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Table 2 Statistical test of exchange rate return of different countries
IB
EUR/USD 0.016 9 0.651 2 0.210'5 5.65 317
GBP/USD ~0.006 2 0.689 5 ~0.478 9 6.00 439
AUD/USD 0.019 4 111 ~0.467 2 12.93 4386
USD/JPY ~0.0257 0.756 1 0.047 7 7.17 768
USD/INR 0.002 2 0.448 8 0.017 9 7.84 1033
USD/BRL -0.0233 1.22 0.467 8 9.24 1755
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Table 3 Critical point of regime-switching of exchange rate volatility and possible causes
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The characteristics of exchange rate volatility before and after the
financial crisis

LI Xiaoping' FENG Yun® WU Chongfeng’

1. Lixin Risk Management Institute Shanghai Lixin University of Commerce Shanghai 201620 China;
2. Antai College of Economics & Management Shanghai Jiao Tong University Shanghai 200052 China

Abstract: The paper constructs a new model for exchange rate volatility based on Markov-switching GARCH
model ( MS-GARCH) and empirically studies the characteristics of exchange rate volatility in countries or re—
gions with different economic characteristics before and after the 2008 financial crisis. Our study shows that e-
mergencies during the crisis changes in the macroeconomic situation intervention policies of the central bank
and carry trade behaviors are possible causes of the state transition of exchange rate volatility. This work pro—
vides a statistical basis for identifying the cycle changes of foreign exchange markets during the financial crisis
analyzing and forecasting market trends and making central bank interventions and drafting policy.

key words: Markov switching-GARCH; smoothed probability; financial crisis



