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Foreign Exchange Market:
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¢ From 1876 to 1913, each currency was convertible
into gold at a specified rate, as dictated by the gold
standard. (EA47: RITZFHH g, £ EICERR
RF SR

¢ The 1944 Bretton Woods Agreement called for fixed
currency exchange rates. (il 5304

¢ In 1973, the official boundaries for the more widely
traded currencies were eliminated and the floating
exchange rate system came into effect. (L.
V5 7 B 5K 32 bR 3R ) L BT 5 <t XU A% ik O T
A, JFHESNINERZ S i K D
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(1) Currency BoardsBt RIC

o KET M SR —F B0 MARFFAE— e b
RATAS T B2 T AT g & A0 [ = 12
¢ HK$7.8 = $1 since 1983,

W BCR] AR S e it s B o HI Y
200356 H25H Ky pRfFrh, 1EUHA LI R
IR BN IR BT UK H AR

o Argentina 1 peso = $1 since 1991.
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(2) Dollarization=E=tft, & o 1.0 ]

Dollarization refers to the replacement of a
local currency with U.S. dollars. (A< [ET7
M3 76 & AN

Dollarization goes beyond a currency

board, as the country no longer has a
local currency.

For example, Ecuador implemented
dollarization in 2000.)5)K £ /K
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& pegged exchange rate system, the home
currency's value is pegged to a foreign
currency (5H—Eah R MAAREEHE E &,
{HIBUR A] DA — EE R B AR )
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HK dollar’s value 1s tied to the U.S. dollar. If
appreciation of the Japanese yen against the dollar:

A) Hong Kong exports to Japan ; and B) Hong Kong
exports to US?

A) Hong Kong exports to Japan should increase

B) Hong Kong exports to the U.S. should increase
because Japanese goods become more expensive to U.S.
importers as a result of yen appreciation.

Peg doesn’t mean no effect on bilateral trading
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(7) Managed Float
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Exchange Rate System& ¥

& managed (or “dirty”) float
system, (JoBRH+FT)
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H'Z: Single European Currency
PR — B2 T

¢ In 1991, the Maastricht treaty called for a single

European currency. On Jan 1, 1999, the euro was
adopted (%))

¢ By 2002, the currencies of the 12 countries were
completely replaced with the euro.

& BRI SR e R AT 48—l 2 Bz T IEUR

o FRITIX N RIVE 3 RS 542 75 A1 H %

o 7 ME=ANEFBEMA

o 7 52011BKMGS5fEL R &R, Al I 2 IR
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R34 A 1L GDP160%
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DATABASE RETRIEVAL SYSTEM (v2.12)

CURRENCIES TIME PERIOD CUTPUT OPTIONS
Base Currency Choose Tj.me_I_-I_o_riz_o_n
(choose one; most popular | E}{EII:'[ Tirne F'Efll:ld v
choices appeat atthetopy | ———————
!U-S- Dallars v_l Touse start and end date,
select "Exact Time Period" in the | default v]
Target Currencies "Choose Titne Hotizon" menua.

(choose one of mote) Start Date COr T ——
Eelgian Francs (€] - i1 ”._Ian Vii1999 | emetber this selection
Bermudian Dollars -

Erazilian Reals End Diate [ Reset ] [ Retrieve Data ]
Eirltlsh_F'Dunds 31 i| Dec BB HEEIEI?' i
Bulgarian Lev e L o
Canadian Dallars Customization
Data Frequenc I have customized a retrieval request.

Colombian Pesos

qtp ://quote.hexun.com/default.htm#for

Cypriot Pound h Notation
Mote: some hrowsers re guite that you | “olume Motation |
hold the Ctil kew or Shift kewv pressed
I while making multiple selections.
For research putposes you can retrieve tithe series for the 13 currencies that have converted to the Euro, indicated by a 1 7 .

| _euro sign (€1 behind the currency name. Prior to euro adontion these are historical series. and followins euro adontion el
ey . R
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http://finance.yahoo.com/currency-investing/asia-pacific

PERSONAL FINANCE MY PORTFOLIOS EXCLUSIVES

HOME INVESTING

Get Quotes Finance Search sun, Feb24, 2013, 3.04PK EX

Currencies Center

Majors European Crosses Yen Crosses Asia Pacific Emerging Markets Skandi Currency Converter
Currency Pair Price Change %Change Day Range 52 Week Range Chart Preview
USINCNH 6.2356 -0.0068 0. 1081% G.2340-62370 G.2340 - 6.3350 _
AUDMNZD 1.2289 0.0043 0.3487% 1.2282-1.2320 1.2282-1.3187 lfngJ}JENNHEI ) 2
AUDICAD 1.0515 +[.0040 +H.37T4% 1.0508 - 1.0536 0.9930-1.0783
NZDICAD 0.8556 +0.0056 +HLG553% 0.8551-0.8563 0. 7639 - 08563
NZDIUSD 0.8357 +0.0033 +H.397T% 0.8353-08373 0.7456 - 0.5468
AUDICHF 0.9563  -0.0012 01222%  0.9560-0.9587 0.9216 - 1.03489 team Bam  fzpm  Bpm
NZDICHF 0.7783  +0.0018  +0.2273%  0.7780-0.7794 0.7075 - 0.8027 1d [ 5d |3m |6m
USDHHKED T.7568 +0.0010 +HLO129% 7. 7568 - 77570 7.7510 - 7. 7359
USINEGD 1.2396 -0.0014 -0.1128% 1.2388 -1.2406 1.2176 - 1.3092
INR/IUSD [change] 0.0184 +0.0000 0.3676% 0.0184-0.0185 0.0174 - 0.0206
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Government Intervention 21

BUR T3
& NI [l SR 22 BrBUR 1) VU K H bR

¢ Central banks manage exchange rates
to smooth exchange rate movements
(el D5
to establish implicit exchange rate
boundaries ( % & L TFR)

to respond to temporary disturbances
(/b 2 AN M. AN sh £ 0
NRIBEBN? )

¢ Intervention methods: direct and indirect
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Government Direct Intervention 22

BURF E#& T

& Direct intervention refers to the exchange of
currencies that the central bank holds as
reserves for other currencies in the foreign

exchange market. (EH#ZTWl: JUTHE
TEAMC T3 352

¢ Direct intervention 1s usually most effective
when there 1s a coordinated effort among

central banks. Gl RATETF
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Government Direct Intervention 23

BURE#TH: B

¢ On September, 2002,the U.S. monetary
authorities intervened in the foreign exchange
markets, purchasing 1.5 billion euros against

the dollar.

which was divided evenly between the U.S.
Treasury Department's Exchange Stabilization
Fund and the Federal Reserve System,

and was coordinated with the European Central
Bank and the monetary authorities of Japan,
Canada, and the United Kingdom
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Government Direct Intervention 24

BURF & T

Fed exchanges $ for £
to strengthen the £ E B

=y e sy e By 2
%%ﬁg%%,%%ﬁkﬁ,

Fed exchanges £ for $
to weaken the £

Val
of £ S ey >
V, |-
V1 """ V1
DZ VZ
D,
Quantity of £
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¢ \When a central bank intervenes in the foreign
exchange market without adjusting for the change in
money supply, it is said to engaged in nonsterilized
intervention. (JEARTT, FIRAMCE A HEEAR T
Ji

& In a sterilized intervention, Treasury securities are
purchased or sold at the same time to maintain the
money supply. BRI TFi, JEARTE, &g —
Lefiizr, DAORSF BT Mptas T4l
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Nonsterilized Intervention 26
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Sterilized Intervention 27

PR T TR

RAT RMB
RMB FRAT IR 35
i E 7R $ RMB e Eﬁ%ﬂ;f 77
R M AERAT A 1
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To Weaken $ RMB HRAT Al 7
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Indirect Government Intervention?8

8] £ T T

o BRI E AR &, Ryl =
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Africa 0.38%
Ig;irl%l;aéglgﬁnha, Mepal, Pakistan, 0 359
Middle East 0.26%

Japan 0.00%




l

A Ty RS

Management Meitrics

Valuation Metrics

&



...... 2
Lecture Z,

Balance of Payment
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Chapter Objectives =\

e To explain the key components of the / | \
balance of payments (3 KEFrIZZIHNH ) /;

H1:BOP A i
e To explain how the international flow of

funds is influenced by economic factors and
other factors. (M5 K . FDIFR )

L& R-B a2k 5 J-curve effect
e Agencies facilitating international flows(= X

SN A)
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H il 5 EMEHFF I

o GDP = C+I+G+X-M: Output, > HiEZHE
C = consumption spending
| = capital investment spending
G = government spending
X = exports of goods and services
M = imports of goods and services
o Y = C+S+T: Incomelit N5
S=Saving
T=Tax
o Market equilibrium: GDP=C(Y)+I+G+X-M=Y
o Deficit: X-M<0; T-G<0

= - ’l;’ ; .\éz =
— 3 T2y X EXALT grmrseny
ASSDUation ) i lege of Economics & Management. Shanghai Jiao Tong University
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Balance of Payments A ‘ A

e The balance of payments [# Ry 5 F i
IS @ measurement of all transactions

between domestic and foreign residents
over a specmed period of time. (— g i 1

A 5 51 JE TR BT 28 2 )

e Each transaction is recorded as both a
credit and a debit, i.e. double-entry

bookkeeping. (BFEAZ &5 E k)

11 3G e IR S B I [F I, B
fefi 2 15 0135 T

=iy %5 A A% .
— 4 = Y EXAAY wrrmsenyn
ot Antai College of Economics & Management. Shanghai Jiao Tong University
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Balance of Payments: Three Accounts A I A

e The transactions are presented In three
groups — (&% H, WASEMIME, ¥
I )

a current account,
a capital and financial account,
balance account

SHHREMAR]— K0 JIE5 %7~
II:_ID’ Iﬁ_‘ﬁJ\
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BIZRK P . Current Account

e The current account 57 I F.

purchases of goods or servicesiy X i il 5857 55,

the provision of income on financial assets4: &% P~ KA S\ &, or

unilateral current transfers (e.g. government grants and pensions,
private remittances "L 7 M ## (FB) )

o F LIk

KL (+),

Eilin)

+*

o 105 380 s, 4% 10 H $¥i810 /5

FANL A 245181073 (-). CF

NO, BB T R =TT AR D
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AR PEAI 2 H DE

o [A|ELIE K
20124 [E Y 387 .9%; 7 11384.3% . % Z) i 2 (X-
M)230012.3 756, §7K48.1%.

o S5 GDPAHHXf L%

20124E 1 E GDP8.2 5123 7t, W21, #111.8
Jife,

(X+M)/GDP:# i kA7

http://wto.org/english/res_e/booksp e/world trade reportl3 e.pdf

H I (BY) yugn|
1 China 2049 ; 1 US 2336
2 United States 1546 ; 2 China 1818
3 Germany 1407 ; 3 Germany 1167
4 Japan 799 ; 4 Japan 886
5 Netherlands 656 ; 5 U .K. 680
6 France 569 ; 6 France 674

Accredited by 7
Association
ofM

- .n,tZ
Y FAAAY grmpsemyn
BAs

ntai College of Economics & Management. Shanghai Jiao Tong University




| 3L

200807 AL OTEEM (BE) 28

JFrEH (2012, 20084 L)

A N A}
P ESRKRFEHOERH.
Bfi. {2FET, %
H O B 5 H 1IZ5H B
() £ Eilie il Elzw
2fa 1,7493.8 7.4 18, 499.1 7.3
B,
ik 333. 7 35. 4 9, 858, 7 19,1
ESE 301, 3 2.6 3,194, 4 8.7
EES 136. 3 -3.8 1,398. 7 3.3
EEEr) (9. 3 ~7.4 R0, 4 5.3
= 51,7 -20. 1 629, 9 -10.0
= 5. 1 -7.0 530, 2 -2, 53
e 41.1 -12.4 434, 2 6.5
BHFE | 381 14.6 345, 9 12.0
554 36. 7 28, (0 325, 8 0.7
i 36. 6 RS 304. 5 10
HORFE = H 1Z5H Bt
() il Eli# 5 Elz#
& 1,597.5 0.0 16, 503. 7 4.1
EH.
ﬁ 160. 5 1 0.0 1,524, 8 7.8
¢%¥ﬁ”m5 24, () 1,277.6 15,4
A& 138.0 -15.0 1,639, 7 7.6
558 127.2 20. 8 1,194, 8 4,7
E=E 174, 2 R 1,191.8 8.1
WAFE | 747 8.7 763, 1 1.9
& 4.5 -11.7 838, 7 -1.4
PFFRERE | 51.6 9.4 503. 5 13.0
OEFT | 46.6 9.5 524, 2 7.5
405, 7 39. 1

.8 ousol- 4
AssUCIAUIOf
&’5/ :I_!-ofM

BAs

200%-08-22
B A%, %
Y OBEEME %A 1Z5 A F

() 8 | Bk | 2@ [E k.
218 13662 | 269 2029.1 126
Hep. £EH 236.0 156 14039 0.0
it 1773 17.1 10838 9.2
H= 103.1 3 ) 6548 158
Bh[E 73.1 503 4302 394
=E 550 | 299 3241 272
o= 430 254 2590 232
Z[E 354 | 285 1978 187
ENE 229 | 311 1253 490
e 316 12.1 120.1 0.4
1 B HRRLER 315 13.1 1740 AR

; =z 1ZEY A&

BORFE OO T HE | 5w FIE
218 11140 | 337 67920 311
HH:. HFE 1505 | 321 2045 26
BHE 1143 | 260 6313 210
SiEE 1038 126 fi53.2 231
s\ I E 218 16.5 5140 140
=E 72.1 200 487 2 238
Z=E 528 | 244 326.0 333
HAHITE 390 | 30 212.4 4.4
LEmTE 315 | 369 1904 26.2
IR R i 2] 312 | 1042 1790 1013




: | - . Hﬁ
o 2012 8 11— 7= 5 LU A7
SR T S IER T ELAET T =
o [T G T ERELT - o
B §E iz | 55 B0 %E [ 58 | B8 | 50 PEER | ee | sp (weiap PR n|ug | 5 | 33| 4
JEFs -| 10645, L1 REDFR (B B3| M5 m| 2f i e i
TR _ = L . o BMRY L) L
o 53,3 3.0 BRES (M| Lol me| 68| M7 TEFE 7008 34 f@qﬁf{,ﬁ_ 5 (AL #3504 1
SRR SRR e e
fﬁi%ﬁ%ﬁ Té 164005.0] 16559 LB ¢ Iﬂiﬁﬁﬁ’a? FRLL O TL0| 70| 165 -2.23“'nnu - - 50615 0.8 g g | G40 W) 48 0
- &l f a7 A0 | 0 91 TS h o T O
ﬂﬁéﬁﬁfﬁ 1 g REEE o 95 Fi g | TR0 LEsT) 6| 1 EREE g |BEL) B BB D
{044} “HERE I e
g%fﬁ%ﬁ” 1.1 L0 DESHE |74 wmees| @6l 57| 29 Rk A | GHRL LIRS 10 128 ﬁﬁ%ﬁ’g - | i
oA jun] ﬁ: } — 1 l : T -
aE | FA|wsmo| ™3| 1] no ﬁ@%%g% | 5| ml A 41&;” i O i .
22E3 %ﬁ% ﬁ e I A E2E &1; L0 mE| 420 19
fid: 50,9 L4 REENE | M| 03| 69 79| 1500 . T
f FRERR | ¢ | ®E| HR0| ;L 6 WEERS | - - 4
W (B S0l 48] 127 Al o A e S R R 1.5L$ - ; ;&
EiRPR VERE | T el gl arl B, | - 193 4
ghal 1A we3| o] s wa BEERE 1906 15,1 2tt) | 8 fﬂﬁ“m
f R | 7 1300 %8| 23] 42 Fgﬁsé ! 3ELYm3| 105 2
iﬁﬁﬁg ME\_\ Eﬂaﬂ :gﬁr ﬁ% £l 2l £y 1.8 1{-; _]\ ol b 18 K I
'# 01,5 ny o EERE) 1747 3.1 . ;
% i) i LOB0| @.4] BA| ES it . LERO| 1Bl 23 T
{15.2 0 KEFR |FM| 00| 616 A— R | -
ik ome sdl og) e [emmen ) mo] mel or| mol Rm |m| | B M4 RS ) K8 R4 A3

nnnnnn

ITED




)
)

o WELPIE
RIETE A
e R i
A 553l

Undergraduate tuition:
m Harward35000%
m UcBerkeley 35000
(112000
m ANUZ111Unit 597A%
m [EN515A%

CFA member fee
MBAs

Accredited by A fLETT

Association
of MB.

