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ZUVOAAOYLOL - OPLOMOL KOl EVVOLEC

* Ayopa cUVOAAQYHOTOG - N XPNMOTOOLKOVOULKN ayopa TNV
omoila ekdnAwveTal n tpoodopa Kot N {NTtnon yla cuvaloypo
KoL ipocdlopilovtal ol OUVAANOYLOTIKEC LOOTLLEC.

* Oykoc ocuvoAhaywv $7,5 tpL¢ npepnoiwce (2022).

* JUVAAAQYHOTLKN LOOTLMLA ELVOLL N TLULN EVOC VOUIOMOTOC
eKPPAOUEVN O€ LovAdeC evoc AANOU VoulopaToc.
* 2 OlYOPEC
e Spot — TpExovoa ayopa
e Forward — MNpoBeopiakn ayopa

D BURygp TS T

2 Uspypy, | = e
3) GBPUsp o, B Foreign Currency

4) AUDUSp Mg & Exchange Rates
5) USDCHE » T | ‘
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ZUVOAAOYLOL - OPLOMOL KOl EVVOLEC ECIIONT

A. Tpéxovoa Ayopa (Spot Market)

* Over-the-counter avopa EwapnuauotnptaKn Aetoupyel
EKTOC XPNUOTLOTNPLOKWY QLYOPWV.

* Oykoc ouvoAloywv: $2,1 tpig SoAdpLa tnv nuEpa (2022).
* 24wpn Acttoupyia.

4| 2|6 |78 |9 |10|717)|1792 |13 14515!16 17 TEHEG 21|22(23 |24

| |
¥ — = :|I'|_ T r:"_:' =41 s Belad faf— l-I
b =

A NS 0 O Tokyo

2) SDpr _ o —
3) GBPUSD = s ) Foreign Currency

4) AUDUSsp : % 7 L Exchange Rares
3) USDCHF -
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* Aettoupyel oc duadopa enineda

o Xovépikn (dealers) — Alyec, kupiwc tpamelec (interbank market),
aoPAALOTLIKEC, KATT.

o Ekatovtadec ekatoppupla kabe trade.
o EAdylotocg 1 kaBoAou €Aeyyxoc (supervision).

* JUMHETEXOVTEC OTNV AYOPA:
* JUMUMETEYOVTEC 0TO OLEBVEC epmopLlo — trade, investment
* To SLEBVEC epmopLo sival < 10% autou Tou GUVOAOU.
* FX Brokers
* Market makers
» Kevtplkeg Tpareleg
» Kepbookomol (Speculators)
 Arbitragers (E€looppomnntikn kepbookoria)

A. TpExovoa Ayopa (Spot Market)

3) GB Pusp : ' o Foreign Currency

4) AUDUSp : e % Exchange Rates
5) USDCHF _—




B. MpoBsouiokn Ayopa
(Forward Market)

* 2 avtloupBaArAopevol
* JUYKEKPLUEVO TTOCO
* JUYKEKPLUEVN NUEPOLNVLIO OTO
HLEAAOV
* JUYKEKPLUEVN TLUN — strike price
e Xpnotuormoteitat ya hedging
(avtiotaBuion kwvduvou).
* Epyaleia mpoBOeCLOKNC
ayopac:
o Forwards
o Futures
o Options
o Swaps
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Derivative example for hedging VIBZ

EXAMPLE

Import $1,000,000 worth of computers

3-month terms of payment

* Changes in the value of S will produce profit/loss

* “Open position” in FX risk —short in FX

Expected S,,, = 0.91 EUR/USD * USD 1,000,000 =€910,000
* Forward F,,, =0.93 EUR/USD * USD 1,000,000 = €930,000
+ €20,000 — risk premium

Why?
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* H cuvaAAOolyLOTLKA) LOOTLHLAL Elval 0 aplOpoOC TwV Hovadwy ToU EyXwpeLou

VOULOMATOC TIoU pmopel va avtalAaxBet pe pa povada EEvou VOULOUATOC
KOl UTTAPXOUV SV O TPOTIOL yla vaL altelKoVIoOel autn N avtaAioyn :

* Apeon Lootipia: Eyxwplo voutlopa mpog E€vo. Av onpepa sivat $1.20 ava
g£UPW TOTE N Apeon Lootipia eivat 1/1,20 = 0,83 Eupw ava SoAdplo.

