
Dollar Finds Strength As Global Financial Concerns Continue To Build 

The U.S. dollar was decimated during the summer and early fall as traders sold the greenback based on 

the expectation that the Federal Reserve was going to move forward with a second round of quantitative 

easing.  Sure enough, in early November, the Federal Reserve officially announced that it would indeed 

move forward with further asset purchases to the tune of $600 billion over next 8 months. 

From June to October, market participants were pricing the Fed’s move into the U.S. dollar, and, 

therefore, the dollar fell sharply. 

 

During the month of September, market participants were largely expecting QE2 to run in the 

neighborhood of $750 billion to $1 trillion.  Goldman Sachs released an official report in late September 

detailing its opinion that the Fed would have to print at least an additional $1 trillion in order to make 

any material impact on the U.S. economy in terms of growth and employment.  Therefore, the market 

continued to sell the dollar through the end of September and early October. 

In October, the market began to pare positions and wait for the Fed’s announcement.  In August, 

September, and October, key economic data out of the U.S. began leveling and some key data even 

began showing signs of improvement in the U.S. economy.  This caused rumors to begin circulating that 

perhaps the Fed would not move forward with further QE measures, or perhaps the purchasing amount 
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would be less than expected.  These rumors caused dollar bears to take a break, and the dollar moved 

largely sideways during the last few weeks of October. 

Then, QE was finally announced in early November, and the market immediately sold U.S. dollars 

aggressively as EUR/USD reached multi-month HI’s at 1.4260. 

 

The green shaded bubble in the chart above is actually the day after the Federal Reserve formally 

announced further QE measures.  At first, the market responded by aggressively selling dollars in 

currency trading, but by the London session the next morning, there were no dollar sellers left, and price 

began to reverse.  You can see in the chart above that price has not stopped reversing yet! 

The Fed announced a smaller QE package, and once it was announced, market participants shifted their 

attention back to a severely deteriorating situation in the EuroZone.  The Greek Debt Crisis had nearly 

undone the EuroZone last spring, and now Ireland, Portugal, Spain, and Greece are in trouble once again.  

This renewed trouble in the EuroZone is causing a major rally in the dollar as investors seek safety.  

Currently, investors are not interested in taking risk, so the dollar is gaining broadly against most major 

currencies. 
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China & EuroZone 

The Chinese stock market suffered a 4% decline on Tuesday November 16th as a result of market 

expectations that China will be raising interest rates aggressively in order to fend off higher inflation, 

which is currently driving food prices up considerably in China.  This is generally bad for risk appetite.  

Furthermore, concerns surrounding the possibility of sovereign default in Ireland, Greece, Portugal, 

Spain, and Italy are adding fuel to the fire.  Thus, risk appetite is largely off the table at the moment, and 

the dollar will most likely continue to rally until these problems are solved in the EuroZone.  Traders can 

oftentimes get free charting package at fx brokers. 

 

In the U.S. Dollar Index Chart above, you can see that the dollar has broken out of a key trading range 

today, and the breakout has been very aggressive.  As both the EUR/USD and GBP/USD also broke down 

below key support this week, it is quite evident that we are now in a dollar-strength cycle.  This current 

bout of risk aversion and dollar strength will most likely remain in place until the current concerns 

surrounding Ireland the rest of the EuroZone subside, and that could take some time. 
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