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ZAE AN S H(Krugman, 1989, p.43). =& Feenstra and Kendall(1997)& 7ui3
% 7Hpurchasing power parity: PPP)7} 32 % olfE 7HAE R4S o]
of Bg #EAVeA F1 o] AFHOE HAFUT YwFoz YAz}
GFE17F A7 53z A4S sa Tuly Bk ARse W,
2HAZMAC R 7HAER S S FE ok AYEA 44 8o



6 Follo} FoRel kMol B8 B4

23499 A3t T3 AYANTHFES €2 7 UE Aotk Wz &
SHTES d3BA 7H2 S F3A AR FFeka sdsErtgdds
A8 ket e & doh o] B AP E o] WAl odera
7Pdehd g ged] Ao e ARYelEd)d MeE FE7IY
< 0]9S A drh HHoE £V #FEo] Al HH ol
AR 2Y¥A FE7HS 9384 £E7HAS BT 2 AR
&8 F7IAT FA S AHAA7IE T & Rl w2 889
siEsiAl B9 SRACR 2RiEA £EVHE A el 2
A 2 AT stEs WA A FEdAE dBEA F£E
7H49 AskE F3 A AsHE ArstAl 2 Aol

FABANEE 7P Hd FEYAR 2 RA FE7HEpE TR
g2 H3E 5 QA do ueb ST Es 43kEA] FE7He ¢
3] Qe Ftell gltk ol Aol Y-S vIAA do wbde] oA
ZAANEES 7P =Y 2el®A £E7HEE o= AR WiEAE 3
Al HEg #adFo] 43w FE7H &3] A7kEA] et

3&% 471 AR elel #§ o|EF EFHE
At FeHF o]&Fuiste] 723 EFF FE714Y

At FHA A7)o] B (Hysteresis) EF o2 tiEdt) o]t e

S FHOR #EA7Y 2R LQAS A¥E s doh

0, o
2|
oﬁi 1

D) B8A ANt HeA] ol g3 =Y

F27199 &8uFel e AT NRTEE o9 B8
shovbe) el gEdnia & 4 ok iR 27 A7 8850
FE7H e @A ArtHe 22 E9d BAAY ANBTEE A
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At ek & W ANE-S 7HR A F £E7|d0] FAAAA Al
ATRERA Faigde 28 oY FoSAdd A¥ddy &
A ol g FuUsEl] e ATl SANEET TokAE Ao
A 7170l A ojol gt wat FE7IUY YRIN dEAHES
TEAZY £ e JEsHA dvh B A E3lelN
27199 ol&sdst A 2UoERE UEF 2L S 2T T
AUTHYang 1998).6)

P14k ) -2 ®

A7) e, AAANFANY $E52 MR (LARANE e
o me, e WANHASFENSE Yol wet ABG oz FolA
otk 4 (hellH BEWMFe] gt DeIEA 27149 By Eer)
e e go] £2¥

_ PP, [, _deddP, ] -
YT Tdele T fees+1)

9 Aolq BEAMEO] $2717 Wl BE Sevdye WAL
(de;/dP)el et 2ebde & 4 ok #uz BHEA $27H
(p,>o1 $oate dg et st AR ey oY

QB A AouAl B £57170) A5l BT ¥FA

72}«1 FoEYdd A a7}t U9 (de,/dP,=0), TE7I9S &
FAFES FE7H0 48] A%t (¢, = —DstzA & Rolun F

6) ols B £4 W 45e HeW - YATENAA gk



28 FopAol FaTZel MkMge] BE A

TEIUS @] 1% AT B4 Atz A SAEE WY
TE7H A7tste] @R FEHE . 7
Zo] Mol we} 2.0 7HAYHYE Waks Aol ol E ¢He &
ke dofuA @Al € Roink 7Hdo] Fedd wet Favgyol
xoH B% (de,/dP,<0)olle &S] BaxA 2
et 7hA g wet 2@ o] dobd 2 (dey/dP,> 0)ollE
Fgo FE7HAA A2 FEWF EE 23 (r < —1)T AR
A%E F AT

o]g} o] o3¢ A" o] FEA/E] FFE A= )
T A7 ARERE, AFAEE T V1Y 2 A 546 gE 2
42 oo 535l 31tk Dombusch(1987), Krugman(1987) 5 & Al
A AT F2x BFALI) Dixit-Stiglitz(1977) 2] A FExpE st 7) 23
SHA AN & BEA BAANZENAN SgHF] WE s A
2% 23RS A7 d9stn Atk 2¥9 Fue AolE RojARt
EaAd AR N FE27H0 R o] F 93 uA] $£271E0 3
HEES A7 & A At

