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Abstract

This study explores the impact of changes in Federal Reserve interest rates on the stock markets of small and medium-sized
economies in Asia. By constructing a Vector Autoregression (VAR) model and conducting impulse response analysis, we examined
the impact of changes in the Federal Reserve’s base rate on the stock markets of five Asian small and medium-sized economies,
namely South Korea, Vietnam, Indonesia, Thailand, and Malaysia. The study used daily frequency data from January 2010 to
November 2022, and the results showed that changes in Federal Reserve interest rates have a significant pulse effect on the stock
markets of these Asian economies, with the most significant impact on the Korean market. The study also found that although these
Asian economies are geographically close, there is no significant mutual influence between their stock markets, and they are all
significantly impacted by US monetary policy. This finding once again confirms the profound impact of the US led financial system
on the Asian region. This study provides new empirical evidence for understanding the interdependence of global financial markets,
particularly the impact of US monetary policy on emerging markets.
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