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absolute prices 185 Bank of Japan (BoJ) 34, 197,232
absolute return funds 40 Bank of Korea 86

activity 221 banks 3, 33, 34-7, 45,568, 107
actual volatility 111 barriers 131-2

adviser role 155-6 bartering 2, 7-6

algorithmic execution strategies 173 bear spread 1256, 133
algorithmic trading 232 bid 77

alternative markets 4 bid«buy price 36, 53, 63
American style option 100, 111-12, 113, bigz tigures 54-5, 159, 160

133 bil's 221
American terms 52, 55 black-box trading 172
anonymous trading 174 blackjack 224
Arch 111 Black—Scholes model 110, 113
Asian crisis 21 Bollinger bands 218
asset market model 192 break-even point 133
assignment 133 Bretton Woods 12, 14
at best orders 165-6 broken date 60, 77 73-5
at-the-money 109, 113.7752 brokered dealing 55
auto-hedging 173 brokering houses 37
averages 210, 218 brokers 3, 33, 37

bull spread 124-5, 133
back office 154 butterfly spread 133
balance of payments 192 long 126-7
Banco Central de Chile (BCC) 87 short 127
Banco Central de la Republica Argentina buy stop order 166

(BCRA) 87 buyer 100
Banco Central de Reserva del Peru (BCRP)

88 calendar spread 133
Banco Central do Brasil (BCB) 87 call option 100, 133
Banco de la Republica 87 long 117-18
Bank for International Settlements 44 short 118-19
Bank Indonesia (BI) 87 call ratio spread 129-30
Bank of England (BoE) 34, 201 cash 77
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cash flows 95, 104
cash management 91
cash settlement 88, 89, 138
Central Bank of China 87
Central Bank of the Philippines (BSP) 86
central banks 34-6
channel 214
charities 41
charting 187, 188, 207
Chicago Board of Trade (CBT) 140
Chicago Mercantile Exchange (CME) 137,
138, 140, 172

Chinese renminbi (CNY) 89
Clearing Corporation 133, 139-40
click-‘n’-deal 159, 174
client—adviser relationship 156
coffee houses 2, 10
coinage 10
collateral 179
combination 134
commercial banks 36
commercial transactions 45
commodity firms 40
common monetary policy 18-19
condor spread 134

long 128

short 128-9
consolidation patterns 210
consumer price index (CPI) 195 421
contingent orders 166
contingent risk 82, 85
contract specifications 141
conversion arbitrage 134
convertibility 10
corporate dealers 153
corporations 38
corrective waves 209
correspondent banks 36—7
country risk 58, 67, 116
covered write 134
credit premium 134
credit risk 57, 67, 101, 107, 116, 138
cross rate 55-6, 64-5
cross-currency swap 95
cross-rate effect 198, 199, 201, 202, 204
currencies of emerging markets 85—8

currency futures 140

currency option 28, 46, 48, 99-116,
117-32,232

currency pairs 28-9

currency swap 4, 27, 95-8, 231

dealer 43, 151

dealing room 1514

dealings 159-63

debit premium 134

decision tree 103

default risk 138

delivery date 114, 140

delta 109, 114, 134
delta-hedging, 110

delta spread 134

descending triangle 213
direct dealing 52

direct marke* access 173
direct termis 52

directic: al movement index (DMI) 207
dinn-foat 14-1

discount 60, 63, 77

discount rate 203, 221
discretionary price order, 166—7
dollar, role of 28

Dow theory 208

downside protection 134
downtrend 210

durable goods orders 193, 221

early exercise 134

economic data 198, 199, 200, 202, 203, 232

economic exposure 48, 103

economic influences on the market 192-5

Economic Planning Agency (EPA) 198

economic reform 17-18

eforex 175-7

electronic trading 171-7, 232

Elliot Wave theory 207, 209

end/end 77

euro 21, 22

European Central Bank (ECB) 16, 19, 34,
200, 232

European Currency Unit (ECU) 16

European Monetary System (EMS) 15, 20
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European Monetary Union (EMU) 17, 18

