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Australian dollar carry trade, Instructional video on the mechanics of these trades, hedging risk, profit potential, supporting links.
In this email

My video introduction to this trade part 1

Introduction part 2, mechanics of the trade and hedqging risk

Covering

How we borrow U.S. dollars at 0.20%

Deposit in Australian dollars at 4.83%

Make the interest rate differential of 4.63%

Hedge our currency exposure with option writes and purchases

Objectively define our risk, not only on every trade, but for the duration of the trading period (3% to a maximum of 10% per cycle)
Leverage the trade 10 to 1 with the objective of making 40+% with objectively defined risk

All gains for U.S. accounts are taxed under the 1256 tax rule 60% long term 40% short regardless of trade duration

U.S. IRA account approved

Supporting videos and links

The US Economy

1) Video The U.S. Economy is Unsustainable David Walker G.O.A.

2) Video Economy And Currency Crisis - Jim Rogers - Bloomberg

3) Video Rep. Scott Garrett Grills Bernanke on the Economy

4) Video Ron Paul on the Financial Crisis (2010)

5) Video HOW DOES THE FEDERAL RESERVE BANKRUPT THE SYSTEM 1
6) Video HOW DOES THE FEDERAL RESERVE BANKRUPT THE SYSTEM 2

7) Video 70+ videos on the current financial crisis in the United States and opinions on the causes

Australian economy

8) Video Australia Avoids Recession

9) Video Qutlook on the Australian Economy - CNN

10) Video Australia Avoids Recession

11) Video Australian Economy Holding up Bloomberg

12) Video Australian Business Sentiment Soars

13) Text http://www.ask.com/web?gsrc=2990&0=0&I=dir&g=Australian+economy.

Trading links ,or below

14) Contract information and specification directly from the exchange
15) Current U.S. Interest Rates

16) Current Australian Dollar Rates

17) Australian Futures Prices for current guotes see

18) Australian dollar options

US Taxation 60% long Term 40% short term regardless of trade duration, or below

19) 1256 Tax Rule
20) 6781

Who were are and how to check us out

21) Contact details

22) My career history 1977-2010

23) Office location

24) Einancial Safequards of the CME

25) Background Affiliation Status Information Center (BASIC)

Account opening or below
26) Click here for account opening documents or email peterc@catranis.com call US+ 949-376-8020

Additional resources

27) 1,100+ Advisor Ranking and profiles use cta and 001 for access

28) Futures Quotes, Charts & Research on 100+ markets in 9 sectors

The basics of the Australian dollar carry trade

If have guestions click here for my contact details, domestic, international toll free numbers and Skype address.

1) Borrowing U.S. dollars at 0.20% Current U.S. Interest Rates using depreciating currency in a well established down trend for over a decade with terrible economic fundamentals.

COUPON MATURITY PRICE/YIELD PRICE/YIELD
3-Month 0.000 12/23/2010 0.15/.15 0.002 /.002
6-Month 0.000 03/24/2011 0.18/.19 -0.001/-.001
12-Month 0.000 09/22/2011 0.24 /.24 -0.014 /-.014
2-Year 0.375 08/31/2012 99-29%:/ .42 0-00/.000
3-Year 0.750 09/15/2013 100-08+ / .65 0-00/-.000
5-Year 1.250 08/31/2015 990-26+/1.29 0-02/-.013
7-Year 1.875 08/31/2017 99-25%/1.91 0-08/-.039
10-Year 2.625 08/15/2020 100-28%2 / 2.52 0-14+/-.050

