Intermediate - Trading Analysis
Fundamental Analysis
What is it?
It depends!
Each form of fundamental analysis entails following or examining diﬀerent factors.
For stocks or equities, it can be how healthy a company is i.e. balance sheet, P/E ra�o etc.
For commodi�es how the weather is for the next few months.
It can be the analysis of an economy as a whole or an industry as a whole.

Why?
The Goal of fundamental analysis is to try and ﬁnd the core value of a security or instrument by
scru�nizing everything that can aﬀect the security in questions value!
This analysis focuses on economic, social and poli�cal factors!
This is especially important with regards to Currencies!!!!!!!

In fundamental analysis there are two approached: Macroeconomics and Microeconomics. Whatever
approach we use, being a trader who looks at fundamentals, you will need to watch out for politics,
economic releases, monetary policies, cashﬂows etc…

Figure 1 Fundamental Analysis
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Most important releases to look at and watch:
Interest Rates Decisions, Consumer Price Index releases (CPI), Gross Domes�c Product Releases (GDP)
and Central Banker speeches.
You can always ﬁnd a calendar of future important releases with their respective expecta�on and the
value of the previous release.

Figure 2 Forexfactory economic calendar

A simple search for the term “economic calendar” will lead you to several website offering free
informa�on for such news.
Once the data is released it will be automatically updated on these website and you can see the result of
the release. A red number shows that the result was lower than the expected one, and a green one
shows a higher (be�er) than expected result.
How to apply this to forex?
Economic data aﬀects markets in various ways!
Are these macro factors improving or diminishing with regards to the economy? i.e. is inﬂation a
con�nuous issue, is unemployment constantly rising month on month.
Did the ﬁgure surpass or fall short of the expectations? i.e. did GDP increase or decrease, did
retail sales fall compared to last year at this time
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How does the report or number compare to other economies or countries? i.e. unemployment
rate of Germany compared to that of the United States of America.

How do I use this
Generally the rule of thumb is…posi�ve result posi�ve for currency, except for unemployment
levels i.e. the lower the better.
Try and understand the background of each indicator and then focus on the reac�on to the
results.
Always be aware of the calendar and the major news of the day, be aware of the expectations
and follow if they are met.
Never react too quickly to results as they can be revised and this may inﬂuence a direction.
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