) | 77.6973| 0.1324
M(t-2) -0.0509| 0.4895|M(t-2) 0.1120( 0.4072|EM(t-2) 7.2104| 0.8063
M(t-3) -0.0596| 0.1433|M(t-3) 0.1538 0.1705(EM(t-3) | .94.5346| 0.1151
CPI(t-1) 0.0276| 0.7783|CPI(t-1) 0.9793( 0.0004|EF(t-1) -3.2963| 0.6944
CPI(t-2) -0.3338|  0.0033|CPI(t-2) 0.7044| 0.0086|EF(t-2) 21.9641| 0.1370
CPI(t-3) 0.1069| 0.1741|CPI(t-3) -0.3186| 0.2383(EF(t-3) | -19.4453| 0.1284
F(t-1) 0.0664| 0.1585|F(t-1) -1.0713|<.0001 |UM -0.4186| 0.4999
F(t-2) 0.1879| 0.0008|F(t-2) -0.8406|<.0001 [UM(t-1) | -23.8127| 0.1371
F(t-3) 0.0509| 0.1343|F(t-3) -0.1765| 0.0207|UM(t-2) |  -0.8024| 0.9064
GDP(t-1) 0.1259| 0.1378|GDP(t-1) -0.1095| 0.7211|UM(t-3) 1.5510| 0.8457
GDP(t-2) -0.1893| 0.1026|GDP(t-2) 0.3788| 0.3318|UF -0.7267| 0.0759
GDP(t-3) 0.1548| 0.0992|GDP(t-3) -0.4315| 0.1781|UF(t-1) 8.9331| 0.3484
I(t-1) 0.0000{ 0.9990|!(t-1) 0.1175 0.4702|UF(t-2) | -16.7607| 0.1823
I(t-2) -0.0454| 0.4480|1(t-2) -0.0392| 0.7920|UF(t-3) 8.1674| 0.0941
I(t-3) 0.0516 0.3121[I(t-3) -0.1573| 0.3278

U(t-1) 2.8092 0.2814|U(t-1) 4.2133| 0.6580

U(t-2) -0.0299| 0.4268|U(t-2) 0.2417| 0.1373

U(t-3) -0.0740| 0.1998|U(t-3) 0.1532| 0.4269

EXCH(t-1)|  -0.0031| 0.0756|EXCH(t-1)|  0.0037| 0.1100

EXCH(t-2)|  0.0039| 0.7651|EXCH(t-2)| .0.0432| 0.6347

EXCH(t-3)|  0.0112| 0.7213|EXCH(t-3)| -0.0388| 0.7004

EF : Anticipated Fiscal Policy, EM : Anticipated Monetary Policy
U :Unemployment Rate, CPI: consumer price index

I :Interest rate , GDP: Gross Domestic Product

EXCH : Exchange Rate, UM: Monetary shock, UF: Fiscal shock
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<Table 3> Response of Stock Market to the Monetary and Fiscal Policies for the
Period 1982-1991 (Before Stock Market Opening to Foreign Investors)

Monetary Policy Fiscal Policy Stock Market Return
R2/adj R22 =22.11%/15.09% | R2/adj R22 =58.32%/54.76% | R2/adj R22 =43.88%/21.25%
DW=2.09 DW=2.01 DW=2.32