30-Year 3.875 08/15/2040 102-21%/3.73 1-02+/-.059


http://keypage.net/video96.htm
http://keypage.net/video95.htm
http://keypage.net/video1.htm
http://keypage.net/video2.htm
http://keypage.net/video15.htm
http://keypage.net/video19.htm
http://keypage.net/video25.htm
http://keypage.net/video26.htm
http://keypage.net/video92.htm
http://keypage.net/video90.htm
http://keypage.net/video94.htm
http://keypage.net/video90.htm
http://keypage.net/video91.htm
http://keypage.net/video92.htm
http://www.ask.com/web?qsrc=2990&o=0&l=dir&q=Australian+economy
http://www.cmegroup.com/trading/fx/g10/australian-dollar_contract_specifications.html#prodType=undefined
http://preview.bloomberg.com/markets/rates-bonds/government-bonds/us/
http://www.bloomberg.com/markets/rates-bonds/government-bonds/australia/
http://sites.barchart.com/pl/cta/quote.htx?sym=A6&mode=i
http://sites.barchart.com/pl/cta/optqte.htx?sym=A6&mode=i
http://www.irs.gov/publications/p550/ch04.html
http://www.irs.gov/pub/irs-pdf/f6781.pdf
http://cta-online.com/index-4.asp
http://cta-online.com/index-1.asp
http://www.mapquest.com/maps?city=Irvine&state=CA&address=2030+Main+St&zipcode=92614-7219&country=US&latitude=33.684773&longitude=-117.851289&geocode=ADDRESS
http://www.cmegroup.com/clearing/cme-clearing-overview/safeguards.html
http://www.nfa.futures.org/basicnet/Details.aspx?entityid=0%2fH1eemND9k%3d&rn=Y
http://www.cta-online.com/openact.asp
http://www.cta-online.com/register.asp
http://sites.barchart.com/pl/cta/
http://cta-online.com/index-4.asp
http://preview.bloomberg.com/markets/rates-bonds/government-bonds/us/

U.S. Dollar 22 year Chart
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2) Depositing in Australian dollar at 4.83% Current Australian Dollar Rates an appreciating currency with excellent economic fundamentals.
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Example Australian government bond yields for current quotes see Bloomberg.
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Australian Dollar 22 year Chart

MATURITY
12/17/2010
2/11/2011
6/15/2011
4/15/2012
5/15/2013
6/15/2014
4/15/2015
6/15/2016
2/15/2017
3/15/2019
4/15/2020
7/15/2022

PRICE/YIELD
98.88/4.83%
98.16 / 4.83%
100.7 / 4.74%
101.34 / 4.84%
104.01/ 4.86%
104.39 / 4.94%
105.22 / 4.95%
98.67 / 5.02%
105.25/5.03%
101.18/5.08%
95.5/5.10%
104.99 /5.18%
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How?

Calculate the Rate

To calculate the rate paid take the price for the December 2010 contract 0.94390 subtract the December 2011 0.89940 = 4360 divide 4360 by December 2010 contract 0.94390 =4.61% or the December

Q2 o3 94 9 9Qf 9QF 94 99 00 01 02 03 04 05 05 OF 08 09 10

& Barchart.com

2011 0.89940 is trading at a 4.61% discount to December 2010 contract 0.94390. Australian Futures Prices for current quotes see Go to Intraday

Dec 'Z0 (A620)
Mar 'H1 (A6H1)

Jun 'M1 (A6M1)
Sep 'Ul (A6U1)

Dec 'Z1 (A6Z1)
Mar 'H2 (A6H2)

