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ABOUT THE AUTHOR 
I N T R O D U C T I O N 

 

 

My journey in the investment and trading world started shortly after I graduated 

from the University of Pisa, Italy. I then travelled to New York City USA., where I attended 

exclusive courses by Steve Nison who introduced the western world to the art of the Japanese 

candlestick as a tool for analysing market trends and investment decisions.  

I have been working as a full-time trader and an independent financial analyst 

since 2007 hence I established Trading with David as a niche investment service with the 

primary focus on FX markets and commodities. During that time, I collaborated with reputable 

financial trading services and investment magazines. And from 2012 -2013 I worked as a hedge 

fund manager for an Italian Bank boutique. In 2018, I began providing market analysis and 

trading ideas for a major European commodity investment company up to this date. 

I published several trading and investment books to pass on my knowledge and 

expertise on how to analyse the financial market correctly and have the odds on your side to 

become a profitable trader. My approach is based on low-risk investment strategies across all 

markets to achieve a balanced asset allocation through diversification and risk management.  

I have several other books for those who wish to learn more about certain aspects 

of trading such as Forex, Commodities Spread Trading, and Options so you can see how I 

approach other markets. Through educational channels, I coach independent investors on my 

personal trading strategies and how to apply them in different market conditions.  

You can find out more about my educational library on 

https://tradingwithdavid.com to develop an extraordinary edge to your trading and 

investments plan with a deep understanding of the macro environment, along with advanced 

analysis and risk management they are designed to build or improve your trading skills. 
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ABOUT TRADINGVIEW 
I N T R O D U C T I O N 

 

 

My favourite trading platform is TradingView. While I have used many other 

platforms in the past, I have found this innovative platform has all tools and versatility that 

once were only reserved for investment firms’ players. The popularity of this platform among 

active traders ranging from institutional traders, financial software companies, and retail 

traders is a testament to its user-friendly interface. 

Created by MultiCharts as a browsing web-based charting platform. It offers a 

multitude of features that allow market enthusiasts to connect and collaborate via a chat 

window, sharing ideas and exchange opinions in real-time - this is particularly useful for those 

who wish to follow a certain style of trading by following specific members without the need to 

subscribe to their chat room at an extra cost.  

Another feature that is extremely important for active traders is the ease of 

writing scripts. The programming language that TradingView designed is called Pine Script, it’s 

lightweight yet powerful which lets anyone develop their own proprietary indicators and 

strategies to be published on the community hub. 

The platform has one of the largest social networks driven by traders and 

investors who contribute trading ideas for the public to interact with and learn from – a place 

where top analysis and valuable content are presented daily by professional traders globally. 

With over 100 ready-to-use indicators, and over 5000 scripts commonly used for researching 

and backtesting. TradingView lets you discover a new world of trading and showcase your 

talent by being a part of a dynamic and robust community of traders. 

And if speed of trade execution is your priority, TradingView allows you to 

integrate your account directly with your brokerage account.  

Personalization is truly the greatest aspect of this platform; you could build 

spreads and compare two or more charts with ease. Every single instrument can be customised, 

and every detail can be modified. It has been my preferred charting platform for all the reasons 

mentioned above and more - you will be able to follow my new trading ideas and the articles 

that I regularly publish on TradingView to expand your knowledge and improve your trading. 
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PREFACE 
I N T R O D U C T I O N 

 

 

Forex is the most exciting and dynamic market to trade. By far the largest financial 

market in the world with a daily volume of $6.6 trillion according to Bank of International 

settlement thus the most speculative market with its unique attributes that impact businesses 

around the world.  

It is easy to start trading currencies, especially with the advent of the internet and 

the feasibility of opening a trading account – prompted by a plethora of Brokerage firms that 

require no more than a couple of hundreds of dollars to start trading currencies immediately. 

However, what is not easy, is being constantly profitable. 

In this book, you will discover a new way of seeing the Forex market and how to 

analyse a currency pair. You will learn the dynamics that really move currencies and the reasons 

behind specific moves. We look at the forces behind the rise and fall of currency pairs – without 

the use of any indicators. The forex market is like an ocean, you will learn to swim with the big 

sharks and not be swallowed by them.  

My method of trading is a culmination of over 25 years of experience in the 

financial markets as well as my expertise as a hedge fund manager. It is a well-defined strategy 

that institutional speculators use for their portfolios. By following the footsteps of the 

institutional traders, you will have the odds on your side. I will show you the ropes to becoming 

a successful forex trader. 