AFol FAAR AR A AE s A BA EASH

ol 47 A7 BAstE olfre AL 1A AFe] 7] w0l

PN $5719E AN stEA $E7H@p)
A =W RS FAA B WA £279Le SEHER
ASEA F27HH A8 AL 5 Aok Y HIE AT F
AFolA T Agre] GFE vl 5 Y= AR TFE 23

[¢] =
T 5 W ARe] FEAFES YA FE7HAe FEAOZ WA

Mo mo L od
ro
o E)%

7) Knetter(1989), Krugman(1987) 3¢ dT& #2349 7HaegAo]l 348 %
FE Agstae AP el £ dSS 2ol

8) ARG E 7MEE A9 BN FE27H(p)S o] HI (r,=0)°]
Hr}.
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4 A ¥t} Dombusch(1987)} Krugman(1987)2] QoA A|A &0
275 T4 AN AHFLHREA Y A7t B3l O
T FEHFTES FES] JSHEA FE/F0) 9T F A o} ®
Feenstra(1989), Marston(1990), Feenstra-Gagnon-Knetter(1996)2] Q7+
AR TE0] &RV ARE AAshe TR HFAS AFEN B
& 3 243tk

Feenstla—Gagnon—Knetter(1996)9] AToM ETu2E HL FEAFA
A& & 7Y EC] EEATMEO] A%, W AREFESH
Me A&l F71etd #837H80] 4dtA g8 F e A
olty. & AAAREO] ofF RFS Ao €719 FE7H (reservation
price) THNM FENE@EYS AAsHA ok & FEVYS FRF

(==

(o

olatZE FEE A %7] "ol F&o) AsA He Aele 72
719e Y GAFES FEVEC A & QAT g8 &
g8 Aolle 238 &&4d7H80] 2o + Yok aeu T%ﬂ?jﬁl

AN frEo]l A FF ool HE FEATMELE AR RE0] T
of we} dFatAl Aok AIRAf-Eol 100%e] ZHeHA Hd &AMt
&2 (& H7ho] Fok
AN AFo] APEHA AZTEE A HA A=AFH H Y
& hABAZE EAGA Hol 7HAA ] FEH T 2
E} ety FEVUS &gl e F234HY A
ol EE3EE o AFHoR BN FE7H @)l
E} ojsh ol &&7IA e AMFAPESL Afolefle A (+)9]
EASHA Aok AFAAEs ] Frrt S5 Y4uA £F

ol
ﬁd

fody o -{)' f

N
- -

o & od 2 2
A

ol

-_a\'=_

X

9) &H[Ae] £2F4do] CES ¥4 FHE AU /PPEA HE AFL dAE
H42 9AE ks A Ak o] B¢ AR R-Eo] WS Heolr EHIHE
2 1o 2AsA Frt. o2& ddol YehAl He olfrE CES A4
frE7H7 0] c00}7] wgo|r},
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7432 Atee AA ot
o] =& Aestd <X 2-1>%
F271¢0l #8HFE FEVHE &
27t §A HY #EH7HES -10] @
ojo}x £E7149 YBAAN FE7HEES H 2A}A Xtn vk
ZRe= ﬁ‘rgtﬂ%a 100% &FTstA 58 FERAMES 00] Aot &
FUE S A FUAAA ] B AF ool FUY FYAE FA7L
7 0] 31739401 % H 3EHFol DA £8U7HF ) ko] e
7 10] "o dide)] ESGAAANGAES A Hh 959 +F
A= i&g‘ﬂ%% E84AsHA 7HA o] B E Zo)7] Wi EgAAL
FEoe Ao SNRAANLTE E9A
BARAFE FAAT 7A€t

oX
ot o,

1o =
=
p
2
>
(i
>
o
s
e
2
oY,
ox
oo X o o

F

t
-

$7} g4t SRR BAE
FEE7} ;= —1 -1<7,4<0 ;=10
FE7t ;=1 0< r,<1 ;=1

FEEL FEAE( )2 FEAR FHNE, FUESY EEAME
(7)< FHTHA7IEA

N

2) SeA z7lo1y =Y
&A7Le] F A B A7)0 Y hysteresis)oll S8k ATHIO

10) xPlOlaolystemis)%%Ol% A HA B HEolE AT Fol ¥2
A ZstE e, A713E Qe At Aasle sAw ofF Al AlE
gt Ao gANeld 23t §ol2 AR o2 o BAH FHo
G & e FFo] AL & Folk oA 1 T4 FFo] g}