0.94390

0.89940

-0.00010
-0.00100
+0.00610
+0.00560
+0.00510

+0.00460

0.94410 0.95040

0.93300 0.93620
0.92220
0.91080
0.89940

0.88800

0.94130
0.93210
0.91610
0.90520
0.89430

0.88340

0.94400
0.93310
0.91610
0.90520
0.89430

0.88340

12:59
12:28
09/21/10
09/21/10
09/21/10

09/21/10

Opinion
Opinion
Opinion
Opinion
Opinion
Opinion


http://www.bloomberg.com/markets/rates-bonds/government-bonds/australia/
http://www.bloomberg.com/markets/rates/australia.html
http://sites.barchart.com/pl/cta/quote.htx?sym=A6&mode=i
http://sites.barchart.com/pl/cta/chart.asp?sym=A6Z0&mode=i&code=XCTA
http://quotes-cust.barchart.com/pl/cta/texpert.asp?sym=A6Z0&code=XCTA
http://sites.barchart.com/pl/cta/chart.asp?sym=A6H1&mode=i&code=XCTA
http://quotes-cust.barchart.com/pl/cta/texpert.asp?sym=A6H1&code=XCTA
http://sites.barchart.com/pl/cta/chart.asp?sym=A6M1&mode=i&code=XCTA
http://quotes-cust.barchart.com/pl/cta/texpert.asp?sym=A6M1&code=XCTA
http://sites.barchart.com/pl/cta/chart.asp?sym=A6U1&mode=i&code=XCTA
http://quotes-cust.barchart.com/pl/cta/texpert.asp?sym=A6U1&code=XCTA
http://sites.barchart.com/pl/cta/chart.asp?sym=A6Z1&mode=i&code=XCTA
http://quotes-cust.barchart.com/pl/cta/texpert.asp?sym=A6Z1&code=XCTA
http://sites.barchart.com/pl/cta/chart.asp?sym=A6H2&mode=i&code=XCTA
http://quotes-cust.barchart.com/pl/cta/texpert.asp?sym=A6H2&code=XCTA

Example Australian dollar hedged carry trade

To lower the tax liability and keep things simple | use futures contracts, all gains including carry trades are under the 1256 tax rule 60% long term, 40% short term click on this link to see the 1256 Tax

Rule

Contract size 100,000 Australian Dollars traded on the C.M.E see http://www.cmegroup.com/trading/fx/g10/australian-dollar.html
Contract value of the Dec 10 0.89940 X 100,000 or $89,940 U.S. dollars

Contract value of the Dec 11 0.94390 X 100,000 or $94,390 U.S. dollars

Difference in contract value $4,450

Annual Interest rate difference (USD versus AUD) per position 4.61% or $4,450 per 100,000 Australian dollars at 0.94390
Margin requirement per contract $2,500

Recommended margin per contract $10,000

Daily rate differential paid daily $12.19 per $10,000 trading unit or $370.83 monthly

Australian dollar interest rate quotes here Spot and forward quotes here Option Quotes here

How we set up the trade and hedge risk

Step 1) Buy Australian dollar futures 1 year out, the example below we’re buying December 2011 delivery at 0.89940

 Convact | Last | Change | Open | Migh | Low | Prev.si | Tme | Links _

Dec 'Z0 (A6Z0) 0.94390 -0.00010 0.94410 0.95040 0.94130 0.94400 12:59 Opinion
Mar 'H1 (A6H1) 0.93210 -0.00100 0.93300 0.93620 0.93210 0.93310 12:28 Opinion
Jun 'M1 (A6M1) 0.92220 +0.00610 0.92220 0.91610 0.91610 09/21/10 Opinion
Sep 'U1 (A6U1) 0.91080 +0.00560 0.91080 0.90520 0.90520 09/21/10 Opinion
Dec 'Z1 (A621) 0.89940 +0.00510 0.89940 0.89430 0.89430 09/21/10 Opinion
Mar 'H2 (A6H2) 0.88800 +0.00460 0.88800 0.88340 0.88340 09/21/10 Opinion

step 2) Hedge or risk monthly using option writes and purchases, for current option quotes see Options Prices
Establishing the trade and hedging the position with “self funded hedge” using option writes and purchases will define the maximum risk
per trade.

I’'m going to write a 0.95000 call and collect $1500.00 in first delivery month with greater than 28 days to maturity in the case the November 5 2010

And purchase a 0.93500 put with the collected premium for -$1,450.00

Exp: 11/05/10 Days to Exp: 45 Futures: A6Z10 0.94390

0.93500P buy 0.01340 0.01690 0.01340 0.01450s 1450.00
0.94000C 0.02040 0.01710 0.02040s 2040.00
0.94000P 0.01920 0.01640 0.01640s 1640.00
0.94500C 0.01770 0.01770 0.01460 0.01760s 1760.00
0.94500P 0.02150 0.02170 0.01860 0.01860s 1860.00
0.95000C write 0.01180 0.01500 0.01160 0.01500s 1500.00
0.95000P 0.02460 0.02480 0.02100 0.02100s 2100.00
0.95500C 0.01060 0.01260 0.01040 0.01260s 1260.00
0.95500P 0.02750 0.02360 0.02360s 2360.00
0.96000C 0.00860 0.01130 0.00860 0.01050s 1050.00

The only way my position can be called away is at a profit | have to put in place which negates any move in the Australian dollar below 9350.

