
 
 

Misguided Yelling At The Yuan? 
 

The recent overview, "The Billionaire, Wimbledon & The Yen for Gold," 
concluded by showing the following facts: 
 

 Financial instruments, including currency relationships, move in well-
defined fractal patterns, not linear as most humans think. The patterns 
provide great clues as to where the British Pound and the $US/¥en  
goes next and it will have nothing to do with Brexit, politicians or central 
bankers. 
 

 The $US/¥en is a far more important currency pair than the £, with 
wider implications for the global bond and stock-markets plus the 
ultimate currency hedge, the price of Gold! 
 

 $Gold is inversely correlated with the $/Yen, hence it explains why 
$Gold has been moving higher of late, as the Yen strengthens against 
the Dollar. 
 

After "the Donald's," outburst this week, to which we can add the consensus 
of the financial experts pundits, the blame for the sell-off in global stock-
markets is aimed at China, accusing the second largest economy in the world 
of debasing its currency for trade advantages. 
 
Is this true? 
 
A cursory glance at the $US/CNY shows that over the past decade it's 
actually been a game of two halves: 
 
 

 
 

https://investentmatters.files.wordpress.com/2019/07/12-july-2-the-billionaire-wimbledon-and-the-yen-for-gold.pdf


Over the six-years 2008-2014 the Yuan strengthened against the Dollar, since 
when it has weakened. To this we can add the following observations: 
 

 Note from the chart above that the 2017-2018 reversal achieved a 
typical 78.6% retracement of the 2014-2017 weak patch. We will re-
visit this Fibonacci ratio further down this analysis. 

 

 Since President Trump took office, see the red vertical-line, it's also 
been a game of two halves, a stronger Yuan until, coincidentally he 
started the trade war in 2018, since when it has weakened. 

 

 Overall, the $US/CNY has only changed by 2%, hardly manipulation! 
 
 

 
 
As for any effects on global stock-markets from this currency relationship, let's 
take a look: 
 

 
 
By adding the DJ World Stock-Index, a size-weighted market index which is 
about 50% driven by the US stock-market, one can note a loose inverse 
correlation to the $US/CNY, whereas a perfect inverse correlation would 
achieve -1 on the purple-line shown within the lower panel. 
 



So what guidance can be obtained from the analysis? 
 
Before we answer that, let's return to the decade long $US/CNY chart shown 
above, and add the Fibonacci  ratio tool once again, but from a different start 
and end point this time: 
 

 
 

 Whereas the 2017-2018 reversal achieved a typical 78.6% retracement 
of the 2014-2017 weak patch within the first chart, a measure from the 
2008 high to the 2014 low confirms that we are now at the 78.6% 
retracement ratio once again. Interesting times indeed. 

 
So there we have it. 
 
As stated within the current Investment Timing Solution explainer video, it's of 
paramount importance to not only watch the main stock-indices, but to have a 
reliable, cost effective tool-box at hand to confirm the natural twists & turns. 
 
It is equally important for guidance on currency pairs, including the $US/CNY. 
 
Fortunately we have a tool-box for those as well, plus for currency pairs not 
mentioned. 
 
Perhaps it's time to remove the guesswork offered by many experts, and 
consider a solution where the results speak for themselves. 
 
Until the next time, safe investing. 
 
 
 
  
 
 
Material contained within this website is for general information purposes only and is not intended to be relied upon 
by individual readers in making (or refraining from making) any specific investment decision. Investmentmatters.club 
and its staff do not accept any liability for any loss suffered by any user as a result of any such decision. Please note 
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