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B Nominal interest rate parity
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® Problem 3.3b+cC
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B Problem 3.2 - fish and rabbits
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B Real interest rate parity

" So far:

“ Difference in interest rates
—

“ Differences in exchange rate

" Real interest rate parity = nominal interest rate parity (+ PPB
= Assumption: no expectation of change of real exchange rate

" Inflation differences are taken into account n # m \
“ Countries with high inflation = > ﬂaafk_\oﬂy{\n& U.O:DQCufrl:vVO (Wt
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B Problem 3.1
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B The FX market
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B FX markets

Foreign exchange market turnover by counterparty

Met-net basis,* daily averages in April Graph 3
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! Adjusted for local and cross-border  inter-dealer  double-counting. ? For  definitions of  counterparties,  see
page 18. * Proprietary trading firms.

Source: BIS Triennial Central Bank Survey. For additional data by counterparty, see Tables 4 and 5 on pages 12 and 13.

Quelle: Bank of International Settlement
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B FX markets

Foreign exchange market turnover by instrument

Net-net basis,* daily averages in April Graph 2
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! Adjusted for local and cross-border inter-dealer double-counting.
Source: BIS Triennial Central Bank Survey. For additional data by instrument, see Table 1 on page 9.

Quelle: Bank of International Settlement
http://www.bis.org/publ/rpfx16fx.pdf
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B FX exchange interventions

VOL. 11 NO.1 FRATZSCHER ET AL.: WHEN IS FOREIGN EXCHANGE INTERVENTION EFFECTIVE? |39

TABLE 2—DESCRIPTIVE CHARACTERISTICS OF INTERVENTIONS BY REGIME TYPE

Indicator Total Free floaters  Broad bands  Narrow bands Other
Number of country-regime observations® 43 6 14 17 6
Trading days covered 113.842 19,330 41.604 42,961 9,947
Share of days with FX intervention 0.191 0.073 0.093 0.336 0.207
Share of these with FX purchase 0.761 0.948 0.735 0.732 0.636
Share of these with FX sale 0.239 0.052 0.265 0.268 0.364
Average daily volume on intervention day in million USD 443 59.2 42.7 27.1 157.7
Average daily volume of FX purchases in million USD 44.4 52.7 45.8 249 190.6
Average daily volume of FX sales in million USD 441 177.1 34.2 333 100.2
Average daily intervention size as share of GDP 0.0005 0.0002 0.0003 0.0005 0.0010
Average daily intervention size as share of daily traded 0.046 0.010 0.052 0.051 0.065
FX volume®
FX purchasing episodes® 2,388 70 551 1,491 276
FX sale episodes® 2,161 25 511 1,402 223
Average length of episode in days 4.5 9.2 35 4.8 44
Share of intervention episodes leaning with the wind 0.355 0.253 0.471 0.333 0.256
Share of intervention episodes toward the fundamental 0.480 0.400 0.488 0.482 0.466
Trading days covered in turbulent times 5,638 949 1,975 2,178 536
Share of days with FX intervention in turbulent times 0.225 0.027 0.092 0.435 0.207

“Countries changing their regimes are counted more than once. No country returned to a previous regime after
an interruption. Country-regime combinations are combined in “other,” i.e., belong to other regime classifica-
tions such as pegs.

PNot available for all emerging markets, cf. Table 1.

“According to 10-day definition. Interventions leaning with the wind are defined as interventions that take the
same direction as the previous two weeks’ trend. Interventions toward the fundamental that aim into the direc-
tion of the three year moving average of the exchange rate. Turbulent times are defined as times when the
CBOE VIX is 2 standard deviations above its median during the covered period.
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B Problem 3.3
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Balance sheet positions, People's Bank of China

—Gold and net foreign assets (R)
@} ——Loans to commertical banks (F)
——Currency in circulation
——Minimum reserve (MR)
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