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APPENDIX A

This appendix reports the empirical results of the relation between stock return and last
interest rate changes in order to investigate the lagged effect of interest rate movement on stock
return, on the impact of growth options, and on the country effect. Interest rate variables at month

t in equation (1) — (4) are replaced with interest rate variables at month t-1, t-2, and t-3

R, =0, +B; ®)
R, =0t +BR o Re b ©)
R;, =0a; +B;R : IML, - L), +8;, @)
R, =a;+BR s SVB/ G Y ACD,, +y, AR, e, @)
R, =a; +B.R, 2/ ©)
R, =a; +pR . ) : (2 ; (10)
R, =0, +B;R,,, +5,SME, S v aBl(-2),, +5;, (11)
R, =a;+B & t Vi An(-2),_, +€&;, (12)
Rii=a; +B;R] N (13)
R, =0, +B;R,, PR ORE I ONEL (14)
R, = ﬂﬁ%&’}h‘iﬂ HHRE NEATT @

R,. w a€+SSMB: -IﬂliIIML + . ﬁhﬁ)il"ﬁ' MEi_3+8 (16)

Where AI(-1) is the last one-month nominal interest rate change. A7(-1) is the last one-
month inflation rate change. Ar(-1) is the one-month real rate change. AI(-2) is the last two-month
nominal interest rate change. Am(-2) is the last two-month inflation rate change. Ar(-2) is the two-

month real rate change. AI(-3) is the last three-month nominal interest rate change. A7(-3) is the

last three-month inflation rate change. Ar(-3) is the three-month real rate change.
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Table A.1: The Estimated Relationship between Stock Return and Last One-Month Interest

Rate Change

The table reports the interest rate coefficients in equation (5) — (8). Panel A reports the interest rate coefficients

of the last one-month nominal interest rate, real rate, and inflation rate changes when market return is the

control variable as presented in equation (5) and (6). Panel B reports the interest rate coefficients of the last one-

month nominal interest rate, real rate, and inflation rate changes when three-factor model is the control

variables as presented in equation (7) and (8“‘ ,///

Panel A: The market model 9 e
j :
Hong'Rongs” Tndoesic alaysia_ Philippines _Singapore _Taiwan Thai
Nominal Interest Rate .
Portfolio 1 4:932¢ L 4 -12.6462  -24.1567  -6.3989
(1.8 2. (-0.81) (-0.69) (-0.71)
Portfolio 2 1662 38231 (418,466 -5.8 75563 -13.0458  13.9589"
(0.82) 22) N \ (0.77) (-0.65) (2.05)
Portfolio 3 -42156 2.0630 — 2:905( ‘ -6.7499  -11.5213  11.0817"
(-0.93 0.31) . 0.32) (-0.60) (-1.04) (2.02)
Portfolio 4 0.435 ! 642 9 203617 9.8725 -8.3875
0.08) I G122y - (206 ; (2.05) (0.50) (-1.45)
Portfolio 5 -15.8146"  -8:049¢ ; -8.5220 388513 -10.2542
(-2.04) - 86)" " (110 § (-0.65) (1.12) (-0.95)
Real Interest Rate ' ) )
Portfolio 1 48 02651 -39.6250"  -0.705 -12.0009  -22.1744  -6.3782
; ) (-0.77) (-0.76) (-0.71)
Portfolio 2 3.4856 5,56 43 73918  -19.1246  11.6408
95) (2.52) (-1.31) (-1.10 (0.75) (-1.14) .77
Portfolio 3 -4.14815,  1.8989 4.9305 4.3881 -7.6751 -3.5120  11.0130™
fuendnanean:. o= =
Portfolio 4 7455 3418 115067  -8.0631
(0.46) (1.32 (1. 86) (o 16) (2.05) (0.69) (-1.40)
Portfolio 4.8296 548 0 - 333043  -8.2125
(1.15) (-0.78)
Inflation
Portfolio 1 5.4581 0.4482  -38.6560"  -0.0175  -11.8798  -22.6443  -5.8892
(0.84) (0.13) (-2.08) (0.00) (-0.76) (-0.77) (-0.67)
Portfolio 2 4.3525 8.3873"  -15.9859  -3.6691 7.6749 -19.1592  12.8674™
(0.93) (2.70) (-1.35) (-0.72) -(0.78) (-1.14) (1.98)
Portfolio 3 -4.1917 2.3533 4.3632 3.9874 5.5172 -3.2645  10.8069"
(-1.14) (0.75) (0.49) (1.37) (-0.52) (-0.35) (2.00)
Portfolio 4 1.8708 3.7107 23.9660  -0.5925  19.6708"  11.6538  -8.0224
(0.42) (1.27) (1.81) (-0.12) (1.98) (0.70) (-1.41)
Portfolio 5 -7.4898  -14.8995"  26.3127 0.2916 -9.9487  33.4143 -9.7627
(-1.16) (-3.87) (1.44) (0.06) (-0.78) (1.15) (-0.94)