2% g&] Astas 31

27199 A7 g% AR B AT FEA/AN0] ARYER
(path dependent) = 71018 A EAQE AYe AoqE #4351 Y
& &) Mizdty dXE o|v] FHESHAA vl EH] S (sunk cost)S
AEey 52 5T T-F3t] AR S SR Y3stolA &
o] 7tAZ A YA A FE3th XYL FE7Yo] €A AR
ArstA gA Ao =eolth 53] WEuj 8 EAle JEEIHS
b FZHireversible investment)o| A HIEHE AL Z ol FEAF FH
A3 71l U FAE A H4 71%‘1 o] A3ty & AHg-of o]
o] FAEE v EE A5 £ v AL Yuisith o]y § wjEn]|gol
275 7199 Aol AHrEA E3 olEE HER FHEHOE o|F
oA A ¢tAl drt. o]g} T wjFH]|go 2HE W FEHVFE AU
38+ AT+ Baldwin(1988), Baldwin and Krugman(l989), Krugman and
Baldwin(1987) 52 A7olA dHET &80 FRFUNAN Lujxpe] &
7} AF F/d S (brand loyalty) Wl AAAE B J}f& i e
71018 @Ado] vy E¢4AT SEHFAS] Yerd & YUTH(Froot
and Klemperer, 1988).

Baldwin and Krugman(1989)2] E & M= ZujAlAe] AQUg =
7199 & #go] A U oA WFdhs 3 3A WA I
ok 2y A F&o] & ZOo0F HFsHA HY A T EHEo| A
st} olo mE 9157|Ye o AT AYY FFFAo| WA drt
o]g} Zo] FEo] YA WY Ul FAY o 57| 7t A
3k o olfre AT HEo] WEH 8 EAE Qs AFEA
Z37] W&otk #go] YrFow sty 9F71Y4Y Ao F
BEUE HAE FERF G2 dAr go] mEH &S FE3] BA
g g g "eles A=57|9ES 4 &80 F7HFoE o &g bzt

__4

ru[ru roL mlo nﬂlo

e S ARG WA A7)o|HAYLE &8 AR YEYole $ol2
&% dr



32 Fobo FoFTe| Hugsigol B B4

A WY& MFEA oA Aok W2 g8o] YA H O A5dte] 9
7199 7AYo AFHRNE Wl E o]u] nEH]§-& A ES F7]|HS
S AolA HEdte Zo] oflet YA Ao R &3E Ben & Zlo
th ol Ao ElE§ oo AR ZQlatHd fENLE TA] A E )
of &7] wo|tt.

2088 EAle AFTERI BESARAAYS AT ofERE
o] A& Afele AZTEE SRR 7R 7199 A+

Zo] O E AREYRTE 2 7 7199 vk Y (mark-up)S oA
Al gk widel mjEujgo] & Afele ARTEE EXRABAANE
TR I 1Y H HEC] AH-EA XA dvh I A3 APl AE#
71959 w3 I25HE FobAAl Eoh Campa and Goldberg(1995) Al
FT2F AARYFE FaiFel FA7F 9sA whEskA g A
v AF4E AAERT AT B AAAY Afols dEn
Foll F27F 1AsA whEEhA] AR 719 vta S 27gste] daw
Foll d-&she AOZE Jesth o)} & AFEA ARE 7YY 7t
AL AHPTIM) © FSAVMEEHE ARx|she AR sAd + Qo

