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AaM e dAHES E=Edte HHo] Basith & Ao e Bo-wah A
Aol 71Zxske] FAAL 7l &8s AT 73t ol FAAE o
Fobe T8 JH7E o)A S 59 AFdaolAY, £ F2 HEs
o] AFEEE wEval 76k, Zldage Hdist wAs s g 7
haolel Hoist wAek Yttt AErhdoel BHstal, Fade] ARV s
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var[R (DX)] = [INV,_, (FX)]%var(P ) + X!_,var(U_,C,)
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o 4 g, oM, AA7IKke] AoASE AR EN EF SR AL 2
A2 34T 4 9

<E 1> 7|7HE YstEA AdEtet B SEi2te| Al & OLS FHZ ot

ZA% | USD EUR GBP CAD CHF AUD HKD SGD CHY
1-71¢
) 0.498 0.661 0.626 0.574 0.687 0.600 0.495 0.658 0.497
$ | 0413 0429 0.295 0.633 0.681 0.673 3.134 1.051 3.410
R® | 0.342 0.478 0.438 0.400 0.507 0.432 0.340 0.477 0.342

0.546 0.729 0.706 0.609 0.747 0.646 0.557 0.711 0.542
0.476 0481 0.349 0.700 0.770 0.731 3.756 1.188 3.874
0.387 0.561 0.533 0.437 0.584 0.491 0.394 0.543 0.383

p 0.491 0.715 0.707 0.594 0.682 0.671 0.502 0.679 0.484
B 0.392 0.455 0.326 0.624 0.695 0.723 3.098 1.105 3.135
R® 0.367 0.552 0.545 0.423 0.520 0.525 0.370 0.507 0.361

p 0.592 0.685 0.745 0.689 0.612 0.690 0.590 0.698 0.580
B 0.429 0.408 0.311 0.648 0.596 0.701 3.275 1.076 3.392
R® 0.439 0.538 0.602 0.017 0.474 0.553 0.436 0.532 0.428

0.578 0.696 0.711 0.735 0.634 0.708 0.588 0.691 0.566
0.470 0.419 0.317 0.741 0.635 0.758 3.663 1.142 3.718
0.458 0.589 0.600 0.589 0.520 0.600 0.464 0.552 0.445
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AUC, = U,C Uy €y oItk 4 Q03 ADAA & 5 o], #8499
FEUes ARUSE ZF ARGeolt. W o8 A& ABRES %
N AR w HIEEEINE IMEE)S £408 old AT W9
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ECM= &8st gAve]e 2 s 7izEs H A4 A &s T3
AP = ap + AP(th—i_’B'Fxt—i) T epy
(12)
AF = ap *+ AF(th—i_’B'Fxt—i) T ey
AP = ap + AP(th—i_/B'UCxt—i) T epy
(13)
AUC = ay *+ AUC(th—i_’B'UCxt—i) T Euex

AR wapel g el Hawat dAnES 242 A (12)9 (13)¢] Zargdow

FH A= cov(ep,ep)var(en ) cov(ep, ey )/var(e o) £TRD
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Analysis on the Hedging Effects of the
Introduction of Won-Yen Currency Futures

Contract

Won-Cheol Yun

<Abstract>

Despite of regional closeness and active trading between Korea and
Japan, there is little empirical analysis on the foreign exchange risk of
Korean won and Japanese yen. Recently, the Korea Exchange (KRX) has
introduced a Japanese yen currency futures contract. The main objective of
this study is to examine the hedging performance of this foreign exchange
hedging tool. This study sets up a theoretical framework for two hedging
scenarios for yen—denominated investment with direct and cross hedge
types. According to the simulation results, the 1:1 naive and the minimum
variance hedge strategies using OLS and ECM outperform no—hedge
strategy. With respect to risk reduction, the minimum variance hedge is
considered to be superior to the 1:1 naive hedge. More importantly, the
hedging performance of direct hedge strategy proves to be even better than
that of cross hedge strategies. The differences in the hedging performances
between direct and cross hedges would be regarded as the effects of
introducing Japanese yen currency futures contract.

Keywords: Won/Yen Currency Futures Contract, Hedging Effectiveness, Cross Hedges
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