Panel B: The three-factor model

58

Country
Hong Kong Indonesia  Malaysia _ Philippines _ Singapore Taiwan Thai
Nominal Interest Rate
Portfolio 1 0.3363 2.2684 -7.6899 0.8072 -7.5205 1.7914  -14.0935™
(0.07) (0.35) (-0.95) 0.31) (-0.85) (0.16) (-3.35)
Portfolio 2 -1.1912 -0.6694 -1.1530 -1.9469 5.0574 -1.0620 7.9197
(-0.22) (-0.11) (-0.14) (-0.42) (0.55) (-0.09) (1.86)
Portfolio 3 -6.6187 -8.8711 0.3801 5.6829 97601  -12.8197  11.9129"
(-1.44) 05) (1.89) (-0.88) (-1.17) (2.13)
Portfolio 4 8.2726 f 257026 19.01957  -0.4226 -4.5712
(1.78) (-1 48) (2.49) (-0.04) (-0.94)
Portfolio 5 -0.7990 -6.7963 12.5130 -1.1678
(-0.21 (-0.89) (0.89) (-0.24)
Real Interest Rate
Portfolio 1 -0.95%6 -7.3011 22401  -12.8378"
(-0. (-0.83) (0.25) (3.12)
Portfolio 2 019 4.9981 -8.5650 6.6660
0.4 0.54) (-0.92) (1.61)
Portfolio 3 -540291 -10.2258  -4.2453  11.6907"
(-1.43) (-0.97) (-0.47) (2.10)
Portfolio 4 5.1657 19.04717  3.1077 -4.8038
(1.46) (2.48) (0.34) (-1.00)
Portfolio 5 -1.0859 -6.5183 7.4625 -0.7152
(0.37) (-0.87) (0.64) (-0.15)
Inflation Rate '
Portfolio 1 o 9495 -8.0608 1.9623  -13.3473"
' (-0.91) (0.22) (-3.28)
Portfolio 2 4.9074 -8.5208 7.3015
(0.53) (-0.91) (1.78)
Portfolio 3 0. g -8.2653 -4.0007  11.5200"
(<+40) (-0. 24) (0.18) (1.7 (-0. 78) (-0.44) (2.10)
Portfolio 4 538 o 7 6744™ 6.4138 -6.0008  18.8751"  3.1975 -4.3896
45) (0.35) (-0.93)
Portfolio 5 ﬂ uiﬁfaq qﬁ%] ﬂ (ﬁzw ﬁwfﬂ ? 4563 7.3616 -1.0846

A (034)

(-1. 77)

(0.05) (0.29) (-0.99) (0.62) (-0.23)

A RTRT I A Y
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Table A.2: The Estimated Relationship between Stock Return and Last Two-Month

Interest Rate Change

The table reports the interest rate coefficients in equation (9) — (12). Panel A reports the interest rate

coefficients of the last two-month nominal interest rate, real rate, and inflation rate changes when market return

is the control variable as presented in equation (9) and (10). Panel B reports the interest rate coefficients of the

last two-month nominal interest rate, real rate, and inflation rate changes when three-factor model is the control