* EMMEDN LoOTLIHIA: Z€VO VOuLopa Ttpo¢ syxwpto. My. $1,20 ava €1.

* 2tnv BLBAoypadia, cuvnOwc, xpNOLUOTIOLE(TAL N AECN CUVOAANOYLLATIKA
LooTLuia.

* 3TNV AYyOpPA TOU S N LooTLla avadEpeTal we apeon ya tic HNA, apa S
ava EEvo vouLoua.

 Bid Rate: n tiun ayopac amo tnv tpanela — FX Bid-Ask quotes live.

Foreigh Exchange Rate Terminology

 Ask rate: n Tiun nwAnonc ano tnv tpamnela
* [la pla tpamela: Bid < Ask

e Alpepn¢ LootLpia — Bilateral FX rate

e ZtoOpuopnEvn Lootipia — Effective FX rate
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JuvoAAaypotikn lootipia

H ooTipia evog VOULoMOTOC UopEel val avatipunBel n va urtotipnBeL:

* Avatipnon (Alyotepec povadec eyxwpLou vopuiopatog ayopalouv Lo
novada EEvou vouilopatoc)
* £/USD=1.20 = €/USD = 1.15 = 10 € avatiuaToL.

* Yrtotipnon (meploootepec HOVASEC EyXwWPLOU Voulopatoc xpetalovtol
ylo va ayopacouyv pio povada EEvou vopilopatoc)
« £/USD=1.20 = €/USD = 1.25 =» 10 € UnoTLATOLL.

* Otav €va VOULOMO OVOTLULATOL, TOL ELOOYOLEVA TIPOLOVTA KOl
UTtNPEOCLEC yivovTal pOnNvoTEPA 0E OPOUC EYXWPLOU VOULOUOTOC, EVW
Ta e€ayopeva ayaBa akplBaivouv.
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Synthetic Cross Rates ECONOMICS

A UK investor wants to convert GBP into JPY
He can do it

* directly GBP --> JPY or

* indirectly GBP --> USD --> JPY using synthetic contract - a
combination of two or three contracts replicate the original
contract

* motivation: it can be more efficient - USD market has a lot of

* volume, hence the spreads are lower synthetic cross rates then will be
calculated as

GBP/JPY = GBP/USD X USD/IJPY

* should we use bid or ask quotes?

. : GBP/JPY _ ~GBP/USD USD/JPY
if we are buying St,ask = St,ask A St,ask

. 3 . GBP/JPY _ ~GBP/USD USD/JPY
if we are selling 5, ;4 =S¢ bid St bid
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2TAYPOEIAHZ IZOTIMIA
Synthetic Cross Rates

* € OPLOMEVEC TIEPLITTWOELC OTAV SEV UTTAPXEL AyOPA VLo VOl
uTtoAoyLoBoUV oL LOOTLUIEC TOTE KATAPEVUYOUE OTLC OTAUPOELOELC
LOOTLUIEG (cross rates).

* Ta 1iLo TTOAAQL VoplopaTa talipvouy TLUEC evavTl Tou USD, omote ot
OTAUPOELOELC LOOTIULEC UITOPOUV VA UTIOAOYLOOOoUV Ao TLG
LOOTLULEC WG Ttpoc To USD.

* [La mapadelypa, av v UTTAPXEL TLUA YL TO AUOTPAALOVO
doAaplo AUD gvavtL Tou eupw, Y BAON TLC LOOTLULEG
$0,7663/AUD kot $1,30/€, n wootiuia supw/ AUD umoloyilstal wg

e€NG:

EUR  0.76 $/AUD
AUD  1.30$/€

= 0.58 €/AUD
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Ayopd ZuvaAAayuortog: E"MICS
NMpoodopa ko {ntnon y

H npoodopd yLo To EyXwPLO VOULOMO AVTLOTOLXEL 0T {Tnon yLo to £Evo
KOLL LTTOPEL VOl TIPOEPXETAL ATTO:

* |0wwTEC IOV EMLBUMOULYV VoL alyopAoouv ayoBa Kol UTtNPECLEC TNC
aAlodamnc (taéldLwTikd ouvaAlaypa, emtevOUOELC KAT)

e Emuelpnoclc (eLoaywyeg, emevOUOELC OTO EEWTEPLKO)
e Tpamnelec ota mAaiola Twv SpacTNPLOTATWY TOUC, KEPOOOKOTOL,
Kevtpkeég Tpameleg, Snpooto.

