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Abstract

The major Australian Dollar (AUD) investments are the AUD time deposit and AUD Dual
Currency Investment (DCI) in Taiwan. This research compares the risk-return relationship of
the two AUD investments with that of the US Dollar (USD) time deposit, and investigates the
optimal strategy for investing AUD.

Based on the empirical results, the return of AUD DCI is not superior to that of AUD time
deposit across the sample period, indicating that AUD DCI is not an appropriate instrument
for investors who are not familiar with the risk of AUD. However, the winning percentage of
AUD DCI investment is greater than AUD time deposit, and the risk of AUD DCI is less than
AUD time deposit. Moreover, the loss generated by AUD DCI when AUD devalues is less
than that generated by the AUD time deposit as well. It implies that AUD DCI is still a
suitable instrument for investors with the correct risk-return sense and familiar with
investment strategies.

Keywords : DCI , Black-Scholes model , Sharp Indicators , AUD Time Deposit
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