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i This study analyzes the relationship between the two countries” yield curves
and foreign exchange rate fluctuations. We find that the factors extracted from the two countries”

yield curves based on _the methodology in this study are as useful in explaining foreign exchange
rate fluctuations as in previous studies (Chen and Tsang, 2013; Wellmann and Truck, 2018).
In particular, among the relative yield curve factors extracted by alternative methods, the relative

level factor and the relative slope factor are found to have explanatory power for fluctuations in
the yen-dollar rate.
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