
Accepted Manuscript

Title: Relationship between stock and currency markets
conditional on the US stock returns: A vine copula approach

Author: Minoru Tachibana

PII: S1042-444X(17)30300-6
DOI: https://doi.org/doi:10.1016/j.mulfin.2018.05.001
Reference: MULFIN 557

To appear in: J. of Multi. Fin. Manag.

Received date: 3-12-2017
Revised date: 30-4-2018
Accepted date: 18-5-2018

Please cite this article as: Minoru Tachibana, Relationship between stock
and currency markets conditional on the US stock returns: A vine copula
approach, <![CDATA[Journal of Multinational Financial Management]]> (2018),
https://doi.org/10.1016/j.mulfin.2018.05.001

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.

https://doi.org/doi:10.1016/j.mulfin.2018.05.001
https://doi.org/10.1016/j.mulfin.2018.05.001


Page 1 of 54

Acc
ep

te
d 

M
an

us
cr

ip
t

Relationship between stock and currency markets conditional on 
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Abstract 

Ignoring the co-movement of international stock markets might lead to a biased 

estimate for the relationship between domestic stock and currency markets. We 

address this issue by using the US stock returns as a proxy for the movement of foreign 

stock markets and applying a vine copula approach to 21 economies over the period 

2003--2017. We find that both stock and currency markets in these economies are 

highly correlated with the US stock market. As a result, taking no account of the 

international stock market co-movement leads to an upward bias in the estimate for 

the correlation between domestic stock and currency returns, although the bias is not 

of great magnitude. Finally, the estimate for the correlation between domestic stock 

and currency returns conditional on the US stock returns tends to be positive in 

emerging economies, whereas it tends to be negative in developed economies. 
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