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ABSTRACT

This article investigates the profitability difference of carry trade (CT)
strategies between developed and emergent countries. The strategies considered
include currency CT, equal-weighted portfolio CT, optimized portfolio CT. The
annualized rate of return, Sharpe ratio, expected shortfall are then used to

compare the profitability of various strategies.

We find that the single currency CT between JPY, TWD and GBP, AUD do
have excess return. However, the single currency CT between CHF and any
currency is profitless. In the portfolio CT between JPY, TWD and the
currencies of developed countries, the profit is remarkable. However, none of
the portfolio CT between any base currency and the currencies of emergent

countries have excess return.

Keywords : Carry trade, Portfolio, Sharpe ratio, Expected Shortfall
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