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Abstract

Japan has been an important trading partner for Taiwan over the years. The trading
statistics in 2013 showed that Japan was Taiwan's largest importer and the fifth exporter,
and was also the key resource of industrial manufacturing technology, making Japan
remain a significant role in Taiwan's economy. After swearing in for the second term on
December 26, 2012, Prime Minister of Japan Abe Shinzo successively implemented bold
economic strategies to revive the economic slump lasting for a long time as well as
trading deficits for 2 years in the roll; given that Taiwan's import and export are highly
related to Japan, its reviving economic strategies will have a certain-degree influence on

our economy accordingly.

The study aims to analyze whether the change of the exchange rate in Yen and USD
will influence on stock price return. We attempt to campare the Taiwan Stock Market
Weighted-Price Return before and after (2 years in total) Abe Shinzo's edited the first
Prime Minister of Japan, thus the sample peroid is from December 27, 2011 to December
26, 2013. Empirically, we selects stocks accounting for over 50% import and export
including plastic industry, electrical machinery, electric cables, chemistry industry, rubber,
automobile industry, and electronics, and its correspondent Sector Price Index from
Taiwan Economic Journal Database. First, the study divides the sample period into two
categories, and analyzes the influence of exchange rates on excess returns of stocks
through regression analysis and volatility analysis. Finally, Chow test is adopted to
determine the structural change between the sample period.

The empirical result through regression analysis shows that the change rate of the
exchange rate on Yen has a significant influence on excess returns of electric cables and
rubber stocks, while the change rate of the exchange rate on USD has a significant

influence on the excess return of rubber stocks. In terms of the empirical result through



volatility model, the change rate of the exchange rate on Yen has a significant influence on
excess returns of electrical machinery, rubber, and electronics stocks; the change rate of
exchange rate on USD has a significant influence on excess returns of electrical
machinery and electronics stocks. Chow test shows that a significant difference occurs
between plastic industry, electrical machinery, electric cables, and chemistry industry and
the effect of divided categories before and after Prime Minister of Japan Abe Shinzo's

assumption of office, indicating that the structural change between these two periods.

Keyword: Yen Exchange Rate, Taiwan Stock Index Return, Chow Test, Volatility
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(= )& 7 #5782 % 4% % $3) (Random walk with drift)
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(2 )@ R fopr 484498 2 g 8% % #-3 (Random walk with  drift and
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AY, = ag+ Y Yo+ Bt g srrereereei (3)
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ALF g 2P Lo kF 2 BR AABRY S Ho y=08 7% ERR4
dote LRSS GIESHy REAZERFASTHEI EHE RO TR o

= ~ ADFi& z# (Augmented Dickey-Fuller test)

1% DF e 3% R iRIPEF B 50 ALY - 0f (iUt = [ f Vi fFiAe > ¥ R4
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ERNIEALIE ST QAL &1 3]
REFU AL 2 BB FY ADFR %2 & 8 194 25 & BB

e o M ERE E R EERT
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AP RIFFHP BRI EE ARSI RFEHL PR
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B¢ VOLyg, H4p# A BB F 2k VOLgp Tdp P M 5 2 b o An b
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(Non-stationary) » i & #i& {73 jF & 47/ > - & 4 g e j7(Spurious Regression)

-_\_.
>_\.
(r

3 N T

¥

W25 4 kR i R ARG ik ehfafa 4 (R?) ST 2 rFiest £
g AFREFY NG EEBR 0 L E RS HTHEE 2 N L E R SRR

B WAL GEA AT DI ko STE PR R TR R L6
d % & (Difference) ¢ 7 5 12 %> ii*m £ % i fF kA 47 o GARCHEA] 54T 4 ek
R T
PP(Phillips and Perron) ~ DF(Dickey and Fuller) ¥ 13 #& - &5 & 57 " % | AL FF 47 ' 4p

fe~EAp RS $d 5T s ADF-PP-DF = fith 330K ¥ & % %k

& F_M(stationary) - & 3 #-4] * ADF(Augmented Dickey-Fuller) ~

£08 H U Rkt BRI R S
Panel A: # 7 48438

ADF DF PP

PRI LRGP F -21.56749***  -19.61714***  -21.57350***
TP QP F -20.79719***  -20.49241***  -20.78723***
TETHALRFMS -21.14150***  -2.888771***  -21.22128***
CE1 EQHEFEMS -19.79605***  -18.61337***  -19.76335***
BI% R Ap AL TR AR Y 5 -20.53077***  -2.001294**  -20.51092***
B3 RS -19.81455***  -19.78452***  19.79858***

