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— |1 ABSTRACT

This study investigates relationship between macroeconomic variables and stock
returns using ARMA-GARCH model. Also the stability of serial data and the suitability
of the applied models are analyzed. This study uses KOSPI for stock returns and 5
macroeconomic variables such as M2, won/dollar exchange rate, interest rate, inflation
rate and S&P 500 index.

Sample period covers from 1981 to 2008. Empirical findings show that interest rate
is significantly related with KOSPI returns along with exchange rate and S&P 500

returns,

Key Words : stock returns, conditional heteroscedasticity, GARCH
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