Dixit(198%a, 1989b) EFHA S =t wiEu]gol tste] 7144
Y HEE AFEA A X3k AR vHEEA 9E FUksta 9l
. & EFAAo]l 1EHAS ATdde #FEY Alolygzy wevt
Baldwin and Krugman(1989)2] Z$¢HTE 4 H& & A 2} o)&
ol AFE FEHTol FAFAY Ed4¥E 44 asA Z2FE VI
o] A3 HFolgh= 714%F(firm dynamics)S 53 AHslEE AR
Zk1l 8 4 QIth1) 3 Froot and Klemperer(1989)= AR oA =2
o] e wgld 23& @ o] 7YY FLANYHE EXs e,
71949 ulgfa s} o)&e v AFH AL Y3, 71de vl

11) Wang(1995)2 Dixit(1989a, 1989b)c] 7R3 R 3& dwtFYRPo g Mt
FeuSo) e rjo|PEAS et
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AZARFES d AZAAN ofE 78 S dEst-viol we) 2
2| A %U:} 71948 #&x7ks 7Y | &8 A& Hed,
FAHEE A9 EguFo] it e A&E Rt dETS
2tk AEA0R FHA AolHRYL & T WEo] YA
3 o] 3o FgAvMEo] A dEE & S AT

3 FHF 27|olHREE ofd F7HAE o w7t ALAA
A5 AAE BT Qe A olgd AR At dExF S 53
A A li'-o}%: q4E F dgstx ook 53] vjxd o] #&
A7Hgo) W ASoe &80) AR AAE dadte d ¥ oY
&o] 7H5HEch 71?34 1Y% HEE FEs dedd s s8] ¢
sire B8o] A Wajok FTh Wang(1995) ¥A1A FHCE &
T&ol YRS A5 I FF0] AR 1 #Eo] A dFFEL

Z FHP ojFdE dEdFe] NE&E £ YUSS YNEFRYeR
Amata Qe

2. 71AH &uiofM E&2f 7HA}
7t gExEet BEuIt
1990 th obAote} Fgu] H7hEe] AR9N7E AWM AFART

|
7He] EAE AEE S AY BYAMR F4HAT 53] AL
olFol ¥& WEAHE Role AN AFANAT7IEC] FUB A &

12) Baldwin(1988)2 &-&27F&°] 19823 thE2Q dei3le] HrpEA o] o] Fo
A Fo Hgiths AE B30t Wilamoski(1994)= 1979~82\d ¢l A2 F
AFE2 g A7MEo) 0532004 1985 03012 dtekshe Aol YL
Sk
M .



l34 Fotrlot Q=9 ko] w3 ¥

AR e AT FEAESY WG9S B8 SN F ATt 7
2 Ao
= L

AE BN o E B =Ao] A& Fot}. 2397

(fixed but adjustable peg) v F =& 1A A S(soft peg)ety &
T oA g 44 T8 379 diide] B8
of we}t 289)7] o] F AZAIEHTHES ot e 14 -8 E(hard
peg) S BoAY &89 ¥ AFELE U S § &3 &
o] et Tl - F&F, 2002).

gudt gz E T Fol AdYstn e FEHALIARE
(currency board system), Il I =2 53} o] 2A=F3E L7750
2ol g Aeste el etol Ao H(dollarization), 29 T FUFEA A
o A & & 7 Utk 9 AAETEE AEshe Fo] dHAHoR
A Erbsslitia & o) FAR R A2E grata Qe Tl 2=
T3E AR E AASFAY ot AFFEE Uty g, A2
T FAFTHE MG Aol AE =7 YAelA shte] dijie] &
F ok wer A F7beo]l XA YA E AR ¢ Jdd 129 £
Wi 22 3w 245 7tsd F Avk 28y olge s 1
AEHEAL 9] 2] 7] EARE AU dow, el getMe 1
AREALY A B3 ehes d o3 YT AAZAE 54717
olfltt= HelA 393 Al4E Fujsict

A F39 43, GeeolAo)d, ddFN G AN T FFHL
Z FIFAY V& st ol wet TSRS T 59
e BAT B ot 259717 2AshE HF i F A lender of last
resort) 2419 A& Az AT & A Ik F2Y 2ol BAF
A4 34T AEF Ao ALY glo] GUFHE At A2+
g Uehs TS golrole] d i 1 u &3] E7bsd Zo)
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g1 S Fe QAT og 29 RAY ] £H3E

