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autoregression), Trilemma

[. 43
Aol B3tslrt sk v 714slE] o ol whah Zhare] o]z}
SHco-movement) ¥] 3L AT} 53] 58 B w7kl &
o|Z& WEo] AZA= O ojxbE WEe] nX|= 9k g3
2] &3} ddo] Astdel el AEAI ol
JAE LFFo=N ] F3a§ oAds SAE =
Atk & ATl = o] AR dRste] o
23] 5
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=712 ol#gt AFel g 42 trilemma M-S AHSdHE A
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Mundell(1963)9] trilemma 7ol ©sHd, 3714 =Ala§ A5t Fol
A 2ME 2 7HAE sl B ddEd = glok 37 584
TS AR Aol A 43hs FA 9 514 Fa o) w
2hA] trilemma 7Faol o8, AR ApolE 8ol A= Al Ao
o|A& WEo] n=e] o|xfgel o3l H-g-EA] = £HA T A a3
& FHa| i o] HEsS AdAske Aol iyt Q.

Obstfeld & Rogoff(1995), Klein & Shambaugh(2013), Goldberg(2013)ell
M= AR oA ARtols sl A] WESEAEE AHE 7 14
AEAEE AT 7t vE] A7 (base country)¥e] T o] 2}&-<]
Ex3}F o] AA YehE R ASA =] WesEAE Aud 49 4
ARRZE 93l SHACRE SRS Fxeh= Ao] 7hsstrhal gt

Miniane & Rogers(2007), Bluedorn & Bowdler(2010)1 4= vl=r2] o]#}
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AwE A 73971
37k 6 vk F)
53 o] wYshES
oS Sk AaE

e F4EE g
11—0

SIEAEE Qe 7ol Hla) w8l A3 &
t}. Aizenman et al.(2016)ol X% FgA17do] 7N
A= 2 GG TF o2 WEe] AAA o]
&l trilemma 7} AAsh= Al E AAsHATh
sh= Azl=re] w2 WEo] HXe IA% g
2 g0 WERko® Aofdk = Aol dial FA Al A E 2

Rey(2016)+= thati ARtolso] EAIskal 1L T/ thefatn Zh=e] =4
FATZE YstRs ASA o] -5 WEA7]= ngﬂgg 5314
=94S HrE] ooty Fsch Al 2

Lo A Aol Fol tigh FA178 ?H—% A estr] ol
g W e Hd3 g3E

2k

o}m JHU

o

F

o%‘rgxﬂéz XHE%‘?& ’d%’\]@*ﬂ?@WE IHBEA LS iHE—”,?_& =7}
TR R A3s wEleke] w8l sxst dde] fred e
g @] 58] Aol trilemma 7HEol Febels AdE B s
3L Caceres et al.(2016)94+= 8] 5Z3} dAtol el F=2] Z7]A
F717F =AY Fokal Fsnh = e
& 3ol frAbeE EshgAlS Hls=gk A7)
A Fago] veb = dokal F4eksith
Jol #3t 7]E] AS AT tiFE 3l (panel) HlolH & AM-3f
1298 14 &3 3fd 52 (fixed—coefficient panel regression)ol 4]
3-8 8.9 (common factor)o] B w70l sUd FF= 7
I Qv HIEAARD 7S Skl gtk dAIR o] Qdtk Bk s R
oM 7F ko] A A (heterogeneity) S F-3] WHdsly] o th= dHAl
7F ek shAIRE Aol A= Fid 3 A o] opd AAIE RS 2EGeR
3 o]aa 2
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=N A7) w3 5] =R FdiEar glovt ofds] AAE <
A7t vgeteh 71 wele] A =) o AP AAEA a”ld) A
ol = A7 Al By 8 ARA] d&F T ol A7) =2t
g FREste) AR Qs A= TeEjeke] s2e] SjdoR
TP AEAEE S FebaEe Al AR S mdveE ¢
2 Q8] T3 =Ao] Ha gormz el doAdo] wrfa Rk
B =R e e 2ok Al e AFRAS g 244 =
2 dlolejel] #ate] A gith ARGl AFEA
X]-oﬂ}q AHAZ2O0 W

[e] 212 RN .

