
FXTM: 
Tell me about your experience with 
the financial markets?

JP:
I’ve been involved with capital 
markets for the past 16 years, 
conducting research and 
advisory work across asset 
classes – particularly FX – and 
spotting various types of market 
trends: regulatory, business, and 
technolog y. Besides my work for 
Boston-based Aite Group during 
the past 5 years, I’ve also worked 
for two Wall Street banks and 
one retail FX broker. In 2012, I 
wrote a book called “The Forex 
Trading Manual” to educate new 
and younger audiences about how 
to appreciate and trade the foreign 
exchange market. I continue to 
trade FX at nights, during the 
Asian session.   

FXTM: 
Are you still trading actively and 
how much of your time do you 
spend trading?

JP:
I’m trading less than a year or 
five years ago due to my various 
responsibilities and goals, but I still 
engage in the business as a swing 
trader using the major pairs. My 
favorite session continues to be 
Asian session. 

FXTM: 
How long did it take you to become 
a systematically profitable trader?

JP: 
It took me three years to reach a 
point of consistent profitability, 
but I’d like to caution against 
thinking of consistent profitability 
as being permanently profitable. 

A trader’s profitability is in part 
dependent on whether his/her 
toolkit of strategies are producing 
good results at any particular time. 
As we all know, a good strategy today 
may lose money tomorrow, but start 
making money again in the future 
when conditions are right. The onus 
for consistently profitable traders is 
to continuously search out/develop 
profitable strategies, and research 
when they should be used or when 
these should remain dormant. Of 
course, another critical aspect of 
success (but easier to maintain once 
you’ve developed the profitable 
mindset) is to be systematic, risk-
aware, rules-based, and somewhat 
detached from extreme emotions 
when trading.    

FXTM:
What type of analysis do you use 
TA, FA or both?

Javier Paz is a recognized 
institutional and retail FX 
market expert, with a 16-year 
background in capital markets 
research and project management 
within brokerage and investment 
banking environments. A regular 
source for top-tier financial media 
publications, Javier recently wrote 
two reports for Aite Group “The 
Future of Active Trading” and 

“Global FX Market Overview”.

In this interview Javier talks about 
forex brokerage evolution, the 
current market fragmentation and 
future regulation. He also shares 
his view about global monetary 
policies and gives  FX traders 
valuable tips on how to improve 
their trading 
performance.
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JP: Both. 

FXTM: 
What tools/methods do you use?

 JP: 
I rely on trend 
and momentum 
indicators (RSI, 
s t o c h a s t i c s , 
moving averages) 
to gauge 
s e n t i m e n t /
trend reversals/
breakouts, and I 
use a pivot based 
trading strategy 
for EURUSD 
for some trading 
o p p o r t un i t i e s , 
which I would 
define as a 
c o n t r a r i a n 
strategy on 
relatively normal 
markets. Right 
now we are not 
experiencing what 
I’d call “normal 
markets” because 
of Brexit, so I 
either use another 
strategy or remain completely flat.  

FXTM: 
How has the market evolved since 
you first started working in forex? 
Is it easier or more difficult to be a 
private forex trader today?

JP:
The FX market has become more 

electronic, more sophisticated, 
and faster moving , with news 
events being more rapidly 
incorporated into currency prices. 
Traders now deal with fewer 
brokers in general, and these tend 

to be better established, fairer to 
clients, and much more regulated 
than in the early 2000s. There are 
more tools available to traders and 
better trading terms are offered, so 
in that sense today’s traders have it 
easier. Even so, there are perennial 
lessons that traders of any age 
must continue to know: discipline, 
patience, the value of money, thread 

carefully in a market that works 
24/5.5 and is very efficient and 
not very merciful if you assume too 
much.   

FXTM: 
How do you 
see the future 
of institutional 
FX and the 
b r o k e r a g e 
c o m p a n i e s 
evolve, keeping 
in mind the 
t i g h t e n i n g 
r e g u l a t o r y 
regimes?

