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Threshold Cointegration in Foreign Exchange Market: the Case of
Taiwan
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Abstract

Multivariate threshold models developed by Tsay (1998) are applied to daily
NT/US interbank exchange rates to analyze the long run equilibrium relationship and
short run adjustments between the closing rates quoted by two major foreign
exchange brokers in Taiwan. The results indicate asymmetric speed of adjustments
arisen in response to different sizes and signs of the error correction terms and
confirm the presence of threshold effects. The threshold model suggests a better
description of the adjustment in response to deviations from equilibrium than in the
case of a linear model. From the generalized impulse response analysis, it shows the
adjustments following shocks will eventually be complete in about one week.

Keywords: threshold cointegration, asymmetric adjustment, exchange rate, market
integration
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The Evaluation of Economies of scale and Economies of Scope of
Integration Securities Firms in Taiwan

LY S

Abstract

In this paper, we used a translog stochastic cost function to compute economics of
scale and scope of 24 integrated securities firms in Taiwan. The period of datais from
2003 to 2005. Empirical results show that the integrated securities firms in

Taiwan have the economics of scale and scope.

Keywords Integration Securities Firms, Economies of scale, Economies of
scope
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Industries, Company Scales, and Disposition Effect

N o by IRAIR

ABSTRACT
Since Kahneman and Tverskey (1979) created the prospect theory, Sherfrin and

Statman (1985) spread out that theory as disposition effect for the study of investors
behaviors. This research is based on the disposition effect theory to study the
investors behaviors of Taiwan Stock Market. We apply Ferris et a. (1988) and Weber
and Camerer’s (1998) methods but specially focus on the categories of industries and
the companies scales. From the evidence of empirical study shows the investors of
Taiwan Stock Markets have disposition effect except the investors of plastic industry
during the period of getting profit and the investors of communication during the
period of getting loss. The evidence also points out that the turnover of trading is
related with the disposition effect and the market exists the small company effect.

Key Word Behavioral Finance, Prospect Theory, Disposition Effect, Scale Effect
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