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Foreign
exchange

As the LS. daollar loses its luster, ‘bucket’
accounts make it.easier for savers
to diversify into other currencies
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By Tim Grait
Pittsburgh Post Gazetia
he 118, dollar has for several years been
losing value agmins:e many of the world’s
mialor currencies, and in recent months
has hit historic lows against the euro,
Swiss franc and Lne Japaness yen,

At winds of charge contine o shift global
ecororbes, a grow ing numbes ol Financial advis-
wrs sy 1T e e e eees serses 1o esons biee U he poten-
tinl rewards in diversitying al least a portion of
o' savings In forelgn curreneies,

I you are able to diversify lnto other cur-
renches, not only are you protectsd agminst ©he
fulling purchasing power of the dollar, buat vou
gel to take advaniage of the rising value of other
currencies,” said Addison Wiggins, author of
*The Dermise of the Dollar ... And Why 1t's Greal
forr Your | nvestments,"

Whike the ldea of investing hard-earned cash
g0 Far away from home might iofhnidate people
who have never even sel fool on forelgn soll, ii's
Pl PRSIy fs el L TR s B T e,

For as 1ittle as 2100, 2ome banks allow savers (o
open an acconnt that allows them to convert thel e
dollars to foreign currencies in ocder 1w banefil
trom the appreciation of those currencies against
the dollar and earn interest rabes from around

the world,
Lloyds TSB Offshore offers a currency

“pucket” bank account with a minimum start-
ing balance of $100 that permiis a Fluid transter
of money among the dollar, the euro amd the
British pound stecling with no conversion lees,
The account can be sef up by mall and acoessed
24 hours a day sither by telephone o online al
woww, oydstsb-usa, com,

What we are seeing now Is euro power," sald
Chris Gardiner, an associate director at Lloyds

TSE Offshore in Stanford, Conn, “The strength of
the elro is proving attractive to U5, consumers,
investors, The main overviding principle of this
account 1= bordecless banking.”

TvarBank in St Louis also offers a foreign cur.
roney bank account that gives investors a chojos
of 20 different currencies that can be opened with
a minimum starting balance of $2,5M), Everbank
is one of the only banks in the nation that offers
FOIC-insured deposit aceounts and CDs in for
BN CUTTRICY.

It's worth noting, however, that FDIC nser-
Ance covers loss because of bank Fallure, but not
currency fluctuations. And if the dollar gains
value against the foreign currency, an investor
could lose principal in the bank accounr,

The EverBank and Lloyds Offshore TSE
CUrrency accounts are a way for peopie to save
maney or make and recelve offshore pay ments
in foreign currency, Thelr accounts should not
b confused with those offered by companies that
fmcilitate dally currency trading |n Lhe lseimn
exchange markets, which can b highly specula-
tive and risky,

Sl wy whe ook At ir i an bveskere will wianl
tor diversify his 108, denominated investment
portfiolio and they do that by taking 8 lengterm
position in g currency, not trading in and st of
it all day long,” said Chuek Buabere pessiiont sl
world markets at EverBank, “What we de u:’pImn
Lo people 15 vou wouldn't own just one stecls. why
wolld you own jusl one currency™”

With the U8, economy teeturlrw. 1 Pecsssion
and the federal government treading more than
%0 trillion worth of debt, the greenback is in dan-
e of loesinnge ils Tuster,

China has suggested its government might
consider diversityving s reserve funds away

‘Bucket” accounts allow savers
to diversify into other currencies
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from the dollar. Warren Buffet
has staried concentrating om
stocks in other currencies and
even supsrmodel Gisele Bund-
chen wanis to be paid in euros.

“The diversification has
already  started with petro
dollars gravitating wo euro as
opposed 1w US. dollars”™ said
Herb London, president of the
Hudson Institute, a think wnk
in Washington, D.C.

“Much of the currency genaet-
ated by Arab nations through oil
s heading o euro nations o 1o
the ven becanse of the relative
strength of those currencies o
the U.5. dollar,” be said.

Dy, London aaid it was under-
standable that people would
seek safe cover in other curren-
cies while the dollar is weak, bast
that it could be a mistake to bet
against the dollar,

“1 believe the dollar is the
safest currency one could imag-
ine,” he said. “I'm guessing the
Fistl will start Increasing inler
esi rates and start reducing the
number of dollars in the money
supply. It will have i positive
eftect m lhe economy.”

For the dollar is ar iis
borwvesst p-ﬂiut ever, and many
economists predict it will sink
CVEN ower.

