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Last week the Commerce Department release preliminary Gross
Domestic Product data that showed that the US economy grew at
3.2% annual rate in the fourth quarter. Final sales to private
domestic purchasers were up at an estimated 4.3% annual rate,
providing further evidence that the “handoff” from fiscal support to
growth in private demand is beginning to make progress. The
question is whether this progress will become self-sustaining, or will
the destruction caused by the financial crisis be too overwhelming
for the US economy to mend itself.

The financial markets have recovered from the dramatic financial
crisis of 2007-2009. The fiscal and monetary expansion intended to
stave off a catastrophe has led some market observers to speculate
that what began as a banking crisis may morph into a surge in
inflation or even a sovereign debt crisis. Moody’s recently indicated
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in a review of the AAA rating of US Treasuries that “the probability of
assigning a negative outlook in the coming two years is rising.”

According to Goldman Sachs, who refers to studies performed by
Carmen Reinhardt and Kenneth Rogoff, financial crises often
serve as harbingers of sovereign debt crises. Government debt
rises sharply during and after a financial crisis for several reasons:
First, the crisis is usually accompanied by an economic slump that
lowers tax revenues. Second, currency depreciation may cause
foreign-denominated debts to balloon. Third, economic
weakness often leads to additional fiscal measures to prop up
the economy, such as the American Recovery and Reinvestment
Act of early 2009 in the United States. Fourth and sometimes
most important, the government typically assumes private sector
liabilities, particularly those of the banking sector.
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Additionally, government debt increases by an average
of 86% in the three years following a financial crisis.

In examining the economic impact of private momentum
from government stimulus, Goldman Sachs refers to the
strength of real final sales to domestic purchasers. Final
sales rose at a sturdy 3.4% annual rate, right in line with
the average increase in this aggregate over the
preceding two quarters. The increase inreal final sales
to private domestic purchasers was up atan even more
impressive 4.3% annual rate as real government outlays
declined. The acceleration between the first three
quarters of the recovery alongside the last three
quarters stands in contrast to an opposite pattern for
real GDP. In the fourth quarter, growth in real private
domestic final sales was remarkably balanced, with
consumer spending and business fixed investment both
up 4.4% atan annual rate and residential investment up
at a 3.4% rate.

The US Government is trying to extricate itself from
some sectors, including real estate, to increase private
investment. In February, Treasury Secretary Timothy
Geithner will formally kick off the public debate when he
presents Congress with a range of options for reducing
the government's role in home financing while also
encouraging Wall Street firms to take on some of the
risk. Administration officials call the document "a path"
to fixing housing finance.
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The hOUS'ﬂg market continues to lag

other indicators such as final sales, and since it is
was the source of the impetuous that caused the
financial crisis, it makes examining the boom bust
scenarios more opaque.

On Friday, the Labor Department released slightly
worse than expected Non-farm payrolls, which
contrasted to the unemployment rate. The
number of jobs created during January of 2011,
was 36,000 compared to the 135,000 that was
expected by economist. Net job increases over
the prior two months was approximately 40,000.
The unemployment rate, moved lower to 9.0%
compared to 9.4% in the prior month.
Economists had expected this rate to tick up to
9.5%. The disparity in the corporate and
household survey's is striking and leads one to
believe that either boom or bust on the horizon.
It is yet unclear which side will eventually gain
the upper hand bulls or bears but what is clear, is
that as long as rates remain artificially low,
volatility will dominate and the reliability of the
recovery will be in question.
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So who traded better?

The weekended with confusion as the Non-Farm Payroll
numbers in the US proved to be weak, adding only 36,000 jobs
last month. The drop in the unemployment rate is attributed
to thousands that have given up looking for work. In 24 hours,
we saw the ECB talk down the possibility of a rate hike, and
the US showing further weakness. This left the markets in a

Meriglio
: state of confusion towards the end of the week.
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Trader “hamood99” slides into second place with a 100% win ratio,
focusing on the USD/JPY and USD/CAD extensively over the earlier

. part of the week, and trading inthe GBP/USD as well towards the end.
ﬂ The last position that “Hamood99” closed out was in the USD/JPY
- 1 gaining 3.7% in their account. Much of the trading focused on selling
(=

Loonie weakness against the USD at the outset of the week, as well as
favoring the USD against the Yen towards the end of the week.

