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ABSTRACT 

       According to huge transactions between countries and globalization has led to an 

increase in foreign exchange transactions in international markets. Many types of 

risks should be considered by firms but few of risks can cause losses as much as 

foreign exchange risk. Developing of new modern technique for hedging the 

exchange rate risk necessary for sustainability of the business. This paper is using 

Bloomberg professional data base for analyzing data about different currency options. 

The objective of this paper will discuss the options contracts used in managing 

exchange rate risk and the effect of exchange rate on currency options.  
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INTRODUCTION 
 

          Foreign exchange risk is important component of financial risk management in 

contemporary global business environment firms, irrespective of their location are 

affected by the moment in the exchange rate and it is necessary to minimize the 

impact of exchange rate on the returns of firms. For each multinational firms 

exchange rate is one of the most important price should consider in their business, it 

affects all other prices. These firms always have the risk in appreciation and 

depreciation in rate of exchange the currency. Managing exchange rate risk incur is 

effected in reduce a firm’s attenuating circumstances from exchange rate changes, 

which directly can affect the asset value and margins of profit in firms. There are 

many techniques used in managing the risk of exchange rate risk such as swaps, 

forward contract, future contract and options. One of the common used tools is 

options which is a contract gives the right not obligation in execution of buying or 

selling in fixed price which allows arbitrary correlation between changes in exchange 

rate and profit margin it creates asymmetric hedges and at maturity, options offer a 

choice where to deliver it also cost a premium. The option thus protects against negative 

moves in the exchange rate without taking off the benefit from advantage movements this 

study will discuss applications of options in managing exchange rate risk to reduce 

their exposure to variations. The aim of the study is to understand the application of 

derivatives in foreign exchange rate management. The objective will be to apply 

options in managing exchange risk. This study is important in that it will help 

business and investors in using options to manage foreign exchange risk. 

 

  



6 
 

LITERATURE REVIEW 

INTRODUCTION TO CURRENCY OPTIONS  
 

       In recent paper done by university of Colorado 2002  ''Foreign currency options 

are instruments that allow investors to achieve linear payoffs.it is a contract give the 

option buyer the right, but not the obligation, to buy or sell a fixed amount of foreign 

exchange at a fixed price per unit for a specified time period. A call is an option to 

purchase foreign currencies and a put option is an option to sell foreign currencies. 

Foreign currency options can be purchased over-the-counter (flexible) or on an 

organized exchange (standardized). They specify a strike or exercise price and a 

premium. A European option can only be exercised on the expiration day, while an 

American option can be exercised up to the expiration day. In general, the holder will 

not exercise early if the payoff is not positive and will not exercise when the option's 

market value exceeds its immediate exercise value because, under these 

circumstances, it would be better to sell the option than to exercise it. Buying a call is 

like placing a bet that the spot rate at maturity is above the strike price. Buying a put 

is like placing a bet that the spot rate will be below the strike price. Purchasing a 

premium is like purchasing insurance against adverse realizations. For speculation, 

the potential gains are unlimited, while the maximum losses are the premiums paid. 

The value of an option is the sum of its intrinsic value and its time value. The Intrinsic 

value is the financial gain if the option is exercised immediately. The Time value of 

an option exists because the price of the underlying currency, the spot rate, can 

potentially move further in the money between the present time and the option's 

expiration date. The pricing of a currency option combines 6 elements. The premium 

is based on: the forward rate, the current spot rate, the time to maturity, the volatility 
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of the underlying asset, the home and foreign interest rates, and the strike 

price.''(university of Colorado,2002)  

