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Abstract

With the global stock markets unstable, foreign-exchange-option-linked
dual currency structure notes have become the popular products for wealth
management. Foreign-exchange-option-linked dual currency structure notes
have been involved with foreign exchange option and currency deposit.
Nonetheless, the risks inherent in the currency option should be discussed .
Therefore, this study uses cluster analysis to explore the information in Nasdag
index returns and interest spreads , to discover the returns and risks in foreign
exchange rates in term of “USD/AUD”, “USD/GBP”, and “EUR/AUD”.

After the analysis in this study, the conclusions of this study could be
summarized as following: Firstly , the proposals and strategies for the dual
currency structure notes should be based on the statuses of markets. With
market status showing higher stock returns but concerns for future economic
growth, the appropriate strategies should be built up on the concept of “short
USD, long AUD in near term”. When market status showing positive stock
returns and positive future economic growth, the appropriate strategies should
be built up on the concept of “short USD, long AUD in near term” or “short
USD, long GBP in near term”. With market status reflecting lower stock returns
but positive perspectives for future economic growth, the appropriate strategies
should be built up on the concept of “short EURO, long AUD in near term”, or
“short AUD, long USD in near term”. Based on the Mean/StDev , this study
suggests the wealth managers should design different portfolios under different
scenarios in foreign exchange rates, to generate best payoffs between the

investors and wealth managers.

Key words : Foreign-exchange-option-linked dual currency structure

notes ~ Cluster analysis ~ Interest spread
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Ao bat PRiERE AERRIRI TGl TRAFORS

TFtE B RERE o H e L3N F AR ~ H BE R E(Plain Vanilla
Option) » 48 4 § » § £ § » § 15 & % § » #ci=:E #% ## (Digital Option)
2 A 8 1 % 4 (Binary Option) ¢ 4+ R¥ i 4% i (Bet Option) » 3 i 4% £ 2 47
R ARSI B TERRELE ST OFTRE- BAFEA G
FEPF A VFRFH AN - R AFFRLPHR AT EEE
2R TRE - FRERPE 0 OF 2R AT AT F o
do EAJ M S eh  dp F AR x FE G B BR 7 Ak (Dual Currency Deposit;
DCD) % 7k it 23 540 & § HVERAE - 5 LB £ 2 REF KT A o
foF e TR NEREIEG IR GERL B TR AR
WEARBE D P RFFNAE N AR eI LT AT AT AR
ZAEEFIL R EEARE LR ARRES > PRI AR
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S TN e G SEEE A
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$- & EiRy

AFEL OB e d £ AL R % (USD/AUD) ~ £ & A E &
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»~

(USD/GBP) ~ & ~ & i® % (EUR/AUD) % = # % & » #F3t %2 ~ 5 R %
(USD/AUD) ~ % = # 343 (USD/GBP) ~ % =~ & i# % (EUR/AUD) % =~ 1% 3t &
LR R MERAGHASHTHE PREAT S OHPST
e o

M G F R PR R PR T e 2 RGN ZAFHER
HAA L TR AT SR RS L S R - R R
»z% = & - Arturo Estrella and Trubi(2006) %= 3 %71 > % & 10 & 8 = & )
FR2ERZ B EAEIE ) ZIERIAF Dy flapik o § A 12D
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o8 P10

A F A0 Y R @ 32 Minitab ~ Excel % #048 o ﬁlﬁi""‘ i%
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B ¥ 2 17 (Cluster Analysis) £ #5515 ¥ e ip] £ &% % ficse 12§
ARk @&ﬁm’*fiﬁﬁ*&ﬁm%%ﬁﬁmﬁ&ﬁ%k—
o BEHAT LEFTHRG M

& ¥~ 47 (Cluster Analysis)eh— 8 % > 1 & P eni kg Tl
W 285 J B3 s Fe o RER Y FLP LS
SR BE 0 SR ECRE U A Bk 2 BEE M IE L K| 2R .

B¥E 4T e e 25 A %3558 & K i (Hierarchical) 22 244 & i3
(Non-hierarchical ) » % & @ f > 2 hEFH A {7RIF 5 B PR
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o RaE AR R R LRl e Ap it - g > LT W
T Avig ARl WK T AT SRR o

ok ENE R ERE ST AL BT AT R BEEA
* A, HY K TR (K-Means) & £ o
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(Homogeneity) » @ 2 r B ¥ # & 5 3 & 0 & F 12
(Heterogeneity) o 7= gk & & = B3 T 4pi 3 2 FeoFle o
Fl& & 7 2R W% % dic(variables) & = - LR AN Ll
BB Bcdp B L% (2 (cases) & & -

FHOFTOANS B RENEREFAT > A EELAL Y
it fe im0
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o H1 &4 ZIERFERINMEE -

10. ﬂ\f-j L E SRR it > H A AoB 3-1 7 o B
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431 AT EF e phE Rls 47

USD/GBP USD/AUD
USD/AUD -0.197(0.000) NA
EUR/AUD -0.335(0.000) 0.849(0.000)

31 3 & o1 4] 3% Pearson correlation (P-Value)
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Histogram (with Normal Curve) of Spread_US_rate
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Histogram (with Normal Curve) of Nasdaq_price
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Time Series Plot of EUR/AUD
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Time Series Plot of USD/AUD
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Time Series Plot of USD/GBP
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Time Series Plot of GBP/USD_Put

