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SFIdveE 1.173 0.006 0.596 0.908 1.382 166.426 103,597
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Foreign Exchange Exposure and
Volatility Asymmetry of Stock
Returns’

Taek Ho Kwon™* - Jong Won Park™™**

Abstract

This study analyzes the relationship between foreign exchange exposure and volatility asymmetry
of stock returns using the data of listed companies in KOSPI market of KRX. Empirical results
show that a company’s foreign exchange exposure has a great influence on the volatility asymmetry
of stock returns, and the relationship varies depending on the direction of exchange rate fluctuations.
In firms with negative exchange exposure (in these firms, when the exchange rate rises, the stock
price decreases), the asymmetry of volatility increases when the exchange rate rises. On the other
hand, in firms with positive exchange exposure (in these firms, when the exchange rate rises,
the stock price increases), volatility asymmetry increases when the exchange rate falls. The results
of this study show that corporate exchange exposure management can alleviate volatility asymmetry
of stock returns, especially for companies with negative exchange exposure, foreign exchange exposure

management iS necessary.
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