At first glance, some concepts may seem complicated, but I assure you that with 

time and practice you will assimilate them without any problems, it will become second nature 

to apply them in your forex analysis.  

You will begin to see a currency pair as a whole and not as a single entity i.e., price 

action – but rather as two opposing economies. A currency is the mirror of its economy; 

therefore, you will analyse EURUSD as the Eurozone versus the American economy. This 

concept is the starting point of the entire analysis that you will learn.  

It took me about four years to write this book from the first edition to the latest 

one. As with time, new topics have been added and updated.  
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“Forex with Fundamental Analysis” is a book that will change your way of trading 

the forex market. With its modest price, it is my gift for all those who aspire to become 

professional traders.  

For any questions, do not hesitate to contact me at the e-mail address 

info@tradingwithdavid.com it will be a pleasure to answer all of you. Also, visit my website 

https://tradingwithdavid.com where you will find free articles, analyses, and books. 
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THE HISTORY OF FOREX 

C H A P T E R   1 

 

 

Forex or FX stands for “Foreign Exchange” or exchange of foreign currency, the 

currency purchased by travellers when visiting another country. For example, you can sell 

Dollars and buy Euros to travel to an EU nation (i.e., France, Portugal, or Italy). However, the 

online Forex market is 90% speculative, which means that the operator does not take possession 

of the actual currency, in physical form, but rather opens and closes trades making a profit or 

loss which is then recorded on the online account. 

The currency market owes its existence to the abandonment of the Bretton Woods 

agreements in 1971 and the ensuing collapse of the fixed exchange rate regime. In 1967, a bank 

in Chicago refused to give a loan in Pound Sterling to a college Professor, Milton Friedman as he 

intended to use these funds to sell the British Pound Sterling.  

Friedman had perceived that the British Pound was overvalued against the US 

Dollar. His intention was to sell the British Pound and then repay the bank after the Pound had 

depreciated, thus pocketing a quick profit. The Bank’s refusal to give the loan was due to the 

Bretton Woods agreement which was established twenty-three years before fixing the value of 

the British Pound against the Dollar. The Dollar exchange rate at that time was valued at $ 45 

per ounce of gold. 

The Bretton Woods agreement was signed in 1944 to introduce international 

monetary stability to prevent the flight of capital abroad among the various nations and to 

restrict speculation on currencies. Before the agreement, between 1876 and the First World 

War, the gold trade was prevalent and dominated in the international economic system. 

During this period, the currencies acquired a new phase of stability which was 

reinforced by the price of gold. Pegging currencies to gold was abolished since the old practices 

used by kings and rulers arbitrarily, devalued the money and triggered inflation. Nonetheless, 

the standardisation of the gold exchange had its flaws. As economies grew stronger, imports 

from abroad quickly increased, causing a drop in gold reserves that were needed to print money. 

As a result, the money supply decreased, and interest rates levitated therefore the 
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economic activity was reduced until recession began – this led to the prices of goods reaching 

rock bottom. This depreciation attracted purchases from other nations, which gave rise to a 

fever of purchases that were injected into the gold economy, bringing down interest rates which 

in turn revitalised the health of the economy. 

The rapid economic expansion prevailed during this period until the First World 

War which interrupted the flow of trade and the free movement of goods. After the wars, the 

Agreement of Breton Woods was signed, and the participating countries agreed to maintain the 

value of their currency within a narrow margin against the US Dollar and the corresponding 

value of gold as needed. In various countries, it was forbidden to devalue their currency to 

benefit their businesses, but they were only allowed to do less than 10% devaluation in some 

cases. 

In the 50s, the increasing expansion of trade volumes led to a massive movement 

of capital generated by post-war reconstruction which destabilised the exchange rates that were 

set in the Bretton Woods Agreement. It was finally abandoned in 1971 when the US unilaterally 

left the Bretton Woods agreements, and the US Dollar was no longer convertible into gold. 

Since 1973, the currencies of major industrialised nations have begun to float 

freely, controlled mainly by supply and demand in the Forex market. The daily fluctuation of 

prices, the increase in sales volume and price volatility in the 70s, gave rise to new financial 

instruments. It was the beginning of market deregulation and liberalisation of trade. 

In 1978, following the second major devaluation of the US Dollar, the fixed 

exchange rate mechanism was resigned entirely from the US government and replaced with a 

floating exchange rate. This floating exchange rate, in turn, was adopted by other major 

currencies, turning them into goods whose value fluctuated because of the force of supply and 

demand. 