TRBEA T UiF nREAEL AT ATV APozHE A
FTAFF7IER 3 0 AFEE TS F 8= WO §&
ALE Agsjol gin FAs Bk ol o]5 MEFEALY
7 WE S(nominal anchon) g AT Wz EUHIEEHEA
(inflation targeting)E AMAE Z-& AN k1) 4 HFHEAE
AAshe o]FE &7 A0l 9719 dde AFs, olHF &
Aol g5 tht £Y3 o] EAE oW @R U
FRGE TS vt S AR APoE et FAE dig F
3 w3 glo] f3kaiele] FriEe] 1 Ax & E BE FFF
o] FZHUh= Aot} whetr zHEolFo] A{EE AFsteA 3t
A =Y S FAEEA AgE 5 e e MEEEA T,
FEzo] 2dste v &S FHARY BAE B3 sHAsNtrtor &
th= o] AAH 1 Qo

& 897 o)F A AFAZTIPE AHEFEEAEE &
Qatx ke AL HEIEAL AR AEA nFFl FAlo] old
S Aot} 18y o] Aol dis|A Calvo and Reinhart(2002)= 2%

T U2
718 BEE I7Fe0] BEAALE MFHAEALE o|PF AR Ho)

=

13) E7RMAESEAZQIEHA BADT E7NNAES T M FoF
ZXE AA3te Aotk SElvehs 19979 129 MY ET o5 48%
B AdE d528 e 9A EVNIAERAEE AlHea vk FAAoR
T AEE AYsn Qe F7tEE 93, Add, 2499, 298, 3F, 72
AT T AR=F 584, e, A, oA, Felzstass, EdE, F
Fule}, "=, HAlZ, Feid § AZAER7IEC] At 2y AA BV
AERATY 8ol F& Ao]E Holn $lTEichengreen, 2001, p. 8).
8 AFHFTHEATE AYst e dy 7P B/RAEZEAES
At A vk tEH o7} v]Fa gEolt

14) Eichengreen and Hausman(1999) Z%.
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ehe] gAe 3178 #-&(hard peg) —°a— Aae g :473}3}1 =g
Eichngreen(2002)<> Calvo and Reinhart(2002), McKinnon(2001) 52 %
of 3] ATA7IE AFE T g, R F{I, o|AES] AF ¥E
e Xlﬁi v stEA B3, deojAjotst o] IFFEAEE AY
F7hede 2 HF, 8, ARvAlel T2 23$)7] o)F
£t wEeR vopta ot AFstn ok <E
-?47] o) = YES T Fokrot TN 9
3 oiR] FEFA0) M & 7R 715FH AR 9]
ﬂﬂEvE_A 2 F7HAE £ Y8R FI7t
b ol#AIE e ARGty fdHE AS B oF
A< AAREL Atk & Eichengreen(2002)< 3§13
oMot F 7t FeRF el At e A

0 oy ok

LEE
I3

0

e °‘f rlr
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ftjo _1
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XL
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4yt Ez
e do w2 _&g
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A A7F3E FQ 71553 4d uQ% BEASE AHYstn
EY }— 3% SHnominal anchor) 0 E HEEHE0] AHEH7| Wil 3
Al
kil

borr ot

of g FEWFS ARMIA € 12y 1FEEAS
T A7IE 715F3HAE &9 v 22l uE EedE
ofe} F3tol i 7Hxl= MFeHA 2ok WEhA o F
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15) McKinnon(2001)& FotA|o} Z71E0] 239]7] o|Fo® o3| tjv] Zee
s 3§ HEAE AR g1 Jk AFAA e EAAEY =HS
T8t ok



Mg &9 drtas

CE 2-2 9ster|= ME2 B
[o]

SojAlo} 2otel g, Qawea,
o|x}gel HE

A H|T

A7) o)A Q&7 o)

=73 g%y S Ey ggMyy B E

BHaws o|ZHEHF B{ndE o|A- & F
33 0.020 0.007 0.001 0.002
Zgo] Alo} 0.294 0.072 0.010 0.005
2k 0.130 0016 0.820 0.099
A YAje} 0.194 0.058 0.339 0.302
Flen 0.294 0.137 1.310 0.750
Ad 0.078 0.037 0.135 0.133
ot 0.587 0.155 0.968 0.303
A7tx= 0.886 0.052 0.069 0.065
de 1.304 0.338 1.153 0.025
3IF 0.242 0.928 0.347 1.069
FARE 0.158 0.380 0.189 1.251

