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Fading News 

In the same vein as the FED trade, dealers oflell l ike to fade " headline" news 
numbers if they feci that the market is sti ll in a clear trend. Depending 0 11 what 
the market is focllsing (growth. inflation. etc.) some news releases tend to take on 
greater importance than others. In li mes of growth concerns, an always anticipated 
number is the non-farms payroll data , released on the first Friday of every month. 

UlUS .... hOfI 

,n 

,m 

'. 
,n, 

n 

'. 

C IT-Finance.com 
I """ " , " " " " " , " " " 

Whenever possible. trade in the prevailing market direction. 



110 Beat the Forex Dealer 

NFP days are known for their volati lity, and traders routinely get chopped lip trading 
the headline number. II is important 10 note thai o ne piece of data is genera ll y not 
enough to reverse a clear trend. so even though the number may come in worse 
than expected, it is still preferable to fade the release and trade in the prevailing 
trend. Only a monumentally bad piece of data or a series of bad releases can shake 
a currency from a clear trend. so take a clue rrom the dealers and fade the moves 
once the knee-jerk reaction is over. 

In this case the setup is typical. The EURUS D comes into the all -important 
payro ll numbers in a clear downtrend, which will only be reversed by Some fun­
damental shift in expectatio ns. The following price action can usually be seen 
before/after all eagerly awaited economic releases and should be lraded accordingly. 

TRADERS UMITTHEIR EXPOSURE AND A 
CLEAR RANGE DEVELOPS IN THE DAYS BEFORE THE RELEASE 
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Before the NFP number EURUSD settles into a range as t rader~ limit their expm.ure. The 

range limits should be seen as obvious SlOp levels. 



Fading News 

1.2010 

3. lllf UU,I ~tE~ NO fOUOW·IIl~OUGIl. ______ _ 
INOICATlNG urnl UAl·MONIY 011AAH0 

, , 
2 . .IOf IIAOI. eun lHI '.U.K. t 
Mon t,ECS oUl HOW ~ONG 

1. OATA COMES OUT BelOW MARKET EXPECTATIONS. 
KNEE· JERK REACTION IS TO SEll USO. 8 
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Bad data (but not that bad) and the immediate knee-jerk reaction is [0 sell USD. Dealers 
are happy 10 rade Ine move higher and are soon gunning ror the intra-day stops. 

Since news releases and Olher importa11l eve11lS are "open season" on traders, you 
should always be on your toes. If you find that you are at your trading best during 
normal trading hours. then you snould think about skipping datil days altogether 
since the initial flurry of activity is often impossible to trade, especially because 
reta il brokers I.end 10 shul down their systems altogether to limit their exposure. 

If you arc com ing into an important news event with a position, il is best to 
lighten up and remove or place SlOpS far enough away so that dealers will not gel 
to them. If you are eager to trade, then wait for the initial knee-jerk reac lion 10 
be completely reversed (on 3 min charts) and then enter your desired position. Use 
15 min charts to trade the markel, which will smooth out the market no ise and 
make the market' s intentions more evident. 
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IETAIl S'ECS MOl'S GET ''''UN OUT 

AS THf lONGU·IUM 'UUU$ 
fiND .... lGAIN UVEU 10 stU 

AND COtlll NUE !HE lUIO OOWNTUND 

After a nurry of activity, the euro retums to its estab lished downward trend. 

Always trade in the direction of the trend. Do not assume that one piece of news 
is enough to reverse an established trend (or range). 


