
SECURITIES DIVISION

FX Market Developments Q4 2019

Alan D. Stewart
Securities Division

November, 2019

Prepared by a Goldman Sachs sales and trading desk, which may have a position in the 
products mentioned that is inconsistent with the views expressed in this material. In evaluating 
this material, you should know that it could have been previously provided to other clients 
and/or internal Goldman Sachs personnel, who could have already acted on it. The views or 
ideas expressed here are those of the desk and/or author only and are not an official view of 
Goldman Sachs; others at Goldman Sachs may have opinions or may express views that are 
contrary to those herein. This material is not independent advice and is not a product of Global 
Investment Research. This material is a solicitation of derivatives business generally, only for 
the purposes of, and to the extent it would otherwise be subject to, CFTC Regulations 1.71 and 
23.605.



2

1. Trade

2. China

3. USA and DXY

4. Europe & UK

5. Positioning

6. Valuations & performance



SECURITIES DIVISION

3

Tariffs: cause and effect
Trade

Source : GS Research (Exhibits), GS Securities. Indicative chart for discussion purposes only. This material is for discussion purposes only, and does not purport to contain a comprehensive analysis of 
the risk/rewards of any idea or strategy herein. Simulated results are for illustrative purposes only. GS provides no assurance or guarantee that the strategy will operate or would have operated in the 
past in a manner consistent with the above analysis. Past performance figures are not a reliable indicator of future results.

 US imposed tariffs are impacting growth lower…

 …and prices higher

 …possibly leading to greater wllingness to roll them back
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*Includes laundry equipment and other appliances, furniture, bedding, and floor coverings, 
auto parts, motorcycles, and sport vehicles, housekeeping supplies, and sewing equipment 
and materials. Weighted by CPI relative importance.
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Reduced policy response
China

Source : GS Research (Exhibits), GS Securities. Indicative chart for discussion purposes only. This material is for discussion purposes only, and does not purport to contain a comprehensive analysis of 
the risk/rewards of any idea or strategy herein. Simulated results are for illustrative purposes only. GS provides no assurance or guarantee that the strategy will operate or would have operated in the 
past in a manner consistent with the above analysis. Past performance figures are not a reliable indicator of future results.
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 China CAI’s showing signs of stabilisation…

 …despite a reduced policy response …

 …whilst FX policy continues to favour stability
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Rotating risks
USA and DXY

Source : GS Research (Exhibits), GS Securities. Indicative chart for discussion purposes only. This material is for discussion purposes only, and does not purport to contain a comprehensive analysis of 
the risk/rewards of any idea or strategy herein. Simulated results are for illustrative purposes only. GS provides no assurance or guarantee that the strategy will operate or would have operated in the 
past in a manner consistent with the above analysis. Past performance figures are not a reliable indicator of future results.

70

80

90

100

110

120

130

140

70

80

90

100

110

120

130

140

1978 1982 1986 1990 1994 1998 2002 2006 2010 2014 2018

USD - Real Trade-Weighted Index

USD - Real Trade-Weighted GSDEER Fair Value

Index Index

-4.5

-4.0

-3.5

-3.0

-2.5

-2.0

-1.5

-1.0

-0.5

0.0

0.5

1.0

-4.5

-4.0

-3.5

-3.0

-2.5

-2.0

-1.5

-1.0

-0.5

0.0

0.5

1.0

85 87 89 91 93 95 97 99 01 03 05 07 09 11 13 15 17 19

% of GDP% of GDP US trade balance

Non-oil

Oil

90

100

110

120

130

140

150

160

0

1

2

3

4

5

6

7

8

9

10

65 69 73 77 81 85 89 93 97 01 05 09 13 17

Index

Effective Tariff Rate (left)

Real USD TWI (right)

Customs Duties/Imports, %

Reagan

*Ford Administration oil import fees.

*

Nixon

Plaza Accord

Bush

 FX valuation metrics show the USD being expensive…

 …but it can remain so for extended periods of time

 Severity of slow down in non-oil exports in C/A has been masked
by fall in oil imports due to shale
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Industrial malaise and Brexit risk premium
Europe and UK

Source : GS Research (Exhibits), GS Securities. Indicative chart for discussion purposes only. This material is for discussion purposes only, and does not purport to contain a comprehensive analysis of 
the risk/rewards of any idea or strategy herein. Simulated results are for illustrative purposes only. GS provides no assurance or guarantee that the strategy will operate or would have operated in the 
past in a manner consistent with the above analysis. Past performance figures are not a reliable indicator of future results.

