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Abstract:

The aim of this study is to form a conceptual framework for the Foreign Exchange
Market, which is known Forex market, and identifying the mechanisms and procedures
used for trading in it, and then shed light on the methods used by traders to predict the
direction of exchange rates.

After reviewing the various theoretical aspects related to the foreign exchange
market, the applied study came as an attempt to reveal some of the factors affecting
the foreign exchange market, by studying the relationship between the US dollar index
(which measures the value of the US dollar compared to a basket of foreign currencies)
and some economic variables, namely: Oil prices, the federal discount rate, the
unemployment rate, and the Dow Jones index.

The study population includes the exchange rates of all currencies traded in the
foreign exchange market, while the sample was limited to the US dollar index against
other foreign currencies during the time period (2015-2020).

The study reached results indicating that there is a statistically significant
relationship between the US dollar index and the federal discount rate, oil prices, the
unemployment rate, and the Dow Jones Industrial Average, The multiple linear
regression equation for these variables was extracted and analyzed.

key words: Foreign Exchange Market, US Dollar Index, Oil Prices, Federal
Discount Rate, Unemployment Rate, Dow Jones Industrial Average, Fundamental
analysis, technical analysis.
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! Alpari Limited: Euro, viewed 02/06/2021, https://alpari.com
2 European Central Bank: Members of the European Union using the euro (EU), viewed 02/06/2021, www.ecb.europa.eu
3 World Bank Open Data: GDP (current US$), European Union, United States, Japan, viewed 08/06/2021,
https://data.worldbank.org
4 Easytradeweb: the Japanese yen, update 05/01/2021, viewed 02/06/2021, www.easytradeweb.com
5> Cofnas. Abe: The Forex Trading Course, John Wiley & Sons Inc, New jersey, USA, 2008. p55.
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! Dicks. James: Forex Trading Secrets, The McGraw-Hill Companies, Inc, USA, p14.

2 Worldatlas: the currency of Australia, viewed 03/06/2021, www.worldatlas.com

3 Dicks. James: Forex Trading Secrets, Op. cit, p12.

4 Worldatlas: The history of the Canadian Dollar, viewed 03/06/2021, www.worldatlas.com
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! Cofnas. Abe: The Forex Trading Course, Op. cit, p50.
2 Dicks. James: Forex Trading Secrets, Op. cit p13.
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4 Cofnas. Abe: The Forex Trading Course, Op. cit, p52.
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! Thovhedzo, Thomani: Understand the Forex Market, Op. cit, p35.
2 Galant. Mark & Dolan Brian: Currency Trading for Dummies, For Dummies, USA, 2007, p19.
3 Cheng. Grace: 7Winning Strategies for Trading Forex, Op. cit, p33.
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COUNTRY CURRENCY INTEREST RATE
United States usD < 0.25%
Eurozone EUR 0.00%

United Kingdom GBP 0.10%

Japan IPY -0.10%

Canada CAD 0.25%

Australia AUD 0.25%

New Zealand NZD 0.25%
Switzerland CHF -0.75%

Thovhedzo, Thomani: Understand the Forex Market, p37 : jaaall
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I Mouhannad Yousef, Rollover, 09/02/2021, viewed 09/06/2021, https://aforextrust.com
2 Michael D. Archer: Getting Started in Currency Trading: Winning in Today's Market, John Wiley & Sons, Inc.,
Hoboken, USA, 2012, p240.
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! Brian. Dolan: Currency Trading for Dummies, Wiley Publishing, Inc, Indianapolis, USA,2011, p134.
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! Edward.Day: Forex Trading: Master the Basics of Currency Investing in a Few Hours-- The Beginner’s Guide: 3
Hour Crash Course, Kinloch Publishing, USA, 2020, p91.
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! Alan.Northcott, Forex A Newbies' Guide: Newbies Guides to Finance, Alan Northcott,2013, USA, p86.
2 Cheng. Grace,7Winning Strategies for Trading Forex, Op. cit, p37.
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Lo el dasy (sf 5anae cilntliind daay Jgliiall mace als¥1 (e goill 138 alasiad o)
3

Sdaadliuy) o2 st o 5eY) it Clig Cus e danilul
:Order Cancels Other (OCO) a1 sl (il sel—2
V) i aly Bludll e aall el e IS pags SalsY) e il 138 3 Jgliall sk
o i baie 5l e () sl el ) Baadl e Jear Leaind (gl (ading
AAY) U Solesiglh i) Guye) ada aal S

:Timed Orders duia)ll jalg¥) —

BN e A eV oda 2 pw AR 6 el mand S el e gl 38

1&gl

! Brian.Dolan: Currency Trading for Dummies, Op. cit, p135.
2 Ed. Ponsi: Forex Patterns and Probabilities, John Wiley & Sons Inc, New jersey, USA, 2007.p18.
3 Dicks. James: Forex Trading Secrets, Op. cit, p29.
4 Rosenstreiqch. Peter: Forex Revolution, Prentice Hall, New jersey, USA ,2005, p53.
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Nl 1w ol Jelaiall