JP:
The term 
institutional FX 
has different 
connotations to 
different groups. 
In my work at 
Aite Group, I 
cover both. On 
one hand, there 
is FX business 
done among 
i n s t i t u t i o n s 
( b a n k s , 

brokers, institutional investors, 
corporations), and on the other hand 
there are retail aggregators like Saxo 
Bank, Gain Capital, IG Markets, 
and some of these have what they 
call institutional business – that is, 
their interaction with introducing 
brokers, money managers, and 
small hedge funds. The primary 
business of retail aggregators is the 

I expect regulatory costs to make the 
world too large for any one firm to be truly 

global unless they are publicly funded
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retail public, however. So, to answer 
your question, I will concentrate 
somewhat on the future of retail 
aggregators. I expect regulatory 
costs to make the world too large 
for any one firm to be truly global 
unless they are publicly funded, 
and even then it’s no warranty that 
they will be able to. Brokers are also 
experiencing higher operational 
costs as they expand into more 
CFD products. As these operational 
costs are rising, 
spreads are 
gradually falling 
and broker 
revenues are 
d e c r e a s i n g . 
This means 
only one thing : 
consolidation in 
the brokerage 
space as top player selectively 
buy weaker firms and gain scale 
to compete at the national or 
international level.  

FXTM: 
Do you think that in the future 
we can see centralization of the 
forex market and currency pairs 
becoming more like exchange 
traded instrument?

JP: 
As far as my eye can see, there will 
be no centralization of the forex 
market. Currency pairs already trade 
at exchanges, but neither retail nor 
institutional investors are rushing 
to trade there. For retail traders 
trading FX futures, exchanges tend 

to be impersonal and too complex. 
To institutional traders, exchanges 
are also impersonal and not flexible 
enough to deal with issues such 
as trade workflow and trade size. 
Exchanges are adapting to soft 
FX futures demand by acquiring 
over-the-counter firms that do 
substantial business in other types 
of FX products (BATS purchase 
of Hotspot FX, Deutsche Boerse 
purchase of 360T). But the reason 

why I’m skeptical of centralization 
is that there are entrenched regional 
interests, diverse regulatory 
regimes, and time zone differences 
that do not favor centralization. 
Fragmentation is here to stay. 

FXTM: 
What do you think of the global 
monetary policy of low interest 
rates?
  
JP:
It’s a mess getting messier, and 
there are substantial odds that 
quantitative easing measures may 
backfire, and be the cause for bigger 
problems than those they seek 
to solve. Regulators aim for fair 
markets but at the same time do a 

horrible job intervening in interest 
rate markets, crowding out the 
private sector, and are instituting 
sufficient pain for banks that these 
are ultimately not lending too 
much; all of this is problematic over 
the medium term. 

FXTM: 
Do you think FED will maintain 
their stance of two additional 
interest rate hikes this year?

JP: 
I see little chance 
of two hikes 
taking place 
this year. Half 
of the year is 
out and they’re 
e x p r e s s i n g 
concern over the 

fate of the US labor market and over 
Brexit. They can’t swing back very 
quickly to a hawkish attitude, so 
that means that at best they only do 
one this year. 

FXTM: 
How do you see the USD move in 
the medium-long term?

JP: 
The USD does not tend to move in 
tandem across all major pairs. Even 
if USD strengthens against EUR, 
GBP, and AUD, it may weaken 
against the yen. Even so, I see the 
dollar’s theoretical performance 
loosely tied to U.S. economic 
performance, which is substantially 
better than that of G7 peers and 

Traders now deal with fewer brokers 
who are better established, fairer to 
clients, and much more regulated than in  

the early 2000s
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China. Asia is keen to ease its woes by 
weakening their currencies against 
the dollar, but the U.S. is closely 
watching for manipulative behavior 
and a notorious U.S. presidential 
candidate is 
making trade 
deficits with 
certain nations, 
a focus of his 
campaign. 

FXTM: 
How do you 
think the new 
r e g u l a t i o n s 
sweeping across 
the industry 
will impact Fx 
markets in the 
future? 

