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Is this a mediocre lemming-like market where your earnings
has nothing to do with your abilities or … is a rigorous and
highly demanding one, where certain skills are required?

One way to assess the type of market in which we operate is through the analysis of
the Forex market, and more particularly the performance of each currency category.
But, first of all, let us show you what these categories are.

Currency Category

*

Examples

The best environment

“Stores of Value”

Considered
the savings currency. Usually the
ones with lower yields.

CHF, GBP, EUR

When it seems that the
world is going to hell

“Standards of Value”

NOK, ZAR, AUD, NZD, CAD,
BRL

When money-printing
excess looks to reflate the
economy & asset markets

MXN, CNY, SGD, PHP, THB,
MYR, IDR, JPY, KRW, TWD

Global Upward cycles.

Considered the commodity currencies.
Are those backed by gold or other
commodities traditionally held within
the country.

“Means of Exchange”

Trading
currencies which do a lot of trade with
the “high income – high consumer”
economies

*Categories defined by Pierre Gave in its
May 14 paper.
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Now, let us go through the analysis of the year to date
performance of each currency category, in order to asses
what type of market we operate in.
Currency Category

“Stores of Value”

Global Assessment of YTD Specific Behavior of
Performance (vs USD)
Currencies (vs USD)
NEGATIVE
PERFORMANCE

CHF (-4,6%)
GBP (-5,4%)
EUR (-1,8%)
Positive to Stable Performance:
BRL (+1,4%), NZD (+0,1%), CAD (-1%)

“Standards of Value”

MIXED
Negative Performance:
ZAR (-7,8%), NOK (-4,13%), AUD (-4%)

Positive Performance:

“Means of Exchange”

MIXED

MXN (+6,8%), THB (+3%), MYR (+2%),
CNY (+1,4%), PHP (0%)

Negative Performance:
IDR (-1%), SGD (-1,6%), TWD (-2,55%),
KRW (-3,7%)
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Graphically, the mixed YTD performance of the currencies
within the last two categories
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The messages derived from this analysis are clear.

1st Message: “According to the most liquid and sophisticated market (Fx), the
World is not going to hell”
 Otherwise, the first group of currencies (“Stores of Value”) would have appreciated instead of
experiencing a very rough time this year.
 Investors are stepping away from classic safe-haven currencies,

2nd Message: “This is no longer a lemming-like market, but a rigorous one that
requires of certain skills”
 Otherwise, the performance of the currencies within the other two categories would have
been similar.
 Instead, the mixed performance within the two categories (Standards of Value & Means of
Exchange), suggests two things:
1. Investors would be now displaying a more discerning approach
2. Aspects such as underlying fundamentals matter now much more
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About our Perspectives. The “Bullet points”
1. This pattern will continue developing.

2.



Uneven performance of currencies (even those within the same category)



Uneven performance of equity markets



Uneven performance of sectors within the same market (both in equities and credit).

What means that we are not dealing with a “goldilocks” type market … nor a lemming-like
market.

3.

You should not assume that the next two years will be the same as the previous five years.

Investors will probably continue displaying a more discerning approach, where aspects
such as underlying fundamentals will matter much more and should stand as the most
decisive factor.

4.

Knowing this, and according to our outlook for the global economy and financial markets
environment, we to advocate for positioning portfolios structurally in assets (equities, fixed
income and Fx) related to the currencies of the third category “Means of Exchange” (except
those closely linked to the JPY).
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Instruments and ideas that suit best the environment described
Tailor made products
1. Currency basket, Mean of Exchange-type (vs USD).


Underlying currencies: CNH, THB, MYR, IDR & INR (equally weighted)



Upside potential: 85% of the basket appreciation vs USD (no coupon payments)



Guaranteed Capital: 95%



Maturity: 3 years



Issuer of the note (credit risk): HSBC senior, Rating Aa3, A+, AA-



Possible scenarios at the end of the product:
1. If the basket has appreciated versus USD at maturity date, client will receive 100% of principal
plus 85% of the appreciation.
2. If the basket has depreciated versus USD at maturity date, client will receive 95% of principal.

For further details, please contact with our trading desk in Andorra or Panamá
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Legal Disclaimer
All the sections in this publication have been prepared by the team of analysts from the financial institution.
The views expressed in this document are based on the assessment of public and private information. These reports contain evaluations of a
technical and subjective nature on economic data and relevant social and political factors, from which the financial institution’s analysts have
extracted, evaluated and summarized the information they believe to be the most objective, subsequently agreeing upon and drawing up
reasonable opinions on the issues analyzed herein.
The opinions and estimates in this document are based on the market events and conditions that took place before the publication of this
document, and therefore cannot be determining factors in the evaluation of future events that take place after its publication.
The financial institution may hold views on financial instruments that differ completely or partially from the general market consensus. The market
indices chosen have been selected following the exclusive criteria that the financial institution regards as most appropriate.
The financial institution cannot in any way guarantee that the predictions or events given in this document will take place, and expressly reminds
readers that any past performances mentioned do not in any circumstances imply future returns; that the investments analyzed may not be
suitable for all investors; that investments can fluctuate over time in terms of their share price and value; and that any changes that might occur
to interest rates or currency exchange rates are other factors that may also make it unadvisable to follow the opinions expressed herein.
This document cannot be regarded, under any circumstances, as an offer or proposal to buy the financial products or instruments that may have
been mentioned, and all the information herein is for guidance purposes and should not be regarded as the only relevant factor when it comes to
making a decision to proceed with a specific investment.
This document does not, therefore, analyze any other determining factors for properly appraising the decision to make a specific investment, such
as the risk profile of the investor, his/her knowledge, experience and financial situation, the duration or the higher or lower liquidity of the
investment in question. Consequently, investors are responsible for seeking and obtaining the appropriate financial advice in order to assess the
risks, costs and other characteristics of any investments they wish to make.
The financial institution cannot accept any responsibility for the accuracy or suitability of the evaluations or estimates of the models used in the
valuations in this document, or any possible errors or omissions that may have been made when preparing this document.
The financial institution reserves the right to change the information in this document at any time, whether partially or in full.
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