.Leverage aulal) dad))l) :laslu

o 53 L) L (Uelel)) oslhad) el alie ) dall B andteall dlall Do o AL ded)))
IS AL dxdll Calias . Jlall Guly (o o iam ilaas Zllall (310591 (pa Yol 530S allin 8 oSl
1:400 N 1 :10 e zslin G cellansll Cadialy S
SV AL dadhl) o Al dedhl) Gles Ales 12100 1350 o Jglall dundgail) claUail
a3 11100 N 1 :50 a5 lld) eladl aaan 8 &35al) (uSHoh 8 Osloltiall Lgardioy Ul & gud
1 :20 Loy bl Limesie A0l dadly 2l Jolaiall fan of cma o1 :400 ) Jesr Lo slanegll (am
ZLEN ey alail) Jglvie (ansg oyl (s3al e (lgltiall jadins .1 :50 e led Gl aslillyy

1 :50 e

Ll Cglll aas (gnaas Lo 3k agr dalal) AL dad)l Auia¥) B lead) slghtia 2any L as )
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Shlia 535 gall JlsaYl cul€ 13 i€l 8 Glla 53smgall sl al DU il s 22ns Jasgl) (S
SO Gleall Do) Sy i Al Jols Dlee 8 Lgalatind (Ko Db cdiba b HaaiuY) a8

aallal) dad)yl) Jas Al ras (02) é; J<&

50:1

leverage

$21000

margin

Thovhedzo. Thomani: Understand the Forex Market p41 : jaaal

el Jasagl) Gl L Bale dne dalll e Loy dlasug o lgaaioa Al LIl dadhll j)aie acing
Dl Lol Jasgl) samaes eJghaill (pe Gl aey S cclligal glay) dyman ¢ Ghalgdl anly Lad iyl
calglti J (l) S JST agllaall algll

o @y (st 3Ga0 e A1 ) 1 :100 W zsacall Adlall Zadhll cil€ 1Y) (Joall Qe e
ilea 3 Y51 5000 L cbal (<1 50 100000 das iS50 Jslas

c‘;j\,ﬁ\ "l il @l Tt g 2SNV 1000 Lawedow db aldll bl L’}ﬂ A<ia ol 22
hlua 3 anall ol avall ) gilaa) of Gaule ol s (ol aad s aalally

DAY dasay e dilidg die (S0 (Ualgll) LU a1 asl)

2 clglhss i ¥ee 100000 JS Julie a3 i 138 .71 desty Lials Tl il el Jlial) b
Sl A dxn S SV 1000 dasesl

! Michael D. Archer: Getting Started in Currency Trading: Winning in Today's Market, Op. cit, p129.
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dadl s o - Lacdl 513 L AU 02 [ Sopal V53 (1006000) anly sl S o)y 255 @bl it
Haans Wl lasey ol Y9 2000 - GialeS Y50 2000 pias clile ot <] 150 dasy 4l
S cdarall wb ol 4l oo glay) allay Jasl) Jeay 3 o) Ll las (D) wie Lgaaleia) Sl

S angll S5 s ULl [ G N Jghs of Gl Ssall 8 Ll ek o e st
Lo (b palal) Johl) bl dallaall daill) Gluad) suay ol Bl clle Cprisd cllaa b a3

Blal ity BlEaYh ol macd Jn SBY) pues 3 V52 2000 oo Joo ¥
Ji ) Slles dnay (@l 8 Jelall iled caady ¢ LG el /(S Nsall g3 (mesil 13)
nay adal el £ 3 ¢ Hladl) e el pial Gl chitten el Jasussll ali o st ¢ V50 2000 (s

il ey o e dhlia

AL ) (bes i€ (o (05) ) Jsaad)

Amount Traded

Margin Required 5,000 10,000 25,000 50,000 100,000 250,000 500,000

1,000 5:1 10:1 25:1 50:1 100:1 250:1 500:1
2,000 2.5:1 5:1 12.5:1 25:1 50:1 125:1 250:1
3,000 1.66:1 3:1 a8:1 17:1 33:1 83:1 167:1
4,000 1.25:1 2.5:1 B:1 12.5:1 25:1 B3:1 125:1
5,000 1:1 2:1 5:1 10:1 20:1 50:1 100:1
25,000 1:5 1:2.5 1:1 2:1 4:1 10:1 20:1
50,000 1:10 1:5 1:2 1:1 2:1 5:1 10:1
100,000 1:20 1:10 1:4 1:2 1:1 2.5:1 5:1
250,000 1:50 1:20 1:10 1:5 1:2.5 1:1 2:1