Table 1 Source: Annual Reports and Financial Statements for 2006     

       In analyzing reports of European companies according to Bjorn Dohring " Out of 

the 33 firms analyzed, 22 refer to natural hedges. However, this issue is not 

systematically covered in Annual Reports and financial statements, so the share of 

firms actually using natural hedges might be higher. In most cases, firms report 

matching foreign assets with foreign liabilities and foreign revenues with payables in 

foreign currency. For example, foreign subsidiaries are financed with local debt or 

inter-company loans denominated in their functional currency to offset translation 

risk. Similarly, foreign 15 subsidiaries try to match the currency denomination of their 

costs and revenues. In itself, a network of foreign subsidiaries with exposures to a 

variety of currencies provides a certain diversification of exchange rate risk, and thus 

reduces the sensitivity to movements in a particular exchange rate pair." (Bjorn 

Dohring, 2008) 
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The following table shows the increase in numbers of options over the years: 

  YEAR                                                         2004          2005           2006 

 

 
Table 2 source: BIS Quarterly Review June 2007  
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Currency Options strategies  
 

       Daniel Armeanu and Florentina-Olivia Bãlu discussed in their research about the 

different strategies "From multiple strategies options used by companies or financial 

institutions, in this paper we will present: 

 A) Simple type currency options: 

 A.1) Currency CALL: An option which gives the option buyer the right to purchase 

(go long) a particular currency at a specific rate. If the buyer exercises the call option, 

he will acquire a long currency position and someone who has sold an option will be 

assigned a short currency position at the same time. 

A.2) Currency PUT: An option which gives the option buyer the right to sell (go 

short) a currency and someone who has sold an option will be assigned a long 

currency position at the same time.  

 

 

Figure1             Figure 2  
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B) the most used strategies options in forex market: SPREAD (BULL SPREAD and 

BEAR SPREAD) COMBINATION (STRADDLE, STRANGLE, STRIP and 

STRAPS) 

B.1) SPREAD: A spread is an option trading strategy that involves taking a position 

in two or more options of the same type (example two or more calls or two or more 

puts). Spread option trading strategies can be created with either all calls or all puts, 

and be bullish or bearish. A family of currency spreads involving:  

• options of the same currency,   

• same expiration month,  

•  Different strike prices.  

The call with the lower strike price will always be purchased at a price greater than 

the offsetting premium received from writing the call with the higher strike price. 

 The put with the higher strike price will always be purchased at a price greater than 

the offsetting premium received from writing the put with the lower strike price. 

 B.1.1) BULL SPREAD: is one of the most popular type of spread and it can be 

created by: 

• buying a call option on a currency with a certain strike price (E1 ) and   

• selling a call option on the same currency with a higher strike price (E2 )   

• both options have the same expiration date   

• Price of purchased call option (C1) is higher than price of writing call (C2). 

 Both the buy and the sell sides of this spread are opening transactions, and are always 

the same number of contracts. This is a BULL CALL SPREAD. 
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                                     Figure 3           Figure 4 

 (Daniel Armeanu,Florentina-Olivia Bãlu. 2012)  

relationship between the prices of European calls and European puts  

 

       According to Orlin Grabbe Here we derive a relationship between the prices of 

European calls and European puts. Consider the following two portfolio strategies: 

Strategy A: 1. Buy, at a domestic currency price of p (S (t),X,t, T), a put option on one 

unit of foreign currency, with exercise price X. 

Strategy B: 1. Issue a foreign-currency-denominated discount bond at B* (/,T) and 

sell the foreign currency for S(t)B * (t,T). 2. Buy X domestic discount bonds at a price 

or B(t) each, for a total domestic currency amount of XB (t). 3. Buy, at a domestic 

currency price of c (S (t),X,t, T), a European call option on one unit of foreign 

currency, with an exercise price of X. Total domestic currency investment: c-- SB * + 

XB. At time t+ T the spot exchange rate S (t+ T) will be such that either S (t+ T) < X 

or S (t+ T) ~> X. In each case, since p (S (t+ T),X, T,0) = max (0,X-- S (t+ T)), the 

strategies will have the payoffs: 
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Since each strategy gives the same payoff, each must cost the same in equilibrium. 

