Inflation, Interest Rate
and FX rate

Inflation and FX Rate

- Purchasing Power Parity (PPP)

Hallym University, Prof. Sun-Joong Yoon International Finance, Fall 2010




p—
_ J Introduction

20 2
. %%%%ﬁ e J148 ol S32 BASEN 2% 20
« 5,889 2FS S50t HXE PHEO0I ZOINEE IR0 X CH

| (LOP)Jt O] Ol & H2I5HK 22
r

OIS 0188 HeWe D150 2
= Olqst e 2 216t =2 CAl PPPE S50t & Bt
¢ Cil A
n NS
SUSHSM5 XS Xt & 012l Ot 0] B2 0| Al = 20M 2, 01 =201l A= 20,000
=E

8 X USD/KRW 22 990
= LOP &&?
<, n X2 2=

International Finance, Fall 2010

Absolute PPP Condition (Hypothesis)
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Relative PPP Condition - Example
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J | Relative PPP Condition - Example
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Y Key Assumption for PPP
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® Limitation of PPP
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Il. Interest Rate and FX Rate
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Interest Rate Parity (IRP) *
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Interest Rate Parity (IRP)
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Interest Rate Parity (IRP)
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