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ABSTRACT TE 132608

At present, the investment in foreign exchange is one channel for financial institutions
to carn income especially those located in the country’s major tourism attraction areas. Thus
carnings from investment in forcign exchange are extremely important to local financial
institutions. However, there exist investment risks. It then becomes important for local financial
institution to be able to discen the risk level in and the rate of return to foreign exchange
investment. This study is limited to a case of local financial institution which is located in
Chiang Mai province. It is separated into two parts. The first part describes the general roles and
status of thc institution under study. Then, the spread cxpected rates of return, and standard

deviation of eight currencies arc calculated based on sccondary data reported by Bank of

Thailand.

In the sccond part, the standard deviation values from the first part are used for assessing
thc reasonable risk level under the investment constraints by linear programming approach to

obtain optimality for the reference currencies.

The results of the study suggest that Japanese Yen and Malaysian Dollars are the best
currencies to invest under the investment budget constraint and expected return constraint for the
rcason of low level of risk. US Dollar although is not favourable analytically, it is fundamentally
important for intemational. As a consequence, the local financial institution has to carefully
monitor the investment in thisv currency. Furthermore, Euro currency is another cummcy
deserving special attention for future study to get the information and estimations approaching the

real world model.





