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Abstract

Since 2007 the U.S. implemented Quantitative Easing policy during the global
financial crisis, which caused nonperforming loan of subprime mortgage soaring. As the
capital return decreasing, the creditor for subprime mortgage has limited liquidity of
capital on assets operation. This causes vastly influence on the U.S. housing market and

the world economy.

In order to save the Subprime mortgage market. The U.S. government had applied
monetary policy with quantitative easing. This causes the U.S. benchmark interest rate
closing to zero and government retrieved a lot of government bonds, corporate bonds,
etc., which raised the U.S. long-term bond prices and lower mortgage interest rates to

avoid the collapse of the U.S. housing market.

This paper investigates the relationship among exchange rates, interest rates, and
FDI, which explore effects of the US quantitative easing (QE) on Taiwan exchange
market. We emphasis on pre- and post QE period where quarterly data used from 1995
Q1 to 2014 Q3 to examine the causation of these variables. This study tries to explain
the behavior of exchange rate, we use unit root test, vector error correction model,
Granger causality test to evaluate their relationship. Based on Hatemi- J and Irandoust
(2000)’s method, we found there exist a long-run stable relationship. After the U.S.
applied QE policy, the U.S. pegged federal funding rate at 0.25, where the exchange rate
and the other three have negative correlation. When the U.S. implemented QE monetary
policy to drive down its interest rates, making the United States a lot of capital outflows
to foreign countries. A lot of hot money flows abroad, foreign interest rates began to rise.
Eventually, we find that QE policy causes exchange and interest rates have a significant
close relationship. This highlights our suggestion exploring the causation among these

variables.

Keywords: Quantitative Easing, Exchange Rate, Interest Rate, Foreign Direct

Investment
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Pl B YR RASTOR ALY IS B EOR T LT ﬁ\ﬁ/)'jfé{
TA T A B R S TR AR P R E T

- wRprag

EEET RGP R ARGF S R FE AT R AT R RS RS
R g R TR o B P A R S 7 1 e P
W e 2 A RAIC T2 SC 2 St I ki @ g PRI DT W e
AIC* AEMFAEFIFAY »SCRI#* AepFFit  E* Sh g FsPhick
WE E AL BT LEFE PRSI LD A FERGI N RN E S
o gt * hE R4 FA 0 A REFEET AIC 2 B0 B B E {8 ) ik
Vo EREGFEY B AT T

% 52w & p ikiiép’? 7% (% - 2 1995Q1~2009Q1)
ERERLE 3 AlIC

0 44.06156
37.23582
37.08731
37.27182

36.87630*
36.93557

gl B W N

ﬁﬁéﬁﬁﬁ¢ﬁﬁﬁﬁiﬂﬁiﬁiﬁﬁgéﬂﬁ
% 539 £ p A s % (¥ - 2009Q1~2014Q3)

7% o B i AIC
0 36.17450
1 32.26069
2 31.93368
3 30.62009
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4 26.76023*
R UM R R R S S R

BEARB T 40 RBFEFE LT Flikdp s S 0 B
By § NMAMRDEE S B RE LD ECCGERY 2 o

= #nggi;é'ifﬁf‘i@ﬁ
B F RN AL T N FEE R B AR
Johansen(1988)# 1 e + Pl fp 3t KB F R HE L A7 FHEF ~FIF ~ FT A

|+

BE e ARG RASET LI L LT o

% - # : 1995Q1~2009Q1

ARG EP% 548 Johansen 5N (5 ABF T o BRI ) K e (TR T T S 40T

4 54 X AR S (¥ - B 1995Q1~2009Q1)

Ji B R Trace o2+ 5% & 1%5&7: &
0.639927 113.8255 79.34145 0.0000
None *
At most 1 % 0.446737 60.71009 55.24578 0.0153
0.340172 29.93017 35.01090 0.1579
At most 2
0.144044 8.309823 18.39771 0.6511
At most 3
0.004259 0.221961 3.841466 0.6375
At most 4

ﬁﬁ%ﬁﬁﬁﬁﬁﬁai%i%&ﬂiiéwéﬁ%ﬂ@&
RV

, o

4

FH IS A RERARER S RRICEG S H g
EM G A7 G AL DGR o APT T @I m AN Gk
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% 55 B & B (% - ¥ 1995Q1~2009Q1)

X (FE
SEHE | FRAF | AFHOPERT | I FHERERT
AT )
1 0.003335 | 0.218830 -0.000654* -6.67x 1076*

A T IR B E BER
—\(51) *E—E]L L4 s

\Q‘»
3
S+
o
W
9
g
!
—.'mlﬂ
A
F_L
s
(i)
d
e
=
3\
\.
|
#
Rl

RATAH)E IS
PHEE NG R AT (e BT I B )
€; = EX+0.00331,, + 0.21881,5 — 0.0007Fdi,, — 6.67 X 10 °Fdi,; (5.1)
lew * & &A1
us # W?H
Fdip, @ V5 %6 8RR
Fdiys = "5 $1 3 BT