Hence 

(5) p(S(t),X,t,T) = c(S(t),X,t,T)--S(t)B*(t,T)+XB(t,T)  

Thus the price of a European put is totally determined by the price of the 

corresponding European call, the spot exchange rate, and the prices of discount bonds 

denominated in the two currencies. Equation (55 is the put-to-call conversion equation 

for European FX options. (Orlin Grabbe, 1983) 

 

American Options  
 

       according to Orlin Grabbe  "If c(t) is the price of a European FX call expiring at 

t+ T, then the price C(t) of an American call expiring at t+ T satisfies the inequality 

 

A pricing equation for the European call c(t) was derived in the previous section. The 

American price will be strictly greater than this European price only if the additional 

constraint <11> is binding. That is, 

 

But it is clear that S(t)--X>c(t) for sufficiently large S. To see this, note that as 
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S--+oo, c(t)=SB*N(d1)--XBN(d2)-+SB*--XB. But S--X>SB*--XB for S>X(1--B)/(1-

-B*). Thus we know that C(t)>c(t). Now an exercised option always has a value of 

S— 

X. Thus, if an American option is rationally exercised prematurely when the exchange 

rate is S,, we must have the relation 

 

But we know there is a positive probability of premature exercise, because if an 

American option were always exercised only at exp*ration it would be 

indistinguishable from, and hence priced the same as, a European option. But C(t) > 

c(t), so it follows that an S,(t) always exists such that for S(t)>S,(t) the call will be 

worth more exercised than held. The American call therefore satisfies for 0 ≤ S ≤ S,. 

and has as additional boundary conditions we see that an American put will be 

exercised prior to expiration for a sufficiently low value of S (relative to X), namely 

for S < S', (t),where S" (t) satisfies the relation 

 

At present, a simple solution for C (t) or P (t)) is not known. However, approximate 

solutions may be found numerically by following procedures similar to those used to 

calculate American put prices for stock options. Geske and Johnson (1982) compare 

the efficiency of three approaches to the latter problem-- namely numerical 

integration, a binomial approximation, and a type of polynomial approximation to an 

infinite". (Orlin Grabbe, 1983), (Geske,R. ,H.E. Johnson. 1982) 
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METHODOLOGY  
 

       There are two major type of research forming and there is a form of combination 
of two: 

i. Quantitative research 

It is used to study problems that require a description of trends or an explanation of 

the relationship among variables. The data collection consists of collecting data on 

instruments identified prior to the study, Gathering numeric data or collecting 

information from a large number of individuals. In quantitative research Data analysis 

consists of statistical analysis, Data analysis involves comparing group differences, or 

relating variables or interpretation compares results with prior predictions and past 

research 

ii. Qualitative research 

Qualitative researchers use 3 main techniques to collect their data: 

° Observing people as they go about their daily activities and recording what they 

do 

° Conducting in-depth interviews with people about their views, opinions, attitudes, 

values, and their experiences 

° Analyzing documents and other forms of documentation 

iii. Mixed-method research  

Is combination between quantitative and qualitative research. 

An instrument is the device that the researcher uses to collect data. Data refers to the 

information researchers obtain on the subjects of their research. Instrumentation refers 

to the whole process of preparing to collect data.  
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Data-collection Instruments: 

1. Interviews  

It is the careful asking of relevant questions. Interviewing is an important way for a 

researcher to check the accuracy of (to verify or refute) the impressions he/she has 

gained through observation.  The purpose of interviewing people is to find out what is 

on their minds- what they think or how they feel about something.  

There are 3 types of interviews: structured, semi-structured, and unstructured.  

Structured and semi-structured interviews are verbal questionnaires. Rather formal, 

they consist of a series of questions designed to elicit specific answers from 

respondents. In structured interviews, a researcher cannot change the structure of the 

questions. However, in semi-structured, the researcher has flexibility to add or delete 

some questions without disrupting the structure of the interview. Unstructured 

interviews are much less formal. They tend to resemble casual conversations. They do 

not involve any specific type or sequence of questions. The primary intent is to find 

out what people think and how the views of one individual compare with those of 

another. 

