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throush rhe seasons. Prices move in ahernarins s,avcs or
bullish and bearish senrinenr and rhrough scasons, narkcd

lor_bl' 
rime, but by econoniic cyctes. Ai riris nidpoinr of

?007 ,r is st,ll summer in thc world economy. Whitc rhe
u.5. economy N more rentative than othcrs, EuroF, Led by
L,er 'nany,  ls  expcr iencing growth,  and widr  i t  fears of
unrarncd. inn:rb,r. The Euhfean Cenr.al bank on June 6
r m r m . . J  r . t r . ' r  , r $ , ,  4 " o  . .  h , ' r .  r n , r n a e c  g -  u r h .  t - , r r'h(  bdnr  . ' i . .  '  !ur .  pJ cunr  em , r1. .  rn r r  , l . . rurr  .v  r .  crce-J.
ug the official 2% rargcr. Asia, wnh China and tndia, is
generat ins douLIe{ is i r  s .oss domest ic  fnx lucr  (GDp)
growth but irs equiry markes arc overheaterl. \er, rt s tne

WATCHING THE YEN

Tr 'l

trVe on tfre ven

eariDq brcal ol {e*ly rrend

s summer reaches its zenith, the world economy and
rts cenrral banks do not take vacatons. The appeal
of the turex m|rket is rhrt  i r  ccDrinucs ro f1o!v

brllion wonh of ycn re residing in carry trade rnvesrrncnts
wherc ycn rre borowed ancl ttre noney rs placeLt in highcr

i r { r r m p n r .  T h , .  ,  h . , l . e r p (  , . .  i n B  , t , (
l . t ' 1 p \ r  u ' . ' r , r n \  i '  r u  l e . r b l e . .  . r i r n u t a , < . o r , u n e r
dem.rnd ro offser much ofthe econornic growth that depends
on a we:lk yen srnnuhring exFofis.

_ 
F,r  r r  r . ,n . lar  'enr" l ,  r . .  v ip$rn a\  l . .J i . f  r )d(  , r_r  ,  rhe

t r . r  r r ' J , r , , r r l . I h ,  r n ' l - e l - , , r  , , r . r , t  . i r , r . r r r o  , . .  W r , . t t  r e c  .
nically ihe yen is i'eak, rhe rrcnd may $on be at an end.

.]he 
tipping potrn fd rhe jaFncse econoNy nky very wcll

be base.l on exosenous factors. lf U.S. grow.h is beftcr than
exp€cred, Jafanese growih will hencfir, as ir is a significanr
rnding partner of the United Srares.

If Eurcpon urterest ntes are expecterl to tup our at cur-
rent leveh, a weaker euro curency will tend ro shift Llemand

, .  s , r J "  r h e  v . n  { l - .  r  ' h .  r  h r r r e , c  .  o r r r r n , r e  r .
allow rheu cuncncy, the renmirrbi, ro increasc, rhc
denand for yen will cdlcomirantly increase. In any
ctrse, in rhe coming nionths dre yen presenrs trade.s
wuh so rc srgnriicanr opportuniries. Leis cxprorc now
ro share what  many cal l  a  ser-and- let  s t rategy n
respnsc ro rhc cuftent marker moves.

A * ,  inJ.  er  r id-  r .  o"( , ,mrrp r t , r t - rc  ,  r , r ,  . r  .n . t .
on rh,  U>D/J l \ .  t t -e  que. iun t r . . ,me.  -Whar 

b a
sood tocarion for such a shorr and whcnt" A rerum of
the price undcr the psychological 6aricr of 122 would
be a firsr sisnalto permir ro sell this pair.

, 
Anodrer lsful indicaror, for rimins dre cnfty {or

buyrng a tonger tcnn rjosirion on rhc yen, often over-
looked hy r rudcN who isnore tundamcnrals ,  N ro
qa'rinc rhe yen Tftde \Vcishrcd lndcx (Twt). Thc
TVI rellects the nading relationship of]rpan and as a
resuu frovtes a neasu.e of how strong or weax the
yen is lsainsr a baskei ofcuftencies.

The TWI b:rsker is weightcd,s folldvs: usD (6r%), EUR
(26'10), CBP (6.3,/.), AUD (1.6?yo), and CAD (1.20%). we
.  n. .ee rh. , r  ,  |  (  \s  h. ' .  br . , l  en , :11 ,n rnJ er . r red a I . t  r rod
' i F l , b . ' l  $ e ' k r e - .  I i , h c v d  l W t  , n u . e  \ : r I  a l . , r . . r r
port, rhe value of rhe yen, lron a global iradins Ninr of
v i e u .  u . , L I  l  b e , h , k  l e . , r  i r , t .  i a n .  r e , r i . r  n p n .  d l o  s u , r t d
be I  fu fd i rn! f r i lhr )  sLsnat .

_ 
Tradcn shoLrld also keep in mind rhar rhe EUR/Jpy, rhc

CBP/IPY ui the AUIIJPY also are tikely to provicle retated
tradtr re opportuni t ies.  \ve are nor  yer  therc,  but  good
posirion rradins reqaires a lcn of!:uience.

Abe Cofnas ir pEsident of tearn4x.com LLC and autior of Urde6hndrdg
Fo/ex: ftadinq to Win. E-nait: team4x@eadhtink.ner.

fte neetry yrn ptiie pattein sl|ors dE ieginnl|u 0l a lo|g l€m tend reversal-
IJSD/JPY,IVIt|(IY
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l r p a , r " , .  s . , n ,  m v .  r l : e  < . u r  J  t , f s " . ,  .  r h u  , h \ . , ^ F , l
r r < ! . r ' r i r u  |  , !  m o . ,  u r ,  e . r ,  . , )  , n J  . , \  a

result rhe besr rrading opfo.tuniries.

, 
The mosr rccenr cconomic data releases coming trom

I " r r n  r  r . . ' r d "  r h , , \ r m r * r r , . , -  i m p e n o , , , L ' , , e "  n , , " . . .
In l l " ' i , .n  rernr  , . .  .  0 .0o.  r , r ,  v t r  r r  ernpl" l r rn.nr  rcv. , .
i , , ,  a ,  , h L  r  t o w * r  r , r e -  ,  i . ,  d e ,  , . t . .  A d J , , , . , n . ,  \ ,  , J . ,  , , ,  . . , p
r r J r r x F n J | u r L L l r '  . h ,  w ( . r r I  i n . r F . r  ( . , b ,  v ! . . r t | ( ( r , r i ,  r .
Srill The Bank ofJafan (Bol), which declared rhar it will
encour.se rhe uncollaterahcd ovemighr call .ak rc rcnarn
at dolnd 0.5%, is L)okng for thc first c,pportullry to raisc
rares. Ifrhe Bol docs increase its overall call rate, Japanese
consu'ners will be able to eam more inreresr income and
keep more capiral ai home. It is estinared rhar nearly $500
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