T RAp AL S -21.76708***  -21.72645***  -21.79414***
B i B RS -22.24249***  -21.80487***  -22.24249***
2P RHF -22.39200***  -22.26709***  -29.09741***
PRIP B g5 -24.67934***  -23.36775***  -25.00741***
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29 wEAdrl-a

R AP

T PaE TP LBLN MFIE BOH 0 TB1¥ R
B AL IR Y 1.0082%**  0.9375%**  11201***  0.8580%**  0.7826%**  13360%**  1.0890***
(0.0647) (0.0382) (0.0409) (0.0287) (0.0433) (0.0636) (0.0184)
FAmL RS 0.0900 -0.052 -0.0081 0.0508 0.0007 0.0378 0.0589
(0.1296) (0.1061) (0.1132) (0.0797) (0.1200) (0.1760) (0.0509)
P s 6 5 0.0084 0.0538 0.1015** 0.0187 0.1062* -0.0291 -0.0062
(0.0589) (0.0481) (0.0515) (0.0362) (0.0546) (0.0799) (0.0231)
- P AZIEAR Y 0.0285 0.0525 0.0003**  0.1343*** 0.0674* 0.0682** 0.0134
(0.0321) (0.0299) (0.0281) (0.0264) (0.0347) (0.0322) (0.0155)
# 5 -0.0248 0.049 -0.0058 -0.0183 0.0347 0.0743 -0.0013
(0.0396) (0.0325) (0.0346) (0.0243) (0.0367) (0.0539) (0.0155)
R-squared 0.4956 0.5634 0.6129 0.6578 0.4099 0.4927 0.8821
Sum squared resid 377.5844 252.6428 288.3955 142.6899 323.5474 696.2899 58.2601
Durbin watson stat 1.9477 2.1054 2.2654 2.0997 2.0097 1.9493 1.9822
F statistic 120.5957 158.3712 194.372 235.9805 85.2715 119.2077 918.3395

3oL LOkkK s kkerko w4 o 1% ~ 5% 10%488 F oK 8 o

2.tk AR 12011 & 12 ¢

3. 1EHLN AIREA -

27 p 3 2013 & 127 26 p o
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% 10  fF o A7 -5 3

T P1E DEBR TELA O SR Borss,  cf1% Lok
B A SRR 0.9357%%%  0.0849%**  12469*** 0.9232%** 0.7453%%%  1.3104%**  10715%**
(0.0568) (0.0444) (0.0504) (0.0342) (0.0461) (0.0712) (0.0162)
AR RS 0.1846 0.0469 0.1046 -0.1491 -0.4385** -0.0226 0.0727
(0.2387) (0.1865) (0.2113) (0.1431) (0.1931) (0.2980) (0.0680)
P s 6 5 0.0374) 0.075 0.1596** 0.0086 0.1020* -0.0687 -0.0068
(0.0753) (0.0590) (0.0667) (0.0453) (0.0613) (0.0945) (0.0216)
- P AZIEAR Y 0.0736* 0.0817**  0.0937*** 0.1509%** 0.0646 0.0663* 0.002
(0.0402) (0.0339) (0.0321) (0.0292) (0.0393) (0.0371) (0.0141)
# 5 -0.0589 0.0086 -0.0051* -0.0265 0.0702* 0.0492 0.0045
(0.0493) (0.0386) (0.0436) (0.0297) (0.0402) (0.0620) (0.0141)
R-squared 0.4621 0.6131 0.6596 0.7116 0.4792 0.534 0.9333
Sum squared resid 279.9317 171.5173 219.4538 101.4554 184.9981 440.7969 22.95196
Durbin watson stat 1. 9551 2.0007 2.2183 2. 1579 1. 9743 1. 9299 1. 8723
F statistic 73. 0149 134. 6995 164. 7121 209. 7255 78. 2164 97. 4004 1190. 21

oL ]Uokkk s okkgrkoy wl ko 1% ~ 5% 10%4%f F oK o

2% AP R 12011 & 12 % 27 p 3 2013 & 5% 23 p o

3. 1EHLN AIREA -
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% 11 ﬁﬁfﬁ“/} 17 1-t5 2