Michael D. Archer: Getting Started in Currency Trading: Winning in Today's : a4l
Market, p150

! Thovhedzo. Thomani, Understand the Forex Market, Op. cit, p41.
21BID, p42.
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- 52100000 L3 ¥53 100 Y dems o (Sang SAY Jascsg e () 2al) 138 Caisy L Jascssll 138 50l

Jalgl) Qlas 8 Cluall da) (e Al dusd panadd e B diba Jolviall lgd My 50 JS A
Alg)niall sl ssey Jall speay oalu) EBlaall 295 o 2l waad) Johull gl Giala bl
ahas (5 3355 100000 (0 £S5 Lo Bole oag ) ol Lanalal) Alaad) ) Wils Shall s

(3235 100000 5uS) 358 255 A gl G paiivanl] ans slamssll

100000 sa sl slll 5229 1000 ale (<0 it yiall @llly csang 10000 58 praall il
8235 2504000 el gl

daclsy (ielell SaY) aall ppat @ gasiall LY b @aall D leall s (A Johtial Al
105 Leessiyl) <Dlaall 21 Y (1 :50 dawsy 340l 4ad)) &Ll 2 ) National Futures Association
Gsms o3 bl At A0 Axil)llg (halgl) ity Le duals (g canpall CaliadU (1 :10 ddle dadly) d5Lally
Al A3he Jlaa) S5l of o€ Y e laad) 3 Ll Gl adlea) Aol 1) e L edlasl)
B L)l i ) Osmen ) 13 padl) ) o oalghiiall Facally st 215530 1 :50 A
Gom A Oalg)tal) aliadd docalls oS0y Al laga Dl 138 (168 o (Kar ccdlalaad) o i€ 330 (e
Lelohi Jans dajad) gl ) 8 1 210 Gl cdld pay - Jaall € a8 1150 s 8 ¢diatll el
aball Jod o Ol cellin 8 A3 e Jlgal (haler a5 @8 clgla 13] LS (S0 ddls J
Jolly ad Ay el Laldll Jolal) daie (jiayatiag
:Trading Platform Features /13l claia :laul

Aol 4at Lee slausgll Giny ccpantional] Lgad U sl DA (e Jsll) e Clped 2y

2l L g comg el ) alail) il 3y S eclaalad) Gaila (e gl

! Michael D. Archer: Getting Started in Currency Trading: Winning in Today's Market, Op. cit, p127.
21IBID, p165-171.
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: (DOM)GEgudl (3ae .7
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Al o daaj) 431 .8
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! Cheng. Grace,7Winning Strategies for Trading Forex, Op. cit p52.
2 Fxcc: Market makers, viewed 08/06/2021, http://www.fxcc.com
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! Cheng. Grace: 7Winning Strategies for Trading Forex, Op. cit, p53.
2 Fxce: Electronic Communication Networks, viewed 08/06/2021, http://www.fxcc.com
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! Cheng. Grace: 7Winning Strategies for Trading Forex, Op. cit, p38-40.
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! Tradersup: Commodities and Futures Commission, 24/03/2017, viewed 08/06/2021, https://www.tradersup.com/
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2 Dicks. James: Forex Trading Secrets, Op.cit, p154-155.
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'IBID, p176.
2 John J. Murphy, Technical Analysis of the Financial Markets, Op.cit, p167.
3 Dicks. James: Forex Trading Secrets, Op.cit, p167.
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! John J. Murphy, Technical Analysis of the Financial Markets, Op.cit, p173.
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2 Dicks. James: Forex Trading Secrets, Op.cit, p163-164.
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' The World Bank: GDP (current US$) - United States, viewed 06/06/2021, https://data.worldbank.org/
2 James Chen: U.S. Dollar Index (USDX), update 28/12/2020, viewed 06/06/2021, https://www.investopedia.com/
3 IBID, viewed 06/06/2021.
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REGRESSION
/MISSING LISTWISE
/STATISTICS COEFF OUTS R ANOVA
/CRITERIA=PIN(.05) POUT(.10)
/NOORIGIN
/DEPENDENT USDX
/METHOD=ENTER OIL FEDS UNP.

Regression
Notes
Output Created
Comments
Input Active Dataset
Filter
Weight
Split File

N of Rows in Working Data
File

Missing Value Handling Definition of Missing

Cases Used

Syntax

20-JUN-2021 14:58:30

DataSet0
<none>
<none>
<none>

72

User-defined missing values
are treated as missing.
Statistics are based on cases
with no missing values for
any variable used.
REGRESSION

IMISSING LISTWISE

/STATISTICS COEFF
OUTS R ANOVA

/CRITERIA=PIN(.05)
POUT(.10)

/NOORIGIN

/DEPENDENT USDX

/METHOD=ENTER OIL
FEDS UNP.