This free-floating exchange rate among all currencies of the world was the birth of 

the International foreign exchange market. In the '80s, with the advent of computers and 

technology, the movement of capital in the international arena has greatly accelerated – and 

extended to global markets throughout Asia, Europe, and the Americas.  

These same technologies have made it possible for private investors to enter this 

market traditionally dominated only by banks and institutions. Transactions in the Forex grew 

from about 70 billion dollars a day in the 80s, to more than 4 trillion a day in the next three 

decades, with about 90% of the volumes traded for speculative purposes. 

There have been several radical changes in the world economy in recent decades. 

Some of these changes have reduced barriers, and increased opportunities in world trade: the 

fall of communism in the Soviet Union and Eastern Europe, the renewed political reform in 
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South America and the continued liberalisation of the economy of China have launched the 

world economy by opening new markets and new opportunities. These events have upped their 

traditional trade barriers resulting in a tremendous increase in international investments. 

With the increase of trade among all nations they became more interrelated and 

dependent on each other. It spurred international investment and paved for an expansion of 

economic activities to a great extent with a greater interrelationship. 

Fluctuations in the economic activity of a country are reflective of the currency of 

that country which are immediately transferred to the commercial partners. These price 

changes in the products affect costs and profits therefore it affects the rate of currency 

exchange. 

Reports of economic data releases around the world, such as inflation, 

unemployment levels, as well as natural disasters or political instability, decide on the 

convenience of owning a particular currency, and affect the international supply or demand of 

that currency. In general, the Forex market is vital to the prosperity of the free world economy. 

Every single day currencies are bought and sold, of total value of over $6.6 trillion. 

It is by far the market with the most daily transactions equivalent to about four months of 

trading volume on the New York Stock Exchange (NYSE), which has an average daily traded 

value of 45 million Dollars. Forex, in essence, 100 times larger than the NYSE. 

Unfortunately, from 1971 until a few years ago, the owners of this market were 

the major banks, brokers and the big multinational corporations, and the only way to access it, 

for an individual investor, was to rely on banks who demanded a minimum of one million Dollar 

cash deposit. Also, the sophisticated technology of communication and trading needed were not 

yet within the reach of most individuals. 

With the great revolution of the internet, Forex online brokers allowed everyone 

to operate in the currency market with just a PC connected to the internet.  

But what is the essence of the Forex market? 
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INTRODUCTION TO FOREX 

C H A P T E R   2 

 

 

When trading Forex, you address scenarios that directly affect your life. For 

example, you purchase a product that is built outside the monetary area of residence. The final 

price of this product is not only affected by the production costs, but also by the evaluation of 

the exchange rate, which ultimately results in savings for the purchaser, equally it runs the risk 

of increasing costs.  

One of the main influences on international trades is the exchange rates among 

global currencies. The FX market is unlike the stock market whereby opening and closing hours 

at standard times from Monday to Friday. The FX markets start trading on Sunday at 5pm 

starting in Asia and close on Friday at 5pm US Eastern time. This is because the currency market 

affects all international trade and could not be restricted to certain hours. You can see the 

overlap of the zones of the different financial centres that produces an increase of volatility at 

intersections (Figure 1).  

Since the FX market is open 24 hours, in effect, it creates an additional opportunity 

for the development of your analysis.  

 

Figure 1 - The Forex Market Sessions (GMT) 

 

As you can see, the largest and most interesting overlap occurs between the 

London session, as it’s considered the most important FX session in Europe, and the New York 

session. During this period, the volatility increases dramatically due to many operators that 

influence the supply and demand of various currencies. So, the probability of having high 

volatility during the overlap of the two financial centres (London and New York) is very high. 
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Other overlaps are Sydney and Tokyo, and between Tokyo and London.  

The absence of a centralised headquarters in Forex with its predefined times of 

daily opening and closing makes it over the counter market often referred to as OTC. Trading 

takes place directly between two parties without going through the exchange, therefore, you 

can easily access the online virtual market anywhere in the world. 

As mentioned in the previous chapter, the Forex market is the largest and most 

liquid in the world, with over $6.6 trillion in daily trading. Trades are 90% speculative, 

generated not only by the large investors and investment banks but also by private investors 

with small capital through leverage. 

For example, if you invest with a leverage ratio of 1:100, this means for every $1 

you’re trading, you can trade up to $100 capital. The leverage, then, is a double-edged sword 

because your profits increase but also your losses are multiplied compared to your real 

investment. It is a reward that the market offers, but only if you use it well to benefit from this 

incentive.  

Another important aspect regarding Forex is that it is bi-directional, that is, you 

can get profit in both directions – when the market goes up or down. 