GBP/USD_Put
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g AR 2 A(USD)A 2 piid ¢ | tg= ERF > Bl E 23407 TR (AUD) T
+Short £ ~ 2 /2% (USD/AUD)*t ®=E & 4 ¢ £ (Put) 2 RIZ » - 3 5 7 1 &
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R IR N AR E ) SRR F S M - E
BrHgNrL hOFEE - FHRIFIRERBIEINEL 2 G F o R
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USD#: fz #9148 FHE s 7 R 4918 4 = USD40,000

45 AUD38,461.54

ey * \
| /1

r 4 #14USD40,000
i S*%j’g%o 6] L | X F-USDR M
. | / | | Rz USD #&
| Spot exchange rate
) N\ - X
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Vo Xe=1.04 X1=1.0478 1 AUD= X USD
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18 35 o - 25
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Within Average Maximum

Cluster Distance Distance
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Spread_US_rate 0.0029 0.0274 0.0267 0.0187
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Summary for Spread_US_rate

Anderson-Darling Normality Test

A-Squared 15.64
P-Value < 0.005
Mean 0.027381
StDev 0.006331

Variance 0.000040
Skewness -0.14131
Kurtosis -1.25243
N 835

Minimum 0.013100
1st Quartile 0.021620
Median 0.027680
3rd Quartile  0.033180
Maximum 0.038600

95% Confidence Interval for Mean
0.026951 0.027811

95% Confidence Interval for Median
0.026687 0.028926

95% Confidence Interval for StDev
0.006041 0.006650
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T T T T T
0.00% 0.80% 1.60% 240% 3.20%
95% Confidence Intervals
Mean-| e
Median-| | i
T T T T T
2.70% 2.75% 2.80% 2.85% 290%

F4lERPIL2 B3 13 2 A+ 8k

S

2 |

Summary for Spread_US_rate
Cluster =2

N

T T T T T
0.00% 0.80% 1.60% 2.40% 3.20%

—— T

95% Confidence Intervals

Mean-| ; y

Median [ i

Anderson-Darling Normality Test

A-Squared 581
P-Value < 0.005
Mean 0.002907
StDev 0.005417
Variance 0.000029
Skewness 0.332280
Kurtosis -0.751820
N 677

Minimum -0.006010
Ist Quartile -0.001910
Median 0.002420
3rd Quartile 0.007055
Maximum 0.016750

95% Confidence Interval for Mean
0.002498 0.003315

95% Confidence Interval for Median
0.001720 0.002875

95% Confidence Interval for StDev

0.005143 0.005722
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Summary for Spread_US_rate

Cluster =3

Anderson-Darling Normality Test

A-Squared 519
P-Value < 0.005
Mean 0.026818
StDev 0.006627
Variance 0.000044
Skewness -0.297623
Kurtosis -0.274889
N 420

0.00%

0.80% 1.60% 2.40%

®

— T

Minimum -0.000900
1st Quartile 0.021143
Median 0.026555
3rd Quartile 0.032965
Maximum 0.038230

95% Confidence Intervals

Mean—]

Median—

95% Confidence Interval for Mean
0.026182 0.027453

95% Confidence Interval for Median
0.025699 0.027416

95% Confidence Interval for StDev
0.006207 0.007109
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Summary for Nasdaq_price_return

Anderson-Darling Normality Test

A-Squared 38.82
P-Value < 0.005
Mean 0.008789
StDev 0.012043
Variance 0.000145
Skewness 28133
Kurtosis 14.2240
N 835

Minimum -0.004004
1st Quartile 0.001259
Median 0.005549
3rd Quartile 0.013000
Maximum 0.118059

95% Confidence Interval for Mean
0.007971 0.009607

95% Confidence Interval for Median
0.004933 0.006517

95% Confidence Interval for StDev
0.011491 0.012650

Cluster = 1
-9.00% -6.00% 3.0 -0.00% 3.00% 6.00%

o on

95% Confidence Intervals
Mean=] e
Medim| ~F——@——
T T T

0.50% 0.70% 0.80%

B 4-4 Nasdaq 4p #fFpr 5 2 3 1 2

32

S F A F 2 gt s T

T

=

=3

[e=3

‘g;




Summary for Nasdaq_price_return

Cluster =2

-9.00% -6.00% -3.00% -0.00% 3.00% 6.00% 9.00% 12.00%

m—] T —w»

95% Confidence Intervals

Mean-| !

Median k i

T T T T T
0.00% 0.04% 0.08% 0.12% 0.16%

Anderson-Darling Normality Test
A-Squared 1.09
P-Value 0.007
Mean 0.000377
StDev 0.008106
Variance 0.000066
Skewness -0.055640
Kurtosis 0.398749
N 677
Minimum -0.023508
1st Quartile -0.004819
Median 0.000703
3rd Quartile 0.005491
Maximum 0.029614

95% Confidence Interval for Mean
-0.000235 0.000989

95% Confidence Interval for Median
0.000191 0.001425

95% Confidence Interval for StDev
0.007696 0.008563
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Summary for Nasdaq_price_return
Cluster =3
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Anderson-Darling Normality Test
A-Squared 19.36
P-Value < 0.005
Mean -0.016926
StDev 0.013001
Variance 0.000169
Skewness -2.21181
Kurtosis 717113
N 420
Minimum -0.091424
Ist Quartile -0.021117
Median -0.013346
3rd Quartile -0.007740
Maximum -0.004241

95% Confidence Interval for Mean
-0.018172 -0.015679

95% Confidence Interval for Median
-0.014933 -0.012137

95% Confidence Interval for StDev
0.012177 0.013945
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Histogram of 37052 3 (USD/AUD)E B ERF 2
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Histogram of 3570 83555 (USD/GBP) S R IEFI 2
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Histogram of 3570 RIEEHF(USD/GBP)F BRI FI2E
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