

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Interest Rate Arbitrage in Currency Baskets: Forecasting Weights and Measuring Risk

	
    
        
            
            







    
    










    
    
    
    











			Journal of Business and Economic Statistics

        

    
	

	
	
		
		
			33 Pages
		
		

		Posted: 26 Oct 1999
		
		
		
	

	
		
			
			




	See all articles by Peter ChristoffersenPeter Christoffersen
University of Toronto - Rotman School of Management; Copenhagen Business School; Aarhus University - CREATES
Lorenzo Giorgianni
International Monetary Fund (IMF)


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Interest Rate Arbitrage in Currency Baskets: Forecasting Weights and Measuring Risk

								
							
							
							
								Journal of Business and Economic Statistics
							

							
							
								
									Number of pages: 33
								
								
									Posted: 26 Oct 1999
								
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							  453
							
						

					

					
					

					
						
							
						

						
							
								
									Interest Rate Arbitrage in Currency Baskets: Forecasting Weights and Measuring Risk
									

								
							
							
							
								IMF Working Paper No. 99/16
							

							
							
								
									Number of pages: 30
								
								
									Posted: 10 Feb 2006
								
								
							

							
						

						
							
							Downloads
							  163
							
						

					

					
				

			

		

	

	


	
	
	
	
	
		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We use a time-series modeling approach to address two related questions of interest to foreign exchange market participants and policy makers dealing with basket currencies. First, how are unknown weights appropriately extracted from basket currencies? Second, how does one correctly account for the risk-in terms of conditional variance of expected profits-that time-varying weights add to the standard basket hedge position? We suggest a methodology that can provide answers to these questions and apply it to the heavily traded Thai baht currency basket. 
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