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Forex Project
I chose to use the Japanese Yen (JPY) used in Japan for the currency speculation project. JPY is the third most commonly traded currency in the FOREX market after the USD and Euro. Japanese Yen exists in four notes (bills) denomination and six coins denomination. After USD, Euro and British Pound, the Japanese Yen is used as a reserve currency. Japan's finance minister announced on April 9, 2019 that newly redesigned notes would be used from 2024. However, the 2000 JPY was not redesigned due to its low circulation (Chaudhuri, 2018). 
I considered the Japanese Yen and I had predicted that it would appreciate against the dollar between the period April 15, 2021 and May 6, 2021. My prediction on Japanese Yen appreciation was based on the extensive and advanced technology in producing machines, motor vehicles, chemicals and electronics, making Japan have a solid industrial base. Japan is also a large fish exporting country and has a low unemployment rate, hence having a higher possibility of currency appreciation. I visited Japan to learn more about the country due to its developed economy and great culture to help me carry out the project. Due to the covid-19 pandemic that has hit most countries worldwide where the U.S. has been amongst the most affected nations, I was confident that the Japanese Yen would appreciate against the U.S Dollar. The JPY would appreciate because Japan was not affected much compared to the U.S. 
I took a long position in the Japanese Yen since I believed that it would appreciate within the period. I used my $1,000,000 to buy the JPY to sell it on May 7, 2021 and gain profits from the transaction after 21 days. The table below shows the purchase transaction made before the period. Assuming that all the other transactions such as interest due and currency exchange charges are ignored, the total amount received from $1,000,000 is ¥ 108,729,100.
The exchange rate between U.S. Dollar and the Japanese Yen was monitored throughout the 21 days. The table below details the initial transactions
The exchange rate between U.S. Dollar and Japanese Yen was monitored throughout the 21-day period. The table below details the initial transactions
	Initial Transaction Details

	Exchange Rate on 15/04/2021
	108.7291

	Amount Bought
	$1,000,000

	Received Amount
	¥108,729,100


Table 1: Initial Transactions

Graph 1: Exchange Rates of Japanese Yen to 1 US Dollar
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	USD on 15/04/2021
	$1,000,000

	JPY Purchased on 15/04/2021
	¥108,729,100

	USD Received on 05/05/2021
	¥109,213,600

	Profit (JPY)
	¥484,500

	Profit (USD)
	$4,436.26

	Days
	21

	Annualized Rate of Return
	0.08%


 Table 2: Annualized Rate of Return
Calculation of gain: USD March 5 less USD April 15 
Tables 1 and 2 and Graph 1 above show the results of the currency that I speculated. According to the outcomes, my predictions were correct. The Japanese Yen appreciated compared to the dollar during the period April 15 to May 6, 2021. From the transactions, I gained an average amount of $4,436.26 (¥484,500), which equates to an annual rate of return of 0.08%. The depreciated at a certain period up to ¥107.8911 per USD on April 6, 2021. The highest rate within the period was ¥109.3446 per USD on April 30, 2021. 
Possible Reasons for Japanese Yen Fluctuation
There are various potential causes of the Japanese Yen, which may include:
1. The effect of the coronavirus has increased the volatility in currency markets (Naimy et al., 2021). The US was affected and hit more by the virus compared to Japan. The impact of the pandemic has made the USD fall at a higher rate compared to the Japanese Yen. However, with the continued period of covid-19 globally, the virus in the US is becoming under control. Control of the pandemic will increase the possibility of a good economy in the US, which will make the Federal Reserve increase the interest rates to support the US dollar. 
2. Japan has a strong base in industrialization. Japan is one of the leading countries in producing high technology-based products such as electronics, motor vehicles, chemicals and ships. Japan is also amongst the top fish exporting countries (covering up to 13% of total fish exports) globally. The exports from Japan have made the country have a stable economy since they are cheaper compared to goods manufactured in the U.S. Japan exports affect the Japanese Yen value. 
3. Politics in Japan have a great influence on the rise of the Japanese Yen. The implementation and adoption of economic policies by the elected government help the Yen stabilize or go up. These policies help manage fluctuations in the FOREX market.
4. The low unemployment rate in Japan has created an impact on the rise of the Japanese Yen. Higher rates of Job opportunities have increased the ability of the country to stabilize its economy hence raising the GDP.
Currency fluctuations can lead to high profits or huge losses. Some methods can help minimize the severity of the currency fluctuations, such as currency hedging.
[bookmark: _GoBack]Currency Hedging
Currency hedging helps control the risk of foreign exchange or currency. Currency hedging has various options such as spot contracts, foreign currency options and forward contracts (Du & Pentecost, 2021). A forward contract is the most common method of hedging used and involves a price agreement made by two parties today to buy or sell a property in a specific future period. An option is a price agreement of choice made by two parties today to buy or sell a property in future periods. 
I assumed that as a U.S importer of cars from Japan. I used a forward contract to enter into an agreement with a bank and convert my $1,000,000 into JPY. I paid a fee of 1.5% as an upfront transaction fee to fix the exchange rate into the specific rate. At a forward contract cost of 1.5%, I will receive (0.015*$1,000,000) $985,000 meaning hedging will result in $15,000 less. Using the current rate of 1USD= 109.032 JPY, U.S interest rate of 0.25% and Japan interest rate of -0.1, it would imply that:
1USD+ interest rate in U.S = 1 JPY + interest rate in Japan
1USD + 0.0025= 109.032JPY+ (-0.001)
1.0025 USD= 109.031 JPY
1USD= 109.031/1.0025
1USD= ¥108.7591
The forward exchange rate will be at 108.7591. This rate is lower compared to the current spot JPY rate (109.032). Using this rate, the car dealer in Japan will receive ¥108,759,100 in three months and this amount will not be affected by currency fluctuations within the three months. The car exporting company would have less profits if the foreign currency depreciated its value hence being at risk. A forward contract is essential because it helps fix future transaction exchanges, thus minimizing future losses (Fama, 2021). A forward contract is faced with limitations such as a high risk of default, inaccessibility to many people, and complex use. 
Conclusion
An increase in USD value can negatively affect the nation by decreasing the export of goods since the products have high costs in the foreign market. This effect affects the manufacturers in the home country by making their products expensive hence reduced sales. This effect can be minimized by an increase in import purchases since they are cheaper than local products. Foreign domestic investment can also be used since production in the foreign market would be more affordable than the home country when the US dollar is strong.
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