






Skip to main content







 


















 














 


 












Main menu







	Home
	Past Guides
	About the Guides











	IPR Logo
	About Us
	Journals
	Publish
	Advertise
	Videos
	Webinars
	More	Awards
	Article Licensing
	Academic Use













	 LinkedIn
	 Twitter


















User menu







	Sample our Content
	Subscribe Now
	Log in











 














Search







Search for this keyword 








 






	ADVANCED SEARCH: Discover more content by journal, author or time frame



































[image: PMR Guides] 














 


 









	IPR Logo
	About Us
	Journals
	Publish
	Advertise
	Videos
	Webinars
	More	Awards
	Article Licensing
	Academic Use









 












 





	Sample our Content
	Subscribe Now
	Log in

 














 


 








[image: PMR Guides] 


PMR Guides

















Search for this keyword 








 






ADVANCED SEARCH: Discover more content by journal, author or time frame
















 


 







	Home
	Past Guides
	About the Guides










	 LinkedIn
	 Twitter

 




 
























Primary Article



Currencies and Currency ETFs
Enhanced Portfolio Returns?

Bilal Hafeez

ETFs and Indexing Fall 2006, 2006 (1) 130-138



Bilal Hafeez 
A managing director and global head of FX Strategy in London, U.K.


	Find this author on Google Scholar
	Find this author on PubMed
	Search for this author on this site
	For correspondence:
bilal.hafeez@db.com




 










 





	Article
	Info & Metrics
	 PDF (Subscribers Only)


 






[image: Loading]




Abstract
The recent launch of numerous currency-based ETFs, and the expected launch of more, has thrown the spotlight on the potential for currencies and currency-based ETFs to enhance portfolio returns. We believe the prevalence of underfunded pension plans increases the chances of pension crises over the next few decades. This may be particularly relevant for pension funds, many of which may be underfunded and in need of better matching their assets and liabilities, possibly by using asset classes other than equities and bonds. Numerous approaches have been proposed to address the issue, including better matching of assets to liabilities by using fixed-income products, the use of derivatives and of alternative asset classes. Foreign exchange has often been viewed as an alternative asset class, rather than as a comparable asset class to bonds and equities, due in part to the absence of a widely followed benchmark and ignorance of the return characteristics of FX. We feel that foreign exchange should be viewed as an asset class similar to bonds and equities. It has exhibited long-term systematic returns or “beta” which are comparable, if not better, than both bonds and equities since 1980. It also has greater liquidity than both. Our work suggests that for global portfolios to benefit the most from foreign exchange, allocations to FX should be in the order of 20%-30%. In that way, the quality of returns can be significantly enhanced, not least by considerably reducing the duration and magnitude of phases of returns underperformance.
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