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Samson Multicurrency Plus Strategy 

 
Executive Summary 

During the 4th quarter, the Samson Multicurrency Plus Strategy generated a 
positive return, while the benchmark posted a negative return for the same 
period.  As readers of our past commentaries know, throughout 2010 we 
increasingly positioned portfolios for a global recovery.  As a result, we 
entered the quarter with significant positions in the Canadian and Australian 
dollars relative to our benchmark.  While these positions played an 
important role in our positive return vs. the benchmark, our underweight to 
the euro (the worst performing currency in our solution set) also made a 
contribution to outperformance.  The chart below highlights currency 
relative performance for the quarter.  

Relative Performance of Currencies (9/30/10 – 12/31/10) 

 

 

 

 

 
 

 
 

 

 

Strategy Review and Discussion 

Our allocations to growth currencies and our underweight to the euro 
reflected both the fundamental aspects of our investment process, with its 
emphasis on relative growth rates and central bank policy analysis, and the 
quantitative aspects of our process, whereby we seek to garner information 
about relative currency performance through our use of forward looking 
market indicators such as commodities and the VIX (also known as the 
“worry index”).  As the chart on the next page shows,  if we oversimplify 
and consider a world where there are only 2 types of currencies, growth 
(represented by the Australian dollar) and safe haven (represented by the 
Japanese yen), the year can then be divided into 2 halves.  In the first half of 
the year, equity markets fell, a Eurozone crisis inspired a Treasury rally and 
worry was ascendant.  As a result, the VIX surged, commodities fell and the 
Japanese yen outperformed the Australian dollar. 

 

 
SMP Currency Exposure            
As of 12/31/2010 

 

 

 

 

 

 

 

 

 
 
 
Federal Reserve Trade 
Weighted Majors Index 
Currency Exposure          
As of 12/31/2010 
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Growth of $100 
12/31/09-6/30/10 6/30/10-12/31/10 
 

 

 

 

 

 

 
 

Relative Performance of Yen vs Australian Dollar 

 

 

 
In the second half of the year, global growth accelerated, European leaders 
took action to stabilize Eurozone debt markets, and equity markets rallied.  
In this context, the VIX fell, commodities surged, and Treasury prices 
finally began to fall.  In this period, the Australian dollar outperformed the 
Japanese yen.  The charts above highlight not only the interrelationship 
between investment themes and market sector relative performance, but the 
way a currency viewpoint can offer perspective on asset allocation as well.  

Looking Forward 

Though we entered the 4th quarter with a smaller euro allocation than our 
benchmark, we are not members of The Euro Is Dead Club.  In fact, since 
the middle of the year we have been adding to our euro positions and 
continued to buy euro throughout the last months of the year.  While we 
are mindful of the technical factors that can drive currency markets, the 
foundation of our view towards a currency is the relative performance of its 
economy relative to its peer group and the likelihood that the central bank 
associated with the currency will defend its value against inflation.  Growth 
is accelerating in the core Eurozone economies, particularly Germany, 
despite the problems with the peripheral economies.  Eurozone CPI has 
accelerated on a year-over-year basis and is breaching the European Central 
Bank’s 2% inflation target.  On a trailing 52 week basis the German stock 
market, as measured by the DAX Index, has outperformed most of its 
developed market peers on both local currency and USD terms.  Germany, 
the largest economy in Europe, has the economic vitality, financial 
resources, and the historic policy commitment to a successful euro.  
Certainly, interest rates on German government bonds may rise as markets 
focus on the costs associated with Germany’s contributions to the 
European Financial Stabilization Fund.  However, that may not be bad for 
the euro.  The German deutsche mark strengthened and remained a hard 
currency after the costly reunification of Germany two decades ago.  
Similarly, the euro can rally despite the cost of bailing out peripheral nations  

 

SMP Current Weights                 
as of 12/31/10 

 

 

 

 

 

 

 

 

The Federal Reserve Trade Weighted 
Major Currency Index is a weighted 
average of the foreign exchange values 
of the U.S. dollar against a subset of 
currencies in the broad index that 
circulate widely outside the country of 
issue.  The weights are derived from 
those in the broad index.  The broad 
index is a weighted average of the 
foreign exchange values of the U.S. 
dollar against the currencies of a large 
group of major U.S. trading partners.  
The index weights, which change over 
time, are derived from U.S. export 
shares and from U.S. and foreign import 
shares.   

The U.S. Dollar Index® is composed of 
a basket of the world’s major currencies.  
The currencies that make up the U.S. 
Dollar Index are representative of 
America’s major trading partners and 
currently include Euros, Japanese Yen, 
British pound, Canadian dollars, Swedish 
kronas, and Swiss francs.  The relative 
weighting of a particular currency in the 
index reflects the amount of trade the 
U.S. does with that country.  U.S. Dollar 
Index® and USDX® are trademarks and 
service marks of the New York Board of 
Trade®.   
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VIX Index SPX Index BC 30Y Tsy CRY Index

1st Half 2010 2nd Half 2010
JPY +5.19% +9.01%
AUD -6.34% +21.71%
Outperformance +11.53% JPY vs AUD +12.70% AUD vs JPY
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as long as the policy objectives are sound and pro-growth for the longer term.  European stock markets are more 
confident, and so are we.  We will likely continue to add to our positions in the euro moving from an underweight 
to an overweight in the months ahead.  
 
Jonathan E. Lewis 
Principal 

January 24, 2011 

 
Data Sources: Bloomberg®, Barclays® 
No representation or assurance is made that Samson Multicurrency Plus Strategy (SMP) will or is likely to achieve its objectives, or will make a profit or will not 

sustain losses.  Any statements regarding future events constitute only subjective views or beliefs, are not guarantees or projections of performance, should 

not be relied on, are subject to change due to a variety of factors, including fluctuating market conditions, and involve inherent risks and uncertainties, both 

general and specific, many of which cannot be predicted or quantified and are beyond our control.  Future results could differ materially and no assurance is 

given that these statements are now or will prove to be accurate or complete in any way.  Samson does not provide tax, accounting or regulatory advice. ANY 

TAX STATEMENT CONTAINED HEREIN IS NOT INTENDED OR WRITTEN TO BE USED, AND CANNOT BE USED BY ANY PERSON, FOR THE PURPOSE OF AVOIDING 

TAX PENALTIES.  Past performance is not indicative of future results.  Any benchmarks or indices shown are for illustrative purposes only, are unmanaged, 

assume reinvestment of income, and have limitations when used for comparison or other purposes because they may have volatility, credit or other material 

characteristics (such as number and types of securities) that are different from those of SMP.  Certain information is based on third-party sources and, although 

believed to be reliable, it has not been independently verified and its accuracy or completeness cannot be guaranteed.  This information is confidential, is 

intended only for intended recipients and their authorized agents and may not be distributed to any other person without our prior written consent. Samson has 

gathered information contained in this commentary from third-party sources we believe to be reliable, but we do not guarantee the accuracy or completeness 

of such information.  

Target exposures included in this newsletter may differ between clients based upon their investment objectives, financial situations and risk tolerances. 

 