Resources Processor Time 00:00:00.02

Elapsed Time 00:00:00.11

Memory Required 3456 bytes
Additional Memory Required 0 bytes

for Residual Plots

[DataSet0]

Variables Entered/Removed?

Variables Variables
Model Entered Removed Method
1 UNP, FEDS, . Enter
OlIL®

a. Dependent Variable: USDX

b. All requested variables entered.

Model Summary
Adjusted R Std. Error of the
Model R R Square Square Estimate

1 .3252 .105 .066 2.72679

a. Predictors: (Constant), UNP, FEDS, OIL

ANOVA?®
Model Sum of Squares df Mean Square F Sig.
1 Regression 59.606 3 19.869 2.672 .054°
Residual 505.607 68 7.435
Total 565.213 71

a. Dependent Variable: USDX
b. Predictors: (Constant), UNP, FEDS, OIL

Coefficients?



Unstandardized Coefficients

Standardized

Coefficients

Model B Std. Error Beta t Sig.

1 (Constant) 103.319 2.821 36.623 .000
OIL -.127 .045 -.482 -2.821 .006
FEDS .610 .544 .180 1.122 .266
UNP -.278 212 -.204 -1.310 195

a. Dependent Variable: USDX

CORRELATIONS

/VARIABLES=USDX OIL FEDS UNP
/PRINT=TWOTAIL NOSIG
/MISSING=PAIRWISE.

Correlations

Output Created
Comments

Input

Missing Value Handling

Notes

Active Dataset

Filter

Weight

Split File

N of Rows in Working Data
File

Definition of Missing

Cases Used

20-JUN-2021 14:59:23

DataSet0
<none>
<none>
<none>

72

User-defined missing values
are treated as missing.
Statistics for each pair of
variables are based on all the
cases with valid data for that

pair.



Syntax CORRELATIONS
/VARIABLES=USDX OIL
FEDS UNP
/PRINT=TWOTAIL NOSIG
/MISSING=PAIRWISE.
Resources Processor Time 00:00:00.00
Elapsed Time 00:00:00.03
Correlations
USDX OIL FEDS UNP
USDX  Pearson Correlation 1 -.229 -.024 .003
Sig. (2-tailed) .053 840 978
N 72 72 72 72
OIL Pearson Correlation -.229 1 .670™ -.648"
Sig. (2-tailed) .053 .000 .000
N 72 72 72 72
FEDS  Pearson Correlation -.024 .670" 1 -.582"
Sig. (2-tailed) 840 .000 .000
N 72 72 72 72
UNP Pearson Correlation .003 -.648" -.582" 1
Sig. (2-tailed) 978 .000 .000
N 72 72 72 72

**_Correlation is significant at the 0.01 level (2-tailed).

REGRESSION
/MISSING LISTWISE

/STATISTICS COEFF OUTS R ANOVA
POUT (.10)

/CRITERIA=PIN(.05)
/NOORIGIN
/DEPENDENT USDX

/METHOD=ENTER OIL FEDS UNP DWJNS.

Regression



Output Created
Comments

Input

Missing Value Handling

Notes

Active Dataset

Filter

Weight

Split File

N of Rows in Working Data
File

Definition of Missing

Cases Used

20-JUN-2021 15:09:51

DataSet0
<none>
<none>
<none>

72

User-defined missing values
are treated as missing.
Statistics are based on cases
with no missing values for

any variable used.

Syntax REGRESSION
IMISSING LISTWISE
/STATISTICS COEFF
OUTS R ANOVA
/CRITERIA=PIN(.05)
POUT(.10)
/NOORIGIN
/DEPENDENT USDX
/METHOD=ENTER OIL
FEDS UNP DWJNS.
Resources Processor Time 00:00:00.03
Elapsed Time 00:00:00.08
Memory Required 4080 bytes
Additional Memory Required 0 bytes
for Residual Plots
Variables Entered/Removed?
Variables Variables
Model Entered Removed Method
1 DWJNS, UNP, Enter
OIL, FEDS"

a. Dependent Variable: USDX



b. All requested variables entered.

Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 4512 .204 .156 2.59201

a. Predictors: (Constant), DWJNS, UNP, OIL, FEDS

ANOVA?®
Model Sum of Squares df Mean Square F Sig.
1 Regression 115.073 4 28.768 4.282 .004°
Residual 450.140 67 6.719
Total 565.213 71
a. Dependent Variable: USDX
b. Predictors: (Constant), DWJNS, UNP, OIL, FEDS
Coefficients?
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 106.111 2.852 37.202 .000
OIL -.101 .044 -.384 -2.314 .024
FEDS 1.798 .662 529 2.717 .008
UNP .096 .240 .071 400 .690
DWJNS .000 .000 -.452 -2.873 .005

a. Dependent Variable: USDX
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