Networks of Believe for Regulated Markets in Foreign Exchange

In the last years a significant number of FX markets have moved in and out of regulated
states. As Geometric Brownian Motion seems not an adequate model for such situations we
propose to use Markovian Regime-switching between different states of regulation, where the
choice of possible future states is given by Economic Believe. We propose FX spot dynamics
for various states of regulation and examine historic behavior.



