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ABSTRACT

With the development of free market and globalization, financial products have been growing and diversified. The market of options

grows simultaneously. Faced with rapid changes of financial markets, economic surroundings and currency exchange, individual

investors, companies, and financial institutes encounter unpredictable risks. The main point of this study is to reduce risks of foreign

currency exchange and to carry trade by using “hybrid foreign currency options.” Due to the fact that there are only a few studies

on hybrid foreign currency exchange options, this study can only propose evaluation formulas based on option theories and

structures. I will study calculation of options using tt options of hybrid foreign currency, BOPM model, and B-S model. Additionally,

I will also use case studies to discuss the best strategies for domestic structural products, to analyze P/E, and to offer suggestions for

investment. This study concludes that BOPM and B-S models offer valuable suggestions for hybrid foreign currency exchange

options. In the case study of the high-tech company A, better polices were made when avoiding fluctuation of foreign currency

exchange and reducing uncertainty were taken into consideration. In this study, four types of trade modes are created including two

longs and two shorts. CC is used for long when investors expect that domestic currency will appreciate and win the bidding. CP is

used for short when investors expect that domestic currency will depreciate, and the change will win the bidding. They will make

profits from option premium. PC is used for short when investors expect that its domestic currency will depreciate and there will be a

great chance of losing bidding. The last one, PP is used for long when investors expect a great chance of winning the bid and profit

from option premium by taking advantage of the characteristics of foreign exchange rate difference and put option.
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