What drives Forex Prices

1. Economic indicators
· Short term spike in volatility
· Central bank actions
· Long Term
Inflation data, economic growth, employment

2. Political events
· Risk ON/Risk OFF

3. Other markets
· Bond, stock, commodities
· Intermarket analysis
Example: Gold goes down, USD goes up. Commodities and USD dollar inverse correlation.
Bond and stock market use to be positively correlated until 1998. After deflation period, they became negatively inverse. 
Bond prices go down, stock market goes up. Bond markets are seen as safe haven. 
During risk OFF environments, capital is going to flow into Bond market, and Bond markets are going to go up. 
During Risk ON environment, the capital is going to flow from Bond Market into Stock Market. 

4. Big Boys
· Central Banks
· Market Makers
· Institutional Traders (Hedge funds, prop trading firms)
· Prime brokers for hedge funds
· Government
· Corporate companies, international corporate companies
· Repatriate funds, when companies have to convert JPY into USD, the value of USD will increase. It means buy USDJPY. 

5. Monetary policy tools
· Reserve ratios
· Fed funds rate, discount rate
· Open market operations
· QE(Quantitative easing)
Central banks don’t actually print money physically now days because everything is electronically. All they need to do is add some numbers into the balance sheet, than they have extra million dollars, and this is going to cause inflation.  If inflation goes beyond normal levels, central banks are going to increase interest rates. 

6. Capital flow
· Economic cycle
· Financial market stability
· Political stability (less important factor)

7. Interest rates
· Carry traders will buy it and borrow from a low yield currency

8. Random unscheduled events 
· War 
Often times you see capital flowing through safe haven assets

9. Natural disaster
· Pandemics

10. Supply & Demand

11. Traders
 -      How do traders feel about all of these different factors. Are they optimistic or pessimistic about it. They are sentiment analysis. 

What makes market move?

- Forex – Interest rates, inflation, GDP, risk sentiment
- Gold – Risk sentiment, US dollar, global supply & demand
- Oil – Global supply & demand
- Indices – GDP, risk sentiment
- Govt T Bonds – Interest rates, risk sentiment
- Stocks – Fundamental factors based on companies’ earnings, and profitability from producing
and selling goods and services                       
                 
