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Account management, 72
Account manager, compensation, 73
Adjustable-rate mortgages, LIBOR relationship, 175
Aptitude, impact, 6
Arbitrage, 161
Assets under management (AUM), 73–74
Australian Dollar/U.S. Dollar (AUD/USD)

bottom, 93–94
decline, 92f
EMA bounce, 122f
entry point, 122f
interest rate differential, 147f
intervention, 121f
pip extension, 130f
standard lots, 152
stops, 132

level, 132f
value, constancy, 123–124

Automated trading systems
avoidance, 201
problems, 202–203

Average true range (ATR), 123, 124
level, 127–128

Bank of England (BoE), 89
bank rate, change, 116t
Monetary Policy Committee (MPC), rate increase,

116
rate hikes, 118–119

Bank of International Settlements (BIS), 185–186
emergency financing/support, 186
intervention, 100
statistics, 187t
survey, 186–188

information, 187
volume statistics, 187t, 188t

Bank of Japan (BoJ)
benchmark overnight call rate, 115
comments, impact, 86f
currency market intervention, 83–88
overnight call rate, change, 116t

Bank of Mexico, U.S. dollar sale/peso purchase,
100

Banks. See Central banks
BBA survey, 175

money lending, reluctance, 177–178
overnight loan, requirement, 173–174

Base currency, 15, 21
first member, 23
tracking, chart (usage), 24–25

Big Mac Index, 157–158
country listing, 158t
product cheapness, 159

Bird, Larry (practice), 4
Break-even point, anticipation, 152
Bretton Woods, collapse, 38
British Bankers’ Association (BBA) bank survey, 175
British pound. See Great Britain Pound
Brokers, bank charges, 154

CAD gains
JPY gains, contrast, 161f
USD gains, contrast, 162f

Calculations, 19
Candles

closure, 125
low level, 128
passage, 126–127

Capital flow, impact, 32–34
illustration, 31f

Carry trade
failure, 113–114
FXEd trade, relationship, 135
interest rate, trader collection, 146
simplification, 111

Cash market, 16
Cassel, Gustav, 161
Central Bank of Russian Federation, mistakes, 94–95
Central banks

currencies
destruction, 168–169
relationship, 10t

independence, 11–12
intentions, 86–87
interest rates, 12t

increase/decrease, 33
intervention, 83
mission, 11
overnight lending rates target, 153

China, currency (undervaluation), 158
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CNBC appearances, 130–132
Coaching staff, 12
Commercials, 49

motivations, 50–51
Commitment of Traders (COT) report, 47,

48–49
big speculator short position, 57f
bullishness, 131
currency listing, 52
noncommercial traders, 51
speculator difference, example, 50f

Commodities. See Hot commodities
pricing, 31
rally (2007-2008), 32f

Commodity Futures Trading Commission (CFTC),
49

Consumer confidence, 64–65
Continual linked settlement, 16–17
Contract price, interpretation, 149
Contrarian indicator (CI), 47

identification, 48
usage, 47–48

Counter currency, 15, 20
interest, understanding, 146
second member, 23

Credit cards, misuse, 61
Credit crisis (2008-2009), 2090210
Currencies, 13

benefit, TED (impact), 178
central banks, relationship, 10t
debasement, 170–171
decline, 68
exchange rate, 10

capital flows, impact, 34
trading, Forex market, 24

fear, 176
liquidity, 89
listing, 52
long position, 23–24
nicknames, 10t
order, method, 15
quote, examination, 21–22
short position, 23–24
symbol, ISO definition, 13, 15
trading, 14t

phenomenon, 33
Currency market

advantages, 110–111
Bank of Japan intervention, 83–88

Currency pairs, 13
concept, problem, 9
long, 23
trading, 13, 198

list, 14t, 15t
volatility, 26

Demo account, trading success, 6
Demo trading, discussion, 4

Deutsche mark (DEM), Britain (contrast), 89
Differentials

changes, perception, 112
impact, 32–33

Dow Jones Industrial Index (DJIA), usage, 37

Economic activity, generation, 165
Economic reports, release, 65
EMA. See Exponential moving average
End the Fed (Paul), 211
Equity indexes, increase, 30
Equity market opportunity, 30
EUR/CHF

increase, SNB (impact), 103–104
movement, ferocity, 99f
pip gain, 101f, 102f, 103f