PRI ST 4 5 K,

201255

B = B T 3= HE
T4 i s 20124 3
— S #Eh A 1 658 2138
A ED 4 Fo AR 25 2 8§78 2336
B 4 3 1074 3232
i 4 5562 20570
A s 4488 17339
b AR £ 5] -196 -895
4 F 528 1910
= 8 T24 2806
1 3FHy o -122 -4 70
F 10 100 389
18 A 11 22 859
2 AR 12 -111 -519
A 13 139 500
3% F 14 251 1020
B Y% i 48 -218 -23%
CHEREFIE 49 -1 37
=~ WAh4Bmad 50 -318 21173
Hep. HESE 51 516 1801
= fH&W 52 -340 -965
31 EHmES 53 0 0
3.2 BIE A 54 1 4

33 FE Ao 2 M b2k

T 55 4] T
3.4 3hiC 56 -347 -987
3.5 H4hiF 47 57 0 0




Current Account of USA in 2012

(Top U.S. Trading Partners for the Year of 2012 1n Billions of Dollars)

Country & Exports % |Imports & Total - Trade
Irade Balance

-l‘l‘l Canada -292.9 -32*-1.2 -616.7 ;—31.8

Bl china -11IZI.E --5125.6 -536.2 ;—315

BB Mexico :216.3 :ETT.T :&19&1 :—61.4
- ® Japan iTEI ilélﬁ.él i216.&1 :—Tﬁ.él

B Cormany ;&18.8 :IEIS.E :15?.3 :—59.1’
ﬁgi:“d B4 § B4, 0 109. 8 0.1

'@; South Eorea .-'512.3 .58.9 .1III1.2 —16.48
Brazil .-'513.1' .32. 1 .TE.E [11. 6
ﬂ Saudi Arahia -13.8 -EE.T -TS.E :;37.6

B B France -3IZI.E -41.6 -T2.~‘-1 ;—IEI.B

- Taiwan i2£1.~f-1 i38.9 i63.2 :—1&1.5

o Hetherlands ;LIIZI. T -22. 3 -63 ;18. q
_ India -22.3 :&10.5 -62.9 ;—18.2

EEm Venezuela -IT.E -38.7 -56.4 ”—21. 1

BB Italy .16 .36.9 .52.9 —20. 9

YEZAAY srapsumen

Antai College of Economics & Management. Shanghai Jiao Tong University
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FIERK . Capital Account and
Financial Account

AR K F'summarizes the flow of funds resulting from the sale
of financial assets. ([EPrafli ot AR R ZICAERIK™) &
Rl P 3 ELAL

B3R Direct Investment I SER47310% LA 1

HE % Portfolio Investment, THEZAE/310% LN, fii 545

He#d: k. B

B4 & 48 -218 -235

CEFHIE 49 1 37
— FAfsBHmA? 50 -318 1173 e

Heh, HHELE 51 516 1801 EF' ﬁle—ﬁ
Z RERA 52 -340 -965 &Rl P

IlEREE 53 0 0 >

3.2 455042 2 17 54 1 4 % ’ 1BFDI

2 42 g4 i : A >

33EREWE P E L = ] - 7'\7)'@3 = j(

34400 56 -347 -987

3.5 Hob T4 57 0 0

- R4
Y FAAAY grmpsemyn

Antai College of Economics & Management. Shanghai Jiao Tong University
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Capital Account and Financial Account: &[5

2002 2003 2004 2005 2006 2007 2008 2009 200

Direct Investmant

Diract investment abroad -154  —-1E0 -316 — 36 -245 -44  -3E0 -3 —-351
Direct investmeant in the 1S 84 54 146 113 243 221 310 158 236
Met direct investrmant — 1) —Bh —31.70 76 -2 —-183 -8 -14b —116
Portiolio Investment
Assats, net =48 =123 —1f7. =258 - 450 —-301 280 =380 -1E6
Liabilities, nat 428 S50 BET 832 1127 1157 524 360 Tov
Met portfolic invastment 374 427 BEC h7b B28 TEE BO4 0 541
Financial Derivatives, nat 30 £ —33 43 14
Other Investment
Cthar imvestmant asssts —88 —54 -510  -267 -544 —B43 46 575 —486
Cthar imvestmant liakilities 283 244 520 303 BOS 687 402  -183 anz
Met other investmant 185 180 10 36 151 38 —1¥, 203 —184

Net Financial Account Balance 504 231 530 687 BOT 617 135 298 256

AT 10129
hEEERIK . FDL. H-E8H% 20 0 AME

| zmmm 13 Y FERXELY sxmrsanrn
/ EQU’S ASSOCE&“OI'I i) Antai College of Economics & Management. Shanghai Jiao Tong University
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Online Application a

e The U.S. balance of payments and related data are disseminated
by the Bureau of Economic Analysis. Visit the Bureau at
http://www.bea.doc.gov.

o HEBOP: www.safe.gov.cn
o [HT HEYE
http://www.census.gov/foreign-trade/www/
http://www.ita.doc.gov/td/industry/otea/
o {7 5 EHE
http://www.wto.org/english/res e/statis e/statis e.htm
http://www.worldbank.org/data/
ENLES, moftec.gov.en, FIFHAMNE (G Rlbk -~ HEH T
NRERITBOC K T JE4hME RSAFE, LS (Lmlbk P FIEFHIT)
Mg B B www.customs.gov.en/iE T (ZEK )
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http://www.safe.gov.cn/
http://www.census.gov/foreign-trade/www/
http://www.ita.doc.gov/td/industry/otea/
http://www.wto.org/english/res_e/statis_e/statis_e.htm
http://www.worldbank.org/data/
http://www.customs.gov.cn/进出口

Factors Affecting

Current Account (International Trade Flows)
MM E K FER

Inflation (-, surplus decrease )

A relative increase in a country’s inflation
rate will decrease its current account, as
Imports increase and exports decrease.

National Income (-)

A relative increase in a country’s income
level will decrease its current account, as
Imports increase.

&

s
¥
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Factors Affecting

Current Account (International Trade Flows)
A E K P R E R

Government Restrictions
e tariffs, or a quota. KB, ECHN (Mt , &

o 1992 DLk H [E i B 2 1) 1) 2

ingld] 1992 1993 1995 1997 2001 2002

TR 43. 2 36. 4 1 23.0 | 17.0 15.3 12

o WEMBFIKFER, —” IJHH" wik
SRS H 2w I HANCIK &R R EENE

R AV B MU NTEAZ € IR AT ] DA R Z5YE, R 40 1 355 40
L
M20024E10 AL, A% e K 7 BRAIA Ak b4 B 285 T H AT IR
20%. 20084EACTEEHOIF (4N, 2012)
S 115 [ FRIBCOIRGGEALES, AR 2 A4ME,  H 55 E K AMNC G %,
s2 ) [E] Py AN E Tt sk AyE R e e

Accredited by 19
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Factors Affecting

Current Account (International Trade Flows)
A E K P R E R

e Exchange Rates (JIZ{H, +

If a country’s currency begins to rise in value, its current
account balance will decrease as imports increase and
exports decrease.

EZARAL T ST O A& BB A P2 ARG . anse oo HE, (B
CPURF SLEA M, W RA TR ATREK))
o HRMERE . HALOAAIALAL T B dh BUE AR AR RS

H OB = 2020 o MRLIA T T Z AT, Xt

i
HECT# ke = 20 MIE T

Mz
ﬁ)ﬁ £ Eﬁ&"'ﬁﬁ‘ﬂ}ﬁ”

ics & Managemen anghai Jiao Tong University
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a weak home currency may not necessarlly

improve a trade deficitliZ A — & {&i#

o 1) NBRCENA = 1 B i

& [A) 3]

(EFERE

HeE iyl

, A 580 H 455 BTt
A M AETH 52 #8252 8 L R
W2 AB RN % NTH B W SRAT 5]

& 2) ARMIZAE A E = ks vl ge LTt

¢ 3) FHEHIEMHIE

o 4) KUK . (s E 2~ m] i BE 2y w] i

¢ 5 H—p W\zﬁlﬁl’ﬁfﬁ\ 1]

& B) L EUR—HFAZEAT: N yet| 1 ye>THEH R SRS
s Ry B T

Accredited by
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a weak home currency may not necessarily
improve a trade deficithZ {5 — & {3t

This 1s known as the J-curve effect.

9 Y Time

Change in the trade balance
o

— ) By YELALY exmmsumemn

AT N, EEMD
i FV =
%) EQUIS Association al’  Avtai Colege of Economics & Management. Shanghai ao Tong Universiy
.......... of MBAs



Marshall-lerner condition: 1 y +| 0y [>152

F H H(X-Me)FE 5 IC 2R e EFHIRTIR K AF

et TRALAN T R,
A o ERA IR, =i 3o,
X i A¥E, M: #E08E, BHREATHr, 2EHRAbmir.

Nxe and My are elasticity of exports and imports with respect to the exchange rate

respectively.

_ XX _ oM/M
nXe - ae/eﬂ nMe - ae/e
N =X-Me
ON _ 90X oM
%~ e e )

ON1 0X/X edM M

a_q} _Lae X de X
BB = a0 5 7 1l RIX=Me, NI
ON1 0X/X edM 1

de X  Oe X de e
JdN 1_ 0X/X . oM /M .
de/e X _ de/e de/e

ON 1

ae/e} = nXe+|nMe| _1

WHRANHIHE, NEF, W EXE: et Inue >1
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32 ARV 38 3 1 ST 7 A

)

(@)

it A 4R 1Tkee(2002) 15+, HE1.13

http://www.etsq.org/ETSG2005/papers/olarreaga.pdf

Table 1: Estimated elasticities: sample morment

ComBntey Stm: pls Standard A od iam Fen praret

Averngd Deviat b wakghtod

W RO
Adbania [ALE) -L.12 =1 .04 =0 .1k4 =10
Umited Arab Em. [AHE] -L.as B =0.1L -1.07
Argentima & HLG) -F a2 -1.1% 0.1 -1.2106
Armenia (AR -1 i -1 A = ) 1 B
Anstralin {ATE] - am = i ~1.1%
A nstiria {ALIT) -1.8 -1k -0.id -1.08
A zerbaljan {4 FE) T -1.11 -1.1 -1.07
Barendi {BIr] -L.0T -1.19 -1.L2 -1.05%
Belgikum (HEL]) -1.51 -1 dk4 =0 I -1._05%
Benin (BEN) -1.11 -1:18 T -1.0%
Burkine Fase (BFA) -1.E -E.12 -1 e 1
Basgladesh (BCTr) -L.06i% -i. D 1% -1.1%5
Bulguria (BCOGR) -L. 1% B | -1.104d -1.006
Belarus (BLER) -L.1T -1.414 ~1.[85 -1.0%
Belice {EELX) B -1.015 -1 -1.63
B olivie {BOL) | -L.0T =1:1 -1.08
Brazil (BERA) A= -1.3 -1.EE -1.34
Barbkados (BRI -1 .ik= =1 .0 -8 -1.04
Cemtral Afr. Bep. (CAF) —L.ae= -E.1% -1.EL -1.0%
Camada [(OCAN] i a9 -1k N B -1.313
switzerland {{THE] -1.099 -1 0T =1 I -1.1
Crhile (CHEL) -1.51 -L.03 ~1.E -1.1
China [CTHN] -2 04 -1.12 -1.Ld -1.13

4 é‘ ;". "‘g
T — 24 7y X EXAAT exansunyy

; ASSOCiaﬂOI'I Antai College of Economics & Management. Shanghai Jiao Tong University
EQUIS /" | ¥MBAs

ACCREDITED


http://www.etsg.org/ETSG2005/papers/olarreaga.pdf

Correcting A Balance of Trade Deficit
Bl S 7R HITC 2R 5 3l i 5L

e a floating exchange rate system may
correct a trade imbalance automatically
since the trade imbalance will affect the
demand and supply of the currencies
iInvolved.

IR F->I AR ->3E T [f-> 77 5 2%

£ YHELAAE
=) X EXAAT srmpsanyn
it Antai College of Economics & Management. Shanghai Jiao Tong University
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Factors Atfecting FDI
WA 5 &K P RN FDIR FR

¢ Changes in Restrictions & il )

New opportunities may arise from the
removal of government barriers.

o PrivatizationfA & 1k

FDI has also been stimulated by the
selling of government operations.

o Potential Economic Growth%£ 518 K-

Countries with higher potential economic
growth are more likely to attract FDI.

Accredited by
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Factors Atfecting FDI

¢ Tax Ratesfi®

Countries that impose relatively low tax rates on
corporate earnings are more likely to attract FDI.

¢ Exchange Ratesj[ & il {1 (&

Firms will typically prefer to invest their funds in
a country when that country’s currency is
expected to strengthen.

o H'e: BUA, HE, FH, HEKMSER#HD

Amazon, Alibaba
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Association 27
of MBAs




BAE &K T Portfoliof % K &

o 521 F DI 2 [F #5211 Portfolio#%
& LI ‘iﬁ% ] 5 T 52 M) EH K SR %

A ER Y el R B 3T 42 ERportfolio & %, 41 U
GLDxEééﬂ?Eij@ﬁfﬁETF

5 To LA AR SR B I T AT R B AT A
B HEHKEXH s K% 5 & :USA

o 11 [E Portfoliof% % R0 R &
B 1k
QFII, QDI
BAL S MER, 1R 5mIRIUE A IE A W AR

= /"ﬁ)\ﬁ/‘tﬁ- SRETSHRIN
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B4 5 &K P T2 PortfolioBr % K &

o TitTily: LThiaw 5et &P LIES

Figure 2. Distribution of cash market trading value by investor type (2002/03 — 2011/12)

100% 1 - — - — — — — -
3 | i 15
Q0% = : :
E 60% 1 s
2
E 0% 4
- N
4 | 4
= 0%
=
3074 4
0% A -
200203 200304 200405 200506 2NMOT 2007HE 200END 2004010 2010011 201112 T
OLaocal retail investors B Local institutional investors B {verseas tetail ivestors 22012
O Overseas institutional investors B EP principal trading (eumulative)

http://www.hkex.com.hk/eng/stat/research/documents/cmts2012.pdf "
20 sy X ALY sxmpsenyw

Antai College of Economics & Management. Shanghai Jiao Tong University
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Agencies that Facilitate Ttecationl
International Flows “&” Monetary Fund

International Monetary Fund (IMF)

¢ 183 member countries. Established in1946
to promote international monetary cooperation and exchange stability
(EMmEfESIEERE) ;
to provide temporary financial assistance to help ease imbalances of
payments. (Jy7HBRICSC IR IR AL I A <5 Rt 35 D
2011 A &I

- > R4
: T EREFSERT M
llege of Economi ent. Shanghai Jiao |
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International Monetary Fund (IMF)

¢ The IM F uses a quota system, and its unit of
account is the SDR (special drawing right).

CHR R 53 [ A8 4 1) A 8500 0 Be R — b B8 A

A, SDRiE ISP T M INA AT 2 5 5 i A7)

Currency 2001 Revision 1996 Revision
U.S. dollar 45 39

Euro 29

Deutsche mark 21
French franc 11
Japanese yen 15 18

Pound sterling

Accredited by
Association
of MBAs
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Agencies that Facilitate
International Flows

World Bank Group

¢ Established in 1944, the Group
assists development with the
primary focus of helping the
poorest people and the poorest

countries. (BT E %K)

jbl ¢ It has 183 member countries,

and is composed of five

organizations — IBRD ( [H [y 5 2

S5 KEAT) |, IDAFE BRI K2,

IFC, MIGAZ L # B H R Fr <> and

s |CSID (HPp&BEgBgdedLy) .
. §010$E, H [E A S 3R

W
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Agencies that Facilitate
International Flows

World Trade Organization (WTO)

¢ Created in 1995, the WTO is the successor to the General
Agreement on Tariffs and Trade (GATT).

¢ . Its functions include:
administering WTO trade agreements (&) ;
serving as a forum for trade negotiations (‘ZZHE) ;
handling trade disputes; (i)
Training developing countries; (£3ill)

WORLD TRADE uy/

ORGANIZATION % /

AR WTOH Py fuiint Bl

Accrediedby 33 e, e |
Association '
of MBA:




Exercise

¢ Login Find a
country you wish to travel. Study the characteristics of BOP and
give a brief description.

o FMHEIFITF A CGHEHD) .

o HILEPrfTHG/ N, TEH W10 RMBIEAT M AC, AL
P SKspl R8I 21100 5) « IXF ) B ks 7 A
BOP MR 2 BRI Hyoky P04 A2 o ] i s K3t I RIA
B, SENIKLL[E ZR AR HHE e 75 REXT 1 o [ 22 00 AU 2

o X A
SAT BREFESERT W

Management. Shanghai Jiao Tong University
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International Fixed Income Markets
--FX, Currency & Euro-Currency, and Bond

o Eun, 5,11,12%

Assocat % Y HEX ﬁj T RRIZR5ER YR

Association = R4 anai College of Economics & Management. Shanghai Jiao Teng University
of MBAs




Objectives

Foreign exchange market(Forex quotes)
SN2 5L S X R &5 7o I 2R
®; Margin trading

Eurocurrency market(Libor), Eurocredit

market

Eurobond & Foreign bond market

X4 L % Eﬁ&“"ﬁﬁ‘ﬂ}ﬁ"

tai College of Economics & Management. Shanghal



Motives for Using 3
International Money Markets

o HPrERimikly: Bl BB fTEr . HRREH
o [E PR & W2k

SMNCTIY, Semitidy, By, inhiy
o &bt H by Wi o 1 4 sh Al

foreign currencies to be appreciated

to reap the benefits of international diversification.

Hedge currency risk
Open Question: FAT/& 7 HEFA AR B 7 IXAHZ 5 HE?

