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Dollar Falls as Traders 
Weigh China and Fed 
By WANFENG ZHOU 
November 10, 2006 2:27 p.m. 

The U.S. dollar was lower Friday, as the currency market 
continued to react to comments out of China that the country is 
planning to diversify its foreign-exchange reserves. 

In New York, the dollar was at 117.51 yen, compared with 
117.94 yen at close yesterday. The euro changed hands at $1.2853, compared with $1.2823. 
The pound traded at $1.9125, compared with $1.9050. The greenback also fell to $1.2396 
Swiss francs from $1.2432. 

The U.S. currency tumbled Thursday, surrendering early gains. The downturn coincided with 
Zhou Xiaochuan, governor of the People's Bank of China, saying at a conference in Frankfurt, 
Germany, that China has very clear plans to diversify its reserves1 and is considering lots of 
instruments. 

The foreign-exchange markets "prolong the assault on the U.S. dollar as global central bank 
rhetoric raises the volume on the need to diversify from U.S. dollar assets and to further 
tighten monetary policy at a time when the Fed shifts to a less hawkish stance," said Ashraf 
Laidi, chief foreign-exchange analyst at CMC Markets in New York. 

Financial markets have begun to assess a potential timetable for when the Federal Reserve 
might be prepared to loosen U.S. monetary policy. 

Marc Chandler, global head of currency strategy at Brown Brothers Harriman, noted that Mr. 
Zhou later expanded on his remarks, saying that there has been no change in Beijing's 
diversification plans and that the central bank was not selling U.S. dollars. "On balance, we 
think the dollar selloff has largely run its course and look for some short-covering ahead of the 
weekend," he said. 

Also Friday, the yen received a boost after Bank of Japan Governor Toshihiko Fukui 
highlighted the risk of a sharp unwinding of carry trades. 

Yen carry trade has gone on for many years in the foreign-exchange market. Speculators have 
been making profits by borrowing yen at almost no cost and reinvesting in higher-yielding 
currencies and assets, such as the New Zealand dollar and the Australian dollar. 

Money growth measures no longer play a key role in Federal Open Market Committee 
monetary-policy decisions, although the central bank still watches the data for clues about the 
economy, Fed Chief Ben Bernanke said Friday.
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"Although heavy reliance on monetary aggregates as a guide to policy would seem to be 
unwise in the U.S. context, money growth may still contain important inflation about future 
economic developments," Mr. Bernanke said in prepared remarks to the European Central 
Bank conference. 
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