2. Observation 

There are 4 different roles that a researcher can take, ranging on a continuum from 

complete participant to complete observer.  

 Participant Observation  

° When a researcher takes on the role of a complete participant in a group, his/her 

identity is not known to any of the individuals being observed. *likely to produce 

more valid observations, but often criticized on ethical grounds.  
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° When a researcher chooses the role of a participant-as-observer, he/she 

participates fully in the activities of the group being studied, but also makes clear 

that he/she is doing research. 

 Non-Participant Observation  

Researchers are not directly involved in the situation they are observing. When a 

researcher takes on the role of a complete observer, he/she observes the activities of a 

group without in any way participating in those activities.  

 Naturalistic Observation  

It involves observing individuals in their natural settings. The researchers makes no 

effort to manipulate variables or control. 

 Simulations  

To investigate certain variables, researchers sometimes will create a situation and ask 

subjects to act out, or simulate certain roles. In simulation, the researcher tells the 

subjects what to do but not how to do it.  

The process of observing: 

∗ Select a site to observe that can help you understand a certain phenomenon.  

∗ Ease into the site slowly familiarizing yourself with the site. 

∗ Identify who or what you want to observe, and for how long. 

∗ Determine your role as an observer. 

∗ Conduct multiple observations over time. 

∗ Design some means of collecting notes during an observation. 



17 
 

∗ Consider what information you will record during your observation. Will you 

record the activities of the teacher, student, or interaction between the teacher and 

student? 

∗ Record descriptive and reflective notes.  

∗ Make yourself known but remain unobtrusive.  

∗ After observing slowly withdraw from the site. 

3. Questionnaires 

 A questionnaire is an instrument that enables a researcher to collect primary data 

about a topic of particular interest to the researcher. In a questionnaire, a participant 

responds to the questions either by writing or marking an alternative answer from a 

previously prepared list. Questionnaires can be emailed or given to a large number of 

people at the same time. However, if a participant misunderstands a question, the 

researcher cannot clarify it. A questionnaire should have a clear purpose, include what 

is needed to meet the purposes, ask the most appropriate kinds of questions and elicit 

the most appropriate kinds of data to answer the research purposes and sub-questions. 

There are two Types of questionnaire items first is Closed-ended questions prescribe 

the range of responses from which the respondent may choose. They are quick to 

complete and code. However, they do not enable the respondents to add any remarks 

and explanations to the categories. Multiple choice questions and Rating scales. 

Second is Open-ended questions allow for more individual responses (enable 

respondents write a free response in their own terms). But the responses are difficult 

to code and classify. 
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Research methodology 

  
       This study will use different risk management tactics with options. In addition the 

data on the exchange rate and options will be obtain from Bloomberg professional 

data base this research methodology called secondary data collection method. 

 According to Business jargons website “There are several external sources from 

where the secondary data can be collected. These are: 

• Government censuses, like the population census, agriculture census, etc. 

• Information from other government departments, like social security, tax records, etc. 

• Business journals 

• Social Books 

• Business magazines 

• Libraries 

• Internet, where wide knowledge about different areas is easily available. 

The secondary data can be both qualitative and quantitative. The qualitative data can 

be obtained through newspapers, diaries, interviews, transcripts, etc., while the 

quantitative data can be obtained through a survey, financial statements and statistics. 