.l’ FRXEALY gxapsemen

ai College of Economics & Management. Shanghai Jiao Tong University
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Global Foreign Exchange Market: unstoppable

5| =gkl

159 1 24

125 i
R

ALY AU I3 B2 e A BRI & B R B e B R

GMT -5 0 +1 +3 +8 +9 10 +12
— 2y X FAELE exmmoumen

Antai College of Economics & M hanghai Jiao Tong University
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2 E(r )5 R Var
C o JisHRA:

M

k7

€t
ﬁfﬁ@ﬂﬂ@ﬁn = et/et 1

o AT AR
EXCEL iﬁ(average% varfs- 2|

W 5 KRS,

H: average: -2.5*107-5,var:

3.9"10%-5

& H: 2.210-3, var: 5.9*10"-4
ARERIKERTC RN, & H W& H

PR BN

nNAE 5 H

> R
Y EAAAL RSN

Managem angha o Tong University


http://fx.sauder.ubc.ca/data.html
003EUROUSD.xlsx

SNC 5T SRATHRE KRR S

R T i B

BRI 5,26 70: 0.005654

Itk HIT 0.006169

Europe Brent Spot Price FOB ($/bbl> 0.02
FuE$5%50.03

DJI 0.016

) iﬁ)\ fé;t 4 RSN

Management. Shangha




SNET W R 5 RS X P -5 B KIS R &K

E(r) E(r)
X
Var Var BOL

o JEEZHMKEU=E(r)-1/2*Gama*Var, Gama>0>jHedger, Gama<0 ¥y
Speculator. E (r), Vard )& L a5 5 XU
o Assume RMB/$ goes up 1% at the probability=0.5, down 1% at the
other probability. [ a5 XA TE s drik ]
Expected return=0, Var=1/2*(1%-0)*2+1/2*(-1%-0)*2=1(%"2)
o Suppose Mr. A is a hedger (Gama>0), his utility function U=E(r)-
1/2*Gama*Var=-1/2*Gama(%"2)
U<O if he participates in FX market
o Butif Mr. Ais going to travel in the USA, he will pay 1% more if $
goes up, and vise versa. So for Mr. B:
if he buys $, E(r)=0, Var=0, his utility =0
If he doesn’t , E(r)=0, Var=1(%"2), his utility <O when Gama>0

o X A
SAT BREFESERT W

s & Management. Shanghai fiao Tong University
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SMCTiSs5&

3R 2: T (dealer) 5%
Dealer5broker(f] 2 5|

\4

B
~
el

JE K

\__/
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.l’ FRXEALY gxapsemen

College of Economics & Management. Shanghai Jiao Tong University
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Rank Bank

1 BNP Paribas

2 HSBC Holdings

3 Deutsche Bank

4 Mitsubishi UFJ Financial
Group

5 Barclays PLC

6 Royal Bank of Scotland
Group

7 Industrial & Commercial
Bank of China

8 Bank of America

9 JPMorgan Chase

10 Credit Agricole SA

Association
of MBAs

Country

France

UK

Germany

Japan

UK

UK

China

US

US

France

SMCTiS5&

Total Assets
($b)

2,792.10

2,690.90

2,681.30

2,479.50

2,395.30

2,319.90

2,304.40

2,264.40

2,246.80

2,236.80

oy P2 PHA T http://www.relbanks.com

Rank

10

Bank

TAT

AT

Wells Fargo & Co

HSBC Holdings

BAT

JP Morgan Chase

Bank of China

Itau Unibanco
Citigroup

Commonwealth

Country

China

China

uUsS

UK

China

uUsS

China

Brazil

UsS

Australia

Market cap
($b, /2012)

240.95

195.85

160.72

150.90

141.73

140.95

128.80

88.17
86.67

82.62

- R4
Y FAAAY grmpsemyn

Antai College of Economics & Management. Shanghai Jiao Tong Universi



Foreign Exchange Transactions

SNLCAZ 25 KT RS 533R

® FF R

There is no specific building or location where traders
exchange currencies L2 H1 37 .

Quoted by market makerft 7 i il &
ey
SpotBI #f (IR
Forwardiz ] (IRAEZI @t KRS E D
> NI 1 Zn
o kIl SLEA 5 HIRIEESL S

W BER A RIE S BRI AL 7, IRZ AL AR HAED T
LB IRUE 28 2

=

\ 4

T EREFSERT M
ai Jiao T

& Management. Shangh: ‘ong University
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R AT SNCIR Y !

o CXtr | ICsefr | FFEN | &R | &E&0 | FRk Tk BRIR

106.06 106.46 106.77 106.93 106.25 107.14 | -0.0195%

1.4547 1.4579 1.4494 1.4574 1.4453 1.4451 0.7750%

1, RITHIRNEAE? FEHE2 /D7 BABE A SHRN
2, USD/EURRZZ/D?

3, GNLRERATRRIT 35 TT1.1263/70, BB M EZEFN2?
4, 1EURAZLILAH JUMITIE? EBFHE?

X .n;Z
Y FAAAY grmpsemyn

Antai College of Economics & Management. Shanghai Jiao Tong University

Accredited by
Association
of MBAs




12

N S \
b BT ML IR
i Fb X4 | JEEfy | RN | & | BIEN HER T R IE
106.06 106.46 106.77 106.93 106.25 107.14 -0.0195%
1.4547 1.4579 1.4494 1.4574 1.4453 1.4451 0.7750%
B AMNTETZ AT, SEUiAT NN As. &

2, WA AN
AT KA1 EUR = $1.1279, =4 = $1.1312(1r =33 4., Ef
0.0033$ N F 2258

M= (1.1312=1.1279)/1.1312 =3%

e e () MAEURIUSD ($/€)  1.1279/12, BZHi/N
IEDN
Wy Z R AN 22 S B e R R T OB AR 45 2% H

»

= Y HEXAAE :
Accredted by s ] Sl ﬁ/{“ﬁ' YREFRSBET W
= Antai College of Economics & Management. Shanghai Jiao Tong University

Association
of MBAs
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HBITMZEB(2003 VS 2011)

2003 (/1 ZSpread) 2011
WICE  WB% o
2 55 5 H 1.3, 3%o 100945/ AT 984.28 953.89 992.18 4%, 8%
K76 5,55 76.2.9 %o 00T/ ART 81.84 81.18 8215 g0
/(Eﬁif‘é%i89 %0 ?
o LT JL5E /3Tt 1.5441  1.5477 2. 33%
FKICSHETC2.9 %o - 29T/ HE T 7.7941  7.7977 0. 4%o
St/ Fa A 0.901 0. 905 4. 4%

? RENFEREANINC LK

.l’ FRXEALY gxapsemen

ai College of Economics & Management. Shanghai Jiao Tong University
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USD/EURE %/ ?

14

B BB EROC%R

fft LX L | el | S50
S 11279 11312 | 1.1202 | 0.83%

[ E 4R ATHRATEUR/USDEIHAIC % 1.1279/12

K WAk 2 USD/EUREIHAVC % 2

L1 ITtHEURT/1.1312 324

12 61/1.1279

AT &R AN 7T USD/EURE] HF
1.1312 ; =24 81/ 1.1279

WS kAT Y 0.

Accredited by
Association
of MBAs
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W EH . A XJLF (cross rate)[q]iZ fHe
M CEM IEXi) HEIR
=5 H 118.16 118. 56 118. 87
Fon/3 0 1. 1279 1. 1312 1. 1202
W/ Hoo 133.3 134. 1 133.17

o hEETEIHNC R EUR/USD 1.1279/12
USD/JPY 118.16/56
K. P EEEAITIHIEUR/JPY 5 XA FHRAN 2
* fi#: EURMPYR]XH “[RliAHIR” JRNTHE .

EUR/JPY RV R L4 ~H1.1279X118.16; AN
1.1312X118.56

FR 0 5 BRI 133.27/12

=1 . X Mz .
Acaeiedby gy X EX {7 srmnsemyR
Assuciation Lot Antai College of Economics & Management. Shanghai Jiao Tong University
of MBAs
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W EEH . 3T XICZ (cross rate)3Z X AP

Nkl 1A Sy HEUL
i 118. 16 118. 56 118. 87
Won/E 7T 1.1279 1.1312 1. 1202
ik7o/Hot 133.3 134. 1 133,17

R A ERATRVHIC R iy USD/IJPY  118.16/56
USD/EUR 0.8840/66
K AZERAT A UL FREURMIPY XA #i A ?
fift: PTLAH “ZE XAABR” W) 7145 HEURMPY ICZ XU A 4R AT
EUR/JPYERIHHYC Z L4 4118.16+0.8866; L4 N
118.56+-0.8840
AR S B BIy 133.27/12

&

s
¥

Accredited by
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T AIBRIT R R S FE=ARLIS

© KB ALHMCTHIY  USD/CADL. 4985/93; 1AM
GBP/USD 1.6096/05; yE==wisETidy GBP/CAD 2.4074/00, A
. =R MIEIEE R HATEIL? W HHTEILR (A% BB ?

O 20, AWML= A BN T 3578 XL ZUSD/CAD N
1.4948/73, SAZIH4USD/CADI.#1. 4985/93 kb ml 411, 4
Z2)TH 3 0L 1. 4985> F AT I8 X T H ) 3 ose R
1.4973. NIRRT R

O 2 Ui TSE bR B E . EEBILEE LIS, 440K
SLErSE, BISZ1ZE G, 5301, 49850070; #41. 49850707 Bl Fy
CENE 2 AE, 21, 49854331, 4985 X (1/2. 4100) Je8%
;. B IX R R AR R BV RS 3, RS EEE
1. 4985 X (1/2.4100) JLEEL451. 4985 X (1/2.4100) X 1. 6096
=1. 000823 5> 1370 mn KX e oL 242, Hikl
EI0IG, ZEILFHH150.000823E 0. RINEN HFEE1000
TR AR, WIS FARERT | o

_ &
ST BREFE5EEF M
i College of Economi nt. Shanghai fiao

Managemse| g Tong University
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XTINCR Z %, EFRRATIR AR5 B R EE

The following attributes of banks are
important
competitiveness of quote (ff Z/M)
speed of executionsZ 7 P AT# 5
Trading time(zZ17 & 755: 00, H1472: 00)
advice about current market conditions$z

/f 9I\/I:/fl2l AN
forecasting advice il i 3%

»

= YA LAY

=) X EXAAT srmpsanyn
e Antai College of Economics & Management. Shanghai Jiao Tong University

Accredited by
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RITZ5ERINCTH I EMRE 5 L E 19
—-Reuters 5 Z- Vi [kondor]

T —E A Gy HLGE e L AT AZ 55 X ik
WA J7 H Spot DLR JPY pls?
A i 2. MP - (F555 7 %) 60/70(3K60 A/32 4170 £7)
WM TH: BuyUSD 1  (3£i#100/52E78)
WA 77 2.: Ok, done, |sell USD 1 Mio ag JPY At 97.70 value 19/11/94. (47
M, AL T . FRELGIR10075 € 0K Hot, L% &97.70, #2E HZ19944E10
H19H. ) JPY pls to ABC BK Tokyo.A/C No.12345.(H JtiE i & % 5 ABCAR AT,
k512345, )

W H: USD To KKY BK A/C 1234567 CHIPS UID 07352, Tks vm for deal
BIFN. (GAIPIETIEN 2AHAKKYHRIT, 1K51234567, CHIPS UID 07352,
ZUIREIAE 2, )

P DU

SN 2 22 G EAR N Z

o X A
SAT BREFESERT W

Management. Shanghai Jiao Tong University
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¢ Check out these foreign exchange sites:
http://www2.barchart.com/forex.asp/

http://www.oanda.com/

http://fxtrade.oanda.com/platform/[2 3] #MNLCAZ

7]

13 www.sh. bank-of-china.com ™ 4T _E 04T

Accredited by

3 Association
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http://pacific.commerce.ubc.ca/xr/
http://www.oanda.com/
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Connaection Account Tools

. MARKET [eurmso =]
| Balance T (i UMNITS ] ey [
| g:::z:a f.ﬁl:m QUOTE 1.18380

| Het Asset Value

| Margin Call
| Realized P&L
hargin Used
Margin Awvailable

| LowarBound 115555 |~ |~|
v Upnirboumt I_‘! -18405 I = E st ]

L ose | 118201 !

Lower Bound .
Specifies the lower range should the execution price [rofit | 1.18519 =hd
differ from the quoted price. In this example, if the price ' '
falls below 1.18333 when the order is executed, it will b ble: 1689631
canceled. aus:t:e

Upper Bound
Specifies the upper range should the execution price
differ frorn the guoted price. In this exarple, if the price

goes above 71.78405 when the order is executed, it will
be canceled.

USDICAD ERT YL :
USDICHF ASABETEE 1 m Acolet Wind

VA Er— sy X ARAAT exmpseny
i EQU’S A?rsﬂoBCEtIon Antai College of Economics & Management. Shanghai Jiao Tong University

ACCREDITED




1R T8

Market Order r Limit Order ]

% BUY () SELL
MARKET EUR/SD -
UNHITS S0000
QUOTE 1.15369
¥ Lower Bound 1.12333 - | w
IF Upper Bound 112405 o B
¥ Stop Loss 1.418201 - -
¥ Take Profit 1.12519 .l

Stop Loss

Instruction to close the trade should the price reach 1.18201.
This feature is used to limit your losses. Since this is a BUY
order, the stop lass must be belowthe quate price.

Take Profit
Instruction to close the trade should the price reach 1.18519,
This feature iz used to lack in your prafits. Since this is a
BUY arder, the take profit must be above the guate price.

Accredited by

5, Association
EQUIS of MBAS
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5 3RA [a] it

% L Buy 1l fistop loss: I3
11820 £ 2152 1

% L3fHtake profit: T3]
1185198 [ 232 1

Quote List | GQuote Panel "
AUDUSD 07330732
CADIPY 100,28 7 43
ELR/CAD 13520 ¢ 20
EURMBP | ° | 0678207840
ELRMPY 128810 7 835
EURMISD 1.18351 7 368
GBFICHF 229163 f 225
GRFLPY 204518 ¢ 527
GRPUSD 174470 ¢ 500
HZDASD OE7E6 /9
S IMCAD 11678 ig3l
WS DYCHF 1.3135 ¢ 35|

=i - :: .ﬂ
gy X ALY exmnsumym

Antai College of Economics & Management. Shanghai Jiao Tong University




Margin Used = Margin requirement for ALL
open positions

= 50,000 units x 1.18369 conversion to
USD factor / 20 leverage factor
= 2959.22

YHEZAALY epmmsunyr

Antai College of Economics & Management. Shanghai Jiao Tong University
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R X R T T B ANC R 77 s ETF T4

o ETF: EgtR&@dBIirsiEEeniyiss, TteETFAAE
Flr g, R ESAEAAR B TIRE, BgaRE.
o AMLETF: Rydex Investment 2005, #% &% & L% 4 HIAH
P mm, o AREREG. HoosE . (20125 4 yGuggenheim
Investments)
SR A [ 1% 5 TR BN R AR BT, R R SR FHVE 5 3K
%, A TIREHGHER . JCTE T

27.8%  1.24%

shares. com

R 150.79

= 7331 0429 m F

d
=] 3746 - g - p o
=Fs 2427 . b 12,2014 Products Research & Tools

o SOORER 4143 1.05%
PN S A 5 Lk | -
. 3»:]’)&\4 2010/06/115 201140813 2021211 soranane R REZR 4144 -194% SUITENCYSHARES Spot Spot Intraday Data  Current

13 s Price Price  Indicative asof Interest Maore
/ %g Bardays 3704 0.00% DNAPSHOT Flag Symbol  Bid* Ask Value* (ET) Rate Prospectus Info
G TR 43 033 rencySnares AustalianDolar Trust AR Pa |sosesr sossse sesz 0l 2% | B [
el
o | -5 | |
gEl Tencyshares Brifsh Pound Stering Trust Y FXB | 16600 $15610 $16359 > | 0.05% b
ARBETF 2513 -0.16% 0.9":4
el | TencyShares Canadian Dollar Trust Ii’ FXC | $08978 $06982 58930 A'” 0.63% '@ E
) 8307 -1.86% , | ,
= : o “ % 09:54
. %{'\WW T 9758 022% rencyShares Chinese Renminbi Trust - FXCH | $0.1628 $0.1627 58078 Al 0.10% ‘E @
|20083017 201003016 20185 12his, ”“2’5‘»75!&\4 2014031 -
Il A i 4 09:54
: ) _, N rencyShares Euro Trust B e |s13s01 s13se s1a72s | 000w | ) A
TencyShares Japanese Yen Trust @ X | 500097 §00087 59508 Uiﬁ“ 000% | B b
sy RS -5
Witk KEIEH v $AE TencyShares Singapore Dolar Trust O pxsG | 507083 S0788e 67852 oo | 0% | B @
SiEE BEr  OEEN EZ » rencyShares Swedish Krona Trust BE fxs | 501565 $0.1568 $15536 Uiﬁ”’ 0.48% = A
Smes SRR 03-15 20:06)  Guggenheim CurrencyShares Australian Dollar Trust, formerly Tme TencyShares Swiss Franc Trust B ¢ |sti45 s1mam sirier 5| ook | B QA
'y SR c Shares Australian Dollar Trust, i tor trust. The Trust - - ;o =
AR E AR : urrenc‘: are,sh u;ra Ian, Oblarkms{’;; :Ogoran : l;us : i hrus formance displayed represents past performance which is no guarantee of future results.
ERHEESEE15E) Issues shares (the Shares) in blacks of 50,000 (a Basket) in exchange. 4 price mig Spot Price Ask, Intraday Indicative Value data 5-10 secand delay, 4 Refesh Data

s A A - for deposits of Australian Dollars and distributes Australian Dollars in
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Eurocurrency Market

Rt mng (1) : EXEE4AER

¢ U.S. dollar deposits placed in banks in Europe and other
continents are called Eurodollars. (KRiZET06: BEAMEITT)

¢ Inthe 1960s and 70s, the Eurodollar market, or what is now
referred to as the Eurocurrency market, grew to accommodate
increasing international business and to bypass stricter U.S.
regulations on banks in the U.S. (3 0 e EARAT W E #],
SEICAF RSN, 2 BT AR K AT B AN @ GeAR K B5 )
o [ i i [ Rk 2030012 A B i, R Rkt 5 . P i
15557 5 2 5L 80% FH N B 452, vl B e 4 (1) 0358 50 5 RS 3 4
HIKF90%. 1ERBOMSE 0 2y 0B F IR B A N R
BIEFE AL By ol

e X R4
B # XA AT gsramsenyr
Association w Antai College of Economics & Management. Shanghai Jiao Tong University
ofM

Accredited by
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Eurocurrency Market 26
BB mdig (1) « EXS5FAETR

¢ The Eurocurrency market is made up of several
large banks called Eurobanks that accept deposits
and provide loans in various currencies.(% 145 5
AR T R ARAT AR AR AT, FFA—EAERRID

¢ For example, the Eurocurrency market has
historically recycled the oil revenues (petrodollars)
from oil-exporting (OPEC) countries to other
countries.(L+4ROPECHEZK H LA, Al KER
N Ja SCRARM T IR ST 2 B E K, BUR = EFH
RARIE T BRINSE T5 T I 1) X Fe )

. &gﬂ?ﬁﬂ%@%, PUARARAG, R R AT

|

Accredited by
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¢ The Eurocurrency
market in Asia is
sometimes referred to
separately as the Asian
dollar market. ({E ]]Z?)ll
LI TR ES
i)

o P TTA L HUIN,
RS

Accredited by
Association
of MBAs

No. of Financial Institutions

Insurance Companies/brokers
Banks

Fund Management Firms

Securities Deal
Financial Advisors
Futures Brokers

Corporate Finance

27

218

162

118

94
69
47
37

.l’ EXAAY RSB

i College of Economics & Management. Shanghai Jiao Tong University
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MR T (2) : FIRuA =4

The BBA LIBOR is the most widely used

benchmark or reference rate for short term
Interest rates.

