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Quotable

“Well, you can just stop and think of what could happen if anybody with a decent system of government
got control of that mainland. Good God.... There’d be no power in the world that could even—I mean,
you put 800 million Chinese to work under a decent system... and they will be the leaders of the world.”

— Henry Kissinger, On China

Commentary & Analysis

Dollar Retrospective Chart 1971-2016: Next Major Cyclical Driver?

Here’s a retrospective and, hopefully, some perspective on the drivers of the long-term trends in the US
dollar index in the era of free-floating after President Nixon closed the gold window on August 15" 1971
and rendering the Brenton Woods system to the dustbin of history. | have added the major macro (blue)
events and more specific triggers (maroon) that led to multi-year trend changes; i.e. bull and bear markets,
in the dollar.
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https://www.youtube.com/watch?v=iRzr1QU6K1o

Also notice | have added an Elliott Wave count to the current US dollar bull market which began
back in March 2008, triggered of course by the credit crunch, aka the saturation of the US
capital markets a la the massive recycling of the Chinese trade surplus.

I am expecting one more wave higher (5) to a US dollar bull market which is getting a bit long in
the tooth when measured against the other bull and bear periods.

Besides the technical wave view, there are a couple of other reasons why | think this dollar bull
has more juice left:

1) We have not reached the stage where soccer moms and grocery store baggers are talking
about the US dollar. There is just not enough love yet. The dollar bull won’t end until we
witness an explicit extreme in bullish sentiment; we aren’t there yet.

2) This rationale is a bit speculative, but | have believed for a while the next growth
phase in the world economy will be driven by an Asian consumer boom. We
have started to see outlines of that, but we are not there yet. China will have to rebalance
first, and that process is still underway. Secondly, this consumer boom will likely be
coincident with development of a viable and deeper Asian capital market capable of
handling the foreign direct investment flow into Asia part and parcel to a local boom in
demand—that hasn’t yet materialized.

Why would an Asian consumer boom lead to a change in the cyclical trend in the US dollar? 1
suspect because both hot money and foreign direct investment will overwhelmingly be targeted
to Asia; and additionally China will no longer be concerned about holding US Treasuries to
suppress its currency appreciation. A relatively strong Chinese yuan would further enhance the
wealth of Chinese consumers and also satisfy China’s longer term strategy of challenging the US
dollar world reserve currency status. As indicated, this view has to be considered guess work at
this stage, but I think has a degree of plausibility.

That said, there is always the Black Swan event lingering out there which may be a driver of a

trend change. But the pointis, until there is another macro sea-change in the global economy,
the US dollar bull market should continue.

Sign Up for Black Swan Forex Free Week

If you would like to sample the Black Swan Forex service, simply send us your name and email
address and we will set up with full access to our service.

Here is what you can expect from the Black Swan Forex service:

1. Morning Report
a. Update on current open positions
b. Market comments — general market comments & key news
c. Levels — Support/Resistance, Swing, & Pivot levels for each major pair both hourly
and daily basis
d. Comments on each of the major pairs
e. Chart View of each of the major pairs

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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2. Updated details Elliott Wave analysis — emailed and posted to our site archives

3. Occasional audio/video updates on the technical setup of the major pairs (also posted to
site archives)

4. Suggested trading ideas laying out all necessary levels — entry/risk/two profit targets
a. Sentin atimely manner through email, Skype, and text to mobile phone
b. Continuous follow up through the life of the trade idea — risk adjustments, updated
profit levels, and specific commentary

5. Access to me via email, Skype, or telephone (after noon ET for phone calls please). |
cannot give specific trading advice, but I am happy to clarify and discuss any thoughts
and ideas | have shared in the service.

Our analysis is completely independent. We have no ax to grind or story to prove. We take what
the market gives us. Our trades are driven by the Elliott Wave pattern setups keyed off the
hourly charts. Holding period is normally about two to four days.

This is an active trading service which can benefit both the sophisticated individual trader and
institutions seeking specific actionable ideas and ongoing research. But even if you don’t
consider yourself “sophisticated” and want to take advantage of the profit potential, you may be
able to do so through our Trade Copier Program; you can click here to find out if you are eligible.

You can find our track record posted here at our site.

And in case you don’t know this — | eat my own cooking; i.e. | take the same trades in my sport
forex account as | suggest to you. [Note: We do not trade currency options for our own account
at Black Swan Capital due to the potential for front-running as options markets can be quite
thin.]

Thank you.

Jack Crooks

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