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Value in Preiod 7 Value in period 2 Return %
Portfolio Value in (BRL) 7000 7200 20%
Portfolio Value in (%) 7000 x 0.3 =300 71200 x 0.25=300 0
Exchange Rate (USD/BRL) 03 025 -16.67%
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Decomposition of EAFE Returns in USD (1991 - 2012)
50%
30%
10% -
-10%
-30%
-50%
2 32 3 2 8588858838858 8¢¢F¢
E 2L LRI R R YA YRR E RSN

% Currency return contribution Foreign equity return

& Currency Aeall dealuns yelay as¥l Gslllg ¥l cleally wlgall i las (qaddl ool alazll lda 3

Ll Cias o pdy L2003 ale (3 e Mol Logae wslall Forew pa3¥l g qadll Oslll oz slall

ale @ oSTg. Mol Julae Lwimd cileadl Slal plasyl J1 T cio¥l Aleall Aple¥l AS,mll J) oy Mol

ey Apin¥) @l 3 lagais A alSU IS U385 oy patad | wad wad s o Sl e a1 S 1997

s 9 ¥ AW Joua¥l 3 Lt e iedl e ¥ U Houdl lie Aewind) cdloall Laid i lass!

Sl 31s] Jiliag alaszul

:Currency Risk cHlead! jlas Los

ol 4] Blae 6F¢ Lo Aleall ke L ol O Noall asle ol o) AL 2slall 3 sl 92 LS

(WK (6F ccdpuall s ol pidy Aiad) Alaat) wile o bLayd | canis ) BLAYLOZ Cayall jaw g !
5; == 5;6' + 53 + 2p6FC55

Bo¥l Aleally ¥ Lol b 8Fc

Lol cMeadl Llae NMoall Cbyum i 3 il uls: 62

https://manara.edu.sy/



https://manara.edu.sy/

Cyundl yae § aaall o dnd) cMleall wlall o LLS¥ Jolas 7P

Qi - &l L_Si ¢dﬁa.n S QL{J.EJj a..g.py‘ Ueadl oldss Fooxa dyxa &g)}’jﬂb ELA}E.U _\3\5;_“ Jaid
AMaJIS Adlie a2 A8Mall 19S5 Lostie x> yal g9 Additive Variable pozell 13 piie (d Sl of (S

Al deadl Wileg Byall 2 cya
) Aleadl wile sy Mol wile das o Gyall Aoluy (2 Aeall Jlolis Lealua o) U
5$ — Opc

O Cyntl yau ollas o yoian 720 deuds Opp L Alaally wile iy 4 Ll Lyt Yl sl

0 ga Al Aeally wiladl 9 Bnll jau oy LU 710 2
S0 (Mol ) audoell Aaally ¥l HLaiiadl bolis 2 Lo
el § dleall Hbolie ealus £ Lo
Lladl s e Lo b ¥ Uy ccdpunll jae s jlolies pe Aol dleally wilall jlolies poz Abluy o Sos ¥
65 — 5;6' + 65; + Zpapc5s
8¢ = 0.22+0.1%2 + 2(0)(0.2)(0.1) = 0.05
:13)
8¢ = V0.05 = 22.4%

(o cdleall lolie Aaalune Lol

5$ — Orc

0.224 — 0.2 = 2.4%

https://manara.edu.sy/



https://manara.edu.sy/

Y

d)ligJl

s L g A Letd) Alaanedl 3 Aleadl Jblie Lealus (2 Lo isss 1 Audaimdl Sbledl Gam (1 Lapd

Sovereign Bonds d,sludl ol [ dmsol ol M_J}!l ot e

Equities Sovereign bonds
(1990 - 2013) (1990 - 2013)
Foreign return Currency Foreign return Currency

risk risk risk risk

Mexico | 83% 17%  Mexico  42%  58%
Germany 89% 1% Germany 38% - 62%
South Korea 82% 18% South Korea | 27% - 73%
Japan 94% 6% Japan ‘ 31% 69%

The dominant risk in foreign stock A large fraction of the risk of
markets is local asset return foreign bonds is due to exchange
volatility. rate variability!
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