It is compiled by the BBA and released to the
market at about 11.00 each day.

LIBOR stands for the London Interbank
Offered Rate and is the rate of interest at
which banks borrow funds from other banks.

Accredited by
Association
of MBAs

= - R4
sy X ERALY sramsenyn
L ollege of Economics & Management. Shanghai Jiao Tong University
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SIE Bl = FllzER I_ﬁ Faks HR FTED Ei 1f1  Hetdnts Flashet

JJ:(D:' @http:fﬁwww.bba. org. ukpublic/libor/#41614 L! ﬁ?ﬁ'iﬂ |J%E

Search

I -

BRITISH BANKERS'
ASSOCIATION

Home | About BBA | Caontact Uls | FAGs | Privacy Policy | Sitemap | Terms & Conditions

Location : Home = Libor

. BEA Services Bookmark this page | Email this page Easic Eltank

B Consumers Jrfﬂliuaug 2

. HAE , , Restore LIK

. Libar The BEBA LIBOR is the most widely used benchmark or reference rate for short Statistics
Contributor panets term interest rates. It is compiled by the BBA and released to the market at Usefil Links
General information about 11.00 each day. LIBOR stands for the London Interbank Offered Rate and
Historic BEA Libaor iz the rate of interest at which banks borrow funds from other banks, in business

Ly marketable size, in the London interbank market. baf finder.

Likbor. nevys Check am:nuntu hera

Official definition
COther Benchmarks

Repo rates BBA Libor Conventions and Quotation basis
The Libor syatem 23 Juf 2002
L Mews Room BBA Libor Conventions and Quotation basis

. Stmall Business

I BBA Libor official definition Mone A
11 Jul 2002 St i
This is the official definition for BBA Liboar.

Contributor panels Archive
» BEA LIBOR panels { 28 Mar 2003 )

Daily Repo rates
8 May 2003

B o T I I e | | T I I P NN I o N ) D | | §

| | Elﬁ Internet
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EURO
USD
GBP
JPY
CHF
CAD
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LIBOR — J#ix i JJ7 52 23 -
Wl 2ul 3l Al Tl Bul Sul 10

L4000 214075 L 14138 214000 214000 213088 212315 2 1221
11988 L106dy LT LT LH000 L1070 L1070 11100
00141 3. 74620 3.62063 3,628 3, To000 3, 77500 3, To000 3. 6350
UATLY 004125 0, D412 00387 0,087 005750 0. 0375
L3000 0.22000 0. 2183 022500 022000 0. 22167 0. 2100
23333293383 3, 2985 3. 2907 3. 300003, 300003, 2960

l
) L1112 1001
J 3, 0J108 3ol
) (03875 M|
IIRARE 100
)3, 29333 |

25 =ik 5 2 75 B W Libor FL 85



http://www.bba.org.uk/
003bba.xls
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FERITIFERZR: SHIBOR

%

2011-09-22 11:30 !5.2376

E.1823 2011-
HR Shibor(%) &L (BP)
O/ 3.5042 v 23.04 A
1w 3.9025 v 17.65 S

5.0151

. - '”LI' -------- 59‘258 ------- ‘ ----- B 5[] ----- 4. 9598 ................ ................ _/EE ﬁSHIBORﬁ% _________

= 3 5.6280 v 1.04 4.9045
™ 52081 . A op2  tem
| ':ﬁ‘ 4 9I'u| = 52170 Yy I;';L{H 4w
| ':ﬁ‘ 3 -1-"|" 57543 o 0.14 - 4.7373

4. 6820

2011-04-02 11-04-21  11-05-10 11-05-26 11-0B-14  11-0B-30  11-07-18  11-08-03  11-08-19 2011-09-22

http://www.shibor.org/shibor/web/html/
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Eurocredit Market 32
H2 & BRMAE FE T 3%

¢ Loans of one year or longer are extended by

Eurobanks to MNCs or government Subprime msgr[;ta%a:g;n%;gamults;;reads*
agencies in Eurocredit market. The loans Bps Bps
are known as Eurocredit loans. —£ELL LHIRK f .
ML TT bR, DR R B HELIBOR+E H ./,

¢ Floating rates are commonly used, since the 1 / ),:" 16 000
banks’ asset and liability maturities may not /j’

10 000 10000
match - Eurobanks accept short-term /f \
deposits but sometimes provide longer term ., i // 000
loans. (4¥2 AT ZhFIZELIBORHE Fl ¥ iy W ol
F, TR fFE R DHHR AL D O e e

2006 2007 2008
* Spreadsreferto issuaice for 1st half of 2006 fom Jan6,
2nd halfof 2008 from JU-06, 15t haf of 2007 fom Jan 07,
and Znd haF of 2007 from Jul-07
Source: P Morgan

- R4
Y FAAAY grmpsemyn

Antai College of Economics & Management. Shanghai Jiao Tong University
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@ Bonds denominated in the currency of the country
where they are placed but issued by borrowers
foreign to the country are called foreign bonds or
parallel bonds. (f£521E %47, HEALEEEKITHE
TLizE)

® Bonds that are sold in countries other than the
country represented by the currency denominating
them are called Eurobonds. (ZE3E k47, HIETE
BRI R AT IR Tu i)

= Y &K oA
Y EAALY srzmsenyn
! Antai College of Economics & M. ai Jiao Tong University

anagement. Shangh.
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o I RE A1 S ARE M R AT A5 S 57,0005 35T
20234 B % 73 B Al e H i s ooz e
o A DLI%EEE44. 765 0 I H i e Oy RN

i, zprks AR 8200397 H8 H LlﬁcﬂwriH;z
36.363 JC1123.1 %t 11 75 21

o 2H10003E Johids#t N22.3414 5 F8 N1 18 ik

o A NARAFE20074. 20134F 2018417 H14 H
Y& 15157 A5 42 1 100 % JEE [F] 4 38 B 2 15 5

& 20087 H1AHE 5, 5 FEINHEIE B i i b 12

ZE L2302 &y H N IA B e ify EI’J130%32LJJ: IR
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SNy VY ETFA ALK
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e Antai College of Economics & Management. Shanghai Jiao Tong University
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Hfnfiigsmisg (1) SFEGRSR
RS AR T ISR S EBR R A

Yield Curve: XN ASN[FIF[E] (R 245D
U.S. Treasury yield curve T [1)7& 4 2 HAK 25 %

The curve shows the yield to maturity of current bills, notes and bonds; all data as of 2 p.m. ET.

TOTALRETURN
. Yiddto  Modified Morth  Quarter  Year

T Ryar Irdex matuity  durtion  fo-date  fo-dete  todate 12-rmonth
30-year Treasury  3.015%  1B65  -168%  -16B% 2076% 2044 %

4 10-year Treasury 2.067 e A v A " S -

TYearTreasury 1593 662 091 091 IIIE 570

Oneyearago b/ 3 FiveyearTreasury 1073 484  -047 047 767 402
Ryanindex 1 73 0/ 0/ LB 670

: > 3YearTreasury 0486 292  -018 018 305 204
4 _ Two-yearTreasiry 0291 198 -007 -007 122 092
< Friday ; 1YearTreasury 0097 095 002 002 065 071
S-monthTreasury 0036 049 001 001 030 037

_ 5 RyanCashindex-a 0,037 044 001 00l 029 035
YRR TR Three-monthblll —— 0.010 0.25 016 023
month(s)  years One-monthbil 0005 007 - . 006 010

maturity

a-Perforirance of 2 ceshivvestirant Source: Hyan ALM

I FRXEALY gxapsemen

ntai College of Economics & Management. Shanghai Jiao Tong University

wasy  Wall Street Journal: Oct 10,2011
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EIRBUF 27 1R 4T 5 RRGEHL

Global government bonds

Latest, month-ago and vear-ago vields and spreads over or under LLS. Treasurys on berchmark two-year
and 10-vear governrment tords around the world. Dataas of 12 pm. ET

Couritryy ZPREADOVER TREASLIRY S, i bad’s points ¥IELD
Colpoi R atURDY, i ez s el Latest Frewviolls  WerthAgs  Yearago Previols raonith ago Yearagn
2800 Austrla 2 10324 75.0 a5 =) 621 1062 0E76 0.985
2E00 10 2795 601 7ak (L0 337 2754 2877 2726
41000 Balgium 2 1.876 1502 1657 21 653 1924 21 1.017
4,250 10 3062 1858 2079 2012 774 4,048 4025 3le3
4,250 Finland 2 0637 252 278 454 L02 0.645 DEa3 0.865
3275 10 2341 227 19 2610 121 2288 2273 2510
2750 France 2 0.840 EC6 Cog Ll.2 L&l 0865 0721 0925
2500 10 2644 4.0 666 L6 24.8 2635 2539 2627
1750 Germany 2 0.569 285 A 250 436 0.585 0468 0800
3250 10 L972 -12.2 -] -12E8 -14.0 1.8049 187 2249
4,600 Groeocs 2 76240 76056 EE17.9 7457 73244 Go.288 7.821
6.250 10 22.558 20371 17089 7426 22340 19102 9.815
2000 Italy 2 22899 2615 2644 2589 12809 3911 a798 1753
2750 10 5402 3208 2412 2952 1267 3Bl 4966 3.754
4250 Mothorlands 2 0.6281 07 442 400 431 0.709 D09 0.795
2250 10 2401 297 270 352 111 2339 2365 2.500
EARD Portugal @2 16231 15047 16282 12489 202 155449 12698 2.856
4.200 10 12292 1nzes 10407 i 387.0 12376 HnEYY 6,259
2300 Spain 2 3272 2088 2993 20a7 159.5 3260 256 1959
Q0 10 4.97% 2871 2024 2975 1571 49093 4928 3960
4500 L 2 0.612 328 355 3B9 279 0622 0E&g 0643
3750 10 2324 220 2Bl 22 528 2.250 2335 2927
0125 s 2 0284 0267 0,200 0264
2125 10 2.104 1969 2012 22849
St 1Ok Pple
- wssWWall Street Journal: Oct 10,2011 g - o 4 mmemma oS
“';,r EQU’S ASSOC!E“O Antai College of Economics & Management. Shanghai Jiao Tong University

.......... of MBA:



HrfEEmg (2) RES: :
S ESE ST

¢ The emergence of the Eurobond market is partially
due to the 1963 Interest Equalization Tax imposed in
the U.S. (19633 [n) 3 5%+ /M EAE 3 H A AT 3 ou i
FFEIN30% M, T HHME 2 mFERK P b SE TT)

¢ Eurobonds are usually issued in bearer form, pay
annual coupons, may be convertible, may have
variable rates, and typically have few protective

covenants.
Toic%, BEATR, B, AR, @ LR
ik

»

E YESA 4 A

=) X EXAAT srmpsanyn
o Antai College of Economics & Management. Shanghai Jiao Tong University

Accredited by
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H Rz (2) BRfES:
X T %

o EX: KATHIHZE, FMENHIT, HEBIPARESATNEIT,
%%%ﬂfﬁiiﬁ%#ﬁ‘ﬁﬂﬁﬁﬁﬁmﬁﬁ%, A HE Y BE 2 Y ARSK S T
o A five-year, 4 percent Euroyen bond sells at par. A
comparable risk five year, 5.5 percent yen/dollar dual
currency bond pays $833.33 at maturity. It sells for
¥110,000. What is the implied ¥/$ exchange rate at maturity?

o & X: Since the dual currency bond is of comparable risk, it
will yield 4 percent like the straight Euroyen bond selling at
par. Thus,

¥110,000 = ¥5,500 x PVIFA(n = 5, i = 4%) + Sg(¥/$) x
$833.33 x PVIF(n = 5, i = 4%) = ¥5,500 x 4.4518 + S,(¥/$) x
$833.33 x .8219

m PVIFARIRNEI, A E4%MIE, PVIFEIRN
TFEIHFZAY W L IUE .

&

s
¥

Accredited by
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1, BRGS0 T A 4 X ?

2, #Ft11ZEProbleml: Grecian Tile Manufacturing of Athens, Georgia,
borrows $1,500,000 at LIBOR plus a lending margin of 1.25 percent
per annum on a six-month rollover basis from a London bank. If six-
month LIBOR is 4.75 percent over the first six-month interval and
5.375 percent over the second six-month interval, how much will
Grecian Tile pay in interest over the first year of its Eurodollar loan?

3, ZUM12F Problem 3: A five-year, 4 percent Euroyen bond sells at
par. A comparable risk five year, 5.5 percent yen/dollar dual currency
bond pays $833.33 at maturity. It sells for ¥110,000. What is the
implied ¥/$ exchange rate at maturity?

4, KHAPPTHHMRET L, HrEHLEN) T A2 5N 2)
HANLSCHI, 252 5N

Accredited by <87 RREFSBRT W
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o Low positive correlation
o Opportunities to reduce risk of stock

Standard Deviation of Portfolio Relative to
Standard Deviation of Typical Stock

1.0
.75 —
LInited States
050 —
International
.25 —
] ] ] I

10 210 20
Mumber of Securities in Portfolio
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The low correlation between domestic and many foreign markets
substantially reduces portfolio risk

Diversify Principle: 0. =X o] +X.0: +2X,X,po,0, <(X,0, + X,0,)
But E(R,) = X1R; + X,R,

EE UL E iR E
MR ARE o 0. 379869 0. 045138 —0. 14208
.
T 3. 207285 0. 352899 1.121049
p *sqrt (n—2)

QAT SRS 565 B8NS ] SR B XU 2B 3 2 L1004 [ 2 A 41 -
REEFEANER, BUX1004 B KB e FoR S - FI39ME, ERNR#ETE—D
] 5% 1) XU i o (1);
SEREBT2NE K, MN100 E KB FaE AT 2 AN S s Bt 2 A vt
HR, SR TE T RESE AT T8, A B 24 I 51 1K) XU 16
o(2);
WE2o(1), 0(2), 0(3), 6(4),...... R

Accredited by
Association
of MBAs

&

s
¥

Loy

YREFE5EES W

s & Management. Shanghai fiao Tong University


03table-sz.csv

L

AR AL ERE: 2003-084E52008-13%

0.58 086 06 0.79 0.89 089 0.7 058 040 0.84 0.84 0.58 0.64 0.46 0.21

0.72 0.60 O.g 0.63 0.57 0.55 O.; 0.59 048 0.63 0.58 0.51 0.57 0.33 0.24
0.90 0.74 0 g 0.82 0.91 0.86 O.g 0.70 0.48 0.79 0.89 0.63 0.64 0.48 0.32
0.70 0.64 0.73 ° 0.73 0.65 0.63 0.2 0.57 047 0.63 0.65 0.68 0.62 0.56 0.26
0.87 0.65 0.89 0.8 0.76 0.72 0.3 0.74 044 0.77 0.75 0.61 0.59 0.45 0.33
0.88 0.70 0.91 ﬁ 0.81 0.96 O.? 0.65 0.48 0.80 094 0.63 0.62 0.43 0.26
0.89 0.71 0.88 ﬁ 0.80 0.95 O.‘71r 0.57 0.44 0.79 0.89 0.63 0.64 0.44 0.23
0.78 0.61 0.84 é 0.90 0.79 0.78 ° 0.70 042 0.7 0.65 0.50 0.56 0.32 0.18
0.79 0.62 0.86 ﬁ 0.88 0.79 0.80 0.8 0.52 0.67 0.64 0.55 0.53 0.31 0.36
0.62 0.56 0.60 é 0.61 0.59 0.63 é 0.64 0.50 0.48 0.61 0.50 0.46 0.27
0.89 0.71 0.84 é 0.88 0.82 0.84 é 0.82 0.61 0.74 0.64 0.57 0.53 0.26
0.81 0.67 0.89 ﬁ 0.75 0.96 0.91 O_% 0.75 0.54 0.74 0.66 0.63 0.37 0.28
0.72 0.62 0.67 ﬁ 0.71 0.67 0.72 ﬁ 0.67 0.63 0.78 0.58 0.53 0.54 0.19
0.66 0.63 0.73 ﬁ 0.64 0.70 0.73 ﬁ 0.66 0.65 0.71 0.70 0.76 0.42 0.19
0.67 0.51 0.70 0.% 0.71 0.65 0.63 O.; 0.62 051 0.74 0.55 0.71 0.66 0.29
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b2
Phylaktis and Xia (2006). Their main
results are that

Country effects dominate industry effects
over the full study period, but since 1999
there has been a shift toward industry
effects.
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ABSESN | S&P BSE SENSEX

AN225 Miklel 225
RTS.RS RTS! INDEX

AGSPTSE S&P/TSK Composite index
AFCHI CAC 40

GLD SPDR Gold Shares

~BV5P IBOVESPA -
AKSM KOSPI Composite Index

~GDAXI DAX

AQXIO S&P/ASK 200 j:Ef i& ji‘ﬁﬁ‘ w\ l—L—,l f@*ﬁ FI:J i+1ﬁ ? /fEI‘Z:
ANZC50 MZX 50 PORTFOLIO INDEX GROSE ‘ﬂlz Ig//ﬂ:?*/‘f\‘jaﬁ/l}ﬁ—,l g’l?ﬂﬁ%” E/‘J TE{ i& U\%%j_—ﬁ
000001.585 SSE Composite Index ‘i/‘l_"fj[\ ( @é’i\ T ?E% E/‘J EKE% )

AHSI HAMG SENG INDEX
~DJi Dow Jones Industrial Average
ALXIC MASDAQ Composite

AFTSE FTSE 100

ATwWil TSEC weighted index

YFEZALY spmmsamen
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Total Listings New Listings
2009 2009 N
Exchange Total Domestic Forelgn Total Domestic Forelgn j34+/4\ éﬂ é"\] %ﬁﬁ
AN =Y »

Amerfcas Sk Iﬁﬁ EI:' L ?