Example monthly profit or loss

We own the Australian dollar at a discount for December 2011 delivery at 0.89940
We’ve written the 0.95000 call collected $1500.00

We’ve purchased the 0.93500 put and paid -$1,450.00

Cost of the 45 day hedge we made $50

Worst case scenario for 45 days per $10,000 trading unit -$396.70

The Australian dollar goes to 0.93500 or below

Long December 2011 delivery

+$548.30 Interest rate differential paid daily

+$50.00 Hedged in the front month with a 0.93500 put

-$890.00 We take delivery of a short position at 0.93500P and offset, at 94390 — 9350 offset or a loss of 89 points or $890
-$105.00 Bid/ask spreads, clearing, exchange, floor brokerage, exchange and regulatory fees.

-$396.70 Maximum loss including all bid/ask spreads, clearing, exchange, floor brokerage and regulatory fees.

The Australian dollar stays the same for 45 days per $10,000 trading unit +$528.30

+$548.30 Interest rate differential paid daily
+$50.00 Hedged in the front month with a 0.93500 put
-$70.00 Bid/ask spreads, clearing, exchange, floor brokerage and regulatory fees.

+$528.30 including all bid/ask spreads, clearing, exchange, floor brokerage and regulatory fees.

Best case scenario for 45 days per $10,000 trading unit +$533.30

In 45 days the Australian dollar goes to 0.9500 or above

+$40.00 The contract we own in December 2011 has appreciated by 57 points as a direct result of the interest rate differential + another 4 points before the position was
called away at .95000

+$548.30 Interest rate differential paid daily

+$50.00 Hedged in the front month with a 0.90500 put, spot price when trade was established 0.91450

-$105.00 Bid/ask spreads, clearing, exchange, floor brokerage and regulatory fees.

+$533.30 Maximum profit including all bid/ask spreads, clearing, exchange, floor brokerage and regulatory fees.

If you have problems or question please call email or Skype Click here for my contact details

Trade objectives

To capture the interest rate differential between the US and Australian dollar currently greater than 4.6%.

To enhance this return by using leverage of between 2 to 1 to 10 to 1.

To capture modest currency appreciation while objectively defining downside risk using options writes and purchases

To reduce tax liability for US investors on the interest income and profits earned to 60% long term 40% short term under the 1256 tax rule.
To hold funds in heavily regulated segregated accounts to ensure the integrity of the deposit.

US Individual Retirement account (IRA) approved.

oA LDE

All gains are taxed under the 1256 tax rule (60% long term 40% short term regardless of trade duration). Regulated futures (subject to mark-to-market treatment and traded on a qualified
board or exchange), These types of contracts are governed by IRS Code 81256 and are treated partly as a long-term gain or loss (60% of the gain or loss) and partly as a short-term gain or loss


http://www.irs.gov/publications/p550/ch04.html
http://www.irs.gov/publications/p550/ch04.html
http://www.cmegroup.com/trading/fx/g10/australian-dollar.html
http://www.bloomberg.com/markets/rates/australia.html
http://sites.barchart.com/pl/cta/quote.htx?sym=A6H0&mode=i
http://sites.barchart.com/pl/cta/optqte.htx?sym=A6&mode=i
http://sites.barchart.com/pl/cta/chart.asp?sym=A6Z0&mode=i&code=XCTA
http://quotes-cust.barchart.com/pl/cta/texpert.asp?sym=A6Z0&code=XCTA
http://sites.barchart.com/pl/cta/chart.asp?sym=A6H1&mode=i&code=XCTA
http://quotes-cust.barchart.com/pl/cta/texpert.asp?sym=A6H1&code=XCTA
http://sites.barchart.com/pl/cta/chart.asp?sym=A6M1&mode=i&code=XCTA
http://quotes-cust.barchart.com/pl/cta/texpert.asp?sym=A6M1&code=XCTA
http://sites.barchart.com/pl/cta/chart.asp?sym=A6U1&mode=i&code=XCTA
http://quotes-cust.barchart.com/pl/cta/texpert.asp?sym=A6U1&code=XCTA
http://sites.barchart.com/pl/cta/chart.asp?sym=A6Z1&mode=i&code=XCTA
http://quotes-cust.barchart.com/pl/cta/texpert.asp?sym=A6Z1&code=XCTA
http://sites.barchart.com/pl/cta/chart.asp?sym=A6H2&mode=i&code=XCTA
http://quotes-cust.barchart.com/pl/cta/texpert.asp?sym=A6H2&code=XCTA
http://sites.barchart.com/pl/cta/optqte.htx?sym=A6&mode=i
http://cta-online.com/index-4.asp