H TAtnon ywa to syxwplo voulopa (mpoodopd cuvaAAAyHOTOC) TPOEPXETAL
avtlotoLla amo:

* Ewoepyouevo touplopo
* EaywylKO gUTOPLO
 KepbooKoTikEC SpaoTNPLOTNTEC.

Tig teAeutaieg dekaetieg, N kepdookoTikn {NTNoN Kal mpocodopa
aroteAoUV to 90% Kol TTAEOV TOU OYKOU CUVAAAQYWV TNG ayOopOC
ouvoAAdypoatoc evavtt 10% meplmtou Tou avTLoTOLXEL 0€ CUVAAAAYEC
dleBvouc gumoplov.




DEPARTMENT OF
ECONOMICS

VIDA

TPEXOYZEZ I2OTIMIEZ

Twn S
Eyxwplo mpoc MNpocdopd
=€VO -

yia =N

Zntnon ywa =N

>

Q MoootnTta ZUVOAAAYLOTOC
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APASTHPIOTHTEZ $THN ArOPA i
SYNAANATMATOZ

AvTioTaOuion Kivduvou (Hedging):

gival n JEiwon Tou Guva)\)\aypaTlKou KIVOUVOU. Z& avTiBeon He
Tnv kepdookonia, n CIVTIOTCIGLIIGI’] gival n dpaoTnpIioTNTA
KaGAuync P1ag avolikTng Beonc.

Kspﬁoakonla (Speculation): KspéooKonla o€ Baeoq XpOVvou.
Eival n dpaoTnpIOTNTA NOoU I'IpCIY|.ICITOI'IOI€ITCII UE OKOMNO TNV
CII'IOKO|.IIOr] Kspéoug ano Tnv avaTignon Hiag O'UVCI)\)\CIY|JCITIKI’]C;
0eonc kal eNnodevwc dlaTnpel Yia cuvaAlaypuaTikn 6€on avoikTn
OTIC OIAKUMAVOEIC TNG ICOTIMIAC TOU VOUionaToc.

EElaopponnﬂKn kepOookonia (Arbitrage): Kepdookonia

OTOV i010 XpOVO.

o Kepdoc xwpic kKivouvo, JE EKMETAAAEUCN AVICOPPONIWYV OTIC
TINEC O€ OIAPOPETIKEC AYOPEC.

o 'Exel anoTteAeoua TNV €EAAEIWN TWV AVICOPPONIWV Kal TNV
lcopponia TwV TIHWV.

o Bpaxuxpovia 1o arbitrage kaBopilel TIC TINEC TOU
ouvaAAaypaToc.

12



Arbitrage Types

* Xwpko arbitrage (spatial arbitrage)

DEPARTMENT OF
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ViE

Arbitrage opportunity No arbitrage opportunity
()50 (158 ()55 (63
X
60
JI Jeo (68
Y Y

Citibank USD/EUR 1.3450-52

Bank of America USD/EUR 1.3450-52
Continental Bank USD/EUR 1.3451-53

Deutsche Bank USD/EUR 1.3450-52

Banca da Roma USD/EUR 1.3449-51

Q1: Which bank(s) is (are) keen on buying EUR? Keen on selling
EUR? Not interested in dealing?

13
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Arbitrage Types

Xwpko apurtpal

e EkpetaAAeveTal OLadOpEC OTLC LOOTLULEC LEeTaEU duo
VEWYpPAPLKO SLpOPETLKWY aAyopwy, TIX OV:
e €1 nwAsitatyla S1,2 otn NY kat $1,1 oto Tokuo

* TOTE £vac OLATIPAYMATEUTAC CUVAAAQYOTOC UTTOPEL VAL
armoKkopioel kKepdog

* ayopalovtac pe 1 eupw $1,2 otnv NY ko
e TOUAWVTOC TAUTOXPOVA 0To Tokuo ta S1,2 yia €: 51,2 /
1,1(S/€) apo Oa rapsL € = €1,09 2 9% kepdoc!
 H dpaotnplotnta auvtn Oa:
* Avatwpunostto S otn NY,
* YrotwnosLto S oto Tokuo

* Oa eneABeL Loopportia »
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Arbitrage Types

Tplywviko arbitrage (triangular arbitrage)

a C a b C
—525; = SESZSE_]'

a

Sb

* To TPLYWVLKO apuritpal ekpeTaAAeveTol SLopOPEC
LETOEV TNC LOOTLULOC EVOC VOULOMOTOC O€ [LLOL OyOpOL KO
TNC otaupoeldouc Lootiuiog, OnAadn avtnc mov
MPOKUTITEL LECW TPLYWVLKNE CUVOAAQYNC.