Bermuda SE 46 16 30 2 0 2 N AREHES

EM&FBOVESPA 385 277 4 15 15 0 = v o

Buenos Aires SE 10a 11 5 i 0 0 I*T‘quj‘[_x‘ .

Colombia SE a7 a7 0 z 2 [

Lima SE 241 185 45 b & 1

Mexican Exchange 406 125 281 42 0 437

MASDAD OMX 2,852 2,565 283 131 114 17

MYSE Eurcnext (LS) 2,527 1,832 4495 D 55 3G

Santiago SE 235 252 4 & % 3

TSX Group 3,700 3,624 T6 207 202 5

Total Region 10,387 g.158 1,228 505 395 107

Azfa, Padifc

Australian Securities Exchange 1,966 1.882 84 57 40 7

Bombay SE &,955 & 955 0 17 17 0

Bursa Malaysia B a52 7 14 ¥ 3

Colombo SE 231 231 i 2 2 0

Hong Bong Exchanges 1.319 1.308 11 13 T2 1

Indonesia SE 398 308 0 13 13 0

Jasdag a8 289 0 & 8 0

korea Exchangs 1,788 1.778 10 T8 72 &

Mational Stock Exchange of India 1,453 1,453 0 &7 47 0

MNew Zealand Exchange 155 143 22 2 2 0

Ozaka Securities Exchange 4352 431 1 2 2 0

Philippine SE 248 245 2 3 3 0

Shanghai SE &70 a70 0 o g 0

Shenzhen SE 830 B30 0 a0 a0 0

Singapore Exchange TI3 459 314 25 I 10

Taiwan SE Corp. 755 T41 14 35 26 10

Thailand SE B3E BAE 0 18 18 Cl

Tokyo SE Group 2,355 2,320 15 25 b ’ G
( Total Region 20,901 20,421 480 507 470 47 gpamsenrn

ey -2 Lof MBAs

_f Economics & Management. Shanghai Jiao Tong University



A8 773 FIT R A B

Exchange Number of IPOs Total Value egq- .
: | | In million dollars, 2011 1n
Hong Kong . G I 567,879 . hs S .
New York [y I 534,968 WS, Oct10,2011
Shenzhen I 201 [ §529,537 N A E R TR IR E
Toronto 51 B 524,190 i) 19 DI104Z T E A N &7
Shenzhen ChiNext IS 120 I 515,064 %‘ﬁ#‘ 2 LA0MZTTH A 7]
Tokyo N1 I 514,364 7"7 1l
London ms 511,707 « IPO_L T 2% H3-5%
e EH  ma o AR 1%
S i + BI04
= - o IMREHTFE100%,
Exchange Number of IPOs Total Value \
' ' FHM. BU%
Hona Kong I 49 I 528,855
New York [ 55 I 526,835
London [ 16 17,723
Shanghal il 32 B 512,636
Shenzhen [ &5 B 512,036
Shenzhen ChiNext I 106 B 59,913
Nasdaq [l 53 B 7,611
Singapare |9 B 57,398
Madrid |6 I 55,300
Sao Paulo JJ10 $4,174 SNy VY ETFA ALK =
Acared Moo Men:adol i Zgg - fﬁ)\ 4 A T ZREFSERY R

ASSO\.m LIWEE

Antai College of Economics & Management. Shanghai Jiao Tong University
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1: Advantages

o It expands the investor base for a firm.

Very important advantage for firms from
emerging market countries with limited capital

markets.

o Establishes name recognition for the firm in
new capital markets, paving the way for new

ISSUEeS.

o May offer marketing advantages.
o May mitigate possibility of hostile takeovers.

Accredited by 1 1
Association
of MBAs




AERTRR (\1SE)
(PG | AELARAR (NEY
TERRRR (KIZRRRRR G §)

| EFRTERRTR W go1308T

17

DAY “BEAE BEE 1M

002028 &

N e (B pufes o P
T CASDAQ Ml
Hmmiﬁ% 4@?&%% lm.':55| CESETRE 2006 35%04%
WAL (P St FEE FEE
43001148
FA T
— 12 % Iﬁi@ﬁ? TREFSHRS




HINE A F) RS

ESEIN=R AP
BEFEE AR

&, {HIESRH

& 4TADR

Accredited by
Association
of MBAs

Mechanics of ADRSs

ADR Investor

A

Delivery

Place order

&

y

U.S. Broker

Jepository

13

1SSUes new
ADR

Depository Bank
R

2 2
S8 &.
o p— > G (D]
& D o =
ST o
O [ <
A =
/5]

Custodian Bank

A
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Management. Shanghai Jiao Tong University




ADRA [E] % 5

Level | Level Il Level I Rule 144A
Description Unlisted Listed on Shares offered  Private Level I to IHJ:I_‘ﬁ
program in alls. and listed ona placement )
the LI.5. exchange .5, exchange to Cualified EEI % @JXE
Institutional H AN 2N :
s e sl o P B,
Trading aTe NASDAQ,  NAsDAQ,  Us.private | I SS5HREES N,
AMEX, NYSE AMEX, NYSE  placement El S n@
SEC Registration Form F-G Form F-6 Forms F-1 Mone
and F-&
LLS. Reporting  Exempt under Form 20-F°  Form 20-F Exempt under
Requirements Rule 12g3-2(b Rule 12g3-2(h)

"Financial statements must b= partially reconcilad to U 5. CAAPR

Leval |: The most basic type of ADR program.

The izsuer is not seaking to rais2 new equity capital in the U.5. and'or cannot list on NASDAC.

Lewal II: The Bsuar is not seeking to raise new equity capital in the L5, and ADRs can be listed on MNASDAC, AMEX,
or WYSE.

Lewal ll: The izsuer floats a public offering of naw equity in the U.5. and lists the ADRs on NASDAO, AMEX, or NYSE.
Rule 1444 This type of ADR program is a private placement of equity to Cualifiad Institutional Buyers [QIBs].

[t can only be tradad among ClBs,

Source: Excerptad from wreiw adn cam.
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Wiz 5iE R A RAEKR, A n]liE/ESarbanes-
Oxley Billy%

o Pink Sheet/z2 —ZX A N A AT 2 R5E, AT
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Blackrock 2 &]iSharesfE ZETF

o ETF: X G Fr FiiZk4, IREE—W FIEE

o fEENETF: PFREFE—FHETF, &Kk
SR —E LSRR A

o EFXIEHMETF: EREFEZTEE. flul.

Blackrock /A & [t]iShares ETFr= i &%
&%%% F xR B AR5, Hi%
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17 S EINEEDS)

o EFRITIFEHETF: IREFEBRITI. Hldn:
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BE NASDAQ:BIDU BAIDU.COM INC o ) +E%JJEEE$ o 2000&1 H 1 EI ,
173.90 ¢ +0.31(+0.18%) iz fu | ﬁ ] Zz‘* j\7r< }is R
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o The offering consists of 3,208,696 ADSs offered by Baidu
and 831,706 ADSs offered by selling shareholders

o Goldman Sachs (Asia) L.L.C. and Credit Suisse First Boston
acted as joint book-runners and Piper Jaffrey as co-manager
for the offering.

o HEm KNI Z NDraper Fisher Jurvetson ePlanet X\ [\ ¢ 7t
], FAE B N28.1%. 5 KM 7R Nintegrity Partners
q, FFAEBRMEAN11%. BEERKIKZEF10.1%HPeninsula
Capital Fund A &) F1$5 ¢ 4.9% M IDGRHE KU 7 A7l o (Bl4G
NABZEA, RAPABAHZ T10RAZR). ZEZEFIRN
25.8%, M5 98.2%

o B H 2 RE

Jlg\

o JFH275570, = HWE 1225 7C.
Bloomberg Billionaires

Today's ranking of the world'’s richest people

k=) Explore Rank Plot Map
all billionaires * Chlna

% change wausda (b rank] y 15, :‘_“11.1

*‘E?:
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http://zhidao.baidu.com/search?word=%E5%BE%90%E5%8B%87&fr=qb_search_exp&ie=utf8

| Balchroom, Ine.
|{a Cayman [slands company]|

HIF}BL

Baidu Holdings Limited
{a Beitish Virgin

&
-
N
s
\nﬂ:.
Al
3
=

|stands company)}
Cutside China
. 1000 ' 1mf In Chinsa
Y
T o
3 i :
E l Rokin Yankang Li it Yang Mu ‘
D
Tachnalogy Co., Lid" |
o MM BN (Baidu.com.Inc) (Baidu

Holdings Limited, HJE#ERAR AT o FEfaBaiduft  EiF i 1 A+AF
——BaiduOnline Network Technology (Beijing) Co.Ltd. (A FEELL M ZEHE AR A
H, TR “HELEL” )F1Baidu Netcom Science and Technology Co.Ltd.

1 JEE H ] =5 ) 2 R 2 A R e A TR AT SR
SREEAREREAN T E HER A ], et AR P 2 VIE

o X A
SAT BREFESERT W

s & Management. Shanghai fiao Tong University
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http://zh.wikipedia.org/wiki/%E5%BC%80%E6%9B%BC%E7%BE%A4%E5%B2%9B
http://zh.wikipedia.org/wiki/%E8%8B%B1%E5%B1%9E%E7%BB%B4%E5%B0%94%E4%BA%AC%E7%BE%A4%E5%B2%9B

Robin Li
Co-Founder, Chairman and CEC

James Ding
Director

Mobuyuki idei
Director

Greg Penner
Director

William Decker
Chairman of the Audit Committee

Drejian Liu
Director
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FEXTAEAE: HHAEXTPE/PSHRE B

Financials of US web companies

m early OCtOber 2013 Company Business Forward P/E  Operating

Company Total Forward Operating (Dec. 2014 Margins
PRSI AT Baidu, Inc. Internet search 19.82 44.02 (%)

engine

Google $57.39B 19.43 24.51%

Netflix 4.14 77.95 4.0

LinkedIn 1.24 109 5.18

Priceline.com 5.88 21.44 34.71

eBay 15.52 16.52 20.06

B ENV S5 M % Internet search; video stream (iQiyi); on-line travel
services (Qunar);.Simply put, Baidu 1s the Google, the Netflix (NFLX),
the Priceline.com (PCLN)
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FEXTAEAE: HHAEXTPE/PSHRE B

Financials Of Chinese Company Business Forward P/E (Dec. Operating Margins
2014
web companies in Baidu, Inc. Internet search 19.82 44.02 (%)
early October 2013 o |
Sina Corp. Media and mobile 36.19 22.30

value-added services

E-Commerce China Business -to- -- -9.42
Dangdang Inc. Consumer e-
Commerce
Renren Inc. Social Networking -- -52.09
Youku (YOKU) Internet TV 15.62 -25.02
Sohu.com Inc. Brand advertising, on-14.82 23.15
line gaming

B N M % Internet search; video stream (iQiyi); on-line travel
services (Qunar);.Simply put, Baidu 1s the Google, the Netflix (NFLX),
the Priceline.com (PCLN)
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(1) FEBATFH ValueRisk™ #4518

it 2 A, IR B TR A BIFCFE, (T IH, A B B i J B ia
GEE 3N FCFF = EBITDA (1-Tax rate )+ Dep ( Tax rate ) - FCInv-WClnv

4d

i B

Our model reflects FCFF’s compound annual revenue growth rate of 23.3%
during the next five years, a pace that is lower than the firm's 3-year historical
compound annual growth rate of 76.4%.

Beyond year 5, we assume free cash flow will grow at an annual rate of 7.1% for
the next 15 years and 3% 1in perpetuity.

For Baidu, we use a 11.4% weighted average cost of capital to discount future free
cash flows.

The estimated fair value of $154 per share represents a price-to-earnings (P/E)
ratio of about 32.2 times last year‘s earnings.
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FCFF=cash flow from operations less capital expenditures

Firms that generate a free cash flow margin (free cash flow divided
by total revenue) above 5% are usually considered cash cows.
Baidu's free cash flow margin has averaged about 43.2% during the
past 3 years.

Cash Flow Generation STRONG

B Cash Tom Operations B Capital Expenditares ® Fres Cash Flow

Dac-10 Dec-11 Dec-12
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Range of Potential Outcomes

5154

$108 $200

-100 0 100 200 300 400

B2 5l NG5 AWAUR A 11
Baidu is attractive below $108 per share (the green line), but
quite expensive above $200 per share (the red line).
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% of Stock Price | Revenue | Adjusted EBITDA Free Cash Flow

Baidu's BEevenue per Searci =8 Embed These are the most important forecasts
STOCK PRICE ™ DIVISION for this division g

n

- SEARCH ADVERTISING

Search Advertising

$]75 51.67% of stock price

Lz 1. Baidu's Revenue per Search

(™
[
&
&

1. Baidu's Search Market Share in (hina

TREFIS PRICE - g w [
s : a S % 3. (hina internet Users
A “g 4. Searches Per Internet User in China
o

- 5. Baidu Search EBITDA Margin

2009 0 M1 M2 13 MNow 15 & 7 M8 18 ‘20

' Sricoth | Reset TRY THIS MEXT:

View Baidu's Display Ad Revenueg per
Page View (RPM) in the Display
Advertising division

Why do you agree/disagree with the forecast above?
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2. AEAN AANERE LW, NAEMELERRS?

3. LRI P B B H W L+ EBES R ?

4. NAESHEEREIRE, FEISE THFE RIS RERNFA R
1] 73 3] = Wl 95 I ) P T SR L 2

5. BA13EHHH1: On the Tokyo Stock Exchange, Honda Motor Company
stock closed at ¥2,717 per share on Thursday, July 29, 2010. Honda trades as
and ADR on the NYSE. One underlying Honda share equals one ADR. On
July, 29, 2010, the ¥/$ spot exchange rate was ¥86.7750/$1.00. a. At this
exchange rate, what is the no-arbitrage U.S. dollar price of one ADR? b. By
comparison, Honda ADRs traded at $30.96. Do you think an arbitrage
opportunity exists?
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Determining the Forward Premium
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Considerations When Assessing IRP
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Graphic Analysis of Purchasing Power Parity

Inflation Rate Differential (%)
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Currency Futures Market
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THE 2T HE7: FrilE bR 520
¢ Contract size Customized. Standardized.
¢ Delivery date Customized. Standardized.
& Marketplace Worldwide Central exchange
telephone
network.
¢ Liquidation Mostly settled by Mostly settled by
actual delivery. offset.
& Transaction Bank’s bid/ask Negotiated
Costs spread. brokerage fees
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Currency Futures Market
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& A non-deliverable forward contract (NDF) i ¥4 8 A — & SE2FrAg
|, AR T IR S AT A
o REHMARMAFLFIH Ml A id5u#, HEARTNDFsTHi
I F i
o 19964E6H, HIHEH (Prebon Yamane ) it A TNDFs
T IGRIE/E, 1997 ~19984E W 4Rl fatL Ll G, s i i,
ANERMNDFigk T35t (HAZ 8 AN185222143570) MG m
(HZ BE10-12123ET0)
¢ 20104ENDFH i ®50103% 4. HEESFE AR TS
(deliverable)f1 % &, NDij“%zome%éfﬁ@Jso@
o A B K=K MAEL A A —BICAL(ICAP).
Ji A F](Prebon Yamane)%ﬂﬁﬁﬂ(Tullett Liberty)
| Now: tullettprebon ]
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NEW RESEARCH

TRADING FX FUTURES CAN DELIVER 40-70%
COST SAVINGS VS. FX FORWARDS AND SWAPS

Experts from Oliver Wyman, GHF, ICAP and CME Clearing
discuss the analysis and opportunities
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Currency Call Options
5 AT E A B &
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& EKHARL (B SEHD Ttél ﬁutﬂﬁu 261 8
SN — TR T 3E X z‘téﬁmﬁﬂﬁj
(T, 2N H) Tﬁ?ﬁmﬂ'ﬁfr%E(h/f)pL)\%/li

¢ A call option is

in the money =Z1H, if spot rate > strike
price,
at the money “1~1, if spot rate = strike
price,

out of the money/&1H, if spot rate <
strike price.

o Tong University



Currency Call Options 12

BN AES ()

& Option owners can sell or exercise their
options. They can also let their options

expire (HABCGETEAZ AL Sy, PIHEHT=L

H B 2 2

HAT) . At most, they will

lose the premiums they paid for their

LRI, BROGIERAR T34

options. (15
T ks, =
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Option seller Option owner
IR 15 Premium S ATPremium

JBUFF 1% BN IRTFIEFERL
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& Speculators who expect a foreign
currency to appreciate can purchase call
P A B, AT SENE BREAEY
Profit at T=max[Spot price at maturity
—strike price,0] — option premium

(A BUHZLIENAS K, 2Tt (EED
Sz RO 3RA
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Contingency Graphs for Currency Options 15

i)

K

For Buyer of € Call Option

&R

For Seller of € Call Option

I P/LE

BATH=$1.22,80%% =$ .04

Fli@=max(S-E,0)-C

Net Profit
per Unit

+$.04

BATH= $1.22,80% = $ .04
F]iH=C-max(S+-E,0)

Net Profit
per Unit

+$.04
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--19902ENOBELZ 57222 Black-Scholes ) 73 ik
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BN INAL SN E-2X 5 ¥4 Cr=max(S+-E,0),C="

¢ 19904ENOBELZ 5F 2= 22 Black-Scholes7E 1973425 H
TR 23 31X

o — NIRRT, R AR AR BT AN B I A A% Rk
ME%%HE IR JE ¥ IR N5 2 AN € I 49
(Revenue, not profit) KHEALE(E, FH4% o KB H]E N5

/18
stated annual interest rate r: | 5. 1% &2 F| 1T Hrin ,—FE XAk
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--19974 ENOBELZ 57 %2 Black-Scholes ) T3 #k

¢ Scholes 5 — IR
¢ In 1983 Garman and Kohlhagen extended
the Black-Scholes model to currency option.