J

The winner

Trader “meriglio” was the winner, with a 100” ratio, and has
achieved over 250% profits over the last month. At the close of the
week, “meriglio” has sold AUD/USD @ 1.0134, which was one of the
most common trades seenin the account over the last week. Also of
note was selling of the NZD/USD and the AUD/JPY position. The
USD/CAD was bought 0.9850 and closed at 0.9893, gaining a
whopping 21.7% return!
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Instrument Trend Support Il Support | Spot Resistance | Resistance I
EUR/USD ’ 1.331 1.3562 1.3615 1.38 1.405
GBP/USD ’ 1.575 1.582 1.6148 1.62 1.678
EUR/GBP ‘ 0.8167 0.8330 0.8423 0.859 0.8670
USD/CHF ’ 0.93 0.938 0.958 0.96 0.97
USD/JPY ’ 80 81.67 82.38 84.8 85.77
USD/CAD ‘ 967 0.980 0.9862 1.005 1.0220
EUR/JPY ’ 108.5 110.3 112.08 115.5 115.5
oil ’ 85 88 88.84 91.8 92.5
Gold ‘ 1,313 1,327 1,347 1,363 1,373
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Disclaimer:

Trading and investing in financial instruments or other products always carries substantial risk of loss including, but not limited to, the potential loss of the entire
amount of the funds invested. No liability is accepted by RetailFX; it's employees or agents for any loss (whether whole or in pan) that may arise from any use of the
information contained in or derived from this commentary.

This commentary is issued by personnel from the sales and trading department of RetaillFX or one of its affiliated organizations. Please note that sales and trading
department personnel are not “research analysts”, and, as such, the information in this commentary (“the Commentary’) is not intended to constitute “research” or
‘investment research” as constituted under the applicable directives and regulations. As such, and unless othemwise and demonstrably indicated, this Commentary
should notinitselfbe construed as constituting arecommendation or aninvestmentresearch report.

All views, opinions and estimates expressed in this Commentary represent informal reference to short-term developments in financial markets which are subject to
change without notice. Furthemmore, all views, opinions and estimates expressed in this Commentary represent the view of its author or authors solely and as such
may differ from views, opinions and estimates held or expressed bythe Companyor its employees and agents atlarge.

This Commentary is provided for information purposes only. Unless otherwise stated, the Commentary does not constitute an offer to buy, sell or otherwise transact
in any financial instruments whatsoever, nor shall the Commentary be construed as providing official confimation that any transaction has been executed or that any
contract whatsoever has been otherwise entered into.

Unless expressly and demonstrably indicated, this Commentary does not pertain to or reference the investment objectives or financial situation of any particular
person, persons or entity in receipt of the Commentary.

The information contained in this Commentary is derived from publically available sources and, whereas RetailFX has gone to reasonable lengths in order to ensure
the accuracy and validity of such information, its accuracy cannot ultimately be assured, neither can the Company, it's employees or agents be held responsible or
liable in any manner for any deficiencies whatsoever in the information supplied.

Recipients of this Commentary should always seek to obtain advice relevant to their personal investment circumstances before making any investment decision.
Furthermore such investmentdecisions as are made should be based solelyupon the capacities, resources and objectives posses sed bythe investor.

Please note that the material contained in this Commentary is not subject to any restrictions on dealing or the issuance otherwise of financial instruments by the
Companyand its agents or employees acting on its behalfin advance of the Commentary's release.

Financial instruments or other products which are priced in foreign currency are subject to changes in the exchange rate which will cause the value of an investment
to fluctuate: decreasing orincreasinginvalue as aresult.

Pastresults are not a reliable indicator of future performance. Neither do forecasts representareliable indicator of future results.
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