AM&.: Eichengreen(2002)

slol| st 8T A3 FYUEIP TS A Hol &
& A7tase ods] A8 2ot AE 59 gyt A
it 2h=5E31e 7hA] = HEskA] EAIR el g WEd
9 #YEZHE WsdA HH, 2 A S MAEVE I9FS ¢
otk & #8895 OE E/HTE IFTSAEIIME 443
X7 gkon, Q% RS LHAEVE AYste AT QRACEH
FUENE AR FYEY 7281 & F Utk

FEAEY A X &RV ATt i Fo3TE e I
A 77 A1 73 A 2.8 (New Open-economy Macroeconomic Model)oll 213} Al
A FE5 1 At} Devereux and Engel(1998) F&A T2 deoA 7}
7o Aol wfg- Fo3 QA= HE Zxata ok o= &L
£0] vj% @2 A9 FEHFo] BV v FFo] Y] wiie] W

¢



|38 Bobrlel o9 gugmimel e ¥4

|

rx
O

Fe R0 A3 B8R goe e AR A
1473 24& 903t Obstfeld and Rogoff(1995)2] R oA &
17347 0] AAkx}e] % 3Kproducer’s currency pricing: PCP)E. ©]F0]=]7]
ol TohHEL A "dfzh:}. Betts and Devereux(1996, 2000)%= Obstfeld
and Rogoff(1995)] E&el| A% T4 7IAEAAHPIME EYFLE
A Tl 7t "3%]3};‘] AE AP RES SRk o] o
7VAA R o] vg EPolM e FEiFd &) 7P BEAE B
olA Hedl o= 94:—',1«] 3} 9] % 2 (monetary shocks)?] I ZH]ol| 3
FLE vAA G FAE ALY F HFEEAEE d=59 3T
< #EUFE 53 &3] FF3te] F40] Sl AdHe As A
A Bt wetd 73d g deke] nE RFM e HEdEA R}
FEACHRT Y8 Aog Jehdtt
A Devereux and Engel(2002) PTMO| 13jd T¥oA &9 &
ARAZFEAC R Qdle] @8 FAo] FrME Bl ohE FEHEN
o] AEHF| ofFy FFE v|AA Xite AAE 7}?{4 F AeEs
A

o, of
2 o
X to
off X
=2

0%
4

=2
=
7

)]
=
7

N,
Y

N

ISV
ol

rok o}d

Hol1 9t} o]FX PTMER ofz} Bhx gt %Zﬂ 17e} ojd

Z AH X}(nmse traders) 50 EAY A$ F&HFJol AX 2 e &
gtﬂ%"ur o} AAAAHFS HFA 7hell #2(disconnection)”} L1}
G 5 9SS Hola gtk & E&AIE0] ¢ @ H Lo &l
gAEFEE Aase 7137152 AU Y & U] died by
789 &S YaME 1UE Fgo] & To7 HFsof It Fg&A
: ggo] #o}x)7] W7

7Hgo] e A% B0l 599 Ml wlHE
o 722 olek ANAARGO] A E FRE HolAlt. 0|9} Yo e
o o3y HE @ 27150l e AL e gHor A

oo stoiF 78 e FATREA I0HA TSR] Al sk
AYE A F Uk AAZ W53 7 T2 A & dis) 53



A & drER 39

$t §-Al(benign neglect) FHE I e AoE BT

Engel(2001)2 Engel and Devereux(1998) 28-S &Aslol nj=Zo AJAt
A= 2E3E JPAMERPCP)S St HA|ZY Aiake 4|z F3
Z 7IABCPIM S sk B8 At ke o) o] F yete
AR 247] O HAARNAES AGstd A F AlFe] disiMe
AEY7te] HAo] AR FAT wF AF diside Y7
o] sl Aok ol2idt 7MY 3ol A Engel2001)& WA 7S] &
AT 8L T334 A3 374 g&EstA B 2ol Yt
EEAA S FA3] AAT F Ade IFF T AdAHNT e FS T
=9 FEaFFel ARy aRET &7] wiel(dy LekAE
=9 F3 o) AN FIHAHEG HF Aol wigel) HAIE
IRFHEAEE "t Zo] FAY SdoA uiEdE £ o &
o Tgdtth. 18y EFHEAE AAT & e Al 2958 HEEE
Azt AAFTES 5T TR P AolA dr. o) |
A2 F3ad 57F Hagte] BAEEE MLy, O AR FYE
7+ AeS 7HH Q7] wiolth olgh Fo] MFEEALE FEAE
o] 25 23|78 BEF}TTY FAL FUENMISE B3 AFHe
Z A= 7)5S F FE YD

