TRENDS

FOR 2011
CHINA’S

TRADER MAGAZINE

INFLATION
I M PA C T S

GOLD

STRONGEST
CURRENCY

SHOULD

HEDGE
FUNDS
TRADE
FOREX?

euro
between
life and death
A R E F I N A N C I A L B A I L O U T PA C K A G E S S U F F I C I E N T ?
IS THE POLITICAL WILL THERE TO RESCUE T H E E U R O ?

JANUARY - MARCH 2011

CONTENTs FX
EURO BETWEEN
LIFE AND DEATH:
An analysis of the
macro-economic
parameters
which
affect the Euro zone
and could lead to
the Euro’s survival or
demise.

TRADING
CURRENCIES:
The speculator’s dream or
an acceptable hedge fund
strategy?

28

18
T EC H N I C A L
ANALYSIS:
Majors retrospect
and
prospe ct
analysis

36
05 EDITOR’S NOTE
MACRO ECONOMICS:
12 Will China’s battle with inflation
affect global recovery?
STRATEGY:
42 “Society Says”: example of
momentum strategy, dictated by the
market mood.

TECHNICAL ANALYSIS:
09 Trends for 2011 and trading
opportunities:
analyses
potential
trend reversals offering good trading
opportunities.
FX MANAGERS:
47 Interview with Michael Aronovitz,
Manager of Gables Capital Management.

FUNDAMENTAL ANALYSIS:
50 FX roller coaster ride draws to a
subdued close: a global analysis of key
economical and political events and their
forecasted effects on currencies for 2011.

WOMEN IN FOREX:
55 Interview with Jody Samuels, trader,
coach and founder of FX Trader’s Edge
program.

34 Gold. Strongest Currency for
2011: why gold can be considered as the
strongest “money”.

59 Interview with Karen Jones,
head of FICC Technical Analysis at
Commerzbank .

CURRENCY VIEW:
62 Quarterly report
TECHNICAL OUTLOOK:
64 Trends & Targets for Major FX
Rates
64 Trends & Targets for Emerging
Markets
65 EUR/USD, EUR/SEK, USD/ZAR
INTERNATIONAL DATA:
68 FX Spot Monitor
69 Central Bank Rates
70 Economica Data - FX Poll
71 Markets View
72 ECONOMIC CALENDAR
FX TRADER MAGAZINE January - March 2011 3

FX Macro economics
“People only accept change when they are faced with necessity, and only recognize
necessity when a crises is upon them”
Jean Monnet, father of the European Union

EURO: Between Life and Death
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Macro economics FX

It was nine months ago, in these very
columns, that I focused on the strains
hitting the euro zone (“Weak dollar,
euro troubles”). At the time, Greece
was the culprit and the plot of the
drama had only started to unravel
under the eyes of investors a few
weeks before. I was quite sure that
a solution would have been found,
albeit a temporary one. Only time,
possibly a very long time, would have
told us if Europe would have been
able to reach safe ground from the
quicksand of being “a monetary but
not fiscal union”.
Where are we now? The Greek crisis
was in the end contained and the
‘shock and awe’ 750 billion Euro
EFSF was quite beyond the makeshift
solution I expected. Still here we
are, even less than a year later, with
the periphery under renewed attack,
even in a broader way than before.

10 year government bond yield (Source: Der Spiegel, Nov 22nd)

A new, broader crisis, generating
a more complex response

of Deauville in mid-October. To the
consternation of their allies, Merkel
and French President Nicolas Sarkozy
announced the end of their ambitious
goal to enforce a stricter stability pact
with automatic sanctions for nations
that break the deficit rules. In return,
Sarkozy supported the German idea
to assign some of the liability for
future financial crises to private-sector
creditors such as banks and to accept
the possibility of bankruptcy for an
insolvent country. The 27 heads of
state and government approved the
deal at the European summit in late
October.

The first act of the current crisis
began in the chic French beach resort

The German plan to automatically
force bondholders to pay up when

The story is actually developing
pretty much as I expected, but more
quickly. We may not have to wait
few years to witness a life or death
experience for the Euro since the
market seems quite ready to find
out sooner, maybe in 2011. It is very
likely that the political will to keep
the project alive will be forced to
overcome structural and ideological
issues, or to abandon it completely,
sooner rather than later.

financial aid packages are approved
“might seem attractive from a
theoretical point of view,” says ECB
executive board member Lorenzo
Bini Smaghi, but it would “in practice
destabilize markets and have severe
effects on economies in the euro
area.” It could ultimately achieve
the opposite of what was intended,
says the central banker, because
“speculators would take advantage
of the situation, while many small
investors would suffer losses.”
Such evolution and, later on, the horror
stories about Irish banks, caused a
stir in the financial markets, pushing
up risk premiums for the government
bonds of all the ailing countries.
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