Eurodollar futures contract. See Treasury
bill/Eurodollar futures contract

Eurodollar rate, increase, 176
European Central Bank (ECB)

credit facility, 106–107
intervention role, 105–106

European Exchange Rate Mechanism (ERM),
89–90

Euros
depreciation, 98
exponential moving average, 140–141
long-term uptrend, 41

Eurostat, 160
PPP Programme, 193

EUR/USD
consolidation phase, 66–67
currency pair

contradiction, 42–44
trade confirmation, 42

daily chart, bullishness, 45
EMA break, 142f
EMA increase, 137f, 141f
event (2008), 136–137
event (2009), 140–141
exchange rate, 40

support drift, 40f
long position, 198
long-term support, 43f
pair, rally (example), 27f

EUR/USD chart, 22f
bearish head/shoulders pattern, 43f
bounce, 41f, 42f
decrease, 65f
increase/decline, 66f
pullback/uptrend, 41f
support, problem, 44f

Exchange rates
defense, 100
fundamentals, reflection, 85–86
indication, EUR/USD chart (usage), 22f
influence, 13
information, 21–22
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MOF observation, 85–86
pegging, 38

Exponential moving average (EMA)
bounce, 121–123
break, 129f

price, impact, 128f
support, 117

Fear
flexibility, 179–181
impact, 173–175
increase, 177

Federal Funds
futures, 148, 150

contract prices, 149t
rate

cut, 209
increase, 136

scenarios, 148t
Federal Reserve. See U.S. Federal Reserve
Federal Reserve Abolition Act (HR 2755),

introduction, 211
Financial regulations, enforcement, 78
Flat position, 23–24
Follow the money, 29

philosophy, 32–33
Foreign Exchange (Forex)

accounts, open trade closure, 25–26
basics, 9
brokers

helpfulness, 74
open position closure, 25

Forex Patterns and Probabilities, 72–73, 118,
139

release, 119
futures market, 16
market, scenario, 33
software, dishonesty, 203–204
spot market, 16
teaching, 109–110

Foreign Exchange (Forex) trading
currency, impact, 11
volatility, 26
zero-sum game, 197–198

Fraud, impact, 78–79
Free money trade, 101
Fully priced-in Fed Funds scenarios, 148t
Fundamentals, technicals (relationship), 120
Funding currencies, 176
Futures contracts, maturation, 17
Futures markets, 16
FXEd Trend Trade technique, 117, 122

carry trade, relationship, 135
creation, 126

Garfield, James A., 211
G7 countries, GDP growth, 191t
Global banking system, annual review, 186

Great Britain Pound (GBP), 88–92
deutsche mark (DEM), interest rate differential,

90
increase, 24f
intervention, 107

failure, 89
noncommercial long position, 54f

Great Britain Pound/Japanese Yen (GBP/JPY)
bottom, 118f
carry trade, case study, 115–118
decline, OECD growth projections (impact), 192f
increase, 119
interest rate differential, increase, 117f
pip loss, 118f

Great Britain Pound/U.S. Dollar (GBP/USD)
currency pair, 24

increase, 57
S&P credit warning, 61

decline, 55f
increase, 63f, 91f
long, big buyer activity, 62f
pair, decline, 55
pip decline, 56f, 91f
pip rally, 57f
rally, 58f
small speculator position, 55f

Great Britain Pound/U.S. Dollar (GBP/USD) big
speculator

position, 56f
COT report, 57f

short position, 56f
Greenback

strength, 64
value, fluctuation, 20

Gross Domestic Product (GDP) report, 65

Habits, series, 4–5
Hanke, Steve H., 167
Hedge fund trading, 109
Hedging, definition, 50
Hot commodities, 31
Hot market

large scale example, 30–31
small scale example, 30

Hot real estate, 32
Hot stocks, 29–30
Housing report, 67–68
Hyperinflation, 167

Weimar Republic, 169f
Hypothetical returns, 202

ICE Futures Exchange, 37
Imported goods, prices (increase), 170–171
Inflation

central bank battle, 112
rates, 167t

Institutional traders, oversight benefit, 110
Interest income, projection, 151–152
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Interest rates
BoJ decrease, 166
central banks, relationship, 12t
decrease, 11
differential, 90, 147f

narrowing, perception, 112
futures, 148
increase, central banks (impact), 112–113
long-term bond yields, relationship, 166
swap, 182–183

International Monetary Fund (IMF), 185
criticism, 190
formation, 189
growth projections, 190f
market sentiment, impact, 190
WEO Growth Projections, 189t
World Bank, relationship, 188–190