One of the advantages of the secondary data is that it is easily available and hence less 

time is required to gather all the relevant information. Also, it is less expensive than 

the primary data. But however the data might not be specific to the researcher’s needs 

and at the same time is incomplete to reach a conclusion. Also, the authenticity of the 

research results might be skeptical." (http://businessjargons.com) 

http://businessjargons.com/
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This paper depended on Bloomberg professional data base. Bloomberg is considered 

large data base "Most large financial firms have subscriptions to the Bloomberg 

Professional service. Many exchanges charge their own additional fees for access to 

real time price feeds across the terminal." (https://en.wikipedia.org) 

Data and numbers export from Bloomberg to excel using personal user. data will be 

used by weekly period to know more detailed information. The data needed is 

exchange rate for five storage and effective currency in the world which is USD, 

GBP, JPY, EUR and AUD also will export a data for currency options to see the 

effect of changing in exchange rate on currency options. As well as using line chart to 

make this changes clear. 

The following is an information about used currencies: 

currency  
 

classification / official FX rate Operated by the 
central bank  

Forward 
exchange 
market  

On money 
market 
instruments  

Official cover of 
forward 
operations 

AUD 
 

FREE FLOATING / YES NO Yes  NO  NO 

JPY  
 

FREE FLOATING/ NO NO YES NO NO 

USD 
 

FREE FLOATING/ NO NO YES YES NO 

GBP  
 

FREE FLOATING/ NO NO YES YES NO 

EUR 
 

FREE FLOATING /- - - - - 

 

What is expected to know after processing data? 

- Does change in exchange rate effect the currency option?  
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FINDING AND DISCUSSION 
 

Here is some data for Australian dollar against Japanese yen for currency and option 

value per weekly exported from Bloomberg    

Security AUDJPYV1M BGN 
Currency 

Security AUDJPY BGN 
Currency 

Start Date 12/18/2015 0:00 Start Date 12/18/2015 0:00 
End Date 12/16/2016 0:00 End Date 12/16/2016 0:00 

Period W Period W 
Pricing Source BGN Pricing Source BGN 

Date PX_LAST Date PX_LAST 
12/16/2016 11.32 12/16/2016 86.148 

12/9/2016 11.03 12/9/2016 85.902 
12/2/2016 12.35 12/2/2016 84.641 

11/25/2016 12.905 11/25/2016 84.288 
11/18/2016 14.6825 11/18/2016 81.382 
11/11/2016 14.4075 11/11/2016 80.516 

11/4/2016 13.68 11/4/2016 79.135 
10/28/2016 11.7275 10/28/2016 79.606 
10/21/2016 11.5425 10/21/2016 78.958 
10/14/2016 13.5675 10/14/2016 79.325 

10/7/2016 14.45 10/7/2016 78.083 
9/30/2016 13.295 9/30/2016 77.617 
9/23/2016 11.6225 9/23/2016 77.033 
9/16/2016 13.35 9/16/2016 76.598 

9/9/2016 12.9625 9/9/2016 77.438 
9/2/2016 13.0575 9/2/2016 78.677 

8/26/2016 14.315 8/26/2016 77.023 
8/19/2016 12.77 8/19/2016 76.438 
8/12/2016 11.645 8/12/2016 77.522 

8/5/2016 12.57 8/5/2016 77.576 
7/29/2016 13.8425 7/29/2016 77.527 
7/22/2016 18.805 7/22/2016 79.209 
7/15/2016 18.335 7/15/2016 79.475 

7/8/2016 17.495 7/8/2016 76.097 
7/1/2016 16.985 7/1/2016 76.854 

6/24/2016 19.215 6/24/2016 76.311 
6/17/2016 18.2125 6/17/2016 76.981 
6/10/2016 17.55 6/10/2016 78.886 

6/3/2016 15.81 6/3/2016 78.49 
5/27/2016 14.265 5/27/2016 79.283 
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5/20/2016 15.0075 5/20/2016 79.556 
5/13/2016 15.735 5/13/2016 78.99 

5/6/2016 15.82 5/6/2016 78.909 
4/29/2016 15.7925 4/29/2016 80.969 
4/22/2016 15.1675 4/22/2016 86.169 
4/15/2016 15.155 4/15/2016 84.008 