In the Forex market, you are going to buy and sell a currency compared with 

another one (currency pair). So, when you buy a currency pair, you buy the base currency (the 

first), and you sell the quote currency (the second). When you sell a currency pair, you sell the 

base currency, and you buy the quote currency. 

For example, if you decide to sell USDCAD, all you need to do is sell US Dollars 

which also means you bought the Canadian Dollars. If you buy EURJPY, you are purchasing 

Euros and selling Japanese Yen. 

To close the trade that you have opened, you must do the opposite of the previous 

trade. If, for example, you bought Euro and sold British pounds but now you want to close the 

trade, therefore you should buy an equal amount of the British Pound and sell Euro in order to 

have a zero net position. This can be done directly from the trading platform when you give the 

order to close the trade. 

In the Forex market, there are eight major currencies that makeup 80% of trade. 

Seven of these currencies, coupled with the eighth, the US Dollar (USD), form the so-called 

“Majors.” They are: 

EURUSD, USDCHF, GPBUSD, USDJPY, USDCAD, AUDUSD, NZDUSD. 
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Currency pairs that do not contain the US Dollar are known as Cross-Currency 

Pairs or only “Crosses.” Historically, if you wanted to convert a currency, you would first have 

to convert the currency into US Dollars and then into the currency which you desired. 

With the introduction of the Crosses, you no longer have to do this tedious 

calculation as all brokers now offer direct exchange rates. The most active crosses are derived 

from the three major non-US Dollar currencies (Euro, UK British Pound, and Japanese Yen). 

These currency pairs are also known as “Minors.” An example: 

EURJPY, EURGBP, EURCHF, AUDNZD, NZDJPY, GBPJPY, AUDJPY, GBPCAD etc. 

We also have what is called “Exotics” which are made up of a major currency paired 

with one of an emerging market or a strong but smaller economy from a global perspective, such 

as Singapore, South Africa, or European countries outside of the Eurozone. 

These currency pairs are not traded as often as the majors or crosses, so the cost of 

trading with these currency pairs can be higher, due to the lack of liquidity in these markets.  

An example: USDSGD, EURSEK, USDRUB, EURTRY, USDZAR, EURDKK, 

USDNOK, USDMXN etc. 

The major players in the Forex market are the Central Banks, investment banks, 

institutional investors, and hedge funds which, thanks to their financial capabilities, move the 

entire market. Along with that, we have seen private investors (retail traders) participating as 

well. They are, however, a tiny part, from the point of view of the capital held, compared to the 

big banks or hedge funds. 

Precisely because these retail investors are so small, they become prey for the big 

speculators with the possibility of being hunted. Most novice traders without any experience 

suffer huge losses because they are focused on the wrong things within the market. So, they 

make errors due to a lack of experience, such as the wrong position size. 

But how do you progress from being a hunted prey to a trader that follows what 

large investors do? thus becoming profitable over time? At the start of my trading career, I tried 

many strategies, but most of them had limitations in practice. They were based on tools 

(indicators) that essentially derived from a mathematical calculation – they were unable to 

evaluate the constant development of the market. I too was dealing with evolving markets 

(Forex, equities, commodity, etc.) using the same restricted tools. 

An example of this would be if a person dressed all year round in the same clothes 

without considering the change of seasons from colder to warmer days. The same is true in the 

Forex market and in trading in general. How would an indicator address these situations? It 

would always be an identical result because it is based on unchanging statistical and 
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mathematical calculations. So, it may not be the most appropriate method for all situations that 

arise when you operate in the markets. 

How can you approach this market then and be profitable, having at least the 

statistics on your side? possible if you understand some important benchmarks - I am talking 

about the Central Banks (which you will see in the next chapters), it is the real market makers in 

Forex which move the value of each individual economy in a realistic way (not speculative). 

Whenever Central banks' meetings take place, they capture the attention of the 

major players, and the release of economic data is a mirror of the true state of each individual 

economy. They provide essential information and fundamental boundaries to distinguish what 

is the real strength of the individual currency from what is speculative.  

These considerations are based on the method that you will see explained later, 

which allows me to manage my portfolio. Not only with the currencies but also with other 

instruments linked to the Forex market (such as options). It is crucial to have definite detailed 

plans and always know how to behave in every situation without falling prey to emotions which 

are often bad counsellors. 
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TECHNICAL ANALYSIS VS 
FUNDAMENTAL ANALYSIS 

C H A P T E R   3 

 

 

Fundamental analysis and technical analysis represent two different approaches 

that can be made when you trade Forex and other instruments. The first has to do with the so-

called fundamentals of the economy and its economic aspects. While the second focuses 

particularly on the price movements of a currency pair to understand and predict its subsequent 

movements. 