ol

glojg] ¥ w3 A=A

Hs ol Age] Myt g9 9 trilemma 7HES S £A45] 9E 5
Aol i3k 71E2] #31(Shambaugh 2004; Klein & Shambaugh 2013)1 4]
Aoz &8y Sy 28 3RS $-838fux} g}

R, =BR,, t7X,, +e¢, (1)
/Bzﬁl—’—ﬂ?ZLt (2)
21(1)& = (periphery country) 19 ©JAH W& R, T4 = (center

??}‘3} B“H Xit= 545 9]

country) b9} °oJA-& W-s(Rbt) It X35 F4
Ao FES = - JE UE AH 2908 X3 oE =it el
]

MRe TR+ ok ADE 9T olhel 9

[e]

Q13 - AAA A
& P A Bils] SAT0 AR i LA, AL
W o] T4 201 LSH= wE 70 o8] s i%? 8 el

S
& Aol A HE Z

| 3 2
(CA°IT 2 M o8 el i s %23‘8}04 E%S}‘Riﬁk <]
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Levy—Yeyati & Sturzenegger(2010)2] WS &-835k0] th3 2lol|A] A|A]
gk nfpel o] eFtH f-ole] HAon] F7te] dughe] G R e
ol gl A AHAsk= iR SASI T

SgAPE 7]l whE 28 PYE(E) = [9]$hrfrolo] WS/ (E)E5t/9h8)]

AREFA] W E(CA)= Al AR 3 2ol oigh /i Aes =
A= A|Groln B Aol A= Chinn & Ito(2008)0 4] AAEH= AFRS A}
43139tk Chinn & Ito(2008)+= the International Monetary Fund(IMF) 2]
AREAR(Annual Report on Exchange Arrangements and Exchange
Restrictions) Hlo|E{ o] ~5 &-§slo] 7} =79] AHEA] Bl Aol o)
g ArAIE skl AEAE N HEE SA4ste] &9 02 1 Alelo] #
© 7 X743 the Chinn-Tto indexZE #&-3kaL ATk

W Xitol]l ¥3e W4E =E53s7] a8 F7] o|xe A%
sto] 2(3)~ (73} o] AAsIATHD & ATl 7]
= olfrv= A71=E7t 719 AvEA}, 7 T AlAH] S 4

3 ot
A2 e Frhe 4 SH 5 5 drk Telm A o) ee] A
1

o

29 9 trilemma 7Hdol #EF =42 V)& @rFE] 95 =AolA 47
w2 95 =AoRE SuEa 97| witeltk S 47] ] A, o]
A& AR aQ1ow F A 9 F3g A, ZdidEd e, B7HE,
TAFEAE 8% T o] MEAABA aRlo] F3H R A8E 2l
7] wfiEolth A1(3)~(7)#} o] e g s By Al AAst
ANA =] F2; Aol m) A 9] AR = f9del o 2

), S S5 ae] AREe] Y T, AAGA, S o2, 9=
oj&kg, €] gl2=a 8l o9& A ofn]gitt. o]#fst 7] o2&
A4 89l By FA F shvbe 7] wEld 43S v e T4

U BARTE FFH R getdt & e MEANEA 2 FHE
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C,=a(l=T7)Y,,—bD;, +uy, (3)
Ly :C[(—i?tie(Ri,tipi?t)+u2,t (4)
M, =fY,, —gR,tug, (5)
F,=h(R,;—R,,;)+kRK,, +1V, +uy, (6)
Szf =L,—F,= K:,ﬁC?:,ﬁ(Dy:,t+ TYz‘.,t) (7)
ZAlaeel A@elA T Alg-e Uem, A3 1zan](C)7) 71
B AE(DYS AGAHDI RS S, FAD F52 4
= EA7E o) A &Ko7 70 28971014 RPe)e) B4
Qg vehdck. =, AWt glnjsks vhe A nhe Akl sldeelE
7} F2E 98 2}EH]80] AAo|x}Eo] FAE AAs= Ao}l E3)