4/8/2016 15.28 4/8/2016 81.63 
4/1/2016 13.3675 4/1/2016 85.686 

3/25/2016 13.5525 3/25/2016 84.892 
3/18/2016 13.925 3/18/2016 84.862 
3/11/2016 15.375 3/11/2016 86.126 

3/4/2016 15.47 3/4/2016 84.629 
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The following table shows the exchange rate for EUR and USD through this year 

Security EURUSDV3M BGN 
Currency 

Security EURUSD BGN 
Currency 

Start Date 12/18/2015 0:00 Start Date 12/18/2015 0:00 
End Date 12/9/2016 0:00 End Date 12/9/2016 0:00 

Period W Period W 
Pricing Source BGN Pricing Source BGN 

Date PX_LAST Date PX_LAST 
12/9/2016 10.095 12/9/2016 1.0561 
12/2/2016 10.085 12/2/2016 1.0664 

11/25/2016 9.4675 11/25/2016 1.0589 
11/18/2016 10.0225 11/18/2016 1.0588 
11/11/2016 9.0225 11/11/2016 1.0855 

11/4/2016 8.8875 11/4/2016 1.1141 
10/28/2016 8.115 10/28/2016 1.0985 
10/21/2016 8.45 10/21/2016 1.0884 
10/14/2016 8.2725 10/14/2016 1.0972 

10/7/2016 8.5175 10/7/2016 1.1201 
9/30/2016 8.36 9/30/2016 1.1235 
9/23/2016 8.1875 9/23/2016 1.1226 
9/16/2016 8.5975 9/16/2016 1.1155 

9/9/2016 8.305 9/9/2016 1.1233 
9/2/2016 8.36 9/2/2016 1.1156 

8/26/2016 8.325 8/26/2016 1.1198 
8/19/2016 8.0975 8/19/2016 1.1325 
8/12/2016 8.1075 8/12/2016 1.1162 

8/5/2016 7.8625 8/5/2016 1.1086 
7/29/2016 7.9125 7/29/2016 1.1174 
7/22/2016 8.61 7/22/2016 1.0977 
7/15/2016 8.395 7/15/2016 1.1035 

7/8/2016 9.07 7/8/2016 1.1051 
7/1/2016 9.295 7/1/2016 1.1136 

6/24/2016 11.675 6/24/2016 1.1117 
6/17/2016 10.105 6/17/2016 1.1277 
6/10/2016 10.42 6/10/2016 1.1251 

6/3/2016 8.415 6/3/2016 1.1367 
5/27/2016 8.515 5/27/2016 1.1115 
5/20/2016 9.5025 5/20/2016 1.1224 
5/13/2016 9.805 5/13/2016 1.1309 

5/6/2016 9.965 5/6/2016 1.1404 
4/29/2016 9.61 4/29/2016 1.1451 
4/22/2016 9.99 4/22/2016 1.1222 
4/15/2016 10.465 4/15/2016 1.1284 

4/8/2016 10.82 4/8/2016 1.1399 
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4/1/2016 10.185 4/1/2016 1.1391 
3/25/2016 10.24 3/25/2016 1.1167 
3/18/2016 9.47 3/18/2016 1.127 
3/11/2016 9.935 3/11/2016 1.1156 

3/4/2016 10.805 3/4/2016 1.1005 
2/26/2016 10.825 2/26/2016 1.0934 
2/19/2016 10.825 2/19/2016 1.113 
2/12/2016 11.165 2/12/2016 1.1256 

2/5/2016 10.255 2/5/2016 1.1158 
1/29/2016 10.1825 1/29/2016 1.0831 
1/22/2016 10.0525 1/22/2016 1.0796 
1/15/2016 10.23 1/15/2016 1.0916 

1/8/2016 10.255 1/8/2016 1.0922 
1/1/2016 9.93 1/1/2016 1.0856 

12/25/2015 10.1375 12/25/2015 1.096 
12/18/2015 10.08 12/18/2015 1.0868 
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Security  