Both fundamental and technical analysis are useful in Forex: the two approaches 

can also be used together, for analysing financial market trends satisfactorily and profitably. 

Technical Analysis 

Technical analysis is the study of price trends with the use of charts. The interest 

of a technical analyst is to look for graphic representations that are drawn by price movements. 

Technical analysts evaluate market trends to understand possible future price movements. 

Conventional technical analysis is not based on any fundamentals of the 

underlying asset but rather applies a series of technical tools drawn on the chart, to allow for 

anticipation of future price movements. 

The tools available to a trader who wants to achieve this goal are many: among 

these, you have trading indicators, which are specific mathematical formulas that are heuristic 

or pattern-based signals produced by the price or other variables. A technical analyst can look 

at the charts, in the short-term, medium-term, or long-term and decide whether a currency pair 

is destined to fall or rise. 

The primary objective of indicators used by technical analysts is to try and predict 

the next price movements. One of the most overused indicators is the “simple moving average”, 

which is calculated on a certain amount of price data and is constantly updated as it moves from 
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period to period. Given an average of a certain time frame, the most recent data is added each 

time, eliminating the last data in the series from the calculation. 

The moving average can be used as a watershed between bullish and bearish 

trends, or as dynamic support or resistance (a concept that we will explore further on in this 

book). 

Fundamental Analysis 

When we talk about fundamental analysis, we refer to the process of breaking 

down the impact of macroeconomic and social factors on the relative value of the currency. The 

part of the economy that has to do with the forecasts on fundamental drivers. 

In fact, the price development of a currency pair also depends on geopolitical 

events, economic crises, wars, acquisitions of companies and multinationals, central bank 

meetings, market rumours, and so on. Based on this approach, therefore, traders can 

understand and analyse the economic aspects that are dependent on price development and 

then exploit them to profit from such news. 

The main difference between fundamental analysis and technical analysis is that 

for a fundamental analyst, it is necessary to examine balance sheets, data releases and statistics, 

whilst the second refers essentially to the study of the charts. 

Hence, a fundamental analyst focuses on economic theory and related accounting, 

econometric and statistical methods: it is an approach that, as you can guess, is based on a longer 

period compared to the horizon of technical analysis. 

The technical analysis can be set to different timeframes, a few minutes or even 

years. Whereas fundamental analysis does not have the same freedom of choice, as the data 

must be interpreted over time. Fundamental analysis and technical analysis, in essence, are 

concepts with a conflicting application of Forex, but it does not mean that they cannot coexist; 

in fact, several traders combine them in their analyses. 

For example, the tools of technical analysis can be useful to a fundamental analyst 

to give him the opportunity to understand when the most suitable time for the market entry 

(the timing) is. On the other hand, a technical analyst can decide which indicators to use as 

technical signals in addition to the economic fundamentals. In a nutshell, the buy or sell 

decision comes from a pattern on a chart that is also supported by fundamental data. 

Crucially, we must understand the differences and the characteristics of the two 

types of analysis. Starting from the importance of timing: this element, which is very significant 

for a successful trader, can be understood as the best time for market entry. With the right 

timing, the stop-loss is closer, which means higher odds of success and a reduction in losses. 
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The study of the charts (i.e., the technical analysis) allows you to understand the 

key levels of the timing. Another factor that deserves to be taken into consideration is that, 

sometimes, an event can already be priced into the market sentiment or price. In essence, 

fundamental analysis is incorporated into technical analysis. In other words, within the charts, 

prices are reflective of all the elements of fundamental analysis (the ones we mentioned earlier; 

political events, economic crises, and so on). 

Furthermore, it is worth pointing out that the fundamental analysis is less flexible 

than technical analysis, which allows one to focus on stop-losses and above all, to program the 

various objectives for other timeframes. 

Lastly, the aspect of finding information with ease. At one point, finding news and 

data was very complicated, especially for an average investor. Nowadays, thanks to the rise of 

internet search engines, anyone can find all the data and news to carry out a complete analysis. 

And that is what you will see later. 

In any case, you must not make the mistake of believing that for a long-term 

investment, you must opt for fundamental analysis, while for a short-term investment, you 

choose technical analysis. A watertight compartments division of this type of analysis is neither 

fruitful nor correct. With the appropriate measures and adequate knowledge, both methods can 

be useful in the short, medium, and long term. 