Bacchetta and van Wmcoop(2001) & FE719e 1A e F3EA
42 (invoicing)0] 71& EZO] YJAF o7 FAXO: FAMES AHst
1, ol WAss Eﬁéé At gk v]5e "‘?Jﬁ% ‘ﬂ 80% ©]
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Executive Summary

Exchange Rate Pass-Through in East Asia

Sammo Kang and Yunjong Wang

Recently, in the new stream of open economy macroeconomics, a lot of
attention has been focused on the analysis of pricing-to-market behavior, or
local price setting behavior, to find if changes in the exchange rate have any
effect on the behavior of final purchasers of goods. If nominal exchange rate
changes are not fully passed through to goods prices, countries adopting a
free floating exchange rate regime would not have to worry too much about
a high level of exchange rate volatility. However, East Asian countries seem
to have a “fear of floating,” because fluctuations in the exchange rates tend
to destabilize the economy through various channels. For instance, exchange
rate variability is an important factor directly influencing the home country’s
price competitiveness against other countries. If a country does not have
market power to adjust its export prices in response to exchange rate changes,
then its profit margins have to be adjusted. The country’s profit flows
become vulnerable to exchange rate shocks. At the same time, small open
economies in East Asia tend to have a “fear of inflation” due to high
pass-through of exchange rates on import prices.

In this study, we aim to carry out a very extensive analysis of the long-
and short-run effects of exchange rate pass-through on export and import

prices. By doing so, we aim to draw some implications for an optimal



exchange rate regime in East Asia. Noticeably, this study provides abundant
empirical results relative to previous research, since we compile and analyze
data for a number of East Asian countries, including Korea. Furthermore, we
compare Korea and Japan in terms of the long- and short-run effects of
exchange rates on export and import prices by product. Through this analysis,
this study turns out to support the hypothesis based on the previous
microeconomic analyses that exchange rate pass-through can differ depending
on the market structure of individual products.

Our empirical analysis produces a number of interesting results. First, in
terms of exchange rate pass-through into export prices, among Korea,
Australia and Thailand, the effect was biggest in Australia followed by Korea
and Thailand. Of the three countries, Korea and Australia have similar-sized
economies, whereas Thailand has the smallest economy. In general, exchange
rate pass-through is higher in countries with bigger economies than in
countries with smaller ones. This is because in general countries with larger
economies enjoy greater influence in the international markets and therefore
can adjust their prices in response to exchange rate fluctuations to maintain
their profit margins. However, some caveats are required in interpreting our
analysis because it is basically based on aggregate data. Nonetheless, our
results generally coincide with the previous empirical evidence based on the
firm level. In Korea, when the exchange rate changes, the ratio of
pass-through into export prices is bigger than in Thailand but smaller than in
Australia. Relative to Australia, Korea has less leverage to raise
dollar-denominated export prices when the exchange rate appreciates and
hence, it is difficult for Korean companies to secure profitability. This is why
Korean companies face an even bigger problem when the exchange rate

declines rather than when it rises. Also, the finding that Korea’s export prices



are heavily influenced by a rising yen-dollar rate provides indirect evidence of
competition against Japanese companies.

Second, the comparison of estimated exchange rate pass-through in a few
East Asian countries shows that Singapore has the biggest pass-through, while
Korea and Australia have similarly moderate pass-through, and Japan has the
smallest. Of the four countries, Japan has the biggest economy, followed by
Korea, Australia and Singapore. That is, exchange rate pass-through into
import prices is biggest in smaller economies with a high degree of openness.
These results indicate the importance of exchange rate stability in maintaining
price stability in Korea. In particular, we infer a very close relationship
between exchange rates and prices from the evidence that the exchange rate
increased sharply during the period of sudden price increases in 1998 and,
conversely, the exchange rate remained steady during the period of price
stability in 1999.
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