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Foreword


At approximately 14:46 on the 11th March 2011 the
ground under the sea 130 kilometres off the cost of Japan moved.
The resulting 9.0 mega thrust earthquake then sent waves to the
height of 10 meters crashing in to Sendai the closest city to the
epicentre and the rest of the Japanese mainland within
minutes.*

These waves were travelling at an estimated 4 kilometres per
second and therefore took a mere 90 seconds to travel the 383
kilometres required to Tokyo. Thankfully the early warning systems
were triggered, alerting the authorities who were able to save many
lives in the process.*

The statistics, pictures and captions of this day have reached
all of us, via every media imaginable. Images of buildings being
destroyed, cars being washed away and people left stranded are now
so common that most of us don’t bother to look at the details
anymore. These images of debris were all too soon replaced by the
images of people crying and hugging while looking over lists pasted
on notice boards containing thousand of names, hoping to find
missing relatives and loved ones.

Good will sentiments and prayers were sent from every
conceivable source as well as the promise to send aid and resources
to help the country and its people in turmoil.

And yet through all of this despair, sorrow and crisis the force
of money that powers the world was left to its own vices. [1]

 

 

 






[1]http://en.wikipedia.org/wiki/2011_T%C5%8Dhoku_earthquake_and_tsunami

 














Dedication


Dedicated to those people who are always in search of
alternative views to the norm, and will never stop asking
questions.

The author would like readers to be left with an understanding
that most of us are very disconnected money and therefore very
distant from the impact it has on everyday life, especially in
times of crisis.

The people, places and trades referred to in this book are
fictional and bear no relation to any real scenarios that may
exist.

This book and it stories are not meant to judge or create
misconceptions in any way, it merely shows some scenarios which may
happen in turbulent markets.










Chapter 1
Everything is shaking


Coffee cups shake, fall over and spill their contents over the
desks they were balanced on before falling to the floor. Computers
vibrate to the end of their desks and then land on the floor with a
thump that nearly seems in tune with the shattering of glass
windows and colleagues screams. Luckily due to the routine training
the people remain relatively calm or at very least as calm as they
can manage while hiding under desks and waiting for the quake to
subside.

The alarm from the early warning system still ringing inside
each person’s head. Slowly the quake subsides and people start to
stand and look at each other in question, earthquakes are after all
a relatively regular occurrence in Japan. Through the looks and the
beginnings of hushed discussions there is another alarm this one is
different, it is the alarm triggered by the Tsunami early warning
system. Ninety seconds later the coastal town of Sendai is under
water, the airport is flooded and this is only the damage caused
when the first of many waves hits dry land.

The people in Sendai, the closest town to the quake were given a
mere ninety second warning before being faced with a wall of ten
meter high water crushing and drowning everything in its path. The
wall of water hits the land and rapidly accumulates boats, cars,
people and debris from the buildings it is tearing down in its
path. Soon some of this debris is one fire due to spilled fuel and
the myriad of electricity wires that have been torn down leaving
live wire to ignite. All this gets lifted and carried along like
twigs in a pond and seemingly without end the water continues to
come from the sea. A tsunami wave is not like a normal wave where
there is a small crest and then a trough behind it a tsunami wave
is a veritable wall of water with no trough behind it; it can be
compared to a sudden high tide reaching the sea shore.

Watching on the television screen one can see live video feeds
on every news channel safely taken from helicopters where the water
below is dirty, angry and on fire from the multiple burning objects
it drags with it. Commentary feeds accompany the videos which
describe in detail how cars have been swept away, buildings
flattened and fields with crops in them destroyed. If you look at
the videos closely you can even see some people running, trying in
vain to hide or shield themselves from the ravages of the
tsunami.  Several people can be seen in cars, on boats and one
can assume on various forms of public transport at the time of
impact of the first waves.