So, which of the two methods to use? Maybe a combination of both? 

When I worked for an Italian investment bank for two years, managing as a fund 

manager, I have seen enough evidence to conclude that technical analysis is not a source of 

alpha or edge. 

In an investment bank, nobody uses technical analysis. No indicator or oscillator 

is used, not even Fibonacci, Gann, or Elliott. The only thing traders of an investment bank looked 

at was the fundamentals. The only way to earn in trading is to increase your skills. No system 

makes you earn money automatically otherwise, do not you think the big investment banks 

would have used these indicators instead of employing hundreds of traders to assess the big 

macro picture? 

When you trade, it is necessary to study the reasons that drive the prices, and what 

moves them – you must learn the fundamental logic and not trade by looking at the charts only. 

And this is what you will learn in this book: to trade currencies like an investment 

bank. 

 

 



15 

INSIDE A CURRENCY PAIR 

C H A P T E R   4 

 

 

When we look at a currency pair, for example, EURUSD, we mustn’t see it as a 

single market, or as one price action – it’s incorrect. Instead, we need to see it in a completely 

different way. We must go behind the scenes and understand the dynamics and how the 

currency pair is formed. By doing this, we will understand the mechanics behind it so that we 

use it to our advantage when trading the pair.  

Again, we ought to see the currency pair as two variables separately, much the 

same as spread trading. When trading EURUSD, we analyse two separate economies: the 

Eurozone economy versus the US economy and not as a single market. By doing so, we examine 

each economy singly - this process will allow us to find strengths and weaknesses in each 

economy which then, these tendencies will materialise and develop with time.  

Conversely, when trading stocks, let’s take Facebook, for example, we look at the 

chart and its price movements, we know one of the fundamentals of the company is earnings – 

and if Facebook releases earnings lower than expected, the stock is expected to fall even though 

the Nasdaq index might rise considerably. Which peg the question, could we trade the EURUSD 

and treat it the same as Facebook? here we have a currency pair that constitutes two economies 

- clearly not. You cannot treat an individual company as two combined economies. All I am 

saying is that you should be acutely aware of the differences, and this is what I am going to delve 

into. 

Learning Forex is essential for all markets even if you do not trade forex. Whatever 

market do you decide to trade be it commodities, spread trading, or options (mainly in the US 

market)? We are dealing with transactions that require currencies in every country – profits and 

losses are measured in their functional currencies - be it Dollars, Euros, Canadian Dollars, or the 

Australian Dollar, and so forth. Hence, learning the Forex driving forces for managing foreign 

exchange risks will be very advantageous to your trading.  

Often, you hear about correlations (more about this later). Within Forex, the 

correlation between an economy and a commodity is interesting because the price of raw 

materials may heavily influence an economy and you will understand the concept better when 
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we get to Chapter 20 “Commodity Currencies”. 

One aspect you are going to see that I find important is the “Safe-Haven 

Currencies”. When we speak of safe-haven assets, we refer to gold and silver, in forex you can 

hedge your portfolio, with currencies such as the Swiss Franc and the Japanese Yen. 

We will explore safe-haven currencies in more depth in Chapter 19. As you trade 

currencies, it is crucial to always remember that this market was created primarily for 

international trade. 

Be cognisant that within the currency market, there are sub-factors that play a 

major role, such as speculative operations that come with enormous leverage. Leverage is 

nothing but a “game” invented to persuade more people to enter the market – to fathom this 

concept of leverage, ask yourself, would Apple lure its customers to buy an iPhone for $20 with 

leverage? Try going to the Apple Store and purchasing an iPhone for $ 20 tempted with leverage.  

Those of you that worked with high leverage got to see what happened at the 

beginning of 2015 with the Swiss Franc, and how much you can really lose with this “little 

game.” Very often Forex is seen as lucrative with the leverage notion in mind. Leverage is a risky 

game that has been offered by brokers with a double-edged sword – but what exactly leverage 

is? Leverage means you’re only required to put up a small amount of money (known as margin) 

to control a much larger amount. It enables retail traders to open positions without locking 

away a huge amount worth of capital. However, it magnifies both your profits and your losses.  

This is what often happens in the Forex market, and that is why so many people 

lose a lot of money trading Forex, perhaps even more than in any other market. The reality is, if 

trading Forex is handled the right way, you will be able to handle the risks associated with it 

adequately, thus becoming a good market for you to exploit. 
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CENTRAL BANKS 

C H A P T E R   5 

 

 

As I previously mentioned, the biggest market maker that moves the currency 

market is the Central bank. 

