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Quotable
“Itis in the nature of the human being to seek a justification for his actions.”
— Aleksandr Solzhenitsyn

Commentary & Analysis
US $: It ain’t over till it’s over.

8 lot by watching"

— Yogi Berra

B

Despite the rising probability, along with incréasing sentiment and real positioning, suggesting the US
dollar cyclical bull market rally is over (ending with the peak in early January 2017 labeled 5 of Il below),

the jury is still out. Why do | say that? Well, below are some rationales to consider:
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1) Technical analysis - based on our pattern analysis, and understanding of Elliott Wave Theory,
long term critical support comes in at 89.65, as labeled; it has yet to be broken. Until then, the
move down from January 2017 can be considered a deep correction.

2) Yield spread — there seems a strong correlation between the movement of the US versus
Eurozone 10-year yield spread (blue dotted line in the chart above) and the direction of the US
dollar index. This of course assumes vyield is the driver; we don’t know how much the movement
in currencies drives yield; we do know currency prices feedback into fundamentals. But, despite
the good growth data flowing from Europe, the Fed’s future path still seems more bullish than the
European Central Bank. If so, the yield spread will continue to rise in favor of the US dollar. It
could act push the buck higher and surprise the crowd.

3) Momentum — weekly momentum (MACD) is turning higher from what seems “oversold” territory.
Granted, this in isolation isn’t a strong indicator, but with other supportive evidence it seems a net
positive for the bull story.

4) Positioning — speculators positioning levels in currency futures often provides a good indicator of
current sentiment. And when these positioning levels reach extremes—measured by comparing
to past peaks and valleys—it often signifies a change of trend may be in the wind. | have
attached the most current position chart below (data taken from the Weekly Commitment of
Traders Report by the CFTC). Note: | have circled the past “bullish extreme levels” and also
noted those levels on the dollar index chart above. In June of 2011 and October 2013, these
euro bullish extremes did a pretty good job of defining an intermediate-term bottom in the US
dollar index. And interestingly, we are now at a bullish extreme in the euro not seen since 2011.
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So, we play our primary expectations, but we should also do our best to remain open to new information
that may prove us wrong. Hopefully, if you are a dollar bear, this piece will help.

Black Swan Capital’s Currency Currents is strictly an informational publication and does not provide personalized or individualized investment or trading
advice. Commodity futures and forex trading involves substantial risk of loss and may not be suitable for you. The money you allocate to futures or forex
trading should be money that you can afford to lose. Please carefully read Black Swan’s full disclaimer, which is available at
http://www.blackswantrading.com/disclaimer
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Subscribe to our Forex service. If you would like to sample our service for one month, please send us an
email to request.

Las Vegas Traders Expo

| am speaking at the Las Vegas Money in early November. Below is a link and summary of my
presentation should you be interested in attending.

https://www.moneyshow.com/events/conferences/tradersexpo/tradersexpo-las-
vegas//workshop/f0113342d1b84363ac76e6d264d198a4/black-swan-foreign-currency-
trading/?scode=043837

Here is a summary of the event and a list of speakers:

https://www.moneyshow.com/events/conferences/tradersexpo/tradersexpo-las-vegas/?scode=043837

Regards,

Jack Crooks, President, Black Swan Capital
jcrooks@blackswantrading.com
www.blackswantrading.com

772-349-6883/ Twitter: bswancap
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