JP: 
MiFID II will 
usher important 
c h a n g e s 
to Europe, 
particularly in 
how service 
p r o v i d e r s 
address the topic of demonstrating 
best execution. Right now, I 
don’t see brokers doing much to 
demonstrate that they are offering 
best execution. US or Japanese 
regulations of the retail sector are 
not changing much, but it’s fairly 
clear that retail FX is decreasing 
in impetus in the United States 
because of draconian regulations 
that ultimately limit broker choice 
while Japan’s market is thriving and 
growing well thanks to its healthy 

number of brokers and high yen 
volatility. Japan’s retail FX volume 
now generates approximately 
50% of the global retail FX/CFD 
volume. The coordinated Codes of 

Conduct being promulgated in two 
parts in institutional (non-retail) 
circles, will help to restore market 
confidence. Even so, a variety of 
banking regulations have created 
disincentives for banks to make 
markets in FX and now we are seeing 
non-bank FX liquidity become 
more important. The problem for 
FX participants, retail FX traders 
included, is that this pulling out 
of bank FX liquidity is larger and 
faster than the onboarding of non-

bank FX liquidity. This reality 
translates to greater chance for 
sharp FX volatility during times of 
market stress. 

FXTM: 
Do you think 
we will soon see 
the end of the 
high leverage 
era and the rest 
of the World 
will follow 
Japan and USA 
in tightening 
regulations?

JP: 
The market as a 
whole is moving 
on the direction 
of being 
regulated, but 
jurisdictions are 
doing so at their 
own pace and 
adopting their 
own regulatory 
model. The 
r e g u l a t o r y 

models of the U.K., Japan, and 
Australia are credible and yet 
not too harsh. That of Cyprus 
and offshore centers are not yet 
credible, but MiFID II will likely 
change some of that for Cyprus. 
And then there are places that 
misguidedly want to “protect 
investors” by removing the choice 
of trading FX or CFDs altogether 
by banning certain trading products 
or by running up the costs of regulated 
firms beyond what is reasonable. 

MiFID II will usher important  
changes to Europe
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The United States, South Korea, 
Turkey, and Israel are clearly on this 
last category.    

FXTM: 
Do you think we can also see the 
end of the hedging positions, will 
the rest of the world follow USA in 
tightening this regulations? 

JP:
It is hard to say, but my impression 
is that hedging is not the most 
pressing issue regulators care these 
days about when evaluating new 
retail regulations. I further think 
European regulators have a hard 
time agreeing on what will become 
law across the EU and once they 
reach that consensus, such as 
MiFID II, they stick to it and try to 
be similar to other EU nations. 

FXTM: 
Do you see a future for small 
brokerage companies that are not 
regulated or regulated in offshore 
destinations? 

JP: 
I see their future being dimmer 
and dimmer over time, but they 
will continue to be around for 
the simple reason that strict and 
consistent enforcement is the 
only deterrent to keep them from 
soliciting clients in a forbidden 
jurisdictions. Clearly, not many 
global regulators follow the U.S. 
or Japanese example on this regard 
identifying violations and levying 
fines against small, offshore firms. 

Many regulators limit their actions 
to issuing an advisory note against 
particular firms, but I don’t think 
that’s enough of a deterrent. 

FXTM: 
What is the best advice you would 
give a retail trader that is trying to 
make a living trading the markets?

JP: 
The best advice I could give a 
trader includes the following : 1) 
learn multiple trading strategies 
and know when to use them, 2) 

become a rules-based trader who 
patiently achieves profit on a demo 
account before placing a real life 
bet, and 3) always exercise prudent 
risk management (try to limit losses 
to approx. 1% to 2% of account, 
always use a stop loss)

Javier Paz is the author of ‘The 
Forex Trading Manual’, outlining 
the rise of currency trading globally 
and offering a prudent, rules-based 
approach for retail investors to 
participate in Forex trading.

I see little chance of two FED hikes taking 
place this year
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