International Organization for Standardization
(ISO), 13, 15

Intervention, 83. See also Central banks
occurrence, 83–84

Investors, trading opportunity, 73–75

Japan, deflation, 166
Japanese yen (JPY)

futures chart, 180f
gains, CAD gains (contrast), 161f
rally, 34
strengthening, 53f
undervaluation, 160

Jefferson, Thomas, 207
Jordan, Thomas, 104–105

Keynes, John Maynard, 170, 189

Lamont, Norman, 90
Large speculators, small speculators (contrast), 50f
Latin American stocks, equity market opportunity,

30
Lehman Brothers, demise, 174
Lehman Brothers Holdings, failure, 177
Leverage, 26–27

effect, 146–147
usage, 27

Limited power of attorney (LPOA), 72–73
Loans, terms (swap agreement), 181
London Interbank Offered Rate (LIBOR), 173–174

absolute value, 181
adjustable-rate mortgages, relationship, 175
chart spikes (2008), 174f
LIBOR/OIS spread, 182

chart, 183f
Long position, 23–24
Long-term bond yields, interest rates (relationship),

166
Losses

adding, avoidance, 5
holding, avoidance, 5

Lot allocation management module (LAMM),
75–76

Lot size, 19–20

Madoff, Bernard, 78–79
Major, John, 90
Managers

absence, 13
change, 210–211
firing, 207
impact, 11

Margin requirements, 25–26
Micro account, 20

trade placement, 124
trading, 6

Mini accounts, 20
Mini lots, profit, 127
Ministry of Finance (MOF), 84–85

comments, impact, 86f
trader enticement, 85

Monetary Authority (MAS), 13
Monetary policy, responsibility, 11
Monetary Policy Committee, membership, 12
Money

earnings, 7–8
emotion, 7–8
making, 39
printing, 166
problems, 77
self-defense, 171
trail, 29

philosophy, 32–33
usefulness, 174–175
value, loss, 169–170
withdrawal, 30

Money management, 76–77
assistance, 77–78
problems, 78

Mortgage rates, indirect lowering, 166
Moving average. See also Exponential moving

average
increase, 128–129
location, 127–128
resistance, role, 139

Nano accounts, 20
NASDAQ composite index, gain, 29–30
New York Board of Trade (NYBOT), 37
New Zealand Dollar/U.S. Dollar (NZD/USD)

event (2009), 139–140
support, 139f, 140f

Noncommercials, 49
long position, 54, 54f
small speculators, contrast, 51
timing, problem, 54

Non-European countries, PPP calculations, 160
Nonreportable positions, reportable positions

(contrast), 49–50
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Observation, power, 59
Odd lot trade, 48
One and twenty compensation, 73, 78
Organization for Economic Cooperation and

Development (OECD), 159–160, 185, 191–193
Economic Outlook, 191
Eurostat PPP Programme, 193
growth projections, 192t

Other People’s Money (OPM), 71
management, 79

Overnight Index Swap (OIS), 181
rate, 175
spread. See London Interbank Offered Rate

Overnight lending rates, target, 153

Paul, Ron, 211
Percentage allocation management module

(PAMM), 75–76
Peso

intervention, 100
purchase, 100
undervaluation, 160

Physical delivery/settlement, 16
Piggyback effect, 75
Pip calculation, 21
Pip value, 20

trading, 124
Ponzi, Charles, 79
Positions

examination, 22–23
trades, contrast, 23

Positive carry, achievement, 138
Practice, importance, 3–4
Purchasing power parity (PPP), 157

calculation, 159
comparative price levels, partial view, 160t
example, 162–163
theory, 158
usage, 163

Pyramid scheme, 133

Quantitative easing (queasing), 165–166
downside, 166–167

Quantum Fund, 90
Quote currency, 15, 20

second member, 23

Real estate. See Hot real estate
Reportable positions, nonreportable positions

(contrast), 49–50
Reserve Bank of Australia (RBA), 92–94

cash rate, bottoming, 121t
intervention, 93f
positive carry, 120

Reserve Bank of New Zealand (RBNZ)
interest rates, reduction, 179f

(2008-2009), 180t
kiwi weakening, 33–34

Reserve Bank of Zimbabwe, money printing, 167
Risk

elimination, 125–126
embracement, 179–180
reduction, stops (tightening), 124–125

Russian ruble, problem, 94–95

Scam avoidance techniques, 201
Scared money, 72
Sentiment, observation, 68–69
Short position, 23–24

entry, penalty, 151
Short sterling contract, 150

(2009), 151t
Short-term ECB minimum bid rate history, 136t
Short-term interest rate contracts (STIRs), 150

short sterling, 150f
Short-term RBNZ overnight cash rate history, 140t
Short-term SNB interest rate history, 138t
Short-term U.S. Federal Funds rate, history, 136t
Signal services, avoidance, 201
Single currency, 10
Small speculators, 49

large speculators, difference, 50f
noncommercials, contrast, 51
superiority, 51–52
USD/JPY decline prediction, 52f