European Rate Mechanism (ERM) 15-16,
19

European style option 100, 111-12, 134,
141-2

European terms 52

exchange for physical (EFP) 145-7

exchange 100-1

exchange members 139

exchange-traded market 134

exercise 100, 116, 134

exercise price 134

exercise rate 100

expiration cycle 134

expiration time 134

expiry date 100, 114, 134

ex-pit transaction 145

exporters 107

exposure management decision tree 103

factual considerations 185

fair value 134

Fed funds rate 203

Federal Open Market Committee (FOMC)
202

Federal Reserve Bank (Fed) 34, 202, 208,
221,232

Fibanacci theory 208-9

fill or kill order (FOK) 169

financial flows 42

Finex 145, 147, 175

firm 77

fiscal policy 186

fixed currency 52

fixings 26, 81-2

flags and pennants 214-15

flight to quality trades 187

floating exchange rate mechanism 29

for indication 77

foreign currency securities 107

foreign exchange 1, 45

foreign exchange dealings 159-63

foreign exchange exposure 47-8, 104

foreign exchange market 1, 25, 27, 187

foreign exchange market orders 165-7

foreign exchange rates 33, 185

foreign exchange swaps 914

Forex 2

forward asking 162

forward contracts 59—67

forward dealers 152

forward foreign exchange 60-7, 92, 105

forward market 24

forward outright 59

forward pips 59

forward points 59

forward transaction 3, 27, 47, 77, 91, 138,
231

forward/forward 77, 78, 91

fund managers 38—40

fundamental analysis 185-9, 191-5, 231

funding 46

funds 3, 57

futures 4, 25-6, 2¢. 13743, 231

FX?2

gamme 129, 134

Garch-1i1

giits 1201

slgbal perspective 232

uold Standard 2, 11

government bonds 200
government policy 186
governments 33—4

gross domestic product (GDP) 193
gross national product (GNP) 221

head-and-shoulders formation 211-12, 229
hedge funds 40

hedge ratio 135

hedging 45, 46, 104, 108-9

high net worth individuals 107

historical volatility 110

history 9-23

hit 159

housing starts 1934, 221

IFXMarkets Ltd 175
implied volatility 110, 135
importers 107

impulse waves 209
in-the-money 109, 113, 135
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index-linked deposits 88

Indian rupee (IR) 89

indicative rate 160

indirect terms 52

Indonesian rupiah (IDR) 89

industrial production 221

initial margin 181

insurance companies 41

interbank market 36

interest rate differential 59, 70, 92, 109, 112

interest rate parity 192

interest rate swap 95

interest rates 197, 199, 200, 201

International Monetary Fund (IMF) 12, 13,
44

International Monetary Market IMM) 12,
37, 140, 145, 146, 147, 175

Internet 4, 173-5, 177

intervention 17-18, 21-2, 28

intrinsic value 108, 112, 135

inventories up 221

investment banks 37

Japanese Government bonds (JGBs) 198

Kansas City Board of Trade (KC) 140
key factors 197-205

knock-in options 131-2

knock-out options 131, 132

Korean won (KRW) 89

leading indicators 227

leading stock inde:: 195, 202

leg 135

leverage 179

limit order 169

lines and channels 209-10

live option price 114

logical exercise 112

London International Financial Futures
Exchange (LIFFE) 140

long 78

long-dated 71

Maastricht Treaty 16, 20
macroeconomic fundamentals 232

maintenance 181

Malaysian ringgit (MYR) 89

margin 5, 135, 179-82

mark to market 135, 138

market buy order 166

market if touched (MIT) 169

market maker 43, 46, 54, 64, 65,75

market on close 169

market on opening 169

market orders 165, 169

market overview 25-31

market psychology 187, 223-30

market risk 58, 67, 116

market sell order 166

market user 54, 64, 65

marketing process 15/

matched sales 221

merchant banks 37

“mine” 78..160

Ministry-<¢ Finance (MoF) 197

Ministry of International Trade and Industry
MITT) 198

taonetary policy 186

nioney managers 38

money-market dealers 153

money spread 135

money supply 222

moving average convergence divergence
(MACD) 218-19

moving averages 218

multinational companies 107

naked position 135
New York Futures Exchange (NYFE) 140
non-deliverable forwards (NDF) 81-9