15



DEPARTMENT OF
ECONOMICS

VIDA

Arbitrage Types
Tplywviko arbitrage (triangular arbitrage)

10a 1b

1c
Ex1. S— - S—-S—=1 o arbitrage opportunity
1b 1c 10a

10a 2b 1c
Ex2. S E - S 1—C - S E =2 arbitrage opportunity!!!

16
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Arbitrage Types

* AvTto S kootilel 32 poUBALa ko 1,5 SF (EABeTika Ppayka) TOTE Eva
SF Ba npemnet va avtaAldoostal pe 32/1,5=21,33 pouBALa.

* AvunoBgooupe otLn wootipia RUR/SF dtapopdwvetal oto 22,
TOTE KATIOLOC UTtopEL va ayopaoel 22 poUBAa pe 1 SF, va ta
TTOUANOEL 0Tn ouvExeLa yo $0,6875 (22/32) ta omola mouAdet
cava yia 1,0313 ppayka, kepdilovtac 3.13% yia kabe ppayko.

¢% .¢b ¢4
b C a

32 1 1
-—+-—=0,96
1 1,5 22
 Hbwadikaoia touv apumniptdl Ba kataAnésl va undeviceL tnv
Stadpopa kat vo e€aopaAloEL TNV LOXU TWV OTAUPOELOWV

LOOTLLLLWV.
 What about n-point arbitrage? @
17
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FORWARD MARKET FX RATES

* H npoBecpiakn ayopd cuvaAldypotoc adopd oth
ocuvan cuppwviac onpepa yow pLa ayopa N mwAnon
omnou kaBoplletal:
v'To {eVyOC VOULOUATWV
v'H noootnta
v'H tun
v'H nuepounvia oto péAov

 Mua tpoBeopiakn cuvaAayn pnopet va taélvounbel os
duo katnyoplec: outright kat swap.

* Mia outright mpoBeouiakn cuvaAayn sivat po
MEUOVWUEVN TIpoBEoLOK aAyopd 1 TTWANON EVOC
(evyouC vouLlopatwy. H mpoBeopiakn cuvaAAayoTikni
LooTLpia oupBoAiletal pe F.

* Mua ouvaAiayn swap elvatLn Ttw)\r]or] (N avopa) Eevou
VOULOUOTOC OTN rpsxouoa ayopa Kal n rauroxpovn
npoBeoulokn ayopa (N mtwAnon) tov idlov vopiopatoc. 8

VIDE
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NMPOGEMIAKA PREMIUMS ECONOMICS
KAI DISCOUNTS

* OL TPOBECULAKEC LOOTLULEC TTPOKUTITOUV ATIO TLC TPEXOUOEC OL OTIOLEC
npocappolovtol avaloya pe tn Stadopd eMToKiwy PETOEL Twv duo
VOULoHATWY OTtw¢ Ba 6ou e mapakatw pe tnv CIP.

* OL TTPOOECLOKEC LOOTLULEC Elval LEYAAUTEPEC OTTO TIC TPEXOUOEC YL
EVOL VOULOUO o€ premium (aopaAlotpo)

* OL TPOBECULAKEC LOOTLULEC ELVOL ULKPOTEPEC ATIO TLC TPEXOUOEC yLOL
eval vVouLopa o€ discount (uTto ekmttwon).

* O TUTOC UTToAOYLoMOU Tou premium/discount (etnolomotnpEvou)
elvalt:

Forward premium/discount =

(F-S) 12
X
| S N
Onouv:
F = n mpoBeopLakn L.ooTLpio Ko
S = n tpexovca LooTipia evw N gival o aplOpoc Twv HNVwy tne
npoBeoplaknc npaénc.
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NMNMPOOGEZMIAKA PREMIUMS KAI
DISCOUNTS