A central bank is a national institution that manages the currency of a country or 

group of countries and controls the money supply, literally, the amount of money in circulation. 

The main objective of many central banks is price stability. In some countries, central banks are 

also required by law to act in support of full employment. 

One of the main tools of a central bank is setting interest rates, the “cost of money”, 

as part of its monetary policy. The central bank is not a commercial bank. An individual cannot 

open an account in a central bank or ask for a loan, as with a public bank, it is not motivated by 

profit. Central banks have the power and decide whether to cut or raise interest rates, they build 

money creation programs, and adopt policies to extend or narrow the value of the individual 

economies and, consequently, the weight of their currencies. Their decisions can drastically 

move the foundations of an economy and, above all, can influence project development in the 

following months.  

If supply and demand are the underlying logic that moves a currency pair – what 

moves the markets, then? Markets are not moved by central banks (they are market makers) and 

most certainly technical analysis patterns or indicators in the overbought or oversold zone 

don’t move the market. These moves are initiated by investment banks that hold favourable 

advantageousness on their side. With their large positions in the market, they can tip the 

balance of supply and demand of currencies traded per se.  

Their investment models are derived from Central Banks’ directives; whereby 

large institutional investors take their trading decisions. And that is the logic behind trading or 

investing in the medium to long-term is purely based on the thoughts of those who move these 

currencies and the economies.  

Accordingly, you can take advantage of these situations exactly as the big 

investors do.  
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Figure 2 - EURUSD weekly chart (TradingView.com) 

 

Let us look at an example to gain a better understanding of this. In Figure 2 above, 

you can see the EURUSD weekly chart. On January 22, 2015, at the ECB meeting, it was 

announced the asset purchase program, the QE (Quantitative Easing). Namely, the Euro 

currency injection in the market. 

The announcement of the QE program introduction caused a drop of EURUSD 

from about 1.1600 to a price that has come to hit 1.1115 in less than 24 hours. 

By using several conventional indicators, many traders (I personally know some 

of them) saw an opportunity to enter a bullish position, after the first bearish wave on January 

22, the large investors capitalised on this move and pushed the currency pair further down on 

January 23 - negating all strategies that traders tend to use, which are essentially visual analyses 

that are limited by static indicators and fundamentally unsupported of economic trends. 

Forex and other markets, in general, not only have technical levels but also 

fundamental levels. In the chart the level of 1.1600, as you have seen, is the value of EURUSD 

when Mario Draghi announced the Quantitative Easing (QE), where it was formed as a 

“fundamental resistance.” above that level would invalidate the macroeconomic environment 

created by the ECB. 

Important! Keep in mind that in the markets as in life, everything is possible. I am 

not saying it is impossible to exceed 1.1600, because if in the medium to long-term central banks 
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move the currencies, the short- time enables speculation to do it. However, it is a significant 

level, and therefore not easy to overcome. This will be the case until conditions change. 

So, when we go to think about building large positions against the market makers, 

we must consider the idea of putting ourselves in opposition to someone much stronger and 

bigger than us. 

It is important to understand what moves you should make to gain a statistical 

advantage resulting from those who hold power (central banks), compared to the indicators and 

everything in the trading world landscape. 

Now, to conclude this chapter, let's see who the main Central Banks are. 

● United States: Federal Reserve (Fed) 

● Canada: Bank of Canada (BoC) 

● Eurozone: European Central Bank (ECB) 

● Great Britain: Bank of England (BoE) 

● Switzerland: Swiss National Bank (SNB) 

● Japan: Bank of Japan (BoJ) 

● Australia: Reserve Bank of Australia (RBA) 

● New Zealand: Reserve Bank of New Zealand (RBNZ) 

● China: People’s Bank of China (PBoC) 
 

These are all the real market makers in the financial markets in general. On their 

sites, you can find and read the reports and minutes of various meetings. 

They are very important in building and revising your operational plans. By 

creating the thesis of a possible outcome for each currency, you can get a complete 

macroeconomic overview that can help you in many situations. 

Constructing a comprehensive plan with the most important news and 

macroeconomic data is also the method used by traders who work in investment banks. Why? 

Because, as I mentioned, they do not rely on any indicator that is in the overbought or oversold 

zone, but rather align themselves with where the sharks are, and the largest sharks are the 

central banks, they hold the most capital. They are the ones who run the entire economy, and 

everyone follows their steps - most certainly you don’t want to be on the wrong side.  

