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Abstract

In this paper we consider the application of independent component analysis (ICA) and
principal component analysis (PCA). We apply ICA to Korean/dollar, yen/dollar
exchange market and compare the results with those obtained using PCA.

Measures of volatility using Mixed Distribution, Generalized Autoregressive Conditional
Heteroskedastic model (GARCH) and a Moving Average model are also compared.

In this article, we investigate both the informational content and the predictive power
of wvolatility using Mixed Distribution model, GARCH model and a moving average
model.

Several useful hedging methods using measures of volatility estimates in Won/Dollar
currency market are also proposed.
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