Forward Premium

Loy

e Premium - Discount

Forward & Spot Exchange Rate

Forward _ Forward Rate - Spot Rate % 100

o Premium Spot Rate

- | Spot Exchange Rate FWD-3Month

Xl FWD-6Month FWD-9Month

FWD-12Month

X

il

N

2006Jan 200.'?Jan 2005Jan ZOOéJan ZOOéJan



KaBoplopoc cuvaAAayoTIKWY LOOTLULWYV
1. BpayxunpoBesopa
2. MakponpoBsoua

o »
| il
D .
. =
*
m.
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Exchange Rate Determination in the Short-Run

* Exchange Rates and Interest Rates
 The Uncovered Interest Rate Parity (UIP)
 The Covered Interest Rate Parity (CIP)



AkaAvrtn looduvopia TwWV EMTOKLWVY
Uncovered Interest Rate Parity (UIP)

DEPARTMENT OF

H akaAuvrmntn wooduvapio twv enttokiwv (UIP), yvwotn kal wc carry trade,

EUTIEPLEXEL KivOUVO Kal otnpiletal o mPOBAePn Tou enevdUTA YL TNV TTOPELA

NG LooTiiog SUO VOULOUATWV.

Av gvoc evpwroioc ertevoutnc BEAeL va emevouoel €1 yia 1 xpovo, €XEL TLC
ETUAOYEC va EMEVOVOEL EVOAANAKTLKAL:

 >tnv Eupwrn, Kal va mApeL o€ eva xpovo: €1 (1+i)
1 >tic HIMA, omote Oa mpemet va ustatpELIJSL 10 €1 0¢ S: $(€1 )

o AuTo Ba yivel petd amd 1 xpovo Sl — (1 + i%).
o To mood auto oc € Ba yivel Sl — (1 + i) * SZ. 1.
d Enouequ O umtapyxel Loopportia otav: €1 (1+i€) = $1 — (1 + %) * SE. |

(1+i¢) = — (1 + %) * Sfpq = (149 = _(1+|€)* Sty1 =
Sy _ (140

St (1+i9%)

'H npooeyylotika (ta pkpd ypappota yia logs):

Auti n oxéon sivawrn UIP ei =0 =

ECONOMICS

ViE

23
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 HkoAvppevn woodbuvapta emttokiwv (Covered Interest Parity) ekpetaAAgveTal T
OXEON TIOU TIPETIEL VL SLETIEL TLC TPEXOVOEC (spot) ko T mpoBeopakeg (forward)
LOOTLULEG KOLL TOL EYXWPLAL KOL EEVAL ETILITOKLA, KOLL TIPOLY LLOLTOTIOLELTOL UE
TOUTOXPOVEC TIPAEELC OTLC AYOPEC XPNMOATOC KoL CUVOAAAYMATOC YwpPLlc avaAnn
kKlvdUvou KaBwc repLexel forward.

KaAvppévn looduvapio Twv EMLTOKLWVY
Covered Interest Rate Parity (CIP)

* Me tnv i6Lo Aoyikr) Twv enevbUoswv o€ € koL S, SlveTol amo thv oxéon:

Fit+1 _ (1+i€)
St (1+7%)

* 'H mpooeyyLOTIKA (ta pikpd ypdppota urtodnAwvouyv logs):

A oelogs fit!t —s, =i —

t+1
Ft "—S¢ € _ %

24
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NMAPAAEII'MA CIP

*H oxéon mou Ba npemel va OLETIEL TIC TPEXOVOEC KOl TLC
NPOOECULAKEC LOOTLUIEC OUO VOULOUATWY WOTE VoL KNV
Sivel tn Suvatotnta KOAUMMEVOU apurtpal UMopEL va
YLVEL KaTAVONTN UE Eva TTapAdELYLLAL:

* YrtoBetoupe OTL pa OESOUEVN XPOVLKN OTLYUN ETUKPOTEL
n akoAouBn kataotoon:

*i€=2%, i> = 4 % TN OLOL.

*S =€/5=0,85 (Tpgxovoa LooTLuia).

* Elvail buvato €vac emevouTnC vaL EMLTUXEL KEPON LIE
apuTLTPAl;

e E¢apTatal amo tnv TN tTne npoBeocuLaKknC LOOTLULOC.
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MAPAAEITMA CIP

e ZeKlvwVTOC €0Tw HE €100, pmopet va ToL EMEVOUVOEL e i=2%,
arnokopilovtoag o 1 xpovo €102 .

* EvaAAQKTIKA, puropel va mouARoet ta € €vavtl 100/0,85 = $117,65 ta
orola Ba Toklosl tpoc i*=4%, slonpattovtog $122,35.

