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ABSTRACT

Derivative transaction is one of the methods of hedging applied by
investors in times of fluctuative foreign exchange climate. This urges business
actors, especially those whose main activities revolve around trading and export-
import to implement derivative transaction in order to hedge and protect the
foreign currency they own against the risk of fluctuation in foreign exchange rate
at a global level. Amaong the factors closely related to future spot are the spot rate
and forward rate.

The objective of this research is to prove that both the spot rate and the
forward rate could be used to predict the future spot in the following period of
one to six months. The type of data used in this research is secondary data
gathered through observation. This research data is processed using SPSS
version 23.

Research methods used in this research are Quantitative research method
and descriptive research. The model in this study was adapted from research
conducted by Thomas C. Chiang(1986).

The results indicate that both variable spot rate and forward rate are

applicable in the predicting the future spot.

Keywords: Future spot, forward rate, spot rate, predictors.
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