(40% of the gain or loss), regardless of the actual length of your holding period. Only one form needs to be completed (6781) at the year end with the net result. More information in the IRS
publication here.

This strategy can be implemented on any market listed on this page an example using gold is posted on http://keypage.net/Position%20Trade%200ption%20Write-Hedge.pdf

1) Define the trend using the opinion column.
2) Establish the position with the overall trend.
3) Price out the options using the option column for defining risk on every trade and preventing a financial hemorrhage.

If you have questions please call me with this page up http://keypage.net/ and I'll answer them and provide immediate links for verification.

Call US+949-376-8020 or email peterc@catranis.com with your questions.

If you’d like to open an account please download and complete the following documents.

For NON-US and accredited US investors (Accredited = 2M+ net worth)
Click here to down load the PFG Account Application

Items that need to be completed

Pages 3 and 4 account holder information , signature on 4.

Page 13 Signature.

Page 14 Social Security number and signature or W-8 Ben for non US accounts.
Page 16 Signature.

Page 31 Signature.

Page 34 Personal Guarantee, signature.

Click here to download A.l.M. Limited power of attorney for P.F.G.

Signatures at the bottom of pages one and two.

Click here to download A.l.M. Disclosure Document,

Signature pages

Page 11, bottom of page

Page 13, top and bottom of page
Page 16, bottom of page

Page 17, bottom of page

For NON-accredited US investors (Net worth less than 2M)
No discretion on trades or number of contract can be used for letter of direction accounts

Click here to down load the PFG Account Application

Items that need to be completed

Pages 3 and 4 account holder information , signature on 4.

Page 13 Signature.

Page 14 Social Security number and signature or W-8 Ben for non US accounts.
Page 16 Signature.

Page 31 Signature.

Page 34 Personal Guarantee, signature.

Click here to download the Letter of Direction Barchart Position Trade Option Write-Hedge
Page 2 Specify markets and number of contracts to be traded, signature the bottom.

For IRA accounts the above needs to be completed along with http://www.mtrustcompany.com/ IRA account forms.

All accounts must include one proof of identification, one proof residency,
It helps when faxing any ID if you enlarge them so they're legible

Driver license

Passport

Government ID

Utility bill

Social Security Card

For corporate or entity accounts please include copies of your corporate or entity documents
Please email scanned copies or fax to US+ 949-376-8025
Please send originals within 15 business days to Victoria Voet below

Please email scanned copies of the completed account form pages to peterc@catranis.com or fax them to US+949-260-4964
( Please do not send all pages just the pages completed)

Please send originals within 15 business days to our Irvine office.

Peter Catranis CTA, IB, AP
Accredited Investment Management
Wells Fargo Tower 13th floor

Irvine CA 92614

USA +949-376-8020

US Toll-Free 800-994-5757

Mobile US+949-376-8020

Fax US+ 949-260-4964

Email peterc@catranis.com

Russell Tanner Allocations & Trading
311 W. Monroe, Suite 1300

Chicago, lllinois 60606

USA +312-775-3561

US Toll-free 800-634-8905

Fax US+312-775-3095

The risk of loss in trading commodities can be substantial. You should therefore carefully consider whether such trading is suitable for you in light of your
financial condition. The high degree of leverage that is often obtainable in commodity trading can work against you as well as for you. The use of leverage can
lead to large losses as well as gains. In some cases, managed commodity accounts are subject to substantial charges for management and advisory fees. It may
be necessary for those accounts that are subject to these charges to make substantial trading profits to avoid depletion or exhaustion of their assets. The
disclosure document of a commodity trading advisor ("CTA") contains a complete description of the principal risk factors and each fee to be charged to your
account by the CTA.

