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Abstract

In this study, interest rates and exchange rates are investigated the factors on
stock prices of banks. Taking the daily data from January 2010 to September 2021 as
the research sample, a total of 10 years and 9 months, the ordinary least squares (OLS)
method and GJR-Generalized Autoregressive Conditional Heteroskedasticity (GJR-
GARCH) model were used. Using the one-year deposit rate, the dollar spot rate, and
the stock price of the listed banks to explore whether there is a relationship among
exchange rates, interest rates, and bank stock prices.

The empirical results show that the interest rate effect only two of the ten listed
banks have a significant positive impact, which means that if the interest rate rises, the
bank's stock return will also increase, which is inconsistent with the negative
relationship between the expected interest rate and stock return. The exchange rates
effect, 8 out of 10 banks have a negative relationship. In the effect of interest rate
volatility on bank stock return volatility, bank stock volatility increased when interest
rates became more volatile for only 3 banks. In the effect of exchange rate volatility on
bank stock return volatility, 7 out of 10 banks have a significant positive impact, which
means that exchange rate fluctuations will lead to an increase in bank stock return
volatility. Overall, the impact of interest rate volatility on the bank volatility is not
obvious, and market risk has a greater impact on the return of bank stocks volatility

relative to changes in interest rates and exchange rates.

Keywords: interest rate, exchange rate, stock price return, GJR-GARCH model
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