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1—a OCNYX (2005 7 21 —2011 3 21 )
CNYX A CNYX B EUR GBP HKD JPY KRW SGD TWD USD
(%) 2.5399%  2.4464%  —1.1194 —4.5955 —3.9637  2.0312  —3.2216  1.0607  —2.3658 —3.9839
(%) 4.1600%  4.0388%  10.4490  10.6798 1. 8030 11.6218  17.6898  5.3507 5. 1656 1. 6775
0.6106 0.6057  —0.1071 —0.4303 —2.1984  0.1748  —0.1821  0.1982  —0.4580 —2.3749
CNYX A 1 0.9990  —0.3554 —0.7914  —0.9503  0.3735  —0.8842 —0.4520 —0.8809 —0.9495
CNYX B 0. 9990 1 —0.3501 —0.7878  —0.9506  0.3708  —0.8818 —0.4472 —0.8793 —0.9498
EAFE —0.5077  —0.5030  0.1999 0.1603 0.0047  —0.2139  0.1354 0.2772 0.0805  0.0218
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1—b CNYX (2005 21 —2011 3 21 )
CNYX A CNYX B AUD CAD CHF ILS NOK NZD RUB SEK
Y% 2.5399 2. 4464 1.1378 0.2493 1. 8380 0. 4405 —0.8333 —2.3099 —3.4118 —0. 1437
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EURO EUROPE F— EAST WORLD JPI S JPI M JPI L
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3—a OCNYX B, (2005 7 21 —2011 3 21 )
1 2 1&CNYX 2&.CNYX 1& CNYX 2&. CNYX
%) 16. 5554 17. 7419 13.7336 14. 6828 14. 5866 15. 5357
%) 16. 6747 16. 6965 13. 3688 13. 3893 13. 3628 13. 3831
0.9928 1.0626 1.0273 1.0966 1.0916 1.1608
3—b CNYX B. (2005 7 21 —2011 3 21 )
; A 3 & 4 & 5 & 3 & 4 & 5 &
CNYX CNYX CNYX CNYX CNYX CNYX
%) 2.9874 2. 3820 2. 8066 2.7169 2.4142 2.6265 4.8492 4.5465 4.7588
(%) 10. 8533 13.9468 13.0577 5.7061 7.1509 6.7269 5.6414 7.1014 6.6736
0.2752 0.1708 0.2149 0.4761 0. 3376 0. 3904 0. 8596 0.6402 0.7131
4 (2005 7 21 —2011 3 21 )
CNYX Basket EUR GBP HKD JPY KRW SGD TWD USDh
(%) 2. 4464 —2.0655 —1.1194 —4.5955 —3.9637 2.0312 —3.2216 1. 0607 —2.3658 —3.9839
(%) 4,0388 4.3949 10. 4490 10. 6798 1. 8030 11.6218 17. 6898 5.3507 5.1656 1.6775
0. 6057 —0.4700 —0.1071 —0.4303 —2.1984 0.1748 —0.1821 0.1982 —0.4580 —2.3749
CNYX Basket EUR GBP HKD JPY KRW SGD TWD USD
%) 6.7110 3.2084 10. 9963 8. 1687 —1. 8507 15. 0841 10. 2839 6.9924 3. 3845 —2.0384
%) 3.6384 3. 9540 9.4617 9.6114 1.5785 10. 6090 16. 0498 4. 8636 4.6874 1.4528
1. 8445 0.8114 1.1622 0. 8499 —1.1725 1.4218 0.6407 1.4377 0.7221 —1.4031
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5 (2005 7 21 —2011 3 21
A B A B A B A B
A 0. 6050 0.7773 0.7601 0. 3629 0.3729 2.5782 2. 4847 2. 4649 2.4459
B 0.6287 0.8016 0.7818 0.3785 0. 3889 2.6470 2.5463 2.5297 2.5104
EAFE 0.0362 0.1418 0.1371 —0. 0465 —0.0424 0.9248 0. 8949 —0. 0465 —0.0424
Euro —0.0192 0.0641 0.0608 —0.0814 —0.0781 0.6756 0.6529 —0.0814 —0.0781
Europe 0.0134 0.1017 0. 0980 —0. 0550 —0.0516 0.7531 0.7283 —0. 0550 —0.0516
North America —0.0210 0.0783 0.0748 —0.0966 —0.0927 0. 8087 0. 7859 —0.0966 —0.0927
World 0.0038 0.1205 0.1205 —0.0842 —0.0797 0.9866 0.9572 —0.0843 —0.0797
EM 0.4297 0.5173 0.5148 0. 3463 0.3498 1.2078 1.1848 0.3463 0.3498
EM Asia 0.3795 0.4638 0. 4607 0.2984 0.3019 1.1303 1.1062 0.2984 0.3019
EM Europe Mid-East 0.1744 0. 2450 0. 2430 0.1146 0.1175 0.7720 0.7548 0.1146 0.1175
EM Latin America 0.4835 0.5478 0. 5460 0.4287 0.4310 1.0322 1.0172 0.4287 0.4310
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Comprehensive Strategy for Currency Risk Hedging in Global Investment

YIN Li-bo' , HAN Li-yan’
(1. School of Finance, Central University of Finance and Economics, Beijing 100081, China;

2. School of Economics and Management, Beihang University, Beijing 100191, China)

Abstract: Multi-currency risks are involved in global investment, but traditional hedging methods with cur-
rency futures take high cost. Potential benefits of the Chinese Yuan Index (CNYX) futures as an invest-
ment and risk management vehicle are analyzed in this paper referred to US dollar index experience. Re-
sults presented in empirical experiments indicate that investment in the CNYX futures can offer comparable
returns with lower risk parameters, and stronger risk bearing ability of diversified portfolios consisting of
domestic and international stock and bond indices over the sample period. The CNYX futures prove to be a
good investment vehicle to increase the risk-adjusted return and an effective tool to hedge foreign currency
exposure for RMB-based investors. It serves as a more efficient structured product in risk mitigation com-
pared to a basket of foreign currencies, especially in developed equity markets. Dynamic hedging strategies
based on exponential weighted moving average (EWMA) model also yield some economic value. Moreo-
ver, the performance of the CNYX futures during periods of extreme movements in stock and bond indices
is also investigated. It can be found that the CNYX is negatively correlated with stock indices during mar-
ket extremes, which is an attractive property from a diversification perspective. The CNYX is relatively
uncorrelated with bond indices in both market extremes and periods of relative calm.

Key words: global investment; foreign exchange risk; hedging strategy; CNYX index futures