% = ¥ 1 2009Q1~2014Q3

# % cnf_% 4 48 Johansen st KB AR T R E G F 0T

4 564 KL KT SR (¥ H200901~2014Q3)

B TR R Trace s34 % S%TER i 1%7R7 &
r<0* 0.995994 176.9054 63.87610 0.0000
r<1° 0.689003 49.94563 42.91525 0.0086
r<?2 0.487001 23.08228 25.87211 0.1070
r<3 0.285446 7.730219 12.51798 0.2745

YL T IEE R B ’I} L RETE G EPHOEER GG A
BPEATEN 2 A RER R EBEK 0 2 BRI PR A BR K
LB h o A G AL B AUOETR % o AT Y hFD] - e E AL R

% 57 £ EE & B (% - ¥ 2009Q1~2014Q3)
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BT T AERT TEHERERT

L

1 -0.200826* 0.000141* —-1.91x10°°

YA TR B R B

F RERA) 5 47 0.25%PF > 58(5.2) 5 R I (L chk B graw:-‘é_o?—%—ﬂ"é;{
Pedafehl 2T o B (FE A RATS W)E S BTS FHERELET LW

BoadEH o RERT AT O M
* BB NS ﬁ’;%lﬁ:(m;}gg ~ P #BL Y ) :

€; = EX—0.20081,,, + 0.0001Fdi,,, — 1.91 X 107°Fdi,(5.2)
Lew & BFF
Fdip, @ 5 4 0 BERT
Fdiys * "B ¥ £ RERT

e~ e EIAB I A
v EFAG T T A KL Al Flenk IR KR B RET e
ﬁ};ﬁvﬁg«;@g?ﬁgﬁk’*ﬁi%%gﬁ%g&’IXT‘;.%:—&K&’T')J—+§I&'5% \Fﬁ_;

A
I
i
?‘ﬂ

% - : 1995Q1~2009Q1
4 58w RwAB AT ELES (¥ - 1 1995Q1~2009Q1)

Cointegrating Equation CointEquationl
e 1.000000
i 0.003335
[ 0.05607]
E-E S 0.218830
[ 4.10781]
TR SEERT -0.000654
[-5.17397]*
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GEHEHERERLT -6.67x 107°
[-3.28563]*
C -4.368972
PRI AEELL LR * AT ARG & B

R e EEABIHRAG I A8 F g RF Y SBNSFE RIS L
M EHOE S EIRERTESEF AN
HEXNF A (2T IS )

AEX, = 0.008(EX + 0.003[tw,_, + 0.218]us,_, — 0.0007FDItw,_, — 6.67 X
107SFDIus,_, — 4.369) — 0.028AEX,_; — - — 0.362AEX,_, + &,  (5.3)

Hd GBI AFLHER Y RAPIFTE REART AR AR LA
PAo R ARAT G R AL AT R B TH S A R R T
PR AP GRE AAZE T e QE v o 2z RS 0 B RS 8 o B
FEgrg R e 2 3 VR A RS R WG 4 LS 0 S RZHE

e

fai
‘9,

- @

o

’“‘ﬁ

% = # : 2009Q1~2014Q3
% 59w BEL AP ESS (¥ - 1 2009Q1~2014Q3)

CointegratingEquation CointEquationl
e 1.000000
o A F -0.200826
[-3.08364]*
TR SBERT 0.000141
[ 3.15554]*
PEHERERT -1.91x 10°°
[-1.08042]
C -3.297307

LRI AR ST E S *A T IES B A BK
FRMA G4 E 025 @ 0 B ABEHAE > d £ 597 g
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XA NI IEF O M FHOBRERT AT M P HE
RERF - AP0 -

HENFEAFI(e T PP S e )

AEX, = 0.269(EX — 0.2008Itw,_; + 0.0001Fditw,_, — 1.91 x 10~ ¢Fdius,_, —
3.297)-0.253AEX,_; — 0.172AEX,_, + & (5.4)

,fﬁd £G4 AT AR FRF Y QE R E AL FRLE 0 E RFIF
AR LHIIEAE H SRR A R ER IR R R B

SRR S ATIF P e SR s BB ERAT R O RERT R

I ~ Granger F1% B %
BB EF g hoip s BB %o & % Granger(1969)# 3 #& 01 e
) Mk B T B R T RS (E A AR R BB £ RS
GEHORFERT I PHERNERT AR DA @)Y LI EHI BT &
Tk AT A

% - # : 1995Q1~2009Q1

% 5-10Granger )% B ¥ % %% (% - # :1995Q1~2009Q1)

J B 1B3K Fi P iz
cEfIS Ry RS 0.87475 0.5065
RGBT 1.34537 0.2648
EFRAIFRG PR 0.66765 0.6501
R BEERF 1.25526 0.3016
PRH CERT R BERS 1.25112 0.3034
BFRFBFIFTHEHOBPERT 2.00400 0.0983*
PRHERERFTR BEES 0.19092 0.9643
BFAF RPN FHERNERT 2.24312 0.0681*
FRAIFET RE B 1.31453 0.2769

