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In the previous report titled “Thoughts on factors that influenced USD/JPY rate (Part 1)”, I tried to 

examine the impact of factors on the USD/JPY currency market, such as monetary policy and interest rate 

differential between the US and Japan, falling crude oil price and Greek turmoil in order to find out             

the background of the USD/JPY rate hovering within the range of between 115 yen and 120 yen at this 

moment. 

 

To summarise, the expansion of BOJ’s unprecedented easing is likely to be a marginal factor in    

the current market as an incentive of shorting JPY, since more central banks strived to implement 

monetary easing from the beginning of this year globally. USD is appreciated on expectation for earlier 

US interest rate hike by stronger-than-expected economic data and hawkish comments of FRB members. 

Meanwhile, falling crude oil price and Greek turmoil seem less likely to affect the direction of USD/JPY 

rate as commodity currencies and Euro depreciate sharply against USD and JPY.   

 

 Speculators focus more on monetary easing by ECB and RBA rather than the BOJ  

 

This time, I look into the view of the market participants by analysing the trades in the market.   

First, let’s start to study the position of currency futures by speculators. Currency futures are financial 

products traded in Internatioinal Money Market (IMM), a division of Chicago Mercantile Exchange 

(CME) and the position of speculators is defined as the net interest of investors other than hedgers trading 

on their acual business demand. These data are reported to Commodity Futures Trading Committee 

(CFTC) every Tuesday and become public on Friday in the same week. In general, this report is useful to 

analyse the activities of speculators.  

 

According to the position data as of February 3 released on February 6, the JPY short position has 

decreased to 59,571contracts (1 contract = JPY12.5million) (Chart 1). In contrast, the contract number of 

net short position of both Euro and Australian Dollars (AUD) have increased (Chart 2). This indicates that 

the monetary easing of ECB and RBA is likely more appealing to the speculators than that of BOJ.     

It seems to be natural that the trading volume of USD/JPY decreased, while Euro/USD and AUD/USD 

are actively traded.      

  

For Information Only 

 

18 February 2015 

Masahiro Ichikawa 

Senior Manager 



 2 
 

 

  

                

 

 

   

 

                

 

Option market showing a sign of a new direction from existing strong USD/JPY  

 

Next, I would like to study currency option markets. Here, I will examine the USD/JPY Risk Reversal 

(*) positon. This is a useful indicator for analysing market view of currency option market participants. 

Taking a look at Chart 3, the Risk Reversal has been staying in the negative territory most of time since 

the beginning of this year. This means that the premium of USD put option (right to sell USD and buy 

JPY) is more expensive than that of USD call option (right to buy USD and sell JPY). In other words,   

it implies that more currency option market participants trade on their expectation of weaker USD vs. JPY 

Chart 1 : Speculators' Currency Futures Position  (JPY)
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Chart 2 : Speculators' Currency Futures Position  (Euro & Australian Dollars)
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rather than stronger USD vs. JPY. This kind of market situation is called “USD put (JPY call) over”. 

However, currently, negative gap narrowed sharply and has once recovered just above parity level.        

Such market situation is called “USD call (JPY put) over”, which is opposite one I have explained just 

above. This chart indicates that more currency option market participants are likely to bet on stronger 

USD vs. JPY.  

 

 

 

          

       (*) Risk Reversal is one of the option strategies which makes positions combining out-of-the-money (OTM) 

call and put options with same maturity date, outstanding notional amount and delta and trade         

in the opposite directions. The trading cost for the position is for free, as the option premiums of both put 

and call are theoretically same, but in the real marketplace, the premiums depend on supply/demand and 

are often priced differently. Those price differences reflect market participants’ views. 

 

Not to mention, the speculators’currency futures position and Risk Reversal analysis do not precisely 

reflect overall activities of market participants, however, I think they could be still used as an important 

tool to review the currency market activities as a reference, since many of market participants use them. 

Risk Reversal which discloses information daily provides more updated USD/JPY market information 

than currency futures position that does on weekly basis. In fact, when USD/JPY rate recovered to   

120 yen level on February 11, 2015, Risk Reversal showed USD call (JPY put) over and when USD/JPY 

rate dipped to 118 yen on the following day, the indicator returned to USD put (JPY call) over again.  

  

Chart 3 : USD/JPY Risk Reversal
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I think that the USD/JPY which has been range-traded for a while, seems to show some upward 

movement off the range. Although such changes can be seen in the currency option market, 

USD/JPYstill seems to be weighed. I will foresee USD/JPY currency market outlook in my next report 

titled “Thoughts on surrounding factors that influence USD/JPY rate (Part 3)” by using popular 

technical analysis.  
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Please read this disclaimer carefully.
This material is for non-Japanese institutional investors only.

The research and analysis included in this report, and those opinions or judgments as outcomes thereof, are

intended to introduce or demonstrate capabilities and expertise of Sumitomo Mitsui Asset Management

Company, Ltd. (hereinafter “SMAM ”), or to provide information on investment strategies and opportunities.

Therefore this material is not intended to offer or solicit investments, provide investment advice or service, or to

be considered as disclosure documents under the Financial Instruments and Exchange Law of Japan.

The expected returns or risks in this report are calculated based upon historical data and/or estimated upon

the economic outlook at present, and should be construed no warrant of future returns and risks.

Past performance is not necessarily indicative of future results.

ŸThe simulated data or returns in this report besides the fund historical returns do not include/reflect any

investment management fees, transaction costs, or re-balancing costs, etc.

The investment products or strategies do not guarantee future results nor guarantee the principal of

investments. The investments may suffer losses and the results of investments, including such losses, belong to

the client.

The recipient of this report must make its own independent decisions regarding investments.

The opinions, outlooks and estimates in this report do not guarantee future trends or results. They constitute

SMAM’s judgment as of the date of this material and are subject to change without notice.

The awards included in this report are based on past achievements and do not guarantee future results.

The intellectual property and all rights of the benchmarks/indices belong to the publisher and the authorized

entities/individuals.

This material has been prepared by obtaining data from sources which are believed to be reliable but SMAM

can not and does not guarantee its completeness or accuracy.

All rights, titles and interests in this material and any content contained herein are the exclusive properties of

SMAM, except as otherwise stated. It is strictly prohibited from using this material for investments,

reproducing/copying this material without SMAM’s authorization, or from disclosing this material to a third party.
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