 

 

 










Chapter 2
Computer screens and telephone calls


Nine thousand five hundred and sixty six kilometres away in a
quiet wood panelled office overlooking Knightsbridge gardens sits
Andrew, his tailored suit complimented by platinum cuff links, and
the Breitling watch received as a gift from the company when he was
promoted. Softly cradled by his vintage leather chair he picks up
the telephone and after hitting the speed dial extension declares
to the head of his currency trading team that they should convert
positions they have in currencies to Japanese Yen, this would later
prove to be a very lucrative deal indeed.  Once the call is
completed he turns his head to face the live news feeds on the flat
screen television across from his desk on briefly allowing himself
to be distracted by the occasional sip of his fleshly brewed
cappuccino.

With the day’s trading completed Andrew quietly turns his chair
to face the park view out of his window on this bleak London day,
he wanders where to have dinner this evening, for if his
predications are right which they normally are there is no reason
not to celebrate today, which for the company and its shareholders
will surely be a day filled with profits from the currency trading
activities as the Japanese Yen is sure to strengthen as foreign
investments are sold to bring the Yen back home amidst such a
disaster of cataclysmic proportions. Once again on the phone he
asks his assistant to reserve a table at the 5 star restaurant
around the corner for him and his wife as well as another
couple.

Later that night over dinner sentiments are exchanged regarding
Japan and the mass destruction that took place in the last few
hours. While ordering from the refined menu and sipping imported
champagne the social conscience of the couples is awakened and they
decide to pledge some funds to support the rescue efforts in
Japan.

Ten thousand eight hundred and fifty kilometres away the
computer screens are in a frenzy of blinking icons, email messages,
phone calls and shouted instructions. Overlooking the trading desks
below his glass office Paul keeps a watchful eye on the action
today will be a long hard day he thinks made easier by the promise
of the huge profits to be made in the world of share trading. The
rise and fall of profits in share trading can be directly related
to good or bad news, but for the biggest gains and losses to occur
in the smallest possible time period it is normally a bad disaster
that move the markets the quickest. Today will be one of those days
with the earthquake and tsunami hitting Japan’s already volatile
economy the news will surely have a huge impact on the market and
NOW is the best time to trade. Instructions get sent to the traders
to go short on major Japanese industrial companies, in anticipation
of falling shares prices. Coupled with this the commodities trading
division gets instructions to buy any and all futures on crops that
are available because as the waves moves forward at 800 kilometres
an hour acres and acres of farmland are being destroyed along with
them the crops that were recently planted. Buying the futures now
means acquiring these at a very low price knowing that Japan will
have a bad crop this coming season and imports will probably be
higher than normal, this will attract a premium payment for food
that will need to be imported in to Japan as demand soars. Paul
does not think about anything but the trading on the floor where
buying and selling are taking place in a frantic manner as the
markets are moving very rapidly on the breaking news. Go short on
industrial and production shares as they have just announced that
they will have to close the factories for a few weeks. Go long on
the alternative power companies in Japan as the news breaks that
one of their nuclear power plants has been forced to shut down,
this will lead to government buying power from alternative
providers and also buying their technology.

As the hectic day ends Paul sends a message to the trading floor
that the company will be buying drinks for them at the bar around
the corner. Paid for by the company on the back of today’s trading
profits. As the party at the bar gets in to full swing the news on
the television flashes updates about the potential nuclear fallout,
the loss of lives, another factory closing down. The party is not
over yet and neither is the share price rally which is sure to
continue tomorrow as updated news breaks ground.

 










Chapter 3
Lets make some money trading currencies


 




	Currency trading is described as being the largest market on
the planet some estimate the volume that is traded every day is in
excess of $ 3.98 trillion dollars*, this is huge considering that
the total equities traded on the New York Stock Exchange are
approximately $ 50 billion* dollars per day. Currency trading is
the difference between the relative values of currencies around the
world, these may move up or down for several reasons such as when
investors wish to invest in other countries they need to “sell”
their local currency and “buy” the foreign currency. This is one of
the legitimate reasons currencies would move, but looking at
history the biggest daily moves are more often than not related to
dramatic changes such as natural disasters, financial crisis’s with
one currency or country. These are the real reasons that exist for
the changes or fluctuations to happen.[1]