GBPUSDV6M BGN 
Currency 

 
Security  

GBPUSD BGN 
Currency 

Start Date 12/18/2015 0:00 Start Date 12/18/2015 0:00 
End Date 12/16/2016 0:00 End Date 12/16/2016 0:00 

Period W Period W 
Pricing Source BGN Pricing Source BGN 

Date PX_LAST Date                                              PX_LAST 
12/16/2016 10.8775 12/16/2016 1.2496 

12/9/2016 10.84 12/9/2016 1.2572 
12/2/2016 10.7475 12/2/2016 1.2729 

11/25/2016 10.83 11/25/2016 1.2477 
11/18/2016 11.09 11/18/2016 1.2342 
11/11/2016 11.1925 11/11/2016 1.2596 

11/4/2016 11.47 11/4/2016 1.2517 
10/28/2016 11.395 10/28/2016 1.2185 
10/21/2016 11.665 10/21/2016 1.2234 
10/14/2016 12.2025 10/14/2016 1.2191 

10/7/2016 11.385 10/7/2016 1.2434 
9/30/2016 10.28 9/30/2016 1.2972 
9/23/2016 10.27 9/23/2016 1.2966 
9/16/2016 9.815 9/16/2016 1.3002 

9/9/2016 9.1125 9/9/2016 1.3267 
9/2/2016 9.89 9/2/2016 1.3294 

8/26/2016 10.2225 8/26/2016 1.3137 
8/19/2016 10.295 8/19/2016 1.3075 
8/12/2016 10.225 8/12/2016 1.292 

8/5/2016 9.715 8/5/2016 1.3073 
7/29/2016 10.11 7/29/2016 1.323 
7/22/2016 11.935 7/22/2016 1.3109 
7/15/2016 12.135 7/15/2016 1.3192 

7/8/2016 12.8225 7/8/2016 1.2954 
7/1/2016 13.24 7/1/2016 1.3267 

6/24/2016 13.635 6/24/2016 1.3679 
6/17/2016 13.685 6/17/2016 1.4358 
6/10/2016 13.185 6/10/2016 1.4257 

6/3/2016 12.405 6/3/2016 1.4518 
5/27/2016 11.0775 5/27/2016 1.4623 
5/20/2016 12.0825 5/20/2016 1.4502 
5/13/2016 13.2225 5/13/2016 1.4365 

5/6/2016 12.0725 5/6/2016 1.4427 
4/29/2016 11.29 4/29/2016 1.4612 
4/22/2016 12.995 4/22/2016 1.4403 
4/15/2016 13.865 4/15/2016 1.4202 

4/8/2016 14.145 4/8/2016 1.4128 
4/1/2016 13.59 4/1/2016 1.4227 

3/25/2016 13.72 3/25/2016 1.4132 



25 
 

3/18/2016 12.655 3/18/2016 1.4476 
3/11/2016 12.2225 3/11/2016 1.4382 

3/4/2016 12.85 3/4/2016 1.4229 
2/26/2016 13.405 2/26/2016 1.3871 
2/19/2016 11.5675 2/19/2016 1.4406 
2/12/2016 11.24 2/12/2016 1.4503 

2/5/2016 10.235 2/5/2016 1.4503 
1/29/2016 9.64 1/29/2016 1.4244 
1/22/2016 9.5125 1/22/2016 1.4265 
1/15/2016 9.535 1/15/2016 1.4258 

1/8/2016 8.83 1/8/2016 1.4517 
1/1/2016 9.435 1/1/2016 1.4746 

12/25/2015 9.47 12/25/2015 1.4913 

 

 

  



26 
 

Security USDJPYV1Y BGN 
Currency 

Security USDJPY BGN 
Currency 

Start Date 12/18/2015 0:00 Start Date 12/18/2015 0:00 
End Date 12/16/2016 0:00 End Date 12/16/2016 0:00 