T3 P E TEBE 0 TETE H1E BONhR 0 RaE TS
T H-AZ 7 3R Y 1.2885*** 0.8108*** 0.7277*** 0.6114*** 0.8134*** 1.3786*** 1.1476***
(0.0825) (0.0787) (0.0646) (0.0516) (0.1053) (0.1466) (0.0534)

FARIRRF 0.1056 -0.0569 0.0429 0.1444 0.1730 0.0107 0.045
(1.440) (0.1377) (0.1136) (0.0902) (0.1826) (0.2522) (0.0933)

PR %6 5 -0.0221 -0.0054 -0.0489 0.0005 0.1158 0.0424 0.0055
(0.0866) (0.0828) (0.0682) (0.0542) (0.1099) (0.1518) (0.0562)

w0 — P AZFR 3R pY -0.0862 -0.0432 0.1183*** 0.0691 0.0583 0.0678 0.036
(0.0496) (0.0622) (0.0570) (0.0581) (0.0695) (0.0647) (0.0395)

B PETE 0.071 0.1543** -0.0027 -0.0069 -0.0482 0.1264 -0.0120
(0.0614) (0.0594) (0.0481) (0.0384) (0.0777) (0.1078) (0.0397)

R-squared 0.6349 0.4359 0.4919 0.5031 0.3052 0.4043 0.7677
Sum squared resid 82.80078 75.54945 50.94302 32.40483 132.739 254.0205 34.75527
Durbin watson stat 1.9838 2.2388 2.4786 1.9539 2.0302 1.9812 2.0809
F statistic 63.4783 28.1997 35.3386 36.948 16.0316 24.7693 120.6209

i aiad NS L ) 2 7 1% ~ 5% &2 10%@%‘*1@ o

2% AP 2013 # 57
3AEH S HFAL -

24 p 3 2013 & 12 % 26 p -
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% 12 Chow & 7 - ﬁ’ﬁ; A

PH1E TRBR OTELN CFIE KN T81¥% Rk
AF 1 3.9962*%** 13.2408***  6.4965*** 6.4378*** 1.7861 0.2068 0.9349
LF I 7.5789***  3.3310*** 6.4383*** 5.5145*** 0.7814 0.1451 1.5745
a3l 2.0049* 2.7165* 3.3991*** 3.6979*** 1.2476 0.0701 1.4316

i 1 xFx L KRk 5] % 7 1% ~ 5%z 10%%;7‘:’3?,};1? o

2T CwpHEF S 2011 F 127 27 p 3 2013 &5 23 p ~ (s L 2013 F 52
24 p 3 2013 # 12 % 26 p o A ¥ - wipHpF 5 2011 & 12 % 27 p % 2013 # 6 7 26
P fsHp RS 2013 & 6% 27 p 3 2013 & 127 26 p oA EHIMM: w5 2011 & 12

P27 p 1201377 Op ~fcHpHEFLS 2013277 10p 2 2013 %127 26 -
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FPFERIEF FTAI1EAREE > ¥ P RN AE A A MELT ¥ A ko F
ZARAE TR P E 1 PR R - SHREAS S FTAHIT
HEZERTM  TUAHIN M2 v P B EPIBAGLA TR AT S5 2 T
Mo defidr 261 £9 0