The risk of loss in trading foreign exchange can be substantial. You should therefore carefully consider whether such trading is suitable in light of your financial
condition. You may sustain a total loss of funds and any additional funds that you deposit with your broker to maintain a position in the foreign exchange
market. Actual past performance is no guarantee of future results. Simulated performance results also have certain limitations unlike actual performance
records; simulated results do not represent composite trading. Also, since trades have not actually been executed for this composite, the results may have
under-or-over compensated for the impact, if any, of certain market factors, such as lack of liquidity, simulated trading results, in general are also subject to the
fact they are designed with the benefit of hindsight. No representation can or is being made that any trading system will, or is likely, to achieve profits or losses
similar to those shown in this simulated performance record.

The performance records have been calculated in a manner we believe to be reasonable and are based on the respective leverage factors intended to be used.
Prospective investors must recognize that any simulation of a hypothetical record, even when based on actual trading systems, with qualified trade execution,
has inherent limitations. We believe that the records as presented should be of interest to investors in determining whether to participate, such rates of return
should by no means be taken as an indication of how the system will perform or would have performed, even given the same trades. Any performance record
compiled from individual performance records of any trading methodologies has certain hypothetical and artificial characteristics and must be evaluated
accordingly.

HYPOTHETICAL PERFORMANCE RESULTS HAVE MANY INHERENT LIMITATIONS, SOME OF WHICH ARE DESCRIBED BELOW. NO REPRESENTATION IS BEING
MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE SHOWN. IN FACT, THERE ARE FREQUENTLY SHARP
DIFFERENCES BETWEEN HYPOTHETICAL PERFORMANCE RESULTS AND THE ACTUAL RESULTS SUBSEQUENTLY ACHIEVED BY ANY PARTICULAR
TRADING PROGRAM. ONE OF THE LIMITATIONS OF HYPOTHETICAL PERFORMANCE RESULTS IS THAT THEY ARE GENERALLY PREPARED WITH THE
BENEFIT OF HINDSIGHT. IN ADDITION, HYPOTHETICAL TRADING DOES NOT INVOLVE FINANCIAL RISK AND NO HYPOTHETICAL TRADING RECORD CAN
COMPLETELY ACCOUNT FOR THE IMPACT OF FINANCIAL RISK IN ACTUAL TRADING. FOR EXAMPLE, THE ABILITY TO WITHSTAND LOSSES OR TO ADHERE
TO A PARTICULAR TRADING PROGRAM IN SPITE OF TRADING LOSSES ARE MATERIAL POINTS WHICH CAN ALSO ADVERSELY AFFECT ACTUAL TRADING
RESULTS. THERE ARE NUMEROUS OTHER FACTORS RELATED TO THE MARKETS IN GENERAL OR TO THE IMPLEMENTATION OF ANY SPECIFIC TRADING
PROGRAM WHICH CANNOT BE FULLY ACCOUNTED FOR IN THE PREPARATION OF HYPOTHETICAL PERFORMANCE RESULTS AND ALL OF WHICH CAN


http://www.irs.gov/pub/irs-pdf/f6781.pdf
http://www.irs.gov/publications/p550/ch04.html
http://www.irs.gov/publications/p550/ch04.html
http://sites.barchart.com/pl/cta/
http://keypage.net/Position%20Trade%20Option%20Write-Hedge.pdf
http://keypage.net/
mailto:peterc@catranis.com
http://www.cta-online.com/forms/PFG%20Account%20Application.pdf
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http://www.cta-online.com/forms/AIM%20Limited%20Power%20of%20Attorney.pdf
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http://www.cta-online.com/forms/PFG%20Account%20Application.pdf
mailto:pc@treasuries.com
http://www.cta-online.com/forms/PFG%20letter%20of%20direction%20Barchart%20Position%20Trade%20Option%20Write%20Hedge.pdf
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