On the other hand we have traders and speculators who take a
forward look to see if they can determine where a currency may go
this is made easier by tell tale signs that indicate a certain path
of the currency. For example when a crisis hits Japan the currency
markets know the Japanese will need to sell their foreign assets to
convert it back to Yen to pay for the repairs and losses due to the
disaster. Basically Japan needs to bring its money back home. If we
look at the US for a moment in terms of investment market, Japan
will sell all its US dollars to buy Yen so the price of the Dollar
will go down as it is no longer in demand and the Yen will go up as
it is in demand. So in simple terms the Yen strengthens against the
Dollar. The currency traders will already have estimated this is
what will happen so they stock up on yen to sell to Japan. This
money that Japan is trying to get home will be used for rebuilding,
repairs to hospitals and schools public healthcare and rescue
efforts. The converse side is that by bringing so much Yen home at
once, the price of Japanese products to the outside world has gone
up dramatically making them and their produce less attractive to
international buyers due to being highly priced. As the yen
strengthens the corresponding currency weakens so assets you are
trying to sell internationally are becoming worth less and
less.

With this logic applied the Japanese government is forced to
step in to protect its currency. The problem is that in this period
of a mere 48 hours while Japan did not know what to do first, the
currency traders worldwide knew exactly what to do and how to take
advantage of the situation as they are disconnected from the impact
of the crisis and only see the potential movement of a currency
which would mean profits if they buy or sell correctly.

Shortly after this all happened the Japanese government had to
bail out local banks and provide rescue packages to several
companies which they did by making a further $ 183 billion US
dollars available to support their local banks and businesses*.

 




	



	


http://en.wikipedia.org/wiki/2011_T%C5%8Dhoku_earthquake_and_tsunami









 





 






[1]
http://en.wikipedia.org/wiki/Foreign_exchange_market


http://www.money-zine.com/Investing/Investing/Forex-Currency-Trading/

 














Chapter 4
The morality of trading shares


Although the traders over the world have been active as no
economy truly ever sleeps they have been in an overactive sleepless
state for the last 48 hours. Eyes have been glued to screens and
indices they watch for the next critical announcements.

A major industrial company needs to close factory for a few
weeks – translates in to taking a short position on their stock as
this will no doubt mean the share price will surely fall, once it
has reached what is an immediate low point it will become a great
time to buy more stock as government announces assistance
packages.

Disaster at the nuclear power plant – translates in to a
purchase for all shares in alternative energy providing companies
as with this plant closed government has announced there will be a
shortage of electricity which will need to be provided for
elsewhere. These stocks are only going to go up, a great market to
spend some more money.

Buildings have collapsed – translates in to a buy order on any
and all reputable Japanese construction companies, Government has
already agreed on bail out funds so these companies are sure to get
large orders and contracts to rebuild multi million yen buildings
all over Japan, including several hospitals and schools along the
way. If you buy quickly their stock will still be cheap.

To many of us this is a dream market the fundamentals all scream
buy, buy, and buy. Our investment bankers and stock brokers always
tell us to buy low and wait for the climb, to buy stocks that
should have good long term growth or look for stocks that are
undervalued and waiting to be moved up. In a crisis such as this
most of the stocks fit the criteria the earthquake and following
Tsunami have meant two things in an investors mind either the
company production will suffer due to damages which means a falling
share price and a time to buy short stock, or they will get more
work rebuilding after the disaster and therefore it is a good time
to buy as you know they will be getting a lot more work in the
coming months. From history we can assume that most of the stocks
won’t continue to fall they will drop to adjust for losses and
closing time and thereafter start a recovery again so for the
people in the mood to buy the strategy was sit out the first 2 or 3
days wait for the stock to fall and then climb in and start buying
knowing you will need to hold the position for a while, but secure
in the knowledge that it was undervalued at the time.










Chapter 5 72
Hours after the crisis


 

It is now 3 days after the initial crisis, and the panic is gone
at least it’s gone from the financial markets it is still very real
for all the people wandering around looking for their relatives or
the rescue workers that have been battling for 3 days to try and
get to people, secure downed power lines and restore some
stability. The shelves in the supermarket are all empty after the
frenzied buying spurned on by the unknown factors such as when will
power be restored, where is my house and more importantly not
knowing when the new food trucks will be able to arrive with new
stock and medical supplies. Coupled with this is the weather which
has moved in dusting the remnants of the empire in snow and more
freezing conditions. The water has subsided leaving mud, flotsam
and jetsam in its wake. Cars are on the roofs of buildings, boats
in fields and whole towns appear to have disappeared. It has now
been confirmed as the worst earthquake in the history of records in
Japan being slightly over 100 years in term.