* Emopévwe Ba slompdtel o Eva xpovo oe € xwplg kivbuvo: $122.35 *
Fi+1

e OL SV0 emAoyeg elval LoodUVaPEC Kal 0 elmevouTC elval adladopoc
avApESA Toug av $122.35 * Fit1 = €102 dpa yua Fft1=€102/$122,35
=0,834

 Av FfT1> 0,834 tote n Sevtepn emevbutikr emhoyr Ba €xel peyahitepn
arnodoon.

* H Stadikaoiar avth), mou Ba mpayUaTomoLeLtal 060 UTtAPXEL N Suvatotnta

kEpdoug, Ba odnynost:
* TNV OMOT LoOTLULO S TtpoC ta tavw (urotipnon €), Aoyw {Ntnoncg S
* Tnv mpoBeoplakn tootipia F mpocg ta katw (avatipunon €).
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NMNMPOOEZMIAKA PREMIUMS KAI
DISCOUNTS

* Eva Forward rate gival og premium (aodaAlotpo) av:

*F>Sn

e i>i* 6nAadn av To eyxwpLo €MLTOKLO €ival LPNAOTEPO TOU EEVOU N
* Eva Forward rate €ivat o discount (mpog€odAnon) av:

*F<SN

e i <i* 6nAadn av To eyxwpLo €MLTOKLO €ival LPNAOTEPO TOU EEVOU N

Napadsiypa:

* Tpéxovoa Twun €/5= 0,769

e Emuitokia Euro: 2%, Erctokia HMA : 1,5%

=>» lNa tov Eupwrnaio emevduth to USD Ba elval og premium

=>» MNpoBeopiakn TLun evoc £€touc (o TUTTOC TPOKUTITEL «AUVOVTOC» TN OXEON
looduvapiac we mpog F) :

g . :
t t _ ;€ _ ;%
St
= F=0,769 + 0,769 x (0,02% - 0,015%) ~ 0,769 + 0,769 * 0,005
=0,769 + 0,004 =0,773
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Exchange Rate Determination in the Long-Run

The Law of One Price (LOP)
The theory of Purchasing Power Parity (PPP)
The Real Exchange Rate

28
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O Nopog tnc Muac Tiung — The Law of One Price

 Nopoc tng pac Tung (law of one price): to idto ayaBo oe
SLaPOopPETIKEG XWPEC Oa MPEMEL va £XEL TNV LdLaL TR v
HETOTPOTIEL OTO LOLO VOULOOL.

* Av 6U0o xwpec apayouv akpLlBwc to oo ayabo n opada ayobBwv kot Hev
uTtapyouv Saopol Kal KOoToC HeTadopac, n TIHA Tou ayabou Ba
kataAnéel va eival n dla otic Vo xwpeg, aveéaptnta amo To mola Ywpoa
TO TIALPAYEL.

e Av 1o ayaBo sival pOnvotepo otnv xwpa A armo tnv xwpa B, tote Ba
ekONAWOEeL avénuevn {ntnon otnv A pe amotéAeopa otadLlaka oL TLIHEC va
OUYKALVOUV.

J Aloupivio: GR: €100/ton, JP: ¥100.000/ton = S(¥/€) = 100

J Av eival S=200, tote: 1 tovoc JP kootilel otnv GR 100.000/200= €50
1 tovoc GR kootilel otnv JP 100*200= ¥200.000

Qd Apa, D(GR), DUP)N + > DEY,, D¥P =S¢ = 100

29
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The Big Mac Index

 Economist: tiuéc Big Mac og S1adopeC YWPEC

1. [ Switzerland — $7.30 (6.50 CHF)
2. W= Sweden — $6.37 (52.88 SEK)

*  Oumio ¢pOnveg 3. M= Nonyay — $6.09 (52.00 NOK)
4. == United States — $5.66 (5.66 USD)
5. = Israel — $5.35 (17.00 ILS)
6. J+ll Canada — $5.29 (6.77 CAD)

1. 22= India — $1.62 (130.07 INR)

2. =% Lebanon — $1.77 (15,500.00 LBP)
*  Oumo akpiBeg 3. g Russia — $1.81 (135.00 RUB)

4. B Turkey — $2.01 (14.99 TRY)

5. B== South Africa — $2.16 (33.50 ZAR)

6. ™. | kraine — $2.20 (62.00 UAH) 30



The Big Mac Index

* Big Mac FX Rate - Actual FX rate
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 Determine the under/over valuation of the currency.