odd date 60, 77

offer-sell price 36, 53, 63

offered 78

oil prices 222

one cancels the other order (OCO) 169-70
open positions 105

option buyer 100, 106

option premium 100, 108, 112, 114-15
option seller 100, 106

option writer 100, 106, 136
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options 4, 28, 46, 48, 99-116, 117-32, 231 ratio spread 135

application 102-5 ratio write 135

users 106-8 reciprocal rates 51-2
orders 165-7 regional banks 36—7
out-of-the-money 109, 113, 135 relative prices 185
outright forward 74, 78 relative strength index (RSI) 207, 218
over the counter (OTC) 100-1, 135 repurchase agreements 221
overbought 78 request-for-price 174
overnight 69, 78 research personnel 153
oversold 78 retail sales 40, 194, 222

reversal arbitrage 135

par 78 right-angle triangle 213
participants 33—42 risk 79, 138-9, 159
payroll/employment 194 risk consideration 578
People’s Bank of China (PBOC) 86 risk management tool 82
personal income 222 roles played 43—4
personal transaction 46 roulette 224
Philippine peso (PHP) 89
pip 78, 159 sell stop ordex 165
Plaza Accord 20 settlementR.115-16, 136
political environment 186 short 75
political factors 201 shori-dated contracts 69-70, 78
portfolio investment 46 sirole currency 19-22
position clerks 153 “mithsonian agreement 14
position targeting 173 Snake 14, 20
premium 60, 63, 77, 109, 135 social environment 186
price determinants 56—7 sovereign risk 85
price discovery 227 sovereigns 107
price movement pattern 227-S special drawing rights (SDR) 13
price movement, psychology ot 227 speculation 104, 108-9
price risk 58, 67 speculators 3, 17, 18, 41, 57
price takers 43 spot a day 78
principle amount 160 spot date 78
private individuals 41 spot dealers 151
private institutions 41 spot market 2—4, 51-8
producer price index (PPI) 194, 222 spot next 78
profit 54 spot rate 51-2, 78, 109, 112
program trading 172 spot transaction 3, 27, 74, 92, 231
psychological trading barriers 2267 spot value 51, 69
psychology 187, 223-30 spread 54, 55, 78, 136, 159, 170
purchasing power parity (PPP) 191 square 78
purposes 45-8 statistical trading 173
put option 100, 135 stochastic volatility 111

long 119-20 stochastics 219

short 1201 stock market 204

put ratio spread 130-1 stockbrokers 40
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stop close only 170
stop limit 170
stop orders 166, 170
straddle 136

long 121-2

short 122
strangle 136

long 123

short 1234
strike price 100, 108, 112, 136
strong 77
subjective considerations 187
supports and resistance 209
supranationals 107
swap 27, 78,914, 95-8
swap points (pips) 59, 78
Swiss National Bank (SNB) 34, 199
symmetrical triangle 212
systematic trading 232

Taiwan dollar (TWD) 89

tax management tool 104

technical analysis 188, 189, 207-19,
231

technical indicators 216-19

terrorist attacks 22

theta 111, 136

ticks 140

time decay 111

time value 108, 109, 112, 126

tom next 69, 78

topping out 229

trade balance 195

Index compiled by Annette Musker

trader 43, 104-5

trading banks 36

trading platforms 174-5
transaction exposure 47, 85
transactions 45-6

translation exposure 47-8, 85
Treasury 201, 203

Treasury product dealers 153
Treaty of Rome 16-17

trend 209

two-sided risk 138-9
two-way price 36, 53, 159, 162

unemployment 222
uptrend 210

value date 78

value terms 2

value tomoriow /8
variable-cuerrency 52

variatior margin 181

veg: 156

volatility 109, 110-11, 112, 136

wanted 77

wedge 213-14
World Bank 12
writer 100, 106, 136

your risk 79
“yours” 79

zero-coupon swaps 98