ol

M) =2l A6 Fdheae F3a 2908 IRAS(Y) of#
)oll of3f) AAdrh= 2& ofulgith 2(5)7} ghejahe AAITHA o=
3 Aol F3lra A Fl A om Y] oAkl dFe =Uh
Aot ”(6>£ oAl ] ol =] o]AE AAXHR-Rb), =i
g2~ARK) 2 79 229 g2a(V)el oa 248-& vepdck 272
A, T } =LY #9l, 2Ear ARASDATY) He] #AE ekl
U & BgS g8l ARAA, S, AT A Q] ofuE
ojzHE 71Xtz V7 HdEAREe] T v VAR E
< ’73:]—5‘].0:1 561—;(4 =4 H/\‘]U]—Oi/yq O]X]—g 7<4J} EJ,]_ 2 trilemma 71_@
of thell frojvdt 2as =Estaat gt

@)~ (NS 7] =AelzA&R)l Hate] EH v 2(Q) 7 L2 SoF

=

o o
=

2) T W T AAA, oA RAREE, 2eln S 9Y 89l £ 9
Wabl e Tl s AT B S8 gom, YAusst 9
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o|= Z2lef sh=oll gk Muk 1479

¢ = B, + ’Ylet + ’72[(1'{,31% tsM; D, + ’Y5RK1:,15 +t Vit (8)
210l A (2)E st vt 22 FAAeE YR 4tk

ARm = ﬁ:&ARb,th‘,t + /64ARb,tCAi,t + ’YlP;t + ’Y2Kz‘(jt M+ 74Di,t

T RE Vi Ty (9)

TEHEFR ARE g A SEGd=)E 9 HtolxksolH, A
WE vk 55 A A (Treasury note) w2lo]th AFEAo e A
A Aol et AR el Tele] dAAHE ARE ARSITL
190l ARBE: £8A17% 7]l o8t gk P o wl=ro] 7] o)zt
Ao A8 M (interactive term) 24 7 2910 502 dla9]
7] olxbgol WA= At 2dE AvE = vk o] W] tiE Al
(coefficient) & FATOEZN w|=o] 7] ojxbg W-go] =] o]z&o| H|
A= A7) g AR 8 Y Aol wet thEA] of RE Thetdt
4 Atk wrek Ao zg W4 ARDE7F 52491 K+ AGaS vER
ohA, AR LA TiYdoll e e nAst AstETE o)z b&]
At g3 o AslEs BYo 24 ‘trilemma 7HE O F-3tekAl ok 2
9K ARbCA= AREAE 7H e} ml=re] 7] o]xb& 7] JaAh-g
HEER] T Qlo] BeAow ghn| 52 3 sx3F 52 M3k gl m
A= G AHE gk vkl ARBCAZF 191490 <H(+)9]
AT 222 o] MEE7F S74erE v 7 rlae] Hduk g7t
detee ouleiAl €
2@l A 7t E7HdEEPe)S REYstE tlojE & ghar2soA] Ald)
sk AH|AlE @EZ*HX*% o W& 7|d E7VISES AFESHATE 71d] A
AAHETE(Ke)> tel¥(proxy)E ARSsIItE AREE die]dss
Barro & Sala*rMartm(1991 ol A7) vl o] ml) ALK 7]l b
st 7]t (expected future output)E RFIsk= (/1Y) A8 7Y &S A
L3I B> M29] S7HE HlolEE A8kt A A 2HD)=
GDP( g5 ojH] S~ 9/] ANQA] HolHE o]&stith 2= o]xF&(Rb)
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& nj=te] 5 Wk AF-E A Atreasury note) ]S ARSI

U g HERKE S Ao CDS ZEjv|d o AT
oA CDS Ze|n|ge ool et 9= Faptso] ao] 4149
3 Aol wAE 5 ole A B Sl Adste %—,}]—/\g%%
olt}, 1¢|BE x| CDS Zgn|gL =A< Avjud s} FgA13<]