Differences in local prices - in our case, for
Big Macs - can suggest what the exchange
rate should be

Big Mac exchange rate

35 = = 1:4 = 20 yuan

Ca

Using burgernomics, we can estimate how
much one currency is under- or over-valued
relative to another

Big Mac exchange rate

s, - . I

é 1:4 él > “u__ |
= - 38 SN
under- Iy

>osvalued 0

NI ASAN

Actual exchange rate RN

. $1 = 6.4 yuan .
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NMPO2AIOPIZMOZ 1ZOTIMIQN ECONOMICS
(Moakpoxpovia)
 Nopog tng poc Tun¢ (law of one price) — The Big Mac Index

The British pound is 13.8% undervalued against the US dollar
July 2022

40%

L |
eo| 0
L]

Overvalued Us dnlla:.' 0

Undervalued .-l'
o0t® 20

.......'..- British pound

..-'-I'.
.n"' -40
'.-. I'.'.
ssoeoe?®

-60

A Big Mac costs £3.69 in Britain and US$$5.15 in the United States. The implied
exchange rate is 0.72. The difference between this and the actual exchange rate,
0.83, suggests the British pound is 13.8% undervalued 32
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AmtoAutn looduvapia AyopaoTikig AUVOUNG — i

Absolute Purchasing Power Parity (PPP)

 H OBewpia Baociletal oto vopo tng prog Ttung (law of one price).
* T[evikevon amno 1 ayabo oe eva KaAdBL (tou katavaAwtn) ayadwv.

e Totg, n wootiuia S petaly Twv SVo VouLlopATwy SlveTal amo tn oxeon:

Py
St — F inlogs S; =pt—p§
t

* P e&ival to eyxwpLo mnimedo TIHwv.

 P* elval to entimedo tipwv otnv aAlodarmn

Av O€ pLa xwpeo tUEAVEL TO EMLITESO TLHWV TTEPLOCOTEPO OTLO TNV AAAN TOTE

TO VOMLOMA TNG Oa uotipartot
33
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Ixetikn looduvapia Ayopaotikng AUvopung —
Relative Purchasing Power Parity (PPP)

Metpa TO W N LETOBOAEC oTO emimedo TIHWV TwV OV XWPWV
eTildpouV otnNV HETABOAN TNG CUVOAAAYUATLKAC LOOTLMLOG. AlveTal amo
TNV oxeon:

AP
AS TP
s~ AP*
P*

e & AoyapiBpouc n oxeon yivetal:
As = Ap — Ap”
As=m —n"
* Apa, N % peTABOAR TNC CUVAAAQYUATIKAC LOOTLULOC LOOUTAL LLE TNV
Stadopa otov TANOWPLEHO TwV SUO YWPWV.
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MAPAAEITMA: Purchasing Power Parity
Switzerland/United States

FRED {,,\,FJ" — (Consumer Price Index: All items: Total: Total for Switzerland, Jan 1960=100/Consumer Price Index for All Urban Consumers:
All Itemns in U.S. City Average, Jan 1960=100), Jan 1590=100 (left)
— Swiss Francs to U.S. Dollar Spot Exchange Rate, Jan 1980=100 (right)

180 320
160 280
= 240
e
=
£ 120 200_
=5 o
E ]
T -
< 100 160
o
4
2 &0 120
60 20
40 40
1975 1980 1085 1990 1995 2000 2005 2010 2015 2020

N e 2000

Sources: OECD; BLS; Board of Governors myf.red/g/Rrul



loxueL mavta n PPP;
2 NMHOVTLKEC AMOKALOELG YLa TTOAAOUG AOyouc:
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Elval Lo oxeon mou LoXUEL LOLKPOXPOVLAL.

Barriers to trade:

a Aoopol (tariffs) - mtooootwoelc (quotas)

Transport Costs

Tax Differences

Non-Traded goods:

a labor, housing, etc.