Variable |Estimates [P -value |Variable |Estimates|P -value [Variable |Estimates |P -value
C 2.8241| 0.1605|C -0.7715| 0.1658|C -11.7011| 0.8511
M(t-1) -0.5802|<.0001 |M(t-1) 0.3626| 0.0012|EM(t-1) | .31.5491 0.3745
M(t-2) -0.1118| 0.3187|M(t-2) 0.1545 0.0758|EM(t-2) | 73.2821| 0.1722
M(t-3) 0.1339( 0.0814|M(t-3) -0.2199| 0.0074|EM(t-3) | -33.2997| 0.0178
CPI(t-1) -0.1054| 0.4364|CPI(t-1) -0.1273| 0.2852(EF(t-1) 37.9619| 0.4655
CPI(t-2) -0.2555|  0.0448|CPI(t-2) 0.3562| 0.0430|EF(t-2) 83.4515| 0.2524
CPI(t-3) 0.0992 0.2161|CPI(t-3) -0.1636| 0.1179|EF(t-3) 40.8098| 0.3707
F(t-1) -0.1811| 0.0504|F(t-1) -0.5320|<.0001 |UM 0.8229| 0.2351
F(t-2) -0.0119| 0.8955|F(t-2) -0.3467| 0.0008|UM(t-1) | 32,0280 0.2338
F(t-3) -0.1240| 0.0742|F(t-3) 0.1497| 0.0392|UM(t-2) | 154263 0.2866
GDP(t-1) -0.2439| 0.1897|GDP(t-1) 0.0543( 0.7344|UM(t-3) 3.3893| 0.3807
GDP(t-2) 0.0798| 0.7335|GDP(t-2) 0.0977| 0.7435|UF 0.0315| 0.9600
GDP(t-3) 0.0727| 0.6157|GDP(t-3) -0.1206| 0.4481{UF(t-1) | -13.7946| 0.6482
I(t-1) 0.1142| 0.2686|l(t-1) 0.0891| 0.4113|UF(t-2) | -69.3019| 0.2417
I(t-2) 0.2244| 0.0616|1(t-2) -0.3147| 0.0733|UF(t-3) 11.0572| 0.0164
I(t-3) -0.0485| 0.4996/1(t-3) 0.1290| 0.1847
U(t-1) -8.2734| 0.3253|U(t-1) 1.8468| 0.5069
U(t-2) -0.0711| 0.2040|U(t-2) 0.0174| 0.8648
U(t-3) -0.1024| 0.2326|U(t-3) 0.1012| 0.3018
EXCH(t-1)|  0.0009| 0.7017|EXCH(t-1)|  0.0000| 0.9493
EXCH(t-2)|  0.0053| 0.8504|EXCH(t-2)| .0.0257| 0.5880
EXCH(t-3)|  -0.0134| 0.7949|EXCH(t-3)| -0.0066| 0.8938

EF : Anticipated Fiscal Policy, EM : Anticipated Monetary Policy
U :Unemployment Rate, CPI: consumer price index

I :Interest rate , GDP: Gross Domestic Product

EXCH : Exchange Rate, UM: Monetary shock, UF: Fiscal shock
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<Table 4> Response of Stock Market to the Monetary and Fiscal Policies for the
Period 1992-2004 (After Stock Market Opening to Foreign Investors)

Monetary Policy Fiscal Policy Stock Market Return
R2/adj R22 =8.36%/7.56% R2/adj R22 =50.59%/47.11% | R2/adj R?2 =54.8%/46.67%
DW=2.23 DW=2.21 DW=1.89