C=e"'T*S*N (d,)- e,*TE*N (d-0¥T)

TIRPEZLR] 8] B F) A X F=S*elr7)'T, Bt LA
A] PL5 o I R R
C=[F*N (d,)- E*N (d;-0VT)] e4*T
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Currency Put Options 19

BT

RSB

& A currency put option grants the holder
the right to sell a specific currency at a
specific price within a specific period of
time. #FA N\ — IR 7 & 2%

¢ A put option is

in the money if spot rate < strike price,
at the money if spot rate = strike price,
out of the money
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o Firms may purchase put options to hedge
future receivables. (/&% KA HMEN /4
o AIRFA B BRIRO
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Currency Put Options 21

SR BB B0BS St &

& Speculators who expect a foreign currency to
depreciate can purchase put options on that currency.

o HIBLRIHIRS B4 {2 Pr=max(E-St,0) {E:3/AT1T, Sy, 2
SRS 0 B FR) B
SENE FiEProfit = max(E-S+,0) — option
premium (AR
S 2 FiE=- max(E-S+,0) + option premium
5SENEAE B M E, RPNk

\|«|
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Contingency Graphs for Currency Options 22

B hE BN I P/LIE

For Buyer of € Put Option For Seller of € Put Option
max(E-St,0)-P,#ATHE = $1.22  HATHE = $1 22

W %%,P=$ .03 M P=9 .

Net Profit Net Profit

per Unit per Unit

+$.04 +$.04 |-

Future |
+$.02 | Spot +$.02 |-
0 1 1 1 1 RaIte 0 _\/\ $1.1I8 1 1 1 1
$1.18 \$1.22 $1.26 $1.22 $1.26
-$.02 | -$.02 |- Future
———————————— Spot
-$.04 |- Rate

of MBAs



23

-\

2 JINEF v a3 & BT AR A 43 B
o Chicago: fiT4 fh 0y, UCH: il E 41

o TEEHUTINE=1.49, 0111 1.53, LR
0.0482(C,>S,-E).

‘ GBP/USD Options [H wiew GBPIUSD Futures

Wiews Product List B

Ll

Quotes | Contract Specifications | Performance Bonds [ Margins | Product Calendar | Learn More

SE» O swmit Bzl o
Time & Sales = \Volume Settlements Trade Date: 482013
Globex Options | Open Outcry Options Market Data i= delayed at least 10 minutes

Underlying Future

Prior ) - .
Month Chartz Last Change Settle High Low Wolurme Updated
AQ-dE —
Jun 2013 - A 1.5334 +0.0002 1.5332 1.5345 1.5317 3217 _:;’é;;;” 2L
Option Quotes Turn Auto-refresh | @ About thie Report
Type American Options w Expiration JUM 2013 L Strike Range At The Money by
CALLS PUTS
Hi# E Prior Strike E Prigr E Hi ¥ .
Updated Lo Limit Wolume High Low Cettle Change Last Price =t Change Cettle Low High Wolume Lo Limit Updated
Si0:00 PM CT | Mo Limit Mo Limit | 5:04:35PM CT
- - - - = ki c
£TIE012 00001 o 0.0482 149000 0.00432 0.0003 0.0051 00042 0.0042 1 0.0001 &TIE012
Se00-00 PM CT | Mo Limit 5000 = Mo Limit | 5:00:00 PM CT
4712013 0.0001 . N - BL00 - N : = - N R N - 9 0.0001 ATI2013
5:00:00 PM CT | Mo Limit Mo Limit | S:00:00 PM CT
_ o 3 = B = I = = =
472013 o000 0 LB Ll LELl d 0.0001 4/Ti2013

. RSERYR

|
| £
[ [] I hai Jiao Tong University

o
— =g L (L S =5 Ch
7[ : ’— 7;[7 b JAL F‘ - /’d‘ { %ﬂ m F‘ -
=T 7 /DI 7o, //‘/ i !\\z 7




H |k

TS

D @) {:) 2 % https:i/ehsnew.hoc.cn/boclSiweIcnme_vip.html?v:BOCPC_V[H.00_301.lg&locale'
Googlev =scotrad.. [ BMEEY WS~ vesss  voaNews [Ttourv [bank~ Sybictonar... ¥ dEfe.. [&]ER
A ] P ERRT ... © PERTEM... « PERTEH.. & hERTAEL . N PE

OAEE ¢ T ¥ Fa=

@ YO ikfs mter =

BANKOF CHINA  BOCNET

i, & Peses B
ke | RS | GOEB | A5EE | BONseE | ARESYE | RiBs |

2T i .
AN | NC | B2 | 245 | iTARY | HE | 5% W | S50 | 2HES

Ak E R~

s
Bl
» BB

b EEARE

b BT

ER2

24

ARG RZ E O i% Sk LRk B m,
(IENCEEVE TN

2= P PRHARK 76 38 6 T A R A
N B, BRI
HfE: KFkot100, 000, PhEil=.,
1. 1650, ZZZHARR: P&, HAT %
(800 $) & RHHHW M LA
iV

-800

-800

1.1730 0

100

- R4
Y FAAAY grmpsemyn

Antai College of Economics & Management. Shanghai Jiao Tong University




o F4T: k-

R RS BRSSP
T e BT EAR B AT N CHE A

o X K

- BRI R R IABLE SN

o 1.1650: ATy (— HEKILTHAE1.1650, 117
A X555 11.1650 KRt 245 H )

o HRI: 2)&

o & IR A] LLFE ik

Accredited by

Association
of MBAs

SN Y r N
=} * RAL Y prpmpsemyn
S Antai College of Economics & Management. Shanghai Jiao Tong University



b E AT E L *

o 152G UA G 10 D2 iz SR A 2 AR 47, RiIA]
SRR T SR, T — 2 R Y,
Ej\mﬂ”ﬂQLI&)\?FDEHW\%W)\XXXXT fut ) — AP B AL

o fFFon, FEmik, WAL AE, Fim, ik, K

En. Y54
AMCRFTHE | BCRETHECR
=S
fFUSDEESHIPY | #UPEILEITHIL |RIT

Accredited by

Association

of MBAs

= X }#A ’«f,t :’r RIS



¢ 02F12H1
R
. IZH AL

- & ﬁﬁﬁﬁ'%iﬂl%z 27

=P SE H EAL

BEI’ /:,&':,A%[?Ej//ff/rkljﬂ << «W\jTEI:—‘—»»
A EANEIARAE 2 56— N
AR IUE SR, S

IR —A~ A, PhEilxy122.50. 3R1T

mﬁi‘iﬁéﬁo 67%FI AR ZR . 1 H15H%C 5 3

13 b3 0w H oo E K T Th e

Eﬂ =
M=y 22,5
| 2 75

0, FAAEBER]: 0. 5% T HITFE K
+0. 67% (0. 82Hu) HIHARL T .

& WL uH 5124, 00?

Accredited by

Association
of MBAs

»

=1iv Y & £ . % :
)y X EX L7 wrERsumyR
ot Antai College of Economics & Management. Shanghai Jiao Tong University




28

B PIAS Tl 5 W FI R I R R

o FEE TR h DL LA S s N ik B, LXK D)
QEE\Qﬁmw%@ﬁ”%% L G
FIAPRR R MRE “WEE" .

FEE B T DLBROC RIS B A 1, HAIRE &
—H 3o HHE, #E W&m&%%%ﬁuﬁ,
A FRF S M

o HEWN T XS XTSI, BRI ERAT R THEY
IR0 ARG, AT AT R IR BRI

o IR 5WMEFLE:: AT 5 & ECH
SEANNA

Accredited by

Association
of MBAs

£ YHELAAE
dmrp L EALAT exmrsunyn
it Antai College of Economics & Management. Shanghai Jiao Tong University




N 29
SRS £ W 8

o Straddle (F#:(#7#X) : One strategy for volatile
currencies is to purchase both a put option and a
call option at the same exercise price (K3 KIEH
31, B AT RE KR BCE R, WIEN LB, B
R E TR

o By purchasing both options, the speculator may
gain if the currency moves substantially in either
direction, or if it moves in one direction followed by
the other.
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European& American Currency Options 31

GRS S

o European-style currency options are similar to
American-style options except that they can only
be exercised on the expiration date.

o For firms that purchase options to hedge future
cash flows, this loss in terms of flexibility is
probably not an issue (15 F ARRFERILE]—2E
AN, WIS SE X R ERIF L ZER) .
Hence, if their premiums are lower, European-style
currency options may be preferred. (3= b3
EE, 2] R PERK
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Exercise

1, HiRffexcel XAt 5851 7-6 /NIRRT 4 40 R T 3 _E38 Z B 1%
SR SEBRpTA% 953877, HEMI T R K T 7 Ra 5 K3 5

2, 26411 5 7-1. Assume today’s settlement price on a CME EUR
futures contract is $1.3140/EUR. You have a short position in one
contract. Your performance bond account currently has a balance
of $1,700. The next three days’ settlement prices are $1.3126,
$1.3133, and $1.3049. Calculate the changes in the performance
bond account from daily marking-to-market and the balance of the

performance bond account after the third day. ($&/x: S%Z 44
7-1)
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SN XS 4 B - % T A B 26

SN HIFES K 505
Currency 1981-1993 1994-1998
British pound 0.0309 0.0148
Canadian dollar 0.0100 0.0110
Indian rupee 0.0219 0.0168
Japanese yen 0.0279 0.0298
New Zealand dollar 0.0289 0.0190
Swedish krona 0.0287 0.0195
Swiss franc 0.0330 0.0246
Singapore dollar 0.0111 0.0174
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Correlations Among Exchange Rate Movements
£ Can$ ¥ NZ$ Sk SwF
British
pound (£) 1.00
Canadian
dollar (Can$) .18 1.00
Japanese
yen (¥) 45 06 1.00
New Zealand
dollar (NZ$) .39 20 33 1.00
Swedish
krona (Sk) .62 16 46 33  1.00
Swiss franc
.63 12 61 37 70 1.00
E;s’%%ion g XEXILY TR SIS

AAAAAAAAA

ege of Economics & Management. Shanghai Jiao Tong Universi
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o JLRLEJUMAMREEMR K, Mot SR MME R, SEERUEEE.
o () A o0 i ARATINF TR, BRLISFTR],  SWSCER IS [A]
PR{EZE ELA (2005700 2 LIk FT 22 ), Source:
http://fx.sauder.ubc.ca/data.html
W b B T R B 28 B R Ok 2

USD/CNY CAD JPY GBP EUR
0.00433  0.020707 0.024268 0.022658 0.02316
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$1.75 $1.7235

3 $1.8 $1.7735
AERIAN RN

Accredited by
Association
of MBAs

»
Sny YA 4 ;

o i L7 spamsamyn
SERR) Antai College of Economics & Management. Shanghai Jiao Tong University



25 RKEE (4) - )
5 T B B 5 LT3R

TR TFEN TR F, FBr Il T A H R, LK 7‘C£H77‘§
/ﬁ%wz BAT10181.75, X7 7.0265%. {1 R BN.7T58 LI L, 2

ﬂﬁﬁfﬂ 758 MERTEA 3
ﬂiﬂéf «l%‘rﬁl%ﬂ:z TR A
min(KKIL#%E, 1.75)+0.0265
1 $1.7 $1.7265
2 $1.75 $1.7765
3 $1.8 $1.7765
AERAT BRI AT

Accredited by
Association
of MBAs

= " ,;E & .ﬁ /{ -‘:{Z ¥ s,
” — A AZN T SREFSERT W
o Antai College of Economics & Management. Shanghai Jiao Tong University



A HREEEGTZE (5  iHhERT

o I [w] FLIJjik: 7

20

(O J! jZ% %&RBJJ N
o B i H A5 R I m—2X

l?ﬁ/jﬂ#ﬂ% 'J—_T 1& L

Pitit

Y 3R R[5

Accredited by
Association
of MBAs

Oe&disE FAS—3,

AN Y HELALY 5
” — A AZN T SREFSERT W
=, Antai College of Economics & Management. Shanghai Jiao Tong University



21

Wit 1274

Bt FAFHREL T SE.

ZH K 5MYERAER | &
Rz 5 SN

Zim fE4m, Lo |f&5hm, LA
, FFHMT , E3HH RO

B4
AL SKIMNCE TR | SRANCE BRI

ﬁc(rcdlte(_i by
Association
of MBAs




1.84

1.82

1.80

il
=]
o

1.74

142

Value in Millions of U.S. Dollars
of Trident's £1,000,000 A/R

%

[)]

—
=]
—

1.68

1GBP AR T [I5505 LAk 2

Put option strike (1)=S ¢
price of $1.75/£ Uncovered
(4)
ATM put option hedge
()M,

Maoney market hedge P

Forward contract hedge ,,_, 75,

(1.75,1.75-0.02646)

1.68 1.70 1.72 1.74 1.76 1.78 1.80 1.82 1.84 1.86
Ending Spot Exchange Rate (US$/£) St
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172

1.70

1GBP Account Payable T B SR B EL 8¢ ®

(1)=S ¢

Call option strike

price of $1.75/¢ LGl o

whatever the ending

spot rate is in 90 days
Forward rate

is $1.7540/% Money market hedge  (3)

locks in a cost of $1,781,294

*

(1.75,1.75+0.02646) (4)
= / (2)=1.754
I Forward contract hedge
Call option hedge locks in a cost of $1,754,000
1.68 1.70 1.72 1.74 1.76 1.78 1.80 1.82 1.84 1.86
St

Ending Spot Exchange Rate (US$/£)
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Hedged

iR Ja T
B, Ak AE
A REH T 4L
VUAFAE B,
Unhedged &ﬂﬁ% j‘% iﬁ
7 AR 20 15 0

R 2%
K, gsa
BT

NCF Net Cash Flow (NCF)
Expected Value E(V)

Hedging reduces the variability of expected cash flows about the mean of the distribution.
This reduction of distribution variance is a reduction of risk.
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Exercise

o [##18-2(a):] 2. IBM purchased computer chips from NEC, a
Japanese electronics concern, and was billed ¥250 million payable
in three months. Currently, the spot exchange rate is ¥105/$ and the
three-month forward rate is ¥100/$. The three-month money market
interest rate is 8 percent per annum in the U.S. and 7 percent per
annum in Japan. The management of IBM decided to use the
money market hedge to deal with this yen account payable. (a)
Explain the process of a money market hedge and compute the
dollar cost of meeting the yen obligation.
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o Economic exposure : future cash flows
can be influenced by exchange rate
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1 PACIFIC Exchange Rate Service ST LR TR M STl
2 MMMYYYY  HKD/AUD ZEMIF L T TR ROk SR s SR AG T
3 May 2005 59712  4.567 COVIRE T, I /VarilEEHE )
4 Jun 2005 59609  4.467 -0.00172 -0.0219 COVAR(D4:D105,E4:E109)/VAR(D4:D109)
5 | Jul 2005 5.8485  4.717 -0.01886 0.055966 3.096884
6 |Aug 2005 59165  4.117 0.011627 -0.1272 | |
7 Sep 2005 59388  4.517 0.003769 0.097158
8 |Oct 2005 5.8442  3.342 -0.01593 -0.26013
'9- ND‘V zﬂﬂs { = i b i 1 O ) NNt AQS
10 | Dec 2005 | __. = 66
12 san 2000 | 70 SH BNV X TEURAE + b
12 Feb 2006 04 &
13 | Mar 2006
14 Apr 2006
15 May 2006
16 |Jun 2006 . :
17 Jul 2006 0.7 -0.15
18 Aug 2006
19 Sep 2006

L R — MR PR /A
1 B0 AE SR SN
I R R

o 2005%F £ 20145 T ZR AR XS F8 BV 23 7] T AE F 20
o HHE: http//ix.sauder.ubc.ca/data.html 5 &%k