N
N



cANF R REERS 1.45147 0.2267
PR SRR TR B L 0.32574 0.8946
SEFRF BT RERT 0.81521 0.5458
PRS2 RELT R BE RS 0.23244 0.9461
cAFRFREIFHERERY 0.45012 0.8107
MTEHBERT IR RPERF 452138 0.0023*
FRSFREFREIFHBPERT 1.83218 0.1279
PRHERERT R REERNS 1.50926 0.2081
FRSFRFAFIFHERERT 0.92433 0.4751
TEHERERTR HPIT R oPERT 3.49796 0.0100*
NRFHOBFERTRAF BB FHERERT 0.65976 0.6559
4T IR B A B
Granger F1% M B ¥ % &
led g BT FHoBERT
25 ¢ M ENMFHERIRT
JHFHARFERTE B EERF
A EHERERT ER DI FHOBERT
% - # : 2009Q1~2014Q3
% 5-11Granger Fl% B %9 F.& % (% - ¥ © 2009Q1~2014Q3)
B & B F i P&
A xR RS 5.28865 0.0156
BFRF REABNS 54.8357 2 X 1078*
PEHOBERT G TR 2.29442 0.1295
BEFRFREEIFHBERT 0.93393 0.4112
PEHERERT G TR 0.42565 0.6598
BFRFREPIFHERERT 0.09414 0.9106
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NMEHSBERTRF BRSBTS 3.10856 0.0692*
SHPFRF PRI TR OEERT 0.00487 0.9951
PREHERERFT LG BRS8N 0.62544 0.5463
CABNFRF BTN FHERERT 0.54645 0.5883
P EHERER TR TSR H S RERT 0.67157 0.5232
TRHSBERT AT RLIFHEREIRLT 1.03435 0.3756
AT RS B & BK
Granger ) % B (28 F e %
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7y

2R,
IRBEAHT T F N R F L AR L R s b
2 5-12 % B #A 45 (% - # 1 1995Q1~2009Q1)

Variance Decomposition of LNEX

A ERA | PREHESE | TRHER
Period | S.E. 5
¥ & ELE ERF

1 0.032463 | 100.0000 | 0.000000 | 0.000000 0.000000 0.000000
2 0.044399 | 94.65427 | 2.270039 | 2.581864 0.463243 0.030584
3 0.051206 | 91.85221 | 2.933093 | 4.443527 0.360757 0.410416
4 0.055818 | 87.79069 | 3.348752 | 7.140680 0.786296 0.933585
5 0.059155 | 85.27048 | 3.458026 | 9.035353 0.853720 1.382417
6 0.061651 | 82.45429 | 3.572211 | 10.80208 1.085389 2.086036
7 0.063408 | 80.65943 | 3.616276 | 11.91911 1.188394 2.616788
8 0.064669 | 79.18844 | 3.665136 | 12.62023 1.282854 3.243337
9 0.065505 | 78.29668 | 3.705913 | 12.93982 1.335140 3.722449
10 0.066056 | 77.72349 | 3.748716 | 13.01027 1.354354 4.163165

i E" AE AR A s

MR P R A - IR IR P e

2157 10 P RBE > TG IIEF T b - 2T R0 A £ RIS R R

BB 3% 108~ 13% BRI HARETET B T T UFRAE

WFwQEm » X fh 1 & X I F PP

% 5-13 % R #&~ 47 (% = ¥ 1 2009Q1~2014Q3)

Variance Decomposition of LNEX

) MEHOBER | MEHERER
Period S.E. 5 oA F - -
7 7
1 0.024069 | 100.0000 | 0.000000 0.000000 0.000000
2 0.034754 | 91.05518 | 0.022653 8.263763 0.658408
3 0.046972 | 88.14494 | 0.038752 10.26047 1.555831
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4 0.053386 | 89.93769 | 0.058531 8.783627 1.220148
5 0.061619 | 87.50266 | 0.057858 10.93844 1.501041
6 0.067965 | 88.32065 | 0.089377 10.08760 1.502373
7 0.073025 | 88.40315 | 0.152982 10.10535 1.338517
8 0.079461 | 88.06751 | 0.131272 10.36614 1.435072
9 0.084458 | 88.32798 | 0.119869 10.13045 1.421702
10 0.089095 | 88.27967 | 0.139169 10.24111 1.340057

AT R RS AN - PARFERF 2IED f 2 AL R o
2 feP 10 A 7 g Pl e E BT E QR AR 1S 0 B B 2 I RARITAE
R 88% 0 @ b S AT R AR TS0 < ik 10% 0 BB
PG bt o) UV IF R EE RPE QB 185> B RS L& 2 30

B e BERT AR
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