Imperfect information

Opoloyevn ayaba

2TOTLOTLKEC SLOPOPEC OTNV METPNON TWV ETUMEOWV T WV

JupunEpaopaL: Av Kal O€V lval VO TEAELO LETPO HETPNONG, N
PPP emutpemnel va SOUUE TNV HAKPOXPOVLIA TAON TWV
OUVOAAQYLOTIKWY LOOTLULWV.
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H Gtéu(ptcn METASU OVOMOOTIKWY KOL TIPOYHOATIKWY EEtllelles

lGO'tl|J.I.wV

- H ovopooTikni LooTipior elval N OXETLKN TLUN EVOC
VOULLOLOTOC EKPPACUEVOU OE HOVAOEC EVOC AAAOU
voulopatoc. Asv pac nAnpodopeL ya TNV ayopaoTLKN
SUvVON TOU EYXWPLOU VOULOUOTOC EKTOC TNG XWPOLC.

- H mpoayportikn tootipio f «0pot epmopiouv» ival ot
OXETIKEC TIMEC TWV ayaBwv petaéu duo xywpwv, SnAadn
o€ TL avaloyla Ta eyywpla ayaba avtaAAacoovtol pe
aAlobarma ayoBa.
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The Real FX Rate ECONOMICS

E—SW
- p

MpayuoTkn OvouOoTLKN OXETIKA eTtiMEed
LOOTLULOL LOOTLUL X TILWV

- H mpoypatikn LOOTLULO ELVOL I OVOLLAOTLKI LOOTLULLOL
NMOAAQTIAQLCLOLOLEVN LE TO AOYO TWV ETIMESWV TWV TIHWV P*/P.

- H mpoaypatikn tootiuia OELXVEL KATA TTOCO EVAL VOULLOULOL ELvVaLL
OXETIKA «PONVO» 1 «akpLBO»

- Otav HELWVETAL, TO eyxwpla ayabad yivovtal akpLBotepa 0 oXEON
LLE TOL ELOAYOLLEVA, EVW OTAV Elval avAveTal To yxwplo ayada
yivovtat ¢Onvotepa o oXEON LLE TA ELOAYOLEVAL.
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H duakpion HETOEY OVOUAOTIKWY ECONOMICS

KOlL T(POYMOATIKWV LOOTLULLWYV

*

E — S P? , real exchange rate = terms of trade

d Price of both goods in domestic currency

d EU:1burger=€5

O US:1burger=58

d  FXrate =0.8 euro per 1 dollar

d E=0.8€/S *S8/€5=1.28 US burgers per 1 EU burger

O  Terms of trade

@  With the price of 1 US UsSD EURO
you buy 1.28 in EU Big MacEU 6.25 5

O EU is more competitive Big Mac US 8 6.4

EUR/USD 0.8

1.28 1.28
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Mpoaypatikn Kot OVOUOOTIKA LOOTLHLOL ECONOMICS
ven/U.S. dollar, 1975-2010
¥350 |-

5 va00 | Y

A

S ¥2sor Y[

ch ¥200 |- '

T ¥150 |

o

E ¥100 |-

'g v50 L Y appreciates  What happens to the

> Real S stable price levels?

lo7s 1980 1985 1990 1995 2000 2005 2010

—— Nominal Exchange Rate =—— Real Exchange Rate

Source: Federal Reserve Bank of St. Louis, FRED database at http:/ /research.stlouisfed.org/fred2 /categories /95;
and Statistics Bureau of Japan at www.e-stat.go.jp/5SG1 /estat/ListE.do?bid=000001015979&cycode=0; accessed
September 30, 2010.
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Moapayovteg nmov emnpealovv ta FX rates ECONOMICS

HaKpompoOeoua

1 PPP
1 Trade barriers

o Tariffs - Aaopol

o Quotas — MoCooTWOELC
J MNoapaywykotnta

o Auénon =2 Noootnta auéAveTaLl =2 TLUN LELWVETOL =2
QVTOYWVLIOTIKOTNTO avéavetal 2> e€aywyec avéavovtal =2
avartipunon

o Melwon =2 Noocodtnta HELWVETAL =2 TLUN auéaveTol =2
QVTOY WVLOTIKOTNTO LLELWVETOL =2 £EAYWYEC LELWVOVTOL =
uTtoTiuNnoN
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HaKpompoOeoua

J KatovoaAwTtikd mpotumna
O ZATNon yXwpLwv Kot EEvwv ayabwv
o Au&non Intnong elcaywywyv — avénong {ntnong eéaywywv

J Tevika:
= KaBe allayn mou auvfavel TV eyxwpla {ntnon =2 avatipnon
= KaBe alAayn ou PELWVEL TNV gyxwptla {ATnon = UToTLunon
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