39



# 13 d o 47 1-2

Mk A F

e LA g ¥ TR TELH nEa ¥ B it AR S R
T A 3F 4R pY 1.0436*** 0.9054*** 1.0890*** 0.8420*** 0.7802*** 1.2971%** 1.0640
(0.0348) (0.0358) (0.0324) (0.0248) (0.0356) (0.0496) (0.0125)
FAmF A 0.1294 -0.0788 0.0869 0.0721 0.0140 0.2125 -0.0425
(0.2532) (0.1797) (0.2261) (0.1438) (0.2302) (0.3203) (0.0704)
2 R & 0.1374 0.2040* -0.0739 -0.0379 0.0764 -0.0936 -0.0357
(0.1374) (0.1058) (0.1171) (0.0786) (0.1244) (0.1730) (0.0452)
- P ACIRAR Y 0.0326 0.0568* 0.0930*** 0.1331*** 0.0766** 0.0362 0.0059
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R-squared 0.4974 0.5624 0.6098 0.6573 0.4044 0.4917 0.8821
Sum squared resid 376.2083 253.1671 290.6925 142.9141 326.5472 697.6581 58.2813
Durbin watson stat 1.9673 2.1145 2.2927 2.0978 2.0332 1.8876 1.9813
F statistic 68.9963 89.6143 108.9679 133.7025 47.3435 67.4330 521.3435
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Durbin watson stat 1.996 2.0369 2.2586 2.1733 2.0597 1.8652 1.8637
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w0 — P AZFR 3R pY -0.0612 -0.0068 0.0874 0.0741 0.0584 -0.0064* 0.0176
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Durbin watson stat 2.0044 2.2826 2.399 1.9687 2.0162 1.9668 2.0332
F statistic 35.2294 15.3801 19.8853 19.7664 7.9331 15.4027 66.0423
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(0.1036) (0.1037) (0.0814) (0.0673) (0.1435) (0.1738) (0.0774)
a0 — P AT FR 4R pY -0.0451 -0.0754 0.0957 0.0393 0.0467 0.0701 0.0447
(0.0585) (0.0751) (0.0681) (0.0675) (0.0840) (0.0747) (0.0507)
B e 0.0591 0.2151** 0.0336 0.0037 -0.0949 0.0692 -0.0103
(0.0651) (0.0671) (0.0514) (0.0423) (0.0904) (0.1097) (0.0487)
R-squared 0.6046 0.3889 0.4734 0.4947 0.236 0.3962 0.7064
Sum squared resid 56.12577 56.1756 35.14132 24.05995 109.3197 160.5351 31.84615
Durbin watson stat 1.9201 2.1173 2.3973 1.9037 1.9851 1.8576 2.072
F statistic 43.5779 18.135 25.6199 27.9024 8.8054 18.6992 68.5695
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SEII S SR G | B R

e LA L T TELE 0 g1% o 74 eax T3
B A IR Y 0.9523**+ 0.9333%*+ 1.1978%** 0.8991**+ 0.7878%** 1.2873%** 10647+
(0.0389) (0.0396) (0.0386) (0.0282) (0.0384) (0.0568) (0.0133)
iAmI P -0.0282 -0.075 0.1045 0.0934 0.0974 0.3104 -0.007
(0.3240) (0.2074) (0.2617) (0.1760) (0.2589) (0.3404) (0.1046)
PRl " 5Ok B 0.0859 0.0319 -0.0142 -0.0156 0.014 -0.0941 -0.0179
(0.1162) (0.0781) (0.1019) (0.0609) (0.2589) (0.1258) (0.0355)
- pAZEEdR 0.0749* 0.084*** 0.0987%** 0.1532%** 0.0897** 0.0406 -0.0016
(0.0425) (0.0319) (0.0328) (0.0314) (0.0375) (0.0347) (0.0137)
# §EE -0.1078 -0.0372 -0.0238 -0.0196 0.0247 0.1062 -0.017
(0.0425) (0.0548) (0.0656) (0.0424) (0.0614) (0.0933) (0.0212)
R-squared 0.4664 0.6077 0.655 0.7028 0.4747 0.5166 0.9327
Sum squared resid 296.291 186.6446 232.1358 108.4616 206.2387 508.121 24.69595
Durbin watson stat 1.9939 2.0727 2.2705 2.1764 2.0364 1.8737 1.9481
F statistic 44.9519 79.6703 97.6305 121.6152 46.4746 54.956 712.7771
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A6 A 111