 European slowdown largely focussed on manufacturing sector

 Headwind of carry cost slowly diminishing

 UK assets remain a structural underweight
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Corrections under way, but much further to run
Positioning

Source : GS Research (Exhibits), GS Securities. Indicative chart for discussion purposes only. This material is for discussion purposes only, and does not purport to contain a comprehensive analysis of 
the risk/rewards of any idea or strategy herein. Simulated results are for illustrative purposes only. GS provides no assurance or guarantee that the strategy will operate or would have operated in the 
past in a manner consistent with the above analysis. Past performance figures are not a reliable indicator of future results.

 Non-Commercial positions maintain EUR shorts

 EUR still represents largest proportion of USD positioning

 GBP positioning remains underweight

-50

-40

-30

-20

-10

0

10

20

30

40

50

-50

-40

-30

-20

-10

0

10

20

30

40

50

14 15 16 17 18 19

EUR JPY GBP AUD CAD CHF

NZD RUB BRL MXN Total

USD positioning in $bn

Positioning long USD

-40

-30

-20

-10

0

10

20

30

-40

-30

-20

-10

0

10

20

30

14 15 16 17 18 19

Non-Commercial
Asset Managers
Leveraged Funds

EUR positioning vs. USD in $bn

Positioning long EUR vs. USD

-10

-5

0

5

10

15

-10

-5

0

5

10

15

14 15 16 17 18 19

Non-Commercial
Asset Managers
Leveraged Funds

Positioning long GBP vs. USD

GBP positioning vs. USD in $bn



SECURITIES DIVISION

8

USD too strong, volatility too low, EMFX not weak
Valuations / performance

Source : GS Research (Exhibits), GS Securities. Indicative chart for discussion purposes only. This material is for discussion purposes only, and does not purport to contain a comprehensive analysis of 
the risk/rewards of any idea or strategy herein. Simulated results are for illustrative purposes only. GS provides no assurance or guarantee that the strategy will operate or would have operated in the 
past in a manner consistent with the above analysis. Past performance figures are not a reliable indicator of future results.

 EMFX performance has been better than implied versus the USD

 G10 FX vol stands out as being notably low

 Equities and bonds have both outperformed, a repeat will be difficult
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material, you should consider whether it is suitable for your particular circumstances and, if necessary, seek professional advice. The price and value of the investments referred to 
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with their tax, accounting, or legal advisers regarding any potential investment. The material is based on information that we consider reliable, but we do not represent that it 
is accurate, complete and/or up to date, and it should not be relied on as such. Opinions expressed are our current opinions as of the date appearing on this material 
only and only represent the views of the author and not those of Goldman Sachs, unless otherwise expressly noted.
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offering of securities by any such company within the past three years.
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("ERISA") or Section 4975 of the Internal Revenue Code of 1986, as amended (the "Code") (each, a "Benefit Plan Investor"), by accepting this material such Benefit Plan Investor 
will be deemed to have represented, warranted and acknowledged that (1) the Benefit Plan Investor is represented by a fiduciary that is independent of Goldman Sachs and its 
affiliates (the "Independent Fiduciary"), (2) the Independent Fiduciary is a bank (as defined in section 202 of the Investment Advisers Act of 1940 (the "Advisers Act")) or a similar 
institution that is regulated and supervised and subject to periodic examination by a State or Federal agency; an insurance carrier which is qualified under the laws of more than one 
State to perform the services of managing, acquiring or disposing of assets of a plan; an investment adviser registered under the Advisers Act or, if not registered as an investment 
adviser under the Advisers Act by reason of paragraph (1) of section 203A, is registered as an investment adviser under the laws of the State in which it maintains its principal office 
and place of business; a broker-dealer registered under the Securities Exchange Act of 1934; or an Independent Fiduciary that holds or has under management or control total 
assets of at least $50 Million; (3) the Independent Fiduciary is capable of evaluating investment risks independently, both in general and with regard to the information contained in 
this material; (4) the Independent Fiduciary is a fiduciary under ERISA and/or the Code with respect to, and is responsible for exercising independent judgment in evaluating, the 
information contained in this material; (5) neither Goldman Sachs nor its affiliates are undertaking to provide impartial investment advice, or to give advice in a fiduciary capacity, in 
connection with the information contained in this material or with respect to any Benefit Plan Investor's subsequent investment decisions; and (6) any financial interest of Goldman 
Sachs and its affiliates is or has been disclosed. To the extent this material is provided to any other recipient, this material is provided solely on the basis that the recipient has the 
capability to independently evaluate investment risk and is exercising independent judgment in evaluating investment decisions in that its investment decisions will be based on its 
own independent assessment of the opportunities and risks presented by a potential investment, market factors and other investment considerations. 
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Not a Municipal Advisor: Except in circumstances where Goldman Sachs expressly agrees otherwise in writing, Goldman Sachs is not acting as a municipal advisor and the 
opinions or views contained herein are not intended to be, and do not constitute, advice, including within the meaning of Section 15B of the Securities Exchange Act of 1934.
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Street, London EC4A 2BB, appears in the FCA's Register (Registration No.: 142888). GSI is registered as a Private Unlimited Company in England and Wales (Company Number: 
2263951) and its VAT registration number is GB 447 2649 28. GSI is subject to the FCA and PRA rules and guidance, details of which can be found on the websites of the FCA and 
PRA at www.fca.org.uk and www.bankofengland.co.uk/pra. The FCA is located at 25 The North Colonnade, Canary Wharf, London E14 5HS, and the PRA is located at Bank of 
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representatives and other agents) may disclose to any and all persons the U.S. federal income and state tax treatment and tax structure of the transaction and all materials of any 
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Not a Valuation: Values herein are not customer valuations and should not be used in lieu of a customer valuation statement or account statement. These values may not reflect the 
value of the positions carried on the books and records of Goldman Sachs or its affiliates and should not be relied upon for the maintenance of your books and records or for any tax, 
accounting, legal or other purposes. The information provided herein does not supersede any customer statements, confirmations or other similar notifications.

