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COMMENTARY
This week, we turn to investment flows in the greenback and US asset
markets.
Currency market participants have resumed net purchases of the US
dollar, consistent with the DXY Dollar Index once again scaling 98 today
after having dipped to below 96.50 in late July. Delving into the details, it
is interesting to compare Chart 1 (shows “All Investors”) and Chart 2
(shows “Cross-Border Investors”) over the past month. Evidently, the
late July retreat of the greenback was driven by non-US investors –
Chart 2 shows our iFlow USD FX indicator exceeding -900 (net selling
by cross-border investors that was nine times stronger than average
USD flows over the past year). By the same token, the renewed buying
of the greenback in the past three days is being driven primarily by US
investors. These two observations taken together might reflect global
money managers bringing money home – in other words, paring assetmarket exposure overseas given the general rise in risk aversion.
Whether this is sustained remains to be seen.
In terms of shorter term trends, Chart 3 shows the 1mma of our USD FX
indicator reflecting a series of ups and downs in investor activity in
recent months. However, the bigger picture in Chart 4, showing
cumulative USD flows over the past two years, gives an unambiguous
message of dollar dominance. As we have written in recent iFlow
Weeklies, the USD’s general ascendance reflects several developments
of late, not least of which is the US Federal Reserve continuing to
signpost its preference for initiating rate normalization later this year,
which makes it the lone relatively hawkish central bank amongst its
developed market peers.
We are also closely monitoring asset market flows as a factor in
determining the USD’s fortunes. Chart 5 shows the 3mma of our iFlow
US equity indicator – investors appear to be taking profits and slowly
reducing exposure in recent weeks. Chart 6 shows the 3mma of our
iFlow US bond indicator and reflects elevated demand for US paper,
especially Treasuries in recent weeks. The pace of these inflows picked
up in July, which is entirely consistent with the benchmark 10-year yield
having drifted lower to below 2.15% this week from levels above 2.45%
on 13 July.
It is clear that the rebound in risk aversion has played a key role in
investor activity in recent months, especially the sell-offs in commodities
and emerging markets. Against this backdrop, the USD’s dual appeal as
a relative safe-haven and being the currency of a central bank willing to
raise rates, is likely to persist. Risk aversion and yield differentials
(especially vs Europe) are also buoying UST demand. The wild card
here is the mix of US vs non-US investor activity in global and especially
US equity markets in the coming months amidst potential asset
allocation switches, which we are tracking with great interest.
(samarjit.shankar@bnymellon.com)
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iFLOW® iQ
In the signal grid below as of 4 August 2015 (compared to the previous week’s signal grid as of 27 July), CAD remains in its
Short position opened on 15 July with about a 2.2% gain, CHF opened a Short position on 3 August which has gained about
1%, EUR remains in its Short position opened on 27 July with about a 1.9% gain, GBP closed its Long position and opened
a Short position on 31 July which has gained about 0.4%, JPY closed its Long position and reversed to Short, NOK closed
its previous Short position and reopened a Short position days later, NZD remains in its Short position opened on 8 April
with about a 13.5% gain, SEK remains in its Short position opened on 1 July with about a 3.9% gain, and others remain the
same.
In emerging markets, BRL closed its Short position opened on 1 July with about a 6.6% gain and reopened a Short position
on 31 July which has gained about 1.5% so far, KRW closed its Long position opened on 28 July with about a 0.3% gain and
reversed to Short on 28 July which was closed on 31 July with about a 0.5% gain and then reversed to Long which has
gained about 0.4% so far, SGD closed its Long position opened on 24 July with about a 0.2% gain and reversed to Short on
29 July which has gained about 0.9% so far, TWD remains in its Short position opened on 24 July with about a 0.5% gain,
THB remains in its Short position opened on 27 May with about a 3.9% gain, MYR remains in its Short position opened on
15 July with about a 1.3% gain, PHP remains in its Short position opened on 19 June with about a 1.2% gain, and others
remain the same. Amongst equities, SPX changed to Flat from Long. The US10Y remains Flat.
iFlow iQ models are based on a rich source of fundamental investor flow information. Investor flows have the dominant role
to drive a long/short bias. There is an overlay of a set of technical analysis parameters aimed at improving the pricesensitivity of the models. These models equip you to make well-informed decisions across different portfolio strategies and
investment horizons. The signal grid below, as of 4 August 2015, is representative of some of the numerous
applications across a multitude of asset classes and markets.
If you would like a daily update of these models or others, please contact one of our Global Markets Sales professionals in
Boston (+1 617 722 6800), New York (+1 212 815 7166), London (+44 207 570 0892) or Hong Kong (+852 2840 6693).
(jiangang.dou@bnymellon.com)
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iFLOW: GLOBAL EQUITY MARKETS … over the past week
In developed markets, the past week has seen modest net inflows to UK, Norway, Switzerland, Belgium and Australia;
considerable net outflows from Portugal, and modest net outflows from US, Canada, Japan, Germany, France, Sweden,
Finland, Netherlands, Denmark, Ireland, Austria, Spain, Italy, Greece and New Zealand.
For emerging markets:
- China has seen net inflows in the past week. The Shanghai Comp Index and the Shenzhen Comp Index rose 2% and
3.7% respectively in the past three trading days. The authorities have announced new measures to curb high volatility
in the market, which helped support investor sentiment. South Korea, Taiwan, India, Thailand, Malaysia and
Philippines have also seen net inflows, while Indonesia has seen modest net outflows.
- Brazil has seen net inflows, with the IBOVESPA index up about 0.5% in the past week. Colombia and Peru have seen
modest net inflows, while Chile has seen modest net outflows.
- Mexico has seen considerable net inflows, with the Bolsa IPC index up about 1.9% in the past week.