The 18, Dollar Index mea-
sures Lthe value of the dollar
relative to a basket of foreign
currenches such as the earo, the
Japanesa yven, the British pound,
the Canadian dollar and the
Swiss franc. When the U.S. Dol-
lar Index was created in 1973, s
value was 100 and has traded as
high as the mid-160s. But it has
fallen consistently since 2002,
and in March hit a historic low
of 70,5548,

“We've got 1o face the fact that
we're in a changing world, and
the LS. is no kmuﬁ"tht' leading
eoonomic power,” said Bruce
Fenton, president of Atlantic
Financial in Boston, a firm that
specializes in global investing,
“China, India, the Middle East,
Ruissia all have different advan-
tages,

“Twenly vears ago, the US.
dominaled evervthing eco-
nomically, We were the only
curréncy that mattered,” he
said. “'We have (o realize there's
a difference between fvorite
and best. The 1S, may be our
favorile economy. But In terms
uf measurable statistics, we're
not the best. ™

P.J. DiNuzzo, president of

“What we do explain
to people is you
wouldn't own just
one stock, why would
you own just one

currency?”
— Chuck Buthor
president of word Mmarde1s
EverBank

DiNuzzo Investment Advisors
Ine., in Beaver, said currencies
have been & hot toplc lately with
his clients. They want to know
how the Balling dollar ix affect-
ing their poritfidios — bl few of
{them want o dabble in foreign
enrrency Invest ing.

area of the market m
containing marcket timing risk,”
Mr. DiMNuezzo sadd.

But that doesn't mean cur-
rency diversification i=n't a good
Ided for some investors.

“Peopie should not do this
cuTency hedging unless they
have all the other
tary assel classes, like :mdm.
bonds, real estate and conunodi-
ties,” he said. "You would not
invest in cwrrencies unless you
have all these basics.”

Although the weak dollar has
contributed o the long stagna-
tion in the swck marked, Walter
Gerasimowicg, chairman and
CEQ of Meditron Asset Mansge-
ment in New York, said inves-
tors mighl get a grearer return
by buying foreign stocks on the
115, stock exchanges.

He suggestod ‘qasthr { Ticker:
NSRGY). a Switzerland ocom
pany whose profiis are denomi-
natad in Swiss francs, amd Dia-
geo (DEO), a British company
that is the largest seller ol spirits
in the workd.

“If the dollar has weakened
against that currency while you
hodd the stock. vour total return
on the security consists of the
principal gain on the siock
price, dividends and the foreign
exchange profit,” Dr. Gerasimo-
wice sald. “You get back more
dollars than vou would other-
wise,”

Another strategy for inves-
tors would be 1o buy exchange
traded funds that bet on a
stronger euro vs. a weaker dol-

lar. There also arve mutual funds
that allow investors to buy a
hasket of European securities
or Asian specific securities and
benelil from foreign exchange
appreciation vs, the deprecia-
Liog of the 1S, dollar

“It's a two-edged sword
though,” Dr. Gerasirnowics said.
“Because [ the dollar reverses
course and strengthens during
the holding period of the secu-
rity, you'll receive fewer dollars
u maturity and conversion

the asset to U.S. dollars.”

Mr. Wiggins, the besst-selling
author, said he predicted the
dollar would continue o decline

until fundamental conceans are |

addressad, such as the skyrock-
eting federal debt, the histor-
cally high trade deficit and the
anemic household savings rate.

He suggests other ways lo
profit from the declining pur- |
chasing power of the greenback
include the purchase of gold,
silver and commodities in addi-
tion to currencies offersd by
governments thal are running
surpluses rather chan deficits,
stch as the Swiss franc,

“Just because the dollar iz
weakening and the cost of hv-
Ing is going up, it doesn’t mean
vou have to sulfer with evervone
else,” Mr, Wiggins said. “There
are things vou can do to protect
voursell and even make money
il vou understand why the dol-
lar is weaker™

Fred Rock. a financial
adviser with Foeus LLC, Down-
wwn, said he didnt belleve
that the aversge consumer was
thinking about currency diver-
sification because it is a more
sophisticated investing strategy
as opposed to more traditional
assels such as mutual funds and
individual stocks.

“A lot of people with excess
cash might think in terms of
buying a CD» as a shori-ierm
opportunity,”  he said.  “You
probably wouldn't chink of buy-
ing a e, Nor that its a had
investment, but the average
person wouldn't think of doing
that.

“Half the economists say you
should |kt against] the dollar
and hall say wvou shouldn't
Our economy might be a litle
waa ker now, but this ome is still
the greatest in the world. Every |
;ﬂnpam_ Y wanls a presence
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