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Competitive Analysis on Two-way Trading Problem
in Foreign Exchange Transactions with (6,n) Adversary

XU Yin-feng'?,ZHU Zhi-jun’
(School of Management,Xi’an Jiaotong University,Xi’an 710049,China;
2. State Key Lab for Manufacturing Systems Engineering,Xi’an Jiaotong University ,Xi’an 710049,China)

Abstract: Foreign currency trading is a typical online decision problem in our real life. R.El-Yaniv has abstracted it as an
online one-way trading problem and propésed the threat-based policy. Different from Yaniv’s analysis, we considered the
two-way trading problem with daily volatility restriction. By applying game theory, Balanced strategy and Dollar-average
strategy are presented. We not only proved the Balanced strategy is the optimal strategy in this model, and also gave some
numerical results to compare with DA strategy.

Key words: One-way Trading; On-line Algorithm; Competitive Analysis; Balanced Policy



