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		This study uses the VAR-BEKK methodology to examine the relationship between equity returns and currency exposure for a sample of U.S., U.K. and Japanese banks and insurance firms during 2003-2011. The findings indicate that banksâ€™ equity returns are negatively related to changes in foreign currency value during the recent financial crisis (2008-2011). That is, the U.S. (Japanese) banking sector is negatively correlated to changes in the Japanese Yen (U.S. dollar). Looking at the insurance sector, the U.S./U.K. insurers are negatively linked to changes in the value of Japanese Yen, and this relationship is accentuated during the crisis. Home currency exposure is not significant for any insurer. When size is taken into account, only small U.S. banks are exposed to home currency changes, while only large Japanese banks are exposed to foreign currency changes. Overall, the negative relationship between the foreign currency value and bank/insurance equity returns supports the â€œflight to qualityâ€� hypothesis from the U.S./U.K. to Japan. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
		JEL Classification: C22, C50, G10, G14

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Gounopoulos,  Dimitrios and Molyneux,  Philip and Molyneux,  Philip and Staikouras,  Sotiris and Wilson,  John O. S. and Gang,  Zhao, Exchange Rate Risk and the Equity Performance of Financial Intermediaries: Evidence from an International Sample (February 3, 2012). International Review of Financial Analysis, 29 (2013) 271â€“282,  Available at SSRN: https://ssrn.com/abstract=1971540
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Dimitrios Gounopoulos (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Bath - School of Management  ( email )

			

			
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Philip Molyneux

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Sharjah  ( email )

			

			
			
				
				
				
					College of Business Administration
University of Sharjah
Sharjah, Sharjah
United Arab Emirates

				

				
			

			
				
				
					HOME PAGE: http://www.sharjah.ac.ae/en/academics/Colleges/business/Pages/ppl_detail.aspx?mcid=1
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Sharjah - College of Business Administration  ( email )

			

			
			
				
				
				
					University City Road
Sharjah, 27272
United Arab Emirates

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Sotiris Staikouras

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				City University - Cass Business School  ( email )

			

			
			
				
				
				
					106 Bunhill Row
London, EC1Y 8TZ
United Kingdom

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				ALBA Graduate Business School  ( email )

			

			
			
				
				
				
					Athinas Ave. & 2A Areos Str.
Vouliagmeni 166 71, Athens
Greece

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						John O. S. Wilson

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of St. Andrews  ( email )

			

			
			
				
				
				
					North St
Saint Andrews, Fife KY16 9AJ
United Kingdom

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Zhao Gang

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				City University London - The Business School  ( email )

			

			
			
				
				
				
					106 Bunhill Row
London, EC1Y 8TZ
United Kingdom

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      336

			

		
		
		
			Abstract Views

			    1,737

		

		
		 
		
			Rank

			  163,195

		

		
	


	
		
            
            	        2 Citations
		

	

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Banking & Insurance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Banking & Insurance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,779

                                    

                                    
                                        PAPERS

                                           31,678

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                
	
                    Property, Casualty & Life Insurance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Property, Casualty & Life Insurance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,341

                                    

                                    
                                        PAPERS

                                            1,595

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    European Economics: Macroeconomics & Monetary Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                European Economics: Macroeconomics & Monetary Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,136

                                    

                                    
                                        PAPERS

                                           16,199

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Marco Da Rin at Tilburg University, Department of Finance, Francesco Giavazzi at University of Bocconi - Innocenzo Gasparini Institute for Economic Research (IGIER)National Bureau of Economic Research (NBER)

                                    

                                
                            

                        

                    

                
	
                    International Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              986

                                    

                                    
                                        PAPERS

                                           24,592

                                    

                                

                                
                            

                        

                    

                
	
                    Econometric Modeling: International Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: International Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              639

                                    

                                    
                                        PAPERS

                                            6,405

                                    

                                

                                
                            

                        

                    

                
	
                    Microeconomics: Intertemporal Firm Choice & Growth, Investment, Financing, & Capacity eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: Intertemporal Firm Choice & Growth, Investment, Financing, & Capacity eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              573

                                    

                                    
                                        PAPERS

                                            6,916

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Change in Market Assessments of Deposit-Institution Riskiness

                        
                            By
                                
                                
                                    
                                    Edward J. Kane
                                     and 
                                
                                    
                                    Haluk Unal
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Sensitivity of Bank Stock Returns to Market, Interest and Exchange Rate Risks

                        
                            By
                                
                                
                                    
                                    Jongmoo Jay Choi, 
                                    
                                
                                    
                                    Elyas Elyasiani, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Banks and Derivatives

                        
                            By
                                
                                
                                    
                                    Gary B. Gorton
                                     and 
                                
                                    
                                    Richard J. Rosen
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Currency Hedging Over Long Horizons

                            
                                By
                                    
                                    
                                        
                                        Kenneth Froot
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Sensitivity of the Bank Stock Returns Distribution to Changes in the Level and Volatility of Interest Rate: A GARCH-M Model

                            
                                By
                                    
                                    
                                        
                                        Elyas Elyasiani
                                         and 
                                    
                                        
                                        Iqbal Mansur
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Modeling Structural and Temporal Variation in the Market's Valuation of Banking Firms

                            
                                By
                                    
                                    
                                        
                                        Edward J. Kane
                                         and 
                                    
                                        
                                        Haluk Unal
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Exchange Rate Exposure of U.S. And Japanese Banking Institutions

                            
                                By
                                    
                                    
                                        
                                        Helen Popper, 
                                        
                                    
                                        
                                        Sandra Chamberlain, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Derivative Exposure and the Interest Rate and Exchange Rate Risks of U.S. Banks

                            
                                By
                                    
                                    
                                        
                                        Elyas Elyasiani
                                         and 
                                    
                                        
                                        Jongmoo Jay Choi
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Risk and Market Segmentation in Financial Intermediaries' 

 Returns

                            
                                By
                                    
                                    
                                        
                                        Linda Allen
                                         and 
                                    
                                        
                                        Julapa Jagtiani
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.149 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	