ﬂ}\ﬂ Z%_I,:_g

Hkedsh= dolE=

Hrodsicta &

Ak 1A 9 S8 AFE =)
v]= Chicago Board Options Exchange(CBOE)ol| A

sk €9 CBOE Volatility #5491 491 VIX dlo|HE AF&SITES)
ASEA 7R dF dloly 9] Al 7Fs sk 717HS 7Atate] 20021 2 ~
20183 119 713+ Beke] € ko), wEek 74 Axfe] 734 (robustness)
< Aastal 229 5890719 S Ats] A& 589171 old 71zt
Q1 20021 29 ~20084 6¢¥ 7|7HS Sk AT
<E 1> £h2|2(Unit Root) A& &z}
e AR Mgl @ Z(unit root)o] EAE
Augmented Dickey-Fuller 239 t-SA4%
ARt ~11.61#+(0.00)
ARb ~13.95%#(0.00)
ARbtEt ~11.96%+(0.00)
ARbtCAt ~13.93##x(0.00)
Pet ~14.20%+%(0.00)
Ket ~14.01%(0.00)
Mt -2.68+(0.08)
Dt ~4.11#++(0.00)
log(RKt) =3.77+++x(0.00)
log(Vt) =334+ (0.01)
s ok s Z17) 109, 5%, 1% TS onlEh 23 ko] A& pvalues
e Lage] ol SIC AR o3 AA=HNE. 2 3724 BFe) 5ol
3 lom A7k FA(time trend)= EFE A S

3) VIX& AlZkal &

02 53l

o FA% Al

Fhe S&PH0AT &4 7HAC] FF
PNNE LERRE AFEA FAFEAFNA
we AT AgH T Qe

A

A A A(CBOE)NA Al
S0l ek Al

9 YRS WS Axe

=]

gl

v U
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A, BFEA Al B g AAIE 25| &80 wE §]5-%(spurious)
A= A7) 98 7+ M) P A (stationarity) S HI2ESFATE <3
1>of AA)E vle} 7o) ADF(Augmented Dickey-Fuller) HIAZEZS 5310
ZF AAE A52] @9 (unit root) S A7 s A3, EE HEES 9ol
AT AT S 71A e R PEAS 2 Blo R e
Oﬂ:[L-J ASEA Wi o2 -85 SVAR(structural vector autoregresswn)
oS3} -8 =9k VAR(vector autoregressions) 280 25 E A

At

i oft i

ol H
S

+u, (10)

21100914 pi= VAR E&°] A<4(order)S YERATE WE y= 2](9)9
23 KAN(K=9)2] YAwTR 44 (Kx1) AE 9 Z, y=(yl, .., yk)’
Itk Aie (KxK) Alg(coefficient) =Holt} u=(ul, .., uk)'©= WA
(white noise) #4& wW=2m E(ut)=0°|th. o] &S i1elste] Al ®KHrestriction)
& Hojal 124 VARS &850 24 2/(1D)ollH 2a8Hel t,...ekt) 7l
Addol gl 7324 FA(structural innovations)©| 7+ Hol] WX <
S B8 4= itk 219 (identification) S EHEF7| fl5ke] FAIH (T
Z) AokS Holgk Autsly 22 VAR R8-S vhS3) 2o] Rl 4= gl

(]

Ay, = A%y, + ... + A *yt,p-l-Bet (11)

qE AS 210 wate] 2D 2ol s & Ak AA1)elA
AAj=AIx( = 1,...p)°olH, et~(0, Ik)elth aE AixG=1, .., p = (KxK) A5
21 (coefficient matrix)©]™, B= 17324 e <] T(parameter) o]},
724 T4 ete F4Y EP Y IxHu) et AP BAE Z=th Ai=
A-1AixG=1,...p)S W5 A-12 20Dl wo=y (FEe) 24
SAE)Y FoFd 2o 1k ut)2ke] #AIE vt 2ol vERd = itk

u, = A" Be, (12)

Amisano & Giannini(1997)e| A 9} vl7kx] 2 F-Zof tjgh B2E w7 2] o]
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Aut=Bets WH38l 3k 29 (exact identification) S $HH.E 5 Y=
d A % Bl tigh Aloks Fofdtowa x4 VAR RS A4

o} o714 T2 FA(et)S 87t A al(orthonormal) A1 Ao
Azl = FEAF g3 (covariance matrix)©] ©H9] 33 (identity matrix)
Fefjolty. 724 T4 57 Gt A allorthonormal) FAlek= 7Hd2,
>=Elutut’17}F 2xke] 34F aEl 49 A 9 Bell oijal o2 22 A
Al °Kidentifying restrictions) 271& F-35HA k.