TR TR TR TELH 1% BB 5 4p B T dp
T H-AZ §R 4R pY 1.2872*** 0.6793*** 0.6957*** 0.6291*** 0.7236*** 1.3834*** 1.1410***
(0.0555) (0.1019) (0.0716) (0.0623) (0.1381) (0.1356) 0.0483
E NS TS 0.4585 0.3847 -0.059 -0.2581 -0.1293 -0.2872 -0.1441
(0.4321) (0.5019) (0.4033) (0.1863) (0.4929) (0.5627) (0.3839)
PRl ok & 0.145 0.3099 -0.3872 0.3458 0.4077 -0.1472 -0.5714**
(0.3464) (0.4151) (0.3292) (0.2750) (0.5993) (0.6574) -0.2272
- P A 3F AR pY -0.079 -0.0982 0.1031 0.0635 0.0401 0.0153 0.0384
(0.0535) (0.0851) (0.0719) (0.0732) (0.0482) (0.0646) (0.0544)
BB -0.0811 0.0104 0.2071 -0.104 -0.2023 0.2373 0.3069
(0.1649) (0.2104) (0.1613) (0.1325) (0.3313) (0.2812) (0.1171)
R-squared 0.6481 0.4065 0.4306 0.4752 0.2362 0.4147 0.7447
Sum squared resid 66.91299 58.34449 40.95859 27.21944 118.1406 187.3688 32.43445
Durbin watson stat 1.9671 2.15 2. 4694 1.9 2.0089 1.9195 2. 0781
F statistic 31. 5683 11.7409 12. 9663 15. 5231 5.3013 12. 1445 50. 0101
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IS S Tl | | BT

e LA r L e TR TELH LEIE Rk eax T A
B A IR Y 0.9590%** 0.9173%** 1.1638*** 0.8836*** 0.7836** 1.2878*** 1.0670%**
(0.0519) (0.0384) (0.0384) (0.0277) (0.0380) (0.0565) (0.0129)
iAmI P -0.0111 -0.1092 0.1334 0.1047 0.0694 0.3466 -0.0112
(0.2642) (0.1942) (0.2643) (0.1678) (0.2452) (0.3152) (0.0952)
PRl " 5Ok B 0.117 0.0542 -0.0716 -0.0211 0.0686 -0.0422 -0.0244
(0.1191) (0.0796) (0.1003) (0.0626) 0.1241 (0.1304) (0.0356)
- pAZEEdR 0.0411 0.0809** 0.0910%** 0.1538*** 0.0886** 0.0382 0.0022
(0.0376) (0.0317) (0.0323) (0.0315) (0.0169) (0.0335) (0.0132)
# §EE -0.1197 -0.0454 0.0013 -0.0176 0.0067 0.0823 0.0189
(0.0767) (0.0558) (0.0675) (0.0433) (0.0601) (0.0947) (0.0220)
R-squared 0.4796 0.6025 0.6367 0.6932 0.4756 0.5163 0.9337
Sum squared resid 314.7220 191.9833 246.3230 113.3038 211.1815 535.2340 25.57899
Durbin watson stat 1.9476 2.0876 2.2765 2.1521 2.0485 1.9201 1.9433
F statistic 85.713 79.8869 92.3722 119.1076 47.805 56.271 74.0104

o] R R nl L o 1% > 5% 10%4%F F oK o
2’]‘7**??]?-20113 129 2755_2013&75950
SHHA SHEL -

57



4 8 s A1 -5 8

£ 38 P ¥ T TETH g ¥ B a7 4 SRR T
T F-AZ §f 4F pY 1.1921*** 0.8118*** 0.7812*** 0.6795*** 0.7573*** 1.3372%** 1.1389***
(0.1050) (0.0899) (0.0634) (0.0624) (0.1751) (0.1207) (0.0529)
FAmFREH 4.6702** 1.242 1.3899 -2.4429** -1.4309 -2.3591 -1.7634
(2.0549) (2.3586) (1.2384) (1.0856) (2.9016) (2.7412) (1.2213)
PR 5L 6 -6.3055* 0.9447 -3.0689* 3.62565* 2.9629 6.0417 1.3508
(3.6344) (4.0568) (1.7362) (2.0408) (4.0548) (4.5332) (2.2391)
- P A FRAR Y -0.0778 -0.1349** 0.0299 0.0547 0.0556 -0.0174 0.0501
(0.0716) (0.0671) (0.0611) (0.0806) (0.0970) (0.0831) (0.0617)
B e 2.4964* -0.3565 1.2835* -1.4249* -1.3024 -2.364 -0.4337
(1.4791) (1.6381) (0.6772) (0.8278) (1.5689) (1.8345) (0.9152)
R-squared 0.6221 0.4069 0.4642 0.4822 0.2225 0.4047 0.712
Sum squared resid 53.63495 54.51472 35.75644 24.65664 111.2584 158.2624 31.23635
Durbin watson stat 1.9375 2.0726 2.2434 1.9104 2.016 1.7179 2.1205
F statistic 26.1088 10.8807 13.7367 14,7652 4.5376 10.7812 39.2058
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