Period W Period W 
Currency JPY Pricing Source BGN 

Pricing Source BGN 
Date PX_LAST Date PX_LAST 

12/16/2016 12.1025 12/16/2016 117.93 
12/9/2016 11.9125 12/9/2016 115.32 
12/2/2016 12.0825 12/2/2016 113.51 

11/25/2016 12.26 11/25/2016 113.22 
11/18/2016 12.06 11/18/2016 110.91 
11/11/2016 11.71 11/11/2016 106.65 

11/4/2016 11.3275 11/4/2016 103.12 
10/28/2016 10.875 10/28/2016 104.74 
10/21/2016 10.685 10/21/2016 103.8 
10/14/2016 11.3 10/14/2016 104.18 

10/7/2016 11.1775 10/7/2016 102.98 
9/30/2016 11.3975 9/30/2016 101.35 
9/23/2016 10.795 9/23/2016 101.02 
9/16/2016 11.3425 9/16/2016 102.29 

9/9/2016 11.5375 9/9/2016 102.69 
9/2/2016 11.425 9/2/2016 103.92 

8/26/2016 11.83 8/26/2016 101.84 
8/19/2016 11.61 8/19/2016 100.22 
8/12/2016 11.1025 8/12/2016 101.3 

8/5/2016 10.985 8/5/2016 101.82 
7/29/2016 10.93 7/29/2016 102.06 
7/22/2016 11.735 7/22/2016 106.13 
7/15/2016 11.915 7/15/2016 104.88 

7/8/2016 11.95 7/8/2016 100.54 
7/1/2016 11.2175 7/1/2016 102.52 

6/24/2016 11.74 6/24/2016 102.22 
6/17/2016 11.2425 6/17/2016 104.16 
6/10/2016 11.21 6/10/2016 106.97 

6/3/2016 10.83 6/3/2016 106.53 
5/27/2016 10.355 5/27/2016 110.31 
5/20/2016 10.6 5/20/2016 110.15 
5/13/2016 11.02 5/13/2016 108.63 

5/6/2016 10.865 5/6/2016 107.12 
4/29/2016 11.1575 4/29/2016 106.5 
4/22/2016 10.77 4/22/2016 111.79 
4/15/2016 10.72 4/15/2016 108.76 
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4/8/2016 10.84 4/8/2016 108.07 
4/1/2016 9.7925 4/1/2016 111.69 

3/25/2016 10.3 3/25/2016 113.08 
3/18/2016 10.165 3/18/2016 111.55 
3/11/2016 10.77 3/11/2016 113.86 

3/4/2016 10.5425 3/4/2016 113.74 
2/26/2016 11.275 2/26/2016 114 
2/19/2016 11.54 2/19/2016 112.63 
2/12/2016 11.42 2/12/2016 113.25 

2/5/2016 10.1475 2/5/2016 116.87 
1/29/2016 9.62 1/29/2016 121.14 

 

After analyzing the data of different currencies and options I came out with the 

following:  

- Most firms use exchange rate options as least on occasional basis, in particular 

to hedge uncertain/ estimated future cash flows. Maturities are strongly 

concentrated in the segment up to 12 months. 

- Most times there is an affect on options caused by changing exchange rate 

even if decrese or increase  



28 
 

CONCLOUSION AND RECOMMENDATIONS  
 

Financial derivatives have today become standard tools for hedging the risks related 

to exchange rates, interest rates or commodities prices. This paper discussed hedging 

instruments and hedging design and surveys the literature on the use of hedging  

Overall, this paper suggests the investors and firms to have instruments at hand to 

protect themselves against currency appreciation and that they make ample use of 

them. This has probably contributed to the simultaneous strength of industrial exports 

and corporate profits in the face of the appreciation over the past years. However, the 

scope for managing medium-term economic risk is more limited than that for 

managing short-term variations of the exchange rate.  
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