
  

       

      
     

       
        

      
        

       
      

      
   

      

      
      

        
       

          
      

      
       

    

     
      

      
      

     
        

      
        

      
       

      
     

     
 

      
       

     
      

    
     
       

  
       

       
         

         
      

     
      

      
       

       
        

       
      
        

       
     

  
   

   

   
   

  
     

         
       

    
      

      
     

        
       

       
       

   
         

       
      
      

       
      

      
   

     
        

         
       

      
     

      
       

 
      

     
       

      
      

     
      

      
    
    

        
       

    
       

    
      

         
     
    

        
  

       
       
       

    
      
       
        
    

  
  

 
 
  

 

��              
             

             
    

��            
          

          
             

      
��               
              

             
           

        

    

  

   
   

    
  

  
   
   

 
   

   
   

 

www.investmentweek.co.uk � Investment Week |�27�April�2009�|�43�

TECHNICAL 

The bene�ts of trading FX �
through managed accounts� 

to help ensure they have sufficient information 
needed to make an educated and sound invest�
ment decision. 

There are two principle ways for indi�
vidual investors to trade in FX – self-directed 
trading and managed accounts. For those 
investors who believe trading in FX is the 
right way to diversify their portfolios but 
feel self-directed trading is not the correct 
approach for them, the alternative is to find a 
professional manager who will make trading 
decisions on their behalf. 

A managed account is an investment 
account owned by an individual investor and 
looked after by a professional money man�
ager. The leading managed-account platforms 
have become increasingly sophisticated, and 
not only allow managers to trade on behalf of 
clients, but provide the systems to handle all 
administrative details around account opening 
and fund transfer – providing all the back 
office and administrative requirements needed 
as part of any manager/client relationship. 

How does it work and what are the benefits? 
There are numerous benefits to investors 
trading through a managed account: 

�L control over the funds going into and out 
of the account; 

�L liquidity to funds with no lock-up periods 
(the investor can withdraw funds at any time); 

�L visibility over every trade done in the 
account on the investor’s behalf; 

�L choice of the professional manager who 
will make trades on the investor’s behalf; and 

�L transparency of any fees paid to the man�
ager for his professional services. 

Once an investor has decided the managed-
account option meets the requirements and 
objectives of his or her investment, the most 
important decision he or she will make is how 
to choose the right professional FX manager. 

So how does an investor find the right pro�
fessional FX manager? The best way is to 
obtain referrals from other investors or finan�
cial advisers, or search the industry websites, 
chart rooms, forums, etc. 

Once a manager has been identified, robust 
due diligence is important and there are a 
number of questions that should be asked 
before employing the manager to run an 
account. Is he regulated and if so by which 
regulator? (this can be validated at the regula�
tors website: NFA in the US or FSA in the UK, 
although FX managers may not need regula�
tory oversight in many jurisdictions). What is 
the track record? Do you understand the fee 
structure and is it transparent? 

An honest heart-to-heart discussion with the 

Investing in foreign 
exchange (FX) used to 
be the exclusive pre�
serve of an elite group 
of hedge funds, invest�
ment banks and multi�
national corporations. 

These institutions guarded their turf fiercely 
and no wonder. Over the past 25 years or so, 
FX investments have been one of the best-
performing asset classes, outperforming both 
equities and bonds over the same period. 

But for the individual investor, the FX 
market has been effectively off-limits: min�
imum trades were as much as $1m, and there 
were a myriad of complex legal documents to 
review and sign, as well as extensive credit 
checks that were required before a bank would 
consider trading with you. 

Over the past 10 years or so this has all 
changed. Thanks to the advent and growth of 
the internet with online trading systems, which 
give the individual investors direct access to 
the currency markets, it is now possible for 
the retail investment community to easily and 
quickly trade on the international FX markets 
from any internet-capable computer. 

Crucially, the retail community can also 
now obtain the data they need to trade FX 
at negligible cost and are able to trade at the 
same speed as banks and hedge funds. They 
are able to get streaming real-time executable 
prices and access to up-to-the-minute research 

By Betsy Waters, 
global head of 
dbFX.com (the 
retail currency 

trading platform of 
Deutsche Bank) 

KEYPOINTS 
�L Thanks to the advent and growth of the internet, with online trading systems, which 
give the individual investors direct access to the currency markets, it is now possible 
for the retail investment community to easily and quickly trade on the international FX 
markets from any internet-capable computer. 
�L A managed account is an investment account owned by an individual investor 
and looked after by a professional money manager.The leading managed-account 
platforms have become increasingly sophisticated, and not only allow managers to 
trade on behalf of clients, but provide the systems to handle all administrative details 
around account opening and fund transfer. 
�L The investor should review his or her personal risk and return goals in relation to 
the manager’s strategy and style. For example, if the investor is investing in FX purely 
to hedge against other investments with a currency risk and simply want to counter 
movements in ‘the cable’ ($/£ exchange rate) then a manager chasing double-digit 
returns in volatile emerging-market currencies will not be suitable. 
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Foreign exchange is 
no longer the preserve 
of hedge funds and 
multinationals. The 
advent of the internet 
has opened up the 
FX market to the 
individual investor 

professional manager is an important next step 
to ensure the investor’s investment goals are 
aligned with the trading strategy the manager 
will implement. The investor should review 
his or her personal risk and return goals in 
relation to the manager’s strategy and style. 
For example, if the investor is investing in FX 
purely to hedge against other investments with 
a currency risk and simply want to counter 
movements in ‘the cable’ ($/£ exchange rate) 
then a manager chasing double-digit returns 
in volatile emerging-market currencies will not 
be suitable. 

While FX markets benefit from 24/7 trading 
and are highly liquid, an investor should also 
determine the timescale of the investment 
with the manager before committing to their 
approach. Ensuring the manager’s trading 
style matches the investor’s personal invest�
ment philosophy will be crucial to the success 
of the account. 

Let us now assume the investor has chosen 
a manager, determined the risk and return pro�
file and agreed on a trading strategy. Far from 
being the end of the road, this should be the 
beginning of an engaged relationship with the 
professional manager trading FX through the 
account. The investor should ask the manager 
for regular updates on performance and view 
all trades. A hands-on approach works best. 

An FX managed account offers the best of 
both worlds – the investor has diversified his or 
her portfolio, benefiting from an asset class that 
has outperformed equities and bonds over the 
past 25 years; and the expertise of a professional 
manager gives the investor peace of mind, while 
still having control over the account. 
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