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6. Conclusion

An investigation of the impact of interest rates and exchange rates
on bank stock returns and volatility has been of special importance in
recent years as a consequence of shifts in monetary policy regimes,
free capital flows, financial and technological developments in
communications, and trading systems. Therefore, this study examines
the simultaneous interest rate, exchange rate andmarket risk on bank
stock return by employing both OLS and GARCH estimation models.
However, due to the existence of residual autocorrelation in the data,
the GARCH model produces more efficient coefficients than OLS.
Application of time-varying risk models also enables us to introduce
volatility of interest and exchange rates into the bank stock return
volatility generating process.
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