Soros, George, 90
impact, 107–108

Spot currency market, trading (currency order), 15
Spot Forex contracts, settlement, 17
Spot markets, 16

trading, 17
Standardizations, 19
Standard & Poor’s 500 (S&P500), 37

(1996-2007), 141–144
bear market, 142
EMA support, 143f, 144f
monthly chart, uptrend, 141–142
resistance, 143f
support/resistance, 142f

Stimulus, achievement, 11
Stock market

intentions, 86
leverage, comparison, 26

Stocks. See Hot stocks
market sentiment, 60

Stops. See Trading stops
Success, key, 4
Swiss franc, weakening, 108
Swiss National Bank (SNB), 97–99

BIS intervention, 100
EUR/CHF increase, 103–104
EUR/CHF intervention, 98f
EUR/CHF level, 107f
intervention, 104–105

change, 106f
short trapping, 104f
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Swiss National Bank (SNB) (Continued )
Swiss Franc, problem, 98
tactics, change, 106f

Technical Analysis of Stocks & Commodities,

119–120
Technicals, fundamentals (relationship),

120
TED. See Treasury bill/Eurodollar futures contract
Time horizon, 163–164
Trader, interest reward, 111–112
Trades

momentum, 146
piggyback effect, 75
position, contrast, 23
zero-sum game, 199

Trading
ability, 115
knowledge, time (involvement), 6
passion, 9
robot, 202–204
rules, usage, 5
scenarios, 198–199

Trading stops, 121–123
adjustment, timing, 126
creation, 123
increase, 124f, 125f, 127f
tightening, 5, 124–125
usage, 5

Treasury bill/Eurodollar futures contract (TED)
spread, 176–178

impact, 178
spikes, 177f

Triennial Central Bank Survey of Foreign

Exchange and Derivatives Market Activity

(BIS Survey), 186–188

Unemployment, news, 65–66
United Kingdom

AAA credit rating, S&P downgrade,
60–61

GBP/USD, relationship, 61f
Freedom of Information Act, 92

United States, money (printing), 169–170
U.S. Dollar/CAD, parity, 163f
U.S. Dollar Index (Dixie) (USDX)

bounce, 131f
components, 38f
contradiction, 42–45
European currencies, impact, 38
measurement, 37
money, making, 39
origin/history, 38
support/resistance, example, 39f
trade confirmation, 39–42
usage, 37
weekly chart, support problem, 44f

U.S. Dollar/Japanese Yen (USD/JPY)
decline, small speculator prediction, 52f
decline/support, 85f
head/shoulder pattern, 84f
movement, BoJ intervention, 87f
pair, movement, 84
relationship, 175–176
spikes, BoJ/MOF comments (impact), 86f
spot chart, futures chart inversion, 53f
uptrend, 87–88

U.S. Dollar/Swiss Franc (USD/CHF)
event (2008), 137–139
resistance, 138f

U.S. Dollar (USD)
benefits, 178–179
capital flow, impact, 31f
collapse, 84
daily turnover, 187
decrease, 24f
gains, CAD gains (contrast), 162f
Index, increase, 175f
performance, 62
rally, problem, 92–93
reserve currency, 208
sentiment, strength/positivity, 64–65
short-term bounce, 132
strength, 65, 97, 178f
USD-based account

trading, example, 21
usage, 145–146

USD/EUR comparison, 68f
USDX, increase, 63f

U.S. Federal Open Market Committee, membership,
12

U.S. Federal Reserve (Fed)
creation, 207
illegality, 211
rescue, 208–209

Usable margin, 25
Used margin, 25

Weimar Republic, hyperinflation, 169f
Winners

definition, 4
emulation, 110–111

World Bank
creation, 189
IMF, relationship, 188–190

World Economic Outlook (WEO), 189
Worst-case scenario, 129

pip gain, 129f

Yield-seeking investors, enticement, 90

Zero and twenty, compensation, 73
Zero-sum games, 199–200
Zimbabwe dollar note, issuance, 168f
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