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1. M3lausIwITo (Transfer of Purchasing Power)

¢ 2. MIENMILANNFLAINLUATIARULTE (Provision of Credit)
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N. AINANTDULNUATANNLUTZINA (Foreign Exchange Dealers)
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3. Uninanls (Speculators) wazsinAnls (Arbitrageurs)

q. FUIANINANUBILUTZINA (Central Bank)
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. JTUVNIAIFIHNDIA1 (Gold Standard)
. 32UUNIA33 11U3II350N29A" (Gold Exchange Standard)
. Jzuvaasinantlaawasn (Fixed Exchange Rate System)
CJruvaasinantlaswasg@inuuannis (Managed Float System)
CJruvaasinantdaswuuuaaaal (Free Float System)
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. JTUUANIEWATINRIDABENIINNITLWAIT (Currency Board System)

. S2UUABARNS laLn%w (Dollarization)
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2. 52UUN1A33 1WUIITIANBIAN (Gold Exchange Standard)
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3. szuvansunantdasgnwain (Fixed Exchange Rate System)
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4. szuvanuantdlswassaltuuannis (Managed Float System)
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6. STUUANIIBAIINIDAWENIINNITLIWATT (Currency Board System)
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7. S2UUABAANS batsBw (Dollarization)

What Is Dollarization?

Dollarization is the term for when the U.S. dollar is used in addition to or
instead of the domestic currency of another country. It is an example of

- - , _
currency substitution. Dollarization usually happens when a country'sown o pe.Dollarization  WSan1586 811149 anaLin
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° 1. IALEWaTA(Bid Price/ Buying Price)

° 2. MNaLawawgy (Offer Price/ Ask Price)

BID ASK
Price at which the HSPREADH Price at which the

Sl seller is willing to sell
buyer - wﬂlmg to pay Difference between the

Bid and Ask price
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Absolute Purchasing Power Parity theory (Absolute PPP)

What is Purchasing Power Parity?
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A theoretical exchange rate Example: If you want to live Government agencies use it
that allows you to buy the inexpensively, and you can to compare the output of
same amount of goods and move to any country in the countries that use different
services in every country. world, compare prices of a exchange rates.

McDonald's Big Mac.
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1. g3n33n [ waaadas1alina31a19Lszneannd (Sport Transaction)
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Australian Dollar/U.S. Dollar gl AUS$1.5205/$
Danish Krone/ U.S. Dollar 15 Dkr 6.9411/$

&1413011 Cross Rate (AUSS/Dkr) 18 i 1.5205
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WWAIINNUIEINA (Triangular Arbitrage)

anunAsludedanuanalaaudn NN AMUTnAIaGeLs miﬂum 2AMNS
ansAaInANREs (Arbitrage Opportunity) luRa1AE137 Lo i

Quotations:

Hong Kong Dollar/U.S. Dollar HKS%7.7810 - 7.7850/US%
Canadian Dollar/U.S. Dollar C% 1.4259-1.4279/US$%
Hong Kong Dollar/Canadian Dollar HK3 5.4650 - 5.4760/C3




Check Arbitrage Opportunity:

Bid Ask

HKS HKS$7.7810/USS HK$7.7850/US$
CS C$1.4279/US$ C%$1.4259/US%

Cross rate HK$5.4493/C$ HK$5.4597/CS%

F* #=
Quotation HK%$5.4650/C% HK$5.4760/CS

Arbitrage opportunity exists!!!




Triangular Arbitrage

Arbitrage profit
= HK$ 1,000,968.96 -1,000,000
Hong Kong = HK$ 968.96

Augnil HK$1,000,968.96 (T8 HK$ 1,000,000

(FaN13918 C$) {ﬁﬂﬂn"ﬁ%ﬂ US$)
AtuAe Bid w1se9sl Offer

HK$5.4650/ C$ HK$7.7850/ USS

Canada - US.
C$183,159.92 (ABaN"51E USS) US$128,452.15
AR Bid
C$1.4259/ US$
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muﬁﬂuﬂ'ﬁ‘ﬁﬂ Triangular Arbitrage

1.

=4
Lmﬁumnmwﬂmqu 1,000,000 ARARTERING Lﬂﬂmlﬂuﬂﬂﬁﬂﬂﬁﬂ”li
o
A0, ﬂﬂﬁﬂﬂﬂLﬂﬂﬂUﬂ’]ui“lﬁ’] lduf8l (Offer Rate) HKS7.7850/USS &
41 128,452.15 ARARTT @59.

=
11’1£Il.~1‘l..!. 128,452.15 E’I‘EIEIE?I'"IE' Aa. I.'I'l'EIi"LIHuﬁﬂﬁﬂﬂﬁﬂ’l?uﬁuﬂﬂ’mﬂﬁf’l

uﬂmﬂﬁﬂuﬂmﬂmmﬂnﬂ (Bid Rate) C$1.4259/US% 1#5u 183,159.92
ARRAITULALIAN

=
178U 183,159.92 ﬁﬂﬁﬂ'ﬁ'LLHH'lﬁ”lLﬂﬂﬂJHuﬂﬂﬂﬁﬂﬁﬂ"lﬁ'ﬂﬂﬂﬂﬂ 'I'I‘EFIT”I

uﬂmﬂﬁﬂuﬂmﬁ-ﬂﬁmﬁﬂ HK$5.4650/C% lﬂmu 1,000,968.96 ARAA"T
FR4N9

] - g B & 1 o
msAnnnlslaenlsAsnanu@eniiazlinnls (Arbitrage Profit) inriu

1,000,968.96 - 1,000,000 = 968.96 ARAANTARING SINHULTNAU
1,000,000 AfaATTARING




Triangular Arbitrage
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Example: Triangular Arbitrage Step-by-Step

Step 4 -~ Compare the Two Cross Rates

¥82/S
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