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CURRENCY TRADING VOLUME SOARS:
WHAT DOES IT MEAN FOR YOUR
PORTFOLIO?
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Every three years, the Bank for International Settlements (BIS) conducts a survey of
global foreign exchange (forex) trading. This survey represents the market’s most
comprehensive source of information on global forex trading volumes and turnover. During
the survey period in April 2013, foreign exchange markets averaged $5.3 trillion in
turnover per day. In April 2010, trading stood at $4 trillion, and in April 2007, $3.3
trillion. As markets continue down the path of globalization and market participants
transact, hedge and speculate, global foreign exchange trading volume will continue to
grow. Given this dramatic increase, investors should consider what role currencies play
in their portfolios. In our opinion, the most interesting developments in the 2013
triennial survey had to do with emerging markets. For the first time, the Mexican peso
and the cChinese yuan made it into the top 10 most traded currencies in the world. In
fact, both currencies actually doubled their overall share of trading volume since the
last survey. Also markedly increasing in trading volume since the Tlast survey was the
Russian ruble. In our view, this is a result of recent reforms Russian policy makers
have made 1in order to increase Tlocal market access. currency Distribution of
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2010 2013
Share Rank Share Ranl
U.S. UsD 349 1 g70] 1
Eurozone EUR 9.1 2] 334| 2
Japan JPY 19.0 3 230 3
Great Britain GEP 129 4 115]| 4
Australia AUD 7.6 5 86| 5
Switzerland CHF 6.3 & 52| &
Canada CAD 53 7 46| 7
Mexico MXN 13| 14 25| &
China CHY 09 17 22| 9
MNew Zealand NZD 16 10 20| 10
Sweden SEK 2.2 9 13| 11
Hong Kong HKD 24 2 14| 13
Nonway NOK 13| 13 14| 14
gapore D 14 12 14| 15
07| 19 13| 16
1.5 11 1.2| 17
AR 0.7 0 11] 18
0.7 21 11| 19
o K 1.0 15 10| 20
Denmark DEK 0.6 22 03| 21
Foland ’ 0.3 13 07| 22
L 0.5 23 05| 23
=B 0.4 24 04| 24
R 0.3 25 04| 25
pub L2 0.2 27 04| 26
d : 0.2 26 03| 27
F 0.2 29 03| 28
Israel s 0.2 31 02| 29
done DR 0.2 30 02| 30
PP PHP 0.2 25 01| 31
RO RO 0.1 33 01| 32
oM OF 0.1 32 01| 33
alidi Arabea AR 0.1 34 01| 34
Pe F 0.0 35 Q1| 35
Other OTH 4.7 156
Total 200.0 200.0
Source: Bank for Intermational Setiiements (BIS), Average
daily turnowver for April 2013.

Meote: Because two currencies are involved in each
transaction, the sum of the percentage shares of individual
currencies totals 200% instead of 100%.

. Highlighted countries denote emerging markets.
Global Foreign Exchange Market Turnover (%)

outside emerging markets, while the U.S. dollar has maintained its standing as the
world’s reserve currency, the eurozone’s share of global forex trading fell markedly.
However, this decrease in volume is not singularly attributable to a rise in trade of
the U.S. dollar. Looking at the data more closely, the -dincreases in trading have
actually been more widely distributed. In 2010, only 15 currencies accounted for more
than 1% of overall total trading volume each; today the top 20 most traded currencies
account for at Tleast 1% of total volume each. In notional terms, these 20 currencies now
trade in excess of $50 billion, on average, each day. when compared to trading volumes
of other asset classes such as stock and bonds, this Tlevel of interest and liquidity is
remarkable. Although recent performance against the U.S. dollar has resulted in Tosses
for many emerging market currencies, the rise in their importance to global trade is
continuing. As many of these countries continue along the path of market 1iberalization
and development, we expect the current trend of financial market globalization to
continue. Commensurate with this rise 1in prominence, currency fluctuations are
continuing to be a significant driver of total returns not only in emerging markets but
also in the developed world. For many investors, this creates an additional element of
complexity when assessing investment opportunities around the world. In our view, it may
make sense for investors to take a more proactive, tactical approach in managing their
exposure to foreign currencies. As liquidity continues to increase and investors become
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more informed, the ability to efficiently access non-traditional asset classes expands
their opportunity set. With government policy still having a significant impact on many
economies’ future growth trajectories, policy makers are carefully weighing the impact
of their decisions on their currencies compared to their trading partners’. In our
opinion, investors should be undertaking the same type of analysis when managing
exposures in their portfolio.

Important Risks Related to this Article

Investments 1in currency 1involve additional special risks, such as credit risk and
interest rate fluctuations. Foreign investing involves special risks, such as risk of
Toss from currency fluctuation or political or economic uncertainty. Investments in
emerging, offshore or frontier markets are generally less Tiquid and Tess efficient than
investments in developed markets and are subject to additional risks, such as risks of
adverse governmental regulation and intervention or political developments.

For standardized performance and the most recent month-end performance click here NOTE,
this material 1is intended for electronic use only. Individuals who intend to print and
physically deliver to an investor must print the monthly performance report to accompany
this blog.

For more investing insights, check out our Economic & Market outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. 1dinvestors only: Click here to obtain a WisdomTree ETF prospectus which
contains investment objectives, risks, charges, expenses, and other information;
read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign
investing involves currency, political and economic risk. Funds focusing on a single
country, sector and/or funds that emphasize 1investments 1in smaller companies may
experience greater price volatility. Investments in emerging markets, currency, fixed
income and alternative investments include additional risks. Please see prospectus for
discussion of risks.

Past performance is not indicative of future results. This material contains the
opinions of the author, which are subject to change, and should not to be considered or
interpreted as a recommendation to participate in any particular trading strategy, or
deemed to be an offer or sale of any investment product and it should not be relied on
as such. There is no guarantee that any strategies discussed will work under all market
conditions. This material represents an assessment of the market environment at a
specific time and is not intended to be a forecast of future events or a guarantee of
future results. This material should not be relied upon as research or investment advice
regarding any security in particular. The user of this information assumes the entire
risk of any use made of the information provided herein. Neither WisdomTree nor 1its
affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal advisor.
Unless expressly stated otherwise the opinions, interpretations or findings expressed
herein do not necessarily represent the views of WisdomTree or any of its affiliates.

The MSCI information may only be used for your internal use, may not be reproduced or
re-disseminated in any form and may not be used as a basis for or component of any
financial dinstruments or products or indexes. None of the MSCI information is intended
to constitute investment advice or a recommendation to make (or refrain from making) any
kind of investment decision and may not be relied on as such. Historical data and
analysis should not be taken as an 1indication or guarantee of any future performance
analysis, forecast or prediction. The MSCI information is provided on an “as is” basis
and the user of this information assumes the entire risk of any use made of this
information. MSCI, each of 1its affiliates and each entity involved in compiling,
computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly
disclaims all warranties. with respect to this information, in no event shall any MSCI
Party have any Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss profits) or any other damages (www.msci.com)

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,
Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph
Tenaglia, Jeff weniger, Matt wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,
and Brian Manby are registered representatives of Foreside Fund Services, LLC.

wisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Foreign Exchange (FOREX, FX) : The exchange of one currency for another, or the

conversion of one currency into another currency.

Liquidity : The degree to which an asset or security can be bought or sold in the

market without affecting the asset’s price. Liquidity is characterized by a high Tevel
of trading activity. Assets that can be easily bought or sold are known as 1liquid asset.
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