One comment from them, good or bad, can create a strong movement in the 

market, and as we know the world of currencies affects directly or indirectly the rest of the 

financial markets. Understanding currencies becomes crucial to avoiding unpleasant situations 

in other markets. For example, commodities are traded in US Dollars, and therefore, the value 

of the Dollar tends to influence them (e.g., a Dollar too strong is negative for the commodities). 
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Important! safe to say, sometimes a decision is announced days or weeks before 

the central bank meeting is held. So, often, the decisions have already been priced into the 

market. 
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LONG-TERM TRADING 

C H A P T E R   6 

 

 

To understand this type of trading, you must start with the concept of trading 

with a long-term goal, where planning has the capacity to remain implicit for several months, 

but with time the real values of the economies come to fruition according to the original 

analysis that we set out after the central bank announcement or other related news. 

I practically do not use technical analysis. I only consider the static supports and 

resistances given by volumes when I decide on the market entry. In my trading, in the 

management of my money, I have always tried to reproduce, as far as I could, the same work 

when I was a fund manager simply because investment banks only use fundamental analysis 

that has more weight in the med-long term and that is my style of trading. 

 

Figure 3 - EURUSD weekly chart (TradingView.com) 

 

The first step, which must become a habitual procedure, is to subdivide the legs 



22 

that form the currency pair. Remember, currency pairs are relational. You must analyse each 

leg (each currency, i.e., each economy), and then exploit the strengths of one and the weaknesses 

of the other. 

By the same token, who determines the value of a company? It’s the chair of the 

company. And who is the chair of the “Dollar” company? It's the Fed. Equally, the chair of the 

Euro company is the ECB. Therefore, each central bank controls its own currency. Once you 

recognise a currency as a representative of a company; and see it from this perspective, it 

becomes clearer that the Dollar is a company with its Chair, Jerome Powell. 

In this broader context, we approach the currency pair by enlisting the pros and 

cons of each economy and defining the strengths and weaknesses of both. 

Let’s return to the example of EURUSD of the previous chapter (Figure 3 above) and 

implement these steps. We begin by building summaries from (February 2017) of the current 

state of the different economies, we look for strengths that could boost the currency, or 

weaknesses that would affect it, in a very negative way.  

Let's start with Euros. 

● Brexit 

● Immigration 

● Security (terrorist attacks in France, Belgium, Germany) 

● Political Elections in Germany, France, and the Netherlands 

● Extending QE = Injection of currency by the ECB 

● Different economies inside 

● Low Inflation 

Much liquidity = Devaluation of the currency (Euro) 

We conclude that the European Union has the characteristics of an economy 

with increased liquidity in circulation and with serious structural problems. 

Upon identifying these points regarding the Euro, we examine the European 

Union (27 countries) to find out any issues that may hinder our final assessment. And we apply 

the same approach with regards to the US Dollar i.e., we build all the pros and cons, including 

future external factors that may influence the US Dollar. 

● Domestic consumption-based economy 

● Currency used for international trade 

● Good jobs data 

● Economy growing at a faster rate 

● Three projected rate increase in 2017 

● Political uncertainty caused by Donald Trump 



23 

● Problems with the budget deficit 

Rate increase = Even stronger Dollar 

The economy grows at a faster pace, but also must deal with the Trump policy 

and a very strong Dollar, hence damaging exports. 

So, on one hand, you have the Euro economy still weak and with various problems 

and uncertainties. On the other hand, the US economy is booming with the Fed ready to raise 

interest rates three times in 2017, a move that most certainly is a manoeuvre for absorbing the 

huge injection of QE liquidity. 

Now, in order to develop these possible arguments for each economy, you need to 

start from ground up, identifying the core characteristics of each currency of that economy 

based on real data and not from an assumption or hearsay based on news, social media, or 

rumours – so that your analysis is tangible and logical from a real standpoint, once you have a 

clear understanding of both economies only then you will be able to trade that currency pair. 

In summary, you must build these scenarios and create your trading probability 

model with practical levels, where you can take advantage of market situations. The analysis 

will lead you to a clear, definite and, most of all, concrete trading plan, where you will not suffer 

emotionally, and most of all, you will not be chewed by the big sharks.  

In the next chapter, we cover economic indicators to help you understand and 

evaluate primary data and how to properly analyse a currency pair. 
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Hello, if what you have read has caught your interest, you can buy this book at the 

price of $ 22.99 (Paperback black and white) and $ 58.00 (Paperback in colour). Click on the link 

to proceed with the purchase Forex with Fundamental Analysis – The Essence of Trading. 

Thank you! 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.amazon.com/dp/B0BF3GQ67J