Indicative Terms/Pricing Levels: This material may contain indicative terms only, including but not limited to pricing levels. There is no representation that any transaction can or 
could have been effected at such terms or prices. Proposed terms and conditions are for discussion purposes only. Finalized terms and conditions are subject to further discussion 
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Order Handling Practices for Listed and Over-the-Counter Derivatives: While the firm is holding your derivative (e.g. options, convertible bonds, warrants or preferred shares) 
order, the firm or its clients may engage in trading activity in the same or related products, including transactions in the underlying securities. While such trading activity is unrelated 
to your order, it may coincidentally impact the price of the derivative that you are buying or selling.

OTC Derivatives Risk Disclosures: Terms of the Transaction: To understand clearly the terms and conditions of any OTC derivative transaction you may enter into, you 
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OTC derivative transaction is appropriate for you in light of your circumstances and financial condition. You may be requested to post margin or collateral to support written OTC 
derivatives at levels consistent with the internal policies of Goldman Sachs. 

Liquidity Risk: There is no public market for OTC derivative transactions and, therefore, it may be difficult or impossible to liquidate an existing position on favorable terms. 

Transfer Restrictions: OTC derivative transactions entered into with one or more affiliates of The Goldman Sachs Group, Inc. (Goldman Sachs) cannot be assigned or otherwise 
transferred without its prior written consent and, therefore, it may be impossible for you to transfer any OTC derivative transaction to a third party.
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credit risk of doing business with Goldman Sachs or its affiliates.

Pricing and Valuation: The price of each OTC derivative transaction is individually negotiated between Goldman Sachs and each counterparty and Goldman Sachs does not 
represent or warrant that the prices for which it offers OTC derivative transactions are the best prices available, possibly making it difficult for you to establish what is a fair price for a 
particular OTC derivative transaction; The value or quoted price of the Product at any time, however, will reflect many factors and cannot be predicted. If Goldman Sachs makes a 
market in the offered Product, the price quoted by Goldman Sachs would reflect any changes in market conditions and other relevant factors, and the quoted price (and the value of 
the Product that Goldman Sachs will use for account statements or otherwise) could be higher or lower than the original price, and may be higher or lower than the value of the 
Product as determined by reference to pricing models used by Goldman Sachs. If at any time a third party dealer quotes a price to purchase the Product or otherwise values the 
Product, that price may be significantly different (higher or lower) than any price quoted by Goldman Sachs. Furthermore, if you sell the Product, you will likely be charged a 
commission for secondary market transactions, or the price will likely reflect a dealer discount. Goldman Sachs may conduct market making activities in the Product. To the extent 
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Market Making, Investing and Lending: Goldman Sachs engages in market making, investing and lending businesses for its own account and the accounts of its affiliates in the 
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Indexes: Goldman Sachs does not warrant, and takes no responsibility for, the structure, method of computation or publication of any currency exchange rates, interest rates, 
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Risk Disclosure Regarding futures, options, equity swaps, and other derivatives as well as non-investment-grade securities and ADRs: Please ensure that you have read 
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well as non-investment-grade securities - give rise to substantial risk and are not available to nor suitable for all investors. If you have any questions about whether you are eligible to 
enter into these transactions with Goldman Sachs, please contact your sales representative. Foreign-currency-denominated securities are subject to fluctuations in exchange rates 
that could have an adverse effect on the value or price of, or income derived from, the investment. In addition, investors in securities such as ADRs, the values of which are 
influenced by foreign currencies, effectively assume currency risk. 
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