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Abstract

In this paper, we investigate the asymmetry effect of information flow for the 31
daily international foreign exchange rates and also observes the relationship between
the difference in the degree of market efficiency and the degree of asymmetry in the
information flow. We utilize the symbolic transfer entropy (STE), widely acknowl-
edged in econophysics literature, to estimate the information flows between foreign
exchange rates and use the Approximate entropy (ApEn) method which can measure
the randomness in the time series. We have find that the information for the 31 daily
international foreign exchange rates streams from European to Asian continents, In
other words, there is the asymmetry behavior of information flow. We then consider
the difference in the degree of market efficiency as driving force of information flow and
calculate the ApEn value in all foreign exchange rates used in this paper. We find that
the degree of asymmetry in information flows between foreign exchange rates shows
the strong positive correlation with the difference in the degree of market efficiency.
Our finding suggest that for the international foreign exchange markets the difference
in the degree of market efficiency plays an important role as driving force that can
determine the direction of information flow.
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