Variable |Estimates |P -value |Variable [Estimates |P -value [Variable |Estimates |P -value
C 2.1055|<.0001 |C -2.1299| 0.0113(C 1.7468| 0.0912
M(t-1) 0.1102| 0.3418M(t-1) -0.2969| 0.1810(EM(t-1) | 26.1773| 0.1304
M(t-2) 0.0629( 0.3678|M(t-2) 0.5791| 0.0024|EM(t-2) | _56.0390 0.1267
M(t-3) -0.0667| 0.1034|M(t-3) 0.3521| 0.0029|EM(t-3) | 28.5273| 0.1433
CPI(t-1) 0.1632 0.3978|CPI(t-1) -0.1319| 0.4111|EF(t-1) 33.8216| 0.1386
CPI(t-2) -0.0012| 0.9914|CPI(t-2) 0.0920| 0.6262|EF(t-2) | -24.4240 0.1723
CPI(t-3) 0.0247| 0.2275|CPI(t-3) -0.0494| 0.6940|EF(t-3) | -13.1470| 0.1641
F(t-1) 0.0134| 0.6756|F(t-1) -0.9199|<.0001 UM 0.0318| 0.7120
F(t-2) 0.0639| 0.0442|F(t-2) -0.3944|<.0001 [UM(t-1) | .6.9864| 0.2985
F(t-3) 0.0092| 0.2836|F(t-3) -0.0371| 0.3483|UM(t-2) | 26.4613| 0.1565
GDP(t-1) -0.3031| 0.0744|GDP(t-1) 0.3390[ 0.0453[UM(t-3) | -23.4147 0.1131
GDP(t-2) 0.1726 0.1219|GDP(t-2) -0.3649| 0.0449|UF -0.0163| 0.5916
GDP(t-3) -0.0792| 0.1002|GDP(t-3) 0.2851| 0.0519|UF(t-1) | -30.2516| 0.1380
I(t-1) 0.1187| 0.1398|l(t-1) -0.0923| 0.1634|UF(t-2) 38.3380| 0.1467
I(t-2) -0.0153| 0.7595|1(t-2) 0.0805| 0.3271|UF(t-3) -5.4397| 0.1690
I(t-3) 0.0134| 0.1535|(t-3) -0.0447| 0.4262

U(t-1) -3.0759| 0.4563|U(t-1) 2.7468| 0.4190

U(t-2) -0.0024| 0.9155|U(t-2) -0.0146| 0.5556

U(t-3) 0.0048| 0.2293|U(t-3) -0.0156| 0.5003

EXCH(t-1)|  -0.0009| 0.0201|EXCH(t-1)|  0.0012| 0.0526

EXCH(t-2)|  0.0109| 0.2254|EXCH(t-2)| .0.0115| 0.1396

EXCH(t-3)|  0.0022| 0.2769|EXCH(t-3)|  0.0036| 0.5411

EF : Anticipated Fiscal Policy, EM : Anticipated Monetary Policy
U :Unemployment Rate, CPI: consumer price index

I :Interest rate , GDP: Gross Domestic Product

EXCH : Exchange Rate, UM: Monetary shock, UF: Fiscal shock
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. Conclusion

This paper investigates the effectiveness of economic policy on the stock market
in Korea around foreign currency crisis and stock market opening. For this
purpose, the paper applied SUR technique to a set of monthly data over the period
1982.01 to 2004.12. The model was particularly designed to take into the
problems of simultaneous equation bias in the test of policy effectiveness. The
study finds the following results.

First, for the entire sample period, Korean stock market appears to have
effectively incorporated all of the past information about fiscal policy moves.
However, the paper finds an evidence that some of the past monetary actions have
significant impacts upon current stock returns implying that the information about
past monetary moves has been overlooked. Second, there is an evidence to suggest
that, after foreign currency crisis, the macro economic policy actions may influence
stock market in a different way. In particular, after foreign currency crisis,
monetary policy influences stock market in a more delayed pattern while past
fiscal policy moves are well incorporated into current stock return. Third, before
stock market opening to foreign investors, some of the past economic policy
actions have significant effects on current stock returns. On the contrary, after
stock market opening, none of the past macro economic information has a
significant effect on current stock returns. The results imply that stock market
opening may contribute to the active utilization of economic information for
market participants in Korea. Consequently, it appears that a careful analysis of
Korean macro policy actions could potentially increase the profit of a diligent
investor before stock market opening. However, after stock market opening, such
profitable opportunities gradually disappear as an increasing number of investors
begin to utilize available information on macro policy. It is also possible, one might
argue, that, in the face of structural changes like foreign currency crisis, the success
of any model over the sample period does not guarantee that the same model will
continue to perform well outside the sample period. Therefore, a model for
considering this structural change might be needed. Exploring this issue is on our
agenda for future research.
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