variables as presented in equation (11) and U\/\\\ ' ////

Panel A: The market model

V ountry

A NN
Hong'Rongs” Indoesia__\Malaysia _ Philippi Singapore  Taiwan Thai
Nominal Interest Rate f \ \
Portfolio 1 615 807 __i 22306 22047 3429077  31.0695  -20.7548"
) 081) .1 (2.28) (0.86) (-2.38)
Portfolio 2 02389 50145 (1~ A10.732 -23.0389"  28.8811  -13.9234”
(0.04) (0 75)‘;': ", : (-2.43) (1.43) (-2.01)
Portfolio 3 5.1058 -15.2160  -4.9446
(0.46) (-1.34) (-0.87)
Portfolio 4 83277 217257 9.2558
(-0.84) (-1.38) (1.59)
Portfolio 5 -8.0299  -17.0089  30.3670"
(-0.61) (-0.48) (2.93)
Real Interest Rate AN i .
Portfolio 1 7139 55069  -1.357 ———- 34.0050  49.2261  -21.2920"
(2.25) (1.66) (-2.48)
Portfolio 2 4 - 8. 31@ 229261 34.2970"  -13.0740
(-1 1s) (-1 10) (1.65) (-2.41) (2.05) (-1.91)
Portfolio 3 -2.9729 5.3761 -16.2258  -4.1121
ﬂ ufj) ’g ﬁﬂ m@% EJ ’j)ﬂ ? 500  (176)  (-0.73)
Portfolio 4 0799  -29.9788 8.9732
- (0 14) (osz¥ (-0. 11) (025) (-0.81) (-1.79) (1.55)
: \ 2 1810, a2 3 373185  29.5049"
) (-1.26) (2.86)
Inflation Rdte o
Portfolio 1 1.7742 -4.6578 -2.4095 -1.9343  33.7516"  50.1481  -20.3638"
0.27) (-1.38) (-0.13) (-0.54) (2.22) (1.67) (-2.40)
Portfolio 2 1.2001 -3.8695  -12.6230 6.9664  -22.5589""  34.4506"° -13.4038"
(0.26) (-1.21) (-1.10) (1353 (-2.36) (2.04) (-1.98)
Portfolio 3 0.6367 -2.4682 -1.8833 -2.5465 3.5257 -16.6681 -4.1236
(0.17) (-0.81) (-0.23) (-0.87) (0.33) (-1.80) (-0.74)
Portfolio 4 -0.5206 -2.5161 -0.6413 -0.8579 -7.6446  -30.0975 8.8642
(-0.11) (-0.89) (-0.05) (-0.17) (-0.77) (-1.78) (1.55)
Portfolio 5 -3.0904 135116  17.5571 -1.6277 -7.0738  -37.8332  29.0270"
(-0.47) (3.22) (0.98) (-0.35) (-0.54) (-1.26) (2.85)
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Country
Hong Kong Indonesia  Malaysia  Philippines _Singapore Taiwan Thai
Nominal Interest Rate
Portfolio 1 2.7944 42725 169852  -3.6269  22.5456"  5.1491 -3.3027
(0.62) (-0.71) (2.25) (-1.45) (2.64) 0.47) (-0.71)
Portfolio 2 0.4717 6.0339 -6.6421 53661  -28.9972"  15.6926 -2.1194
(0.09) (1.02) (-0.88) 1.17) (-3.38) (1.41) (-0.47)
Portfolio 3 2.0780 -4.5470 _ _ -7.1615 -4.1051 1.9873 -12.8927  -5.8750
(0.47) 8 ' (-1.38) (0.18) (-1.15) (-0.98)
Portfolio 4 -1.0343 4.2682 -1.5350  -13.9064 2.2341
(1.11) (-0.19) -1.28) (0.44)
Portfolio 5 5.9993 5.9575 9.0629
(0.78) (0.42) (1.81)
Real Interest Rate
Portfolio 1 22.3634"  4.4835 -4.0013
(2.62) (0.49) (-0.88)
Portfolio 2 -28.9247"  12.3606 -1.0184
(-3.37) (1.31) (-0.23)
Portfolio 3 03364 .8636 2.5899 -13.9523  -5.0202
#0 'ﬁ)ﬁ 01) (0.25) (-1.54) (-0.84)
Portfolio 4 5.268 /.2 Ay ).4498 -1.3892 -9.0751 1.8159
(-Ml o7 (-0.17) (-0.98) (0.36)
Portfolio 5 B 7815‘5‘3"7" 53607 61832 82240
(-o 54) (0.70) (0.51) (1.65)
Inflation Rate '
Portfolio 1 27471 229894  4.8754 -3.4724
06 (2.68) (0.53) (-0.78)
Portfolio 2 ' -28.4319™  12.2740 -1.6718
@27 1 (-3.30) (1.29) (-0.38)
Portfolio 3 E7 ; -3.7_@ 0.6806 -14.4380  -5.0017
(0:14) (-0. 12) (-o 91) Gl (0.06) ¢-1.57) (-0.85)
Portfolio 4 -0.4923 ., 4. 9985 -9 5.5163 -1.3626 -9.0600 1.9038
) ( -0.17) (-0.97) (0.38)
Portfolio 5 ﬂ ugj ’3 %s ﬂ ‘Ew EJ ,Tsf] ‘1 1246 6.3485 8.2421
(-0.97) 3. 10) 0.77) (-0.55) (0. 80) (0.52) (1.67)

RS T A
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Table A.3: The Estimated Relationship between Stock Return and Last Three-Month