Accredited by
Association
of MBAs

=i\
=]

A1)

YFEZALY spmmsamen

Antai College of Economics & Management. Shanghai Jiao Tong University


http://fx.sauder.ubc.ca/data.html

2ot SR E: (1) hEHIEE

M AREIE 00925 MIEAHZsMIE L Xlsx - Microsoft Excel

el e B\ TERR 45 1E PR BR N o EXCEL—f#

ARG 3R DY ZPERH B E I —IE TN,
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| 21 i) Sl R a8 I %2
; :ﬂmmf;w HK[;/;UIE fu}blﬁig Lij;ﬂlﬂa BT SERE L e e , o Xﬂ‘ﬂxﬁ—j SINE $
d ; . J 1 N
ey HAE o] 1 ESARSQ): ke K, }# 53]
4 Jun 2005 59609 4467 486187 -0.0219 0.058532 -0.0017] [ < . : 4 R
| il X ESARE 0): ($F94:965109 \
5 Jul 2005 S5 4707 526341 005596 008259 001sed (BT s ( N1.15%11.46
6 Aug 2005 59165 4117 506999 -0.1272 -0.03675 0.01162 %@E% OFS0 LRas%0 o
7 Sep 2005 59388 4517 52728 0.097158 0.031024 0.00376] EEhEH | DERE® e (o} R-squareizm
- . [k ; e .
8 |Oct 2005 S8M1 3341 4TIOFT 026013 08741 D015 |GEenbay St ;I;%a__ﬂ ﬁgﬁ% j]J:
9 |Nov 2005 57026 3292 503221 -0.014% 0054889 -0.0242] UEAMNNNRRRMMMRRRMINNN || ) SitHESQ): e &
10 Dec 2005 S761 3342 533034 0015188 0.059244 0.01025¢ O¥LERED: Tt
1 Jan 2006 501 4267 627705 027678 077608 0.01041 ggmm
12 Feb 2006 5548 4717 650618 0.10461 0.036503 -0.01122 SUMMARY OUTPUT OHE® 200
13 Mar 2006 56372 5417 670378 0.0848 0.030371 -0.02044 (@) [#tnem
14 Apr 2006 57191 4967 68355 -0.02931 0.0195% 0.014528 F53%r ESaH
15 May 2006 59557 3967 66659 020133 -0.02476 0.0361%5 Multiple F 0.779503 MEzai bl
1§ Jun 2006 5743 4117 67846 0.037812 0.017807 -0.03073 RSquare  0.607625
17 Jul 2006 58519 3837 682949 -0.06801 0.006616 0.018856 Coefficenti TR tStat  P-value Lower S5%Upper 95% FIR 95.0%L R 95.0%
18 Aug 2006 59333 3857 688216 0.00512 0.007712 0.01391 Intercept 0.001201 0.010736 0111255 0.311631 -0.02021 0.022612 -0.02021 0.022612

e X .\fg
19 |Sep 2006 5873 3707 709725 -0.03889 0.031253 -0.009%4 Bl 1155367 0135727 8512408 147613 0.886183 142455 0.886183 1.42455[ BERAAT gpansamyn
)0 Oct 2006 5873 3467 748435 -0.06474 0.054582 -0.00022 B2 1461136 0.388022 3765596 0.000277 0.691585 2.230687 0.691585 2.230687 CC'ed offeonomics & Management Shanahaijao Tong Universit



Market Beta®

l Industry

O 00~ G U] P N A —

. Aerospace

. Apparel

. Beverage

. Building materials

. Chemicals

. Computers, office equipment

. Electronics, electrical equipment
. Food

. Forest and paper products

. Furniture

. Industrial and farm equipment
. Metal products

. Metals

. Mining and crude oil

. Motor vehicles and parts

. Petroleum refining

. Pharmaceuticals

. Publishing and printing

. Rubber and plastics

. Science, photo, and control equipment
. Cosmetics

. Textiles

. Tobacco

. Toys, sporting goods

. Transportation equipment

NS accrroiTed ¥  EUI IVIDAD

0.9995
1.264
1.145
1.107
1.074
0.928
1.202
1.080
1.117
0.901

1.125
1.081

1.164
0.310
0.919
0.515
1.124
1.154
1.357
0.975
1.051

1.279
0.898
1.512
1.613

(1) JiBFEE

ForeX Belat | 1 }19-1: f S 44
oos1 | PIHISRIA R AL
i SNCARE: %
~0.009 & BO AT M R E
0.248 H L s
0.608* EI/JE!/ ﬁ
—0.450
0.445
1.217*
0.475
—0.440
0.745*
—-0.713
1.168*
—-0.746"
—1. 272X
0.567
0.524
—0.457*
0.417
1.851*
—0.768*
—0.660
1.524* Y EXL QY axmmsanyn

w Antai College of Econom®® & Management. Shanghai Jiao Tong University



25 NS R & (2): ScenarioZHT
o 35 [H ] BT [E F /~ w) IUE 10008, K SR8 e g7 22440 1Y 35

SE T
& IE
State Probability Bt 5 P _[_:SP*_] Parameters
A. Case |
1 1/3 £ 980 $1.40 $1,372 Cov(PS) = 34/3
2 1/3 £1,000 $1.50 $1,500 Var(S) = .02/3
3 1/3 £1,070 $1.60 1,713 b=£1,700
Mean $1.50 $1,528

Hb=cov/varfs i F MUK 2 5
o WURKSEIR: th T IBHIRMHR TR0 A, BT
K22 i 1700£ 1) & L7

Future Quantities State 1 State 2 State 3 Variance
A. Case ]l (B, = £1,700)

Local currency asset price (P*) 980 1,000 1,070

Exchange rate (S) 1.40 1:50 1.60

Dollar value (P = SP*) 1,573 1,500 o 41 b 19,659
Proceeds from forward contract 170 0 —-170

Dollar value of hedeed position (HP) 1.542 1.500 1.542 392

o X A
SAT BREFESERT W

s & Management. Shanghai fiao Tong University
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CREXMNABRREELH (2) « A

2 A IR

(&5 AHAHE Local Currency
Depreciates
JE AR A Mt 3 R E
u AR, M4 No Change
AR
— XM E

; Increase
EHHLA TR 0E @ S

Increase

IS, TR

Accredited by \ %

= A A -
Association =1} - X ﬁ/{’ﬂ‘ VYREFSBET
Of MBAS SERR) ollege of Economics & Management. Shanghai Jiao Tong University

Antai Ci



10

s
|

T LI VR

o ATHTHE, AMVHJHENE AA T FE, 5
s 1B Bl A7 /s BAR b
o IRV, W2 AMAIREN, HE
B, 4 FHEDK A F
o AMIHMEAA T#H O EFA PN, RZA
%IJ_ N ::%i@ﬁ:\ﬂﬁ
i awml, kb, FE, Ik, DEH

LE

L

—

T"T"

Accredited by
Association
of MBAs

£ YHELAAE
=) X EXAAT srmpsanyn
=, Antai College of Economics & Management. Shanghai Jiao Tong University



11

é :J_Ll}&jbmﬁ‘ﬁ:
5 [ & i A =] B B 4h - A | R g E

Case 1:5B W )G, #rat DA ETF, HP RGN (5 A%

Case 2:9e85 W Md)m, #dEOEA BT, 7= il & s SR O IR AE AT H KT
(SRTT AL

Case 3: e85 /m, HL - MAHBEMIRMEE ME, FSMBdRm

Source: ##f3£9 (5-8)

| Variables Benchmark Case Case 1 (Case 2 Case 3
Exchange rate ($/£) .60 .40 | 40 |40
Unit variable cost (£) 650 696 696 122
Unit sales price (£) 1,000 1,000 1,143 1,080
§a|es xlfuiurr}eh[un'n_sj 50, DU{} 50,000 50,000 40000
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HELG 2 ] ) [

Case 1:

=451 4317 -
A\ JR R {H

Case 2:

12

Source: #H M9 (5-8) e Ak
BN A3 BB+ I o ERERY
- - I_I -
A d SHWRT
= ”
Sales (50,000 units at £1,000/unit) £50,000,000 £50,000,000  cc5 150 000
Variable costs (50,000 units at £650/uni? 32500000 34800000 3800000 | aa'ean 000
Fixed overhead costs 4,000,000 4,000,000 4’000’000 4’000’000
Depreciation allowances 1,000,000 1,000,000 1 ’000’000 1 ’000’000
Net profit before tax £12,500,000 £10,200,000 17 250 000 o
Income tax (at 50%) 6,250,000 5,100,000 8,6?5,000 : igggggg
Profit after tax 6,250,000 5,100,000 8,675,000 4,660,000
Add back depreciation 1,000,000 1,000,000 1.000.000 1.000.000
Operating cash flow in pounds £7250,000 £ 6,100,000 ’ ’
Operating cash flow in dollars §11.600000 $ 8,540,000 gé’gzg’ggg g g,ggg,ggg
| Variables Benchmark Case Case 1 Case 2 Case 3
Exchange rate ($/£) 1.60 1.40 1.40 1.40
Unit variable cost (£) 650 696 696 122
Unit sales price (£) 1,000 1,000 1,143 1,080
Sales volume (units) 50,000 50,000 50,000 40,000
Annual cash flow (£) 1,250,000 6,100,000 9,675,000 5,660,000
Annual cash flow (%) 11,600,000 8,540,000 13,545,000 71,924,000
Eour-year present value ($)2 53,118,000 24 582,000 58,671,000 22,623,000
Operating gains/losses ($)° —8,736,000 5, 553 000 -10,495,000 -
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SNCHE (Fr) BEXES

o ME X 2R ILF L5 FEMNCHI &1t
E IR T IIANE AL, I 2 XU
O 1R E R B X\ Fh Al 25

AV SRR

& S w] BARHE 5
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o IRl mEMKREMAAEER
hRebim: fEH AR EERT,
Fhem: PEAEE LT ARHKS, FEAEELTAA
USD,{HIfEb: T RMB
o INEetR MK LR M 7L BATICZE (Current Rate)iZ:fl %
et Mk (EESUHENFASBUIUTIC R NE, HERa i
Y EI - iPIESD,
PATICZE: B R BR I AR A LA AT 1,
AR LR IR B SR E S HBAE
B R FICTAIK 4L
/ARG M. BRMEREE =AU SENCER, HEN
P S E . AR @ LR A 54 1H LA
SICEE . AR IAS- TR R P A E ELF
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1% /e Tk SITICRE TR AR %
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Local Monetary/ Current
Currency Nonmonetal Rate

O 24 RN AR E

Balarce Sheet

;Lash SE2100 2 §1g50 ;o 1050 o /3% S E i
nventory
(Current value = 5F1,800 1,500 /3 500 /2 750
st o o JARTHIAIIAR T A
Current iablties F1200 2 5072 § 0 AN, PRI R AN
tﬂﬂe-termfet;t 1800 2 @0 2 900 ?@L T L FL - T
ommon stoc 2700 /3
Retained earnings 900 ?Eg & ggg FﬁHE Fﬁ?ﬁﬁ%ﬁiL
U:Jtalhablhnesandeqmtv = Sﬁﬂ\q:lﬁf;bn i%
SF 6,600 EIED[]
e B DAL 2R AE 7= 1745
R
S T 52 B 7
o ] I:/ N All \
Source:ﬁ*ji%'l()"l El—lj/ z':_r'/ ILJ:J:&%%E/J¢L$

WAE P 5K R It Jm — 26
iﬁjﬁ LA BOP#) 4 1%

- iﬁ)\ AL gpapsumen

ai College of Economics & Management. Shanghai Jiao Tong University
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g — \\ / ‘\ -\?—;\\ L_: -
Heh/AER: ML 5 IATICERIE T
iy Ny
Income "I)fl'.TILE’Hi'?Ii'f 2 NZ N
o /2.5 P =R
Sales revenue SFI0000 25 34000 725 gy o0y jﬁjF:j ‘ )X%?ﬁ%
(0cs 1500 5 250 s 3000 o /3441 LA
Depreciation 1000 5 338 o5 400
Net operating Income 1,500 167 600 o THTE hTFEME A —FE,
Income tax (40%) __ 600 —f;g; __ M0 ﬁ@]ﬁ P
e G W 550 o 1% /AR TR TE T2 R
Forelgn exchange gain floss) —= —L@l < —5 iEHZIﬁfabn S R
o o FIIFIR0.5 0., PE=20
I U FE A 150051077
Adtiontoedned camine. F 300 $ y 350 WA HIA 07T
PUATIC ZIEAE B 7
*=
Source: #1101
Assoctation Y FEXALY exmmsenyR
of MBAs Antal College of Economics & Management.Shanghal fiao Tong University
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HHENREE

o T MGRIEFLTITERE () a balance sheet
hedge.

e

gy==!

A balance sheet hedge requires an equal amount of exposed
foreign currency assets and liabilities on a firm’s consolidated
balance sheet.

WERER TR 2 AR AR D 5 T KR 2 w1 R A N BR o BlAS [ B
M (BRTCIZAE, BE Al
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il
A
H

1AM T4 7 1K R 30
& (BERRKD

Spanish
Affiliate
Assets
Cash
Accounts receivable € B825—
Inventory 1,045
Investment in Mexican affiliate 1 650
Investment in Spanish affiliate — — IR = =P
Net fixed assetap — IXKJETI‘ /ﬁl\ H/(J %':})—L‘{)azjg
Total assets 46400 /— ﬁ\[/ﬁ,lil ( Z_\‘{%\XTJ‘EE/A\ a
Liabilities and Net Worth € 17.920 Fl =
Accounts payable H/(J DA /TJ'_\' )
Notes payable € 1,364
Long-term debt 1,210
Common stock 3.520
Retained earnings 1.320¢
Total liabilities and net worth 5064
€ 7,920
Accredited by =i\

Association b9 X FXAAY exmmsanyR
0

S e Antai College of Economics & Management. Shanghai Jiao Tong University
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o TFEDERANLI98% (KT IZERAE E 4, 20104ERR RGN, ERIT RKIE T Bk, KRITHZETT
M55 FFERI1.3, XA MRS ENEEET, .

o TEAHT LTINS, PR EAAEE, BT IR, SRR Z LR
. DTS ATIE R, SRR, O84F PUZRPE A Rl epsIik H = (110,33 -
0.41. F4EHI—. ¥, STP .NYSE, it iiiE 28 s e f. 55 1
PRy, (BB 5 4 i R S0 A A R B 2 — . I 25 s Tk b
FR, ATIINCRE BRIA660TT 22T, - B4R I AR T AT 3 02 4 5 507 = 53 1
1k, LIS RS 3 6 26 0 T S 800 4 530 A (L o

o YR B BB LA FEAELDK, LUEEF ORI fh, 52/ I A T /15 2257 T
Vo, AATR £ DR A ok b, BV R BRI SR, 02 DI e 5
, £930% S NRTHITH, 60% N%IE, MG RA10%. Xl #10% Miot, 7
4 LA 2

o VER: fEE BT, SEIulET

T EREFSERT M
ai Jiao T

& Management. Shangh: ‘ong University

Accredited by
Association
of MBAs

g
R

=] |
NS FE
) Antai College of Econ



> it

o TUMKMRMOTIHM2, IHUMETER (s B4R
0-3, [BRE AT INL % 5 FI AR B AAR D 2
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Preview

o FRAE X N Z5H 1%

o ALY (FEISF

o M| T # 2 ey
o i #:

HA AT

o Hu Hf: 5 H v w] RIS H 5 CDS
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E L EMRMZETHZFREZR: U.S. Dollar-Denominated
Interest Rates

3-Month Maturities 1 h€ prime interest rate is what banks charge

their best customers
— 4 .00% U.S. Prime Rate

LIBOR

London Interbank Offer Rate Eurodollar Deposit

1.1300% —F— 1 1/8 = 1.12500% Offer Rate
Eurodollar Spread
1.0300% —4— 11/32 =1.03125% Eurodollar Deposit
LIBID Bid Rate

LDICk Ingntbank Eic. e — 1.02% Certificate of Deposit Rate (domestic)

—— 1.00% U.S. Federal Funds Rate (domestic)

London interbank rates apply to the buying ¢  Eurodollar deposits are dollar-denominated
and selling of Eurodollar deposits between accounts in financial institutions outside of
banks in the international markets. :  the United States.

Source: Financial Times, February 10, 2004, p. 27, ©2004 Financial Times, Reprinted with permission.
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Y FAAAY grmpsemyn

Antai College of Economics & Management. Shanghai Jiao Tong Universi Ty
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Forward Rate Agreement

o FRA 3x9 4%k fiEik: Att=0, you would like to borrow 10
million EUR in 3 months (t,) for 6 months (1,=9), and you

agree with the counterparty that the rate is 4%.(t=0f} X A\
FRAZ [F] Zt I 2132 2 7€ A kg ST AR, AT I S 20t 15 21))
o WHE3MHAJE, 6 month Euribor went up to 4.25%, 157 fni{a] ?

Your interest income in t, will be 4.25% * 10 million *
180/360 = 212,500

Based on your FRA the interest cost is only 4% * 10
million * 180/360 = 200,000

In t, you will get 12,500 EUR interest.

We discount the 12,500 from t, to t, (12,500 / (1 + 4.25% *
180/360)) = 12,240 Now, in t1 you will receive 12,240

EUR from your counterparty.

