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ABSTRACT
The economic system of Taiwan belongs to an island type with international trading as its main power of economic activities.
Therefore, deviation of currency exchange rate can reflect the economic interactivities between local and foreign countries. Risk
management of foreign exchange is an essential tactic with which deviation of currency exchange rate can be handled more
effectively. The thesis is intended to search more effective forecasting model to predict the deviation of currency exchange rate with
comparison made to few other forecasting models including Regression Estimate Equation, Back-propagation Neural and Grey
Model (1,1). Through establishing the model, testing and verification are conducted as to whether the long term deviation of
currency exchange rate between NT$ and US$ fits the conclusion of the determination theories of exchange rate, such as Balance
Theory of International Payment, Relative Purchasing Power Parity Theory and Flexible-price Monetary Model. The major 4
conclusions of this thesis are as followings: 1. The best forecasting model is BPN when we take mass sample as proposition
information area. 2. The deviation trend of currency exchange rate between NT$ and US$ is negative relative to opposite CPI
annual increasing rate between Taiwan and U. S. 3. The significant influential factors to the deviation of currency exchange rate
between NT$ and US$ are differences of GDP between two countries, difference of M2 between two countries and annual
increasing rate of current account in Taiwan. 4. The influential factor from study of three combination currency exchange rate is
currency exchange rate forecasting model of self-deviation. It has significant explicability and predictability to the deviation of
currency exchange rate.

Keywords : foreign exchange rate ; the foreign exchange variation ; regression estimate equation ; back-propagation neural ; BPN ;
GM(1,1) ; grey relational order
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