Interest Rate Change

The table reports the interest rate coefficients in equation (13) — (16). Panel A reports the interest rate

coefficients of the last three-month nominal interest rate, real rate, and inflation rate changes when market

return is the control variable as presented in equation (13) and (14). Panel B reports the interest rate coefficients

of the last three-month nominal interest rate, real rate, and inflation rate changes when three-factor model is the

control variables as presented in equation (IWIT/
W

Panel A: The market model " é
— "f

Taiwan Thai
Nominal Interest Rate
Portfolio 1 16964574 -3.6284 -0.7608 -12.2729
(2.2 (-0.23) (-0.02) (-1.38)
Portfolio 2 301 4.1680 7.5153 -4.8247
(-0.8 (0.41) (0.36) (-0.69)
Portfolio 3 5.5653 1.2383 -14.4050 1.0927
(1.25 (0.11) (-1.26) (0.19)
Portfolio 4 -11.86 -6.4025 -6.3406 2.0079
(-2.18) (-0.64) (-0.31) (0.34)
Portfolio 5 4.6246 13.9910 13.9970
(0.34) (0.39) (1.28)
Real Interest Rate
Portfolio 1 4658 -4.6661 -10.0754  -12.3360
_ (-0.29) (-0.33) (-1.41)
Portfolio 2 (é .44 4.7081 -2.2622 -5.0764
0.79) (-0.69) -o 89) (-3. (0.47) (-0.13) (-0.74)
Portfolio 3 6.2951 4, 0.2983 $341 3.4170 1.1005 -5.7539 0.4317
ﬂ u(EJ)Ig w%sl Ell ) 10) (-0.60) (0.08)
Portfolio 4 i w «Ew ﬂﬂ T 4637 -3.3802 1.8164
(-2.18) (o 61) (-0. 37) (-0. 88) (-0. 64) (-0.19) 0.31)
Portfolio 21.4717 15.1643
(0.71) (1.40)
Inflation Rate
Portfolio 1 14.2718"  -7.3871"  -12.9790 5.0217 -4.6593 -10.6858  -13.1404
(2.35) (-2.28) (-0.70) (1.42) (-0.29) (-0.35) (-1.52)
Portfolio 2 -3.7671 -2.1985  -10.2507 -13.0379"  3.9829 -2.4054 -4.0288
(-0.82) (-0.67) (-0.91) (-2.65) (0.39) (-0.14) (-0.59)
Portfolio 3 6.7261 -0.0370 -4.6623 3.8678 1.7209 S5517 0.4221
(1.90) (-0.01) (-0.55) (1.32) (0.15) (-0.57) (0.08)
Portfolio 4 -9.8212" 1.5195 -4.8653 -6.3667 -6.4377 -3.2929 2.0272
(-2.24) (0.53) (-0.38) (-1.39) (-0.63) (-0.19) (0.35)
Portfolio 5 -7.4096 8.1030 327574  10.51507  5.3932 21.9357 14.7200
(-1.13) (1.83) (1.88) (2.40) (0.40) 0.72) (1.38)
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Country
Hong Kong Indonesia _ Malaysia Philippines _Singapore Taiwan Thai
Nominal Interest Rate
Portfolio 1 87181"  -11.0723  11.7844  6.6705°  -6.0349 7.5895 -3.3915
(1.99) (-1.92) (1.54) (2.92) (-0.66) (0.68) (-0.80)
Portfolio 2 -8.2688 0.2948 02159 -12.3316"  6.9349 10.4327 -2.6036
(-1.64) (0.05) (-0.03) (-2.93) (0.73) (0.92) (-0.57)
Portfolio 3 42232 ; b k7 4835 3.3949 4.0581 -13.6602 1.6242
0.97) \ ' / ) (1.17) (0.36) (-1.21) (0.27)
Portfolio 4 -8.0217 4.096¢ & -6.2163 -6.3483 -5.5059 0.8548
=0.7 - 21.72) (-0.79) (-0.50) (0.17)
Portfolio 5 .ﬁzs“ 1.3902 1.1439 3.5161
3 : (0.18) (0.08) (0.68)
Real Interest Rate
Portfolio 1 -6.5137 2.6253 -3.1095
(-0.71) (0.28) (-0.78)
Portfolio 2 73114 2.9158 -3.1422
0.77) (0.30) (-0.73)
Portfolio 3 4.1295 -4.8734 0.9485
0.37) (-0.51) (0.16)
Portfolio 4 -6.6543 -4.7849 0.6876
(-0.83) (-0.51) (0.13)
Portfolio 5 1.7271 41172 4.6156
(0.22) (0.33) (0.89)
Inflation Rate
Portfolio 1 -6.8895 2.4319 -4.0399
(-0.75) (0.26) (-1.03)
Portfolio 2 725 0.978: 6.8768 2.9586 -2.0453
(0.72) (0.30) (-0.48)
Portfolio 3 ) 5.758 5.1166 -4.6661 0.9169
(1 50) (0 99) (-0.98) (0.46) (-0.48) (0.15)
Portfolio 4 -1.0406  -19406"  -8. 7 939"  -6.5775 -4.8065 0.8658
ﬂ u Eiq mo&l w @w ﬂf}ﬂ -o 81) (050  (0.17)
Portfolio 5 1.4737 4.0820 4.3026
(0.51) (0.18) (1. 56) (2.72) (o 18) (0.33) (0.85)
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