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A Model Analysis of Differentiated
Foreign Duopoly Competition with

under Foreign Exchange Risk

N I

This paper considers a differentiated foreign Bertrand duopoly game
in which a domestic firm with overseas production competes with a
foreign rival firm in price under a foreign exchange risk.

Under a foreign exchange uncertainty, we show that the expected
foreign currency profit of the home country firm is less than that of the
foreign rival firm at the equilibrium. This paper also establishes that
the expected currency profit of the home country firm decreases as the
currency risk grows towards home currency weak at the equilibrium with
a foreign exchange uncertainty. By comparing the expected equilibrium
price and the expected home currency profit of the home firm under
the exchange risk with the ez-ante those under no exchange risk, we
find that the former ones are lower than the latter ones.
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