- South Africa has attracted considerable net inflows, with the JALSH index up about 2.4% in the past five trading days.
- Russia has seen significant net inflows, with the MICEX index up about 4.5% in the past week. Hungary, Poland and
Czech Republic have seen modest net inflows, while Turkey has seen modest net outflows.
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iFLOW: DEVELOPED EQUITY MARKETS … over the past month
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iFLOW: EMERGING EQUITY MARKETS … over the past month
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About BNY Mellon Global Markets
iFlow® is a registered trademark of The Bank of New York Mellon Corporation under the laws of the United States of America and other countries.
BNY Mellon Global Markets includes the Foreign Exchange and Derivatives businesses of The Bank of New York Mellon together with the securities
business of BNY Mellon Capital Markets1. Pursuant to Title VII of The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 and the
applicable rules thereunder, The Bank of New York Mellon is provisionally registered as a swap dealer with the Commodity Futures Trading Commission
(“CFTC”) and is a swap dealer member of the National Futures Association (NFA ID 0420990). These businesses provide products for corporate,
institutional and high-net-worth investors to access liquidity, execute investment and hedging requirements as well as manage risk. With foreign
exchange sales and trading desks in ten cities across three continents, BNY Mellon Global Markets has access to more than 80 currency markets. The
BNY Mellon Global Markets award-winning team2 of market strategists offers topical commentary and daily analysis of economic and market conditions.
BNY Mellon Global Markets’ derivatives business offers hedging products based in the interest rate and currency markets. BNY Mellon Capital Markets
underwrites and transacts in a broad range of debt and equity securities.
“BNY Mellon” is the corporate brand of The Bank of New York Mellon Corporation and may also be used as a generic term to reference the corporation
as a whole or its various subsidiaries. Products and services may be provided under various brand names, including BNY Mellon Asset Servicing and
BNY Mellon Asset Management. BNY Mellon Asset Servicing is the brand name encompassing BNY Mellon’s affiliated companies that may provide
some of the services referenced in this presentation. BNY Mellon Asset Management is the brand name encompassing BNY Mellon’s affiliated
investment management firms and global distribution companies. Products and services may be provided by various subsidiaries, affiliates, joint
ventures and in some instances by third party providers of The Bank of New York Mellon Corporation where authorized and regulated as required within
each jurisdiction, and may include The Bank of New York Mellon, One Wall Street, New York, New York 10286, a banking corporation organized and
existing pursuant to the laws of the State of New York and operating in England through its branch at One Canada Square, London E14 5AL, England.
Registered in England and Wales with FC005522 and BR000818.
This document has been prepared solely for general information, discussion, and reference purposes only. This document itself and the information and
the statements contained herein, are not an offer or solicitation to buy or sell any products (including financial products) or services, or to participate in
any strategy, and should not be construed as such.
This document is not intended to provide legal, tax, accounting, investment, financial or other professional advice on any matter, and is not to be used as
such. Recipients should always seek professional advice, including tax, legal, financial, and/or accounting advice prior to making any investment
decision.
This document is intended for private circulation. The information contained herein is not intended for distribution to, or use by, any person or entity in
any jurisdiction or country in which such distribution or use would be contrary to local law or regulation. Similarly, this material may not be distributed or
used for the purpose of making offers or solicitations in any jurisdiction and especially in any circumstances in which such offers or solicitations are
unlawful or not authorized, or where there would be, by virtue of such distribution, new or additional registration requirements. Persons accessing this
material are required to inform themselves about and to observe any restrictions that apply to the distribution of this information in their jurisdiction. This
document may contain certain “forecast” statements that may reflect possible future events based on current expectations. Forecast statements are
neither historical facts nor assurances of future performance. Forecast statements typically include, and are not limited to, words such as “anticipate”,
“believe”, “estimate”, “expect”, “future”, “intend”, “likely”, “may”, “plan”, “project”, “should”, “will”, or other similar terminology and should NOT be relied
upon as accurate indications of future performance or events. Because forecast statements relate to the future, they are subject to inherent
uncertainties, risks and changes in circumstances that are difficult to predict. “Signal” as used in this document refers to model output information only
and should not be relied upon as a direction or instruction to take a specific market position or any action whatsoever.
Some information contained in this document has been obtained from third party sources, including sources generally available to the public, and has
not been independently verified. Price and other data are subject to change at any time without notice. Any price or other data used is for illustrative
purposes only and will not reflect actual current conditions. BNY Mellon, and its broker dealer affiliates, may have long or short positions in any currency,
derivative or instrument discussed herein.
Recipients of this document assume any and all investment risks, including the loss of any invested principal amounts related in any manner whatsoever
to any information provided by BNY Mellon hereto.
No representations or warranties are made, and BNY Mellon assumes no liability, as to the accuracy or completeness of any information or data
contained in this document or its effectiveness for any particular purpose.
The investment products and services mentioned herein are not insured by the FDIC (or any other state or federal agency), are not deposits of or
guaranteed by any bank, and are subject to investment risk, including the loss of principal amount invested.
The Bank of New York Mellon, member FDIC.
© 2015 The Bank of New York Mellon Corporation. All rights reserved.
1The following are registered broker-dealer, wholly-owned subsidiaries of The Bank of New York Mellon Corporation: BNY Mellon Capital Markets, LLC,
member FINRA/SIPC; BNY Mellon Capital Markets EMEA Limited is authorized and regulated by the Financial Conduct Authority UK under registration
number 580200. BNY Mellon Capital Markets, LLC is an indirect-wholly-owned subsidiary of The Bank of New York Mellon Corporation and a member
of FINRA and SIPC.
2 Source: Global Finance Magazine, World’s Best Foreign Exchange Providers 2015, January 2015

MARKETS GROUP

6