1 2 S &
ST BREFE5EEF M
i College of Economics & nt. Shanghai fiao Tong University

anageme

Accredited by
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o FRHITR S5FRARE —5, XS L
o HMZHA T K H Gz & 34T 17

o J HAR| R HA L AR ) N E B 27 (T-bil). M5
MR P 30TV
0446 H A2 E| AR I B2 i 993.58, 3R B2 3 FEH 5%
50.0642
CME3 H HHE M HA T & 29, AR &5 1m, =z E] 4y
1000000(1-0.0642/4)=$983950

QR FIHRS Libor EF—A3k a5, MG B
$1m*0.0001/4. RBS2013#:4)Libor3 {16443

o FIZIALT G HR T RATBUR, Ja& BT EMA 5

Accredited by jga- - }ﬁ'}\ ﬁ/{ ﬂ' ﬁﬁﬁ xuip:qﬂ_}ﬁo

Association
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Bl:  BRPHSE TTAH 2R B BL R

Maturity Open High Low Settle Yield Open Interest
June 02 94.99 95.01 94.98 95.01 4.99 455,763
Sept 94.87 94.97 94.87 94.96 5.04 535,932
Dec 94.60 94.70 94.60 94.68 5.32 367,036
Mar 03 94.67 94.77 94.66 94.76 5.24 299,993
June 94.55 94.68 94.54 94.63 5.37 208,949
Sept 94.43 94.54 94.43 94.53 5.47 168,961
Dec 94.27 94.38 94.27 94.36 5.64 130,824

Note: Typical presentation by The Wall Street Journal. Only regular quarterly maturities shown. All contracts are for $1 million;
points of 100%. Open interest is number of contracts outstanding.

aediedly i%;g YFEXAAY gpmmsamer

Associa“on Antai College of Economics & Management. Shanghai Jiao Tong University
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CMEZE jui R ZE k4t (T-Bill)

http://www.cmegroup.com/trading/interest-rates/us-treasury/13-
week-t-bill performance bonds htm! T-bill,—4E N £ H1ZE B 5

13-we_e!c T-bill Futures
View Product List B

Quotes | Contract Specifications | Performance Bonds / Margins | Product Calendar | Learn More

SRy O swmit B

T Time & Sales || Volume | Seftlements Trade Date: 41102013
Globex Futures | Open Outcry Futures Market Data = delayed at least-10 minutes
Turn Auto-refresh | | [i About this Report
Month Charts Last  Chan Al Open High Low  Volume i Updated
9 Setpe S g Lo Limit P
e | T094F PN CT
[a] - - " " .
Apri2013 ¥ 0927 i} Mo Limit sy
.| TOE02PM CT
May 2013 E @ - - 4027 - - - 0 Mo Lirnit 452013
o | T3 PN CT
[ - - - - -
Jun 2013 V] 5527 i} Mo Limit By
Exchange AssetClass Product
CHE b INTEREST RATES L T1 - 13 WEEK TREASURY BILL FUTURES v
1 result 1
Initial Maint.
Exchg  Asset Class Product 4 il i Initial Maint. Vol Vol
Code Period Period
Scan Scan
CHE INTEREST 13 WEEK TREASURY BILL T 042013 032014 405 USD 300 USD 0.03 0.02
RATES FUTURES
=i\ &= WL
A —— 2} F ALY apamsumyn

EQU’S Assoc'a“on Antai College of Economics & Management. Shanghai Jiao Tong University
of MBAs
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http://www.cmegroup.com/trading/interest-rates/us-treasury/13-week-t-bill_performance_bonds.html
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~
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N\

ks

A E AR (AL E L L HBE — 85, S-10F TR |, b

N\

F%(T-Notes)

fizr —RoE T RS SATRIMEE . PEF M RPE BRI G RYTMIT NG R O[] 23R
2D, kg BT (BEWISAER T SREYTM N 1, 62 kAl

Products

Pterest Gates 2 10-¥,

Tk

H

The yield of a 10-year Treasury note with a face value of $100, current price of
$99.25, coupon rate of 4 percent and six years left to maturity is 4.14 percent

TP A S L B O B 25 2K Y T

ACHENINE, AT DU R 6 E 210 /Y E i (T-Notes) 22 Hl|

Read more:http://www.cmegroup.com/trading/interest-

&Trading = CeAng “Market Reguiation  w Markst Data =

ear S Treasiry Mote

Interest Rates Products

View an lnlerest Rate Prochuct

e i Read the |atest from
g £ axs our blog >>
i L J¥ Openiiar

10-Year U.5. Treasury Note Futures
st

Wiew Product L

Quetes | Contract Specifications | Performance Bonds | Maiging | Product Calendar | Learmn Mora

SHRvymO 1 Bk

Fllhllu,s Cpluons

Undertying Unit

Deliverable
Grades

Price Cuoie

Tick Size
(minimur
fluctuabor)

Condraci
hMonths

Lasi Trading
Day

BT | ot Dsiivery
i

—
ACCREDITED

10-¥ear U, S, Treasury Mote F

One LS Treasury note having a face value at eatury of 2100 000

U5, Treasury notes willy 3 remaining t2m 1o matily of at le
years, bui nol more than 10 y=ars, from the first day of the delivery
myvoice proe equaks the fulures settiement price firmes 2 conversa ctor, plus
accruad Infereal. Tha convarsion 1a21or i tha prca of the dalivered nota (51 par
value) te yield @ percent.

Poinls (51.000) and halves of 132 of & poinl. For exampls, 12618 represenis
126 16,32 and 126-165 represents 126 16 537 Parls on e bass of 100
pointa

Cine-hall of ore thiry-second (1/32) of one poinl (315.5825, rounded up to the
nearest cent per contract), except for infeamonth spreads. whers the minimum
price fuchiation shall be one-quaner of anc thirty-second of one point (57 8125
pEr confract)

The first five conseculive contracts m the March June September, and
December quarterky cycle

Savanth day pra 0 tha last bus day of tha delvary manth
Trading in sxpinng contracls closes a1 12:01 pm. on fhe ast frading day

Last business day of the defvery manth

Delivery Method  Federal Reserve book-sntry wire-transfer system

& BOTMBAS

T Educath -I'

= CME Group - Charts: March_2014 13_week_T_bill - Windows Internet Explorer

=

| @ http:/funinw.cmegroup com/papup/mdg2. html?code=GTBHAE e =March_2014_13_week T_billBtype=p#link=dai

ZN H4 [10] - TREASURY NOTE 10 YR

5

Contract:

Period:

Maonth:

Study:

S min

10-%'ear U.S. Treasury Mote (Electronic}

15 min
paiy  [=]
KMar
MOMNE

Study Parameters:

Intraday:

E' “ear:

20 min

z014[=]
£

Feb hdar

Vveekly

Bar

EA
[ex]

Low

Monthhye

312212013 |

132'00 0
121'22.0
131'240
121'20.0
121'16.0
131'12.0
121'02.0
131'09.0
121'00.0
12028 0

13012 0
130020
130'049 0
1200000

Craily
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ARAE GFE3h) WEEF T RIF=R]

B Xt {7 SR

Exposure Futures Action Interest Rates
Faying interest on future date Sell a future If rates go up
(short position)
If rates go down

Earning interest on future date Buy a future If rates go up
(long position)
If rates go down

10

Position Outcome

Futures price falls;
short earns a profit
Futures price rises;
short earns a loss

Futures price falls;
long earns a loss

Futures price rises;
long earns a profit

1AMV B A R ST E N K,
FR AR FH S H AR A 3 [ o1

;) f zxme%
) ssociation
¥/ EQUIS of MBAs
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Plain Vanilla Swap

o AT B MG I3RS & 2 AR 5 s AR |
e, WRIBHGANZEYIRliborik & 2 E R IF N F L
SRS, B AR SAE G R ST I $h €

o 5FRAX%]: Swaps are contractual agreements to
exchange or swap a series of cash flows.

o ML

[E 7€ F SO U7 FHAO A =R

P BRSO 5 DA 56

Wi

Q: T 55 R A AR T AT R R =0 XU

o SwapEN

MRYEAS [ BRI sh A Z Libor, 7] RATHEL H [ 52 F

SRR

Accredited by
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Plain Vanilla Swap
Bl: AEGSRESSHRT T B LR

Position Expectation Interest Rate Swap Strategy
Fixed rate debt Rates to go up Do nothing
Rates to go down Pay floating/Receive fixed
Floating rate debt Rates to go up Pay fixed/Receive floating
Rates to go down Do nothing

SF T SR — AN SRR AR P 28 BN AR SR 284l
T, CABUE AR, R S A RIS B
SCH B i e ] e R RIS B S

U [ Accredited by
e, EQUIS 7|Assocratlon



Plain Vanilla Swap: Pricing

13

H#: exchange interest rate cash flows, based on a
specified notional amount from a fixed rate to a
floating rate (or vice versa).

E AT IS BER R, THE —

ENTHLA

) <

s

i}

YR o

CRAEFFE M INFoR JriER: For

quarterly swap, float payment is denoted L,(90),
Log(90) [90% 5 HI90KLLiborfl i1 , L1go(90), Lo70(90).

)

EMAT: 1) B Lo(90). Lo(180). Ly(270).

11590, 180. 270, 360K [MINEIIZE; 2)
ff. AR, R

EIRER | B preRi)

Accredited by
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Plain Vanilla Swap: Pricing )

Bl: AR = ETLibordfdfr, THE H AR

1,Relationship between Libor and discount factor

Ly(n) is the LIBOR of n days. Ly(90)=0.0345 L,(180)=0.0358
L,(270)=0.037 L,(360)=0.0375

Suppose Z(n) is the discount factor of n days.
Z(90)=1/(1+0.0345%90/360)=0.9914, Z(180)=0.9824
Z(270)=0.973 , Z(360)=0.9639

2,Pricing of Interest Rate Swap: What is the fixed payment
level?

Since PV of float must be equal to fix, and PV of float is
1 ,Suppose fixed payment is F, then

F*2, Z(t)+ Z(360)=1,
F=0.0092
That is, pricing of swap is 0.0368

v
.

&

L

Loy

Accredited by
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Plain Vanilla Swap: Pricing

o kit
The fixed periodic-rate on an N-period swap at initiation
(as a percentage of the principal value) can be calculated
as:
F=[1-2Z;/(Z,+Z, +..+ Z;)]
Where Z, is the present value of $1 to be received on the
payment date, of T dates.

o XHAMHFEFEH, 5 KHLibor #kt vl AR FI24F, 34,
5F, 104F. . o FEICHPAZHE

o KM R, *ETEEF'JLtﬁHLibor APl A3 225, 34,
55, 105, . o HERKPNDT M LA Ry, RIH €
AES TNV

Accredited by
Association
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Plain Vanilla Swap of Currency ’

HPzhttp://markets.ft.com/RESEARCH/markets/DataArchiveFetchReport?Category=BR& Type=ICAP&Date=05/13/2014

M ¥EPlain Vanilla Swap @ 7%, AU RIA R m b (BFEARHIR
KR o A LASAE G0 FAN A Bz el i [ e 2 8 e (B3 B e 23 3)) Ho#

Euro-€ Swiss franc U.S. dollar Japanese yen
Years Bid Ask Bid Ask Bid Ask Bid Ask
1 299 3.02 1.43 147 524 5.26 0.23 026

2 3.08 3.12 1.68 1.76 5.43 5.46 0.36 0.39
3 3.24 3.28 1.93 2.01 5.56 5.59 0.56 0.59
4 3.44 3.48 2.15 2.23 5.65 5.68 0.82 0.85
5 3.63 3.67 235 2.43 5.73 5.76 1.09 112
6 3.83 3.87 254 2.62 5.80 5.83 1.33 1.36
7 4.01 4.05 2,73 2.81 5.86 5.89 1.55 158
8 418 422 2.91 2.99 5.92 5.86 1.75 1.78
9 4.32 4.36 3.08 3.16 5.96 5.99 1.90 1.93
10 4.42 4.46 3.22 3.30 6.01 6.04 2.04 2.07
12 4.58 4.62 3.45 3.55 6.10 6.13 2.28 2.32
15 4,78 4.82 3.71 3.81 6.20 6.23 2.51 2.56
20 5.00 5.04 3.96 4.06 6.29 6.32 2.71 2.76
25 5.13 517 4.07 417 6.29 6.32 2.77 2.82
30 5.19 5,23 4,16 4,26 6.28 6.31 2.82 2.88

LIBOR 3.0313 3.0838 1.3125 1.4375 4.9375 5.0625 0.1250 0.2188

S, Note: Typical presentation by the Financial Times. Bid and ask spreads as of close of London business. USS is quoted against IR 5SS R
) three-month LIBOR; Japanese yen against six-month LIBOR; euro and Swiss franc against six-month LIBOR. hanghai fiao Tong University
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Antai College of Economics & Management. Shanghai Jiao Tong University




AT AR 16

F| 45 H LLBAR 2 Quality Spread Differentiali3
Bk

7.000% 7.875%
Citibank =
-
LIBOR LIBOR + U.?B%l
Unilever Xerox
(prefers floating) (prefers fixed)
VTR, EREEER
1B Al Borrows @ floating

Borrows @ fixed , , , .
FUZ 1 152 1708 227 5 R 2 s 17
Rates available to Unilever Rates available to Xerox
Borrow fixed: 7.000% Borrow fixed: 8.000%
Borrow floating: LIBOR + 0.25% Borrow floating: LIBOR + 0.75%
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Credit Default Swap

A htepc S Sewvorkforall. neg/ CDRs-Credit—-de fault-Swwaps. htorml
Intraday 1445 [~ i — Euiwes3ss WA Pl y [ C— bank ~ 8 Dictiorar. .. b iSLiFe L. | [ Ee—. ..
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COs | GPD| GDS Lo ol CDhOs| GPD | COS| GPD COHsS GPRD | GOE | GPD GOE | CGPD

o o,o0%e 1o s i) 200 b O ) 3o0 1B, 6% So00 ) Soo 30, 2% | 1000 | 54 9%

) o G 105 8. 1% 205 | 14.2% | 310 | 20.2% | 510 |30.7% | 525 | 31.4% | 1025 | 55, 2%

£ann 10 ) T 8. 4% 210 T4 5% 320 20,75 520 3, 2% 550 32, T9% | 1050 | 56 4%

b 15 1.69% 115 8. 215 T4.8% 330 e I 530 3.7 ars 33. 9% | 1075 | 57 .5%

20 & 0% it ] B e 220 | 15,1% | 340 |29 8% | 540 | 32 2% | GO0 | 36, 29 ) 1100 | 58 6%

25 2 A% 125 o, 4% 225 15 4% 50 e el S50 A2, TEe G825 36 4% | 1125 | 59 %

30 e ) 130 BT =230 15,7 360 22 B 560 33, 2% 550 3. 6% | 1150 | 60, 9%

35 3 2% 135 |10.0% | 235 |16.0% | 370 |23 4% | G570 |33 7% | G765 | 38 8% | 1175 | 62 0%

40 3 6% 140 10, 3% 240 16, 2% ago 23 Ok 580 34 3% oo 40, 0% 1200 | 63 1%

A5 4,0% 145 | 10,6% | 245 |16.9% | 300 |24.5% | 200 |34 7% | F25 |41.2% | 1225 | 64,29

a0
o a0 A 2R 150 | 10.9% | 250 |46 8% | 400 |25 0% | G600 | 325 2% | 75O |42 4% | 1250 | 65 3%

S5 ) 155 o g e 255 AT T ] 25 5% a610 o N ) s 43 6% | 1275 | 66 4%
oo &,0%: 160 | 11.5%: | 200 | 17 4% | 420 | 26.0% | G20 | 36.1% 00 | 4-4.8% | 1300 | G6F . 0%

65 | 5 4% | 1685 |11,8% | 265 |17,7% | 430 |26, 6% | 630 |36 6% | 825 |46,0% | 1325 | 68 6%

Nav |Dea JJS" 70 | 5.7% | 170 |12.%% | 270 |17.9%c| 440 |27.1%| 640 |37.1%%| 850 |47.2%% | 1350 | 69,79
mark TE5 G, 19 1F5 12, 4% 2T VB e 50 2T G L] BT G BFH A8, 3% | 1375 | FO M5

o4 1 a1 B0 |6 4% | 180 |12 7% | 2a0 |48 5% | 460 |28 1% | 660 |38 1% | o000 |49.5% | 1400 | 71 8%

85 G, B9 185 13,0% 285 T8, 8% 4TFro 28,67 sro 38,6%% 225 S50,6% | 1425 | F2 9%

EElv] e e ) 1o |13 3% | o0 | 19 1% | 480 |20 1% | GE0 | 30 1% | 950 | 59 8% | 1450 | 74 0%

a5 T A 1TO5 13 6% 205 1o A% il 20 5% B0 30 6% o975 52 0% | 1475 | 75 1%

100 T.8% 200 [13.9% | 300 |19.6% | SO0 | 30.29% | FOO0 | 40.0% | 1000 |54, 1% | 1500 | FE. 1%
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o Suppose a float-for-fix interest rate swap with
semiannual payment for two years., Ly(n) is
the LIBOR of n days. L,(180)=0.05,

L,(360)=0.06,L,(540)=0.065, L,(720)=0.07.
What is the swap rate?

o #M14-1 (I1F)

1. Alpha and Beta Companies can borrow for a five-year term at the following rates:

Alpha Beta
Moody's credit rating Aa Baa
Fixed-rate borrowing cost 10.5% 12.0%
Floating-rate borrowing cost LIBOR LIBOR + 1%

a. Calculate the quality spread differential (QSD).

b. Develop an interest rate swap in which both Alpha and Beta have an equal cost
savings in their borrowing costs. Assume Alpha desires floating-rate debt and wxzwsERY R
Beta desires fixed-rate debt. No swap bank is involved in this transaction. S gty
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