AXA' = BB’ (13

~—

G, 272 APANAA BHANE LTl thFe] FFL )17
Lok 7bge el AT Agsa gk g olud 1S
ga1o] aule S parametric matrioo] A°ke Folals 37149
He AdST. thl e, 5 Mgk vl A 2 2 2] o
s G F 5 YES WE AR P AN ey 32

o AR AokS F+= structural VAR B3-& F7t=2 Agste] 4

dr A a

7 el A 9ol ol g thgat 2ok vise] 5dE
& 479 53 FaATLl thl H) PFOR o4l
7

a

o1
of o3k gk P} v=e] Y] el (P A
ol sl o)Al JeS 4] S Fog diHn) 5 2 A9
12 7] Floll disl trilemma 7Hdo] AR gF=ths Aotk
AEdoldEPe) B 7 AEAEFAEKe)S F7] w2l vl
< AR dddr T3 7MY 7] S8 Al &
s Eedsitt S8 571 Al fred S ¥kliquidity effect) =
gk 7] ojxp&9] A mIe} @ o|AHE Fhae| W sl ae] Ut
Eeha o 288 Flo)7] wiiolth APAAKD)= 47] =aAls
3 H(+)e] Wgo R JFgS = AR oitHrk
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S el 2QURK)S] B, Tl ARl el 4] 95l Ea
o A4G MM@YOE QI3 B TATE F5A)E
38  Ao2 ABAN 39 2oa 2AV 38

uls 7] Fele) Av 23 2 trilemma M-S A5 S8 et
Rgol 71x3F SAWE-3F(Impulse response function)A]S %l
gatoich SAETE S8 SVAR BE WlellA] 7 W] 1 E—Lr%ii}
=719 K] A0 BAY B9 1 T4 d=o Z7] ojAkeol

A% sk o] vl o|g- MIT 2 Wl 5 FFo| d
7] o)Akl WA= FEE SVAR BHe] FANEHSE ALgate] 245
ek <13 1> A AE J7] el AE6 T ArEs 283
of g Fele] A5t LS W] o) FANSHRE AT 492
BAZ: B3 7] ARAEARE 715 B A, /19 4

BrdE(Ke) 3 Ul Y2ARK)Q] s T4l el 25 Kl Bk
o7 AR FojHl s EMQW 71 o]]e] =gl A=
oAl Ak yehfA gk
<" 1>0llA wl=re] A7) o]Aka(ARD) s A el A7) olAt
= AR FSAT)E AHEe Rl HEiIth viA] e, vl
}7] olxb&e] WEd =o] A7) olxke& TR vl dy At
S HoFErk
ZE)a 7)) AR E(Ke) o WEe] @ A7) wElE A
A7l &B3pE s Rt ol Ak 571 7t ol vt
=
o

rr
Ho

¥ o o

rE

=
B 5 AAHA 7))o i3k 7] th(expected future output) ol W
AZ(FAhe] U g5 IRINA F= A2 AEn) of&, o
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whE AR FAAE 7 Aol B welE Ave e SR IS
Aole}. =) Bl22RKY A% FAL Fe] 47) 2elE wo)How 4

SATIE 282 7 o Ueith oleld Avks #5740 Arug
3 FEAAE B2z 4 :
B oA gS WK ow 4

ol
)
ofF on
o
Hl
2
—m
BY
_>‘i
it
1o
le]
o
N
e,
Og‘:",
fu)
fru
r o
o

<a® 1> SHUSeET 4 d3k ME A 7|2t

ponse to Cholesky One S.D. 2SE.

Response of D(R) to D(R) Response of D(R) o D(Rb) Response of D(R) to Pe

1.2 3 4 5 6 7 8 9 10 12 3 4 5 6 7 8 9 10 12 3 4 5 6 7 8 9 10

Response of D(R) to Ke Response of D(R) to M Response of D(R) to D

1.2 3 4 5 6 7 8 9 10 12 3 4 5 6 7 8 9 10 1.2 3 4 5 6 7 8 9 1

Response of D(R) to LOG(RK) Response of D(R) to LOG(V)

Bl — T B e o e e B
12 a2 4 5 & 7 & 9 M 12 2 4 5 & 7 & 9 M

7o) AAARSE(Ke) D T ]2 2RK)S) 2
(9] Wakom frold whg- welth 1 olele] W] il AL,

g
2 fFoldolq e A3E ugld.
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= =LA . -
<3dg 2> &4U8er =M duk ME A o[zt
Response to Cholesky One S.D. Innovations ?2 S.E.

Resporse of D(R) to D(R) Response of D(R) to d(Rb)'E Response of D(R) to D(Rb)'CA

12 3 4 5 6 7 8 9 10 1.2 3 4 5 6 7 8 9 10 1.2 3 4 5 6 7 8 9 10

Response of D(R) to Pe Response of D(R) to ke Response of D(R) fo M

1.2 3 4 5 6 7 8 9 10 1.2 3 4 5 6 7 8 9 10 1.2 3 4 5 6 7 8 9 10

Resporse of D(R) to D Response of D(R) to LOG(RK) Response of D(R) to LOG(V)

o] A7) ol Ahiol BEAEMS ARBES] 8] H)] FAWEL

nel Aske T Aol @AY

8955 ko) 7] BP9 B25 @4o] ARHYLS welFE At

o 5 AR Y o b, 4%

§W5 ARbES] Ul# 95 Fele] oleld 4w )

ok Aafolth. 2, ghaol AHEA WED S vl5 Felo) B Tl
75}—
4

s

of e 3t A AFAIE S Bk AL nelF 4E
W ARBCASY thall gh=re] 7] olxk&o] el SANES Bl

FEAFE] YL obaE gl Felel FaAe] HekEIeS
olF = Aotk 1e]ar < 2>0] Aol <17 1>olA e} vzt
Az 71d AAAREFAEKe) R Sl g 2A[RK) T4 d= Tl |
o =93 golow xl—Q.ah:]._‘: AL HoFE)

Ueom <a¥ 3> 2298 589171 ol 7zt tiste], ni=r A7)
Selel 9% el B s R sl g Al e 0
5 Aole] FAWLYSE BAG AokE LEhiIch @2e) B7) olg(a

r1r
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RI& 7lt) Aol B Koo thalit $AH 02 feldel )l
& Bgor] v)Fe] 7] FAFERbIS MIEE 71 0l2)e] WSl

155 F4L A b 2, oleie Ao 384

7] olibael @5tel 37 olAgel B el 49l Tl

& Reiith Jel 19 QTR 33

<3y 3> s4u3Ser 24 23k F8917] o™ 72t
Response to Cholesky One S.D. Innovations 22 S.E.

Response of D(R) to D(R) Response of D(R) o D(Rb) Response of D(R) to Pe

1.2 3 4 5 6 7 8 9 10 12 3 4 5 6 7 8 9 10 12 3 4 5 6 7 8 9 10

Response of D(R) to Ke Response of D(R) to M Response of D(R) to D

1.2 3 4 5 6 7 8 9 10 12 3 4 5 6 7 8 9 10 12 3 4 5 6 7 8 9 1
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| ABSTRACT |

The Spillover of U.S. Interest Rate to Korea:
Testing the Trilemma Hypothesis

Jo, Gab-Je
(Dept. of Economics & Finance, Keimyung University)

I analyze the efficacy of the Trilemma hypothesis, as well as the
spillover effect of the US. long—term interest rate on Korea's interest
rate, by utilizing SVAR (structural vector autoregression) methodology
and a open macro model on long—term interest rate. I find that during the
whole sample period, there existed the spillover effect of the U.S. interest
rate on Korea’s interest rate, which support the Trilemma hypothesis.
However, I find that during the pre—crisis period, the U.S. interest rate
did not have significant spillover effect on Korea's interest rate, which
does not support the Trilemma hypothesis. In addition, I find that during
both the whole sample and the pre—crisis period, the expectation on
business cycles was a main driver of Korea's long—term interest rate.
Overall, the results suggest that regardless of the trilemma hypothesis,
the aftermath of financial crisis as well as the expectation on business
cycles played important role in determining the extent of the spillover
effect.

= Key Words: Spillover Effect, Long—term Interest Rate, Exchange Rate Policy,
SVAR(structural vector autoregression), Trilemma