Governments, companies and the public around the world have been
sent in to action, flying in search and rescue crews, emergency
rations and supplies as well as medical staff and clean up workers.
Various charities have begun receiving vast amounts of money from
their donors which is channelled to help the people on the ground
restore some form of normality to their lives. During this period
Paul and Andrew along with their various work colleagues, family
and friends have donated in excess of $ 100 000 dollars to the
rescue efforts leaving only a small dent in the record profits they
saw in the last few days of trading.

-          Some 70
countries offered assistance to Japan

-         
100 000 Japanese soldiers are helping with the rescue
efforts

[1]






[1]http://www.dailymotion.com/video/xhmxpx_snow-complicates-japan-rescue-efforts_news


http://www.life.com/gallery/57711/japan-earthquake-the-rescue-effort#index/0

http://www.spiegel.de/international/world/0,1518,751042,00.html

 














Chapter 6
Did you make money ?


 

Did you make money?

The short answer to that question is probably yes you did,
although maybe inadvertently but yes you probably made some
money.

Every Bank, every pension fund, every brokerage around the world
at any point in time has open positions in multiple exchanges and
in multiple currencies. Your bank may not have instructed its
brokers to trade currency opportunistically but the currency
portfolio manager is after all on some sort of performance
commission as is the share trader and the hedge fund manager. There
business is to make you money and ensue your investments are
profitable otherwise you would not be investing your hard earned
cash with them would you? So they have been working for you all
along. Should they have passed up the chance to make profits which
would be paid to you in the form of dividends or interest or should
they have done what you pay them to do and that is make money? If
in 12 months time the dividends cheques were sent out and you
received by far less than your neighbour due to the reason that his
investment manager was aggressive during this time and yours was
not, would you have been happy?

 

 










Chapter 7
The real effect


 

Modern earthquake records were started in 1900 and this
earthquake measuring 9.0 ranks in the top 5 most powerful
earthquakes of all time. The earthquake moved Honshu 2.4m east and
further estimates think it may have moved the Earth on it axis as
much as 10cm*.

Molly Hennessy-Fiske estimated that the insurance cost of the
earthquake and subsequent tsunami could be in the region of $ 35
billion and the World Bank places it initial estimates on a figure
somewhere between $ 122 billion and $ 235 billion US
Dollars. According to some of the most recent reports it may even
be as high as $ 309 billion US dollars.

 




	The Bank of Japan was forced to step in amidst the chaos and on
the 14th March 2011 offered $ 183 Billion dollars to the
banking system in Japan to try and “normalise market
conditions”[1]





Some initial statistics as of the 23rd March 2011 are
as follows:

-       Total estimated damage
cost $ 309 billion US dollars

-       This amount could affect
Japan’s growth by up to 0.5% over the next few years

-       By the 17th
March 2011 the exchange rate between the Japanese Yen and American
dollar was 78,84 Yen to 1 USD having lost close on 10% of its value
since December 2010 when it was 84,35 Yen to the dollar, this
represents a devaluation of close to 10 percent in a period of less
than 3 months

-       The Nikkei 225 share index
dropped 10% in the days after the Tsunami

-       So far 9 408 deaths
have been confirmed

-       A further 2 746
injured

-       14 716 people still
remain missing

-       125 000 buildings
were damaged or destroyed

-       4.4 million households
were left without electricity

-       1.5 million without
water

-       As many as 100 000
children may have been uprooted from their homes


	These figures are all based on the most up to date and accurate
reports as at the 23rd March 2011.








[1]http://en.wikipedia.org/wiki/2011_T%C5%8Dhoku_earthquake_and_tsunami

 














Chapter 8
The conscience of investors


Let me start by saying that I think good investors meaning, ones
that want to profit in any market need to be disconnected from
their investments, and base their views on the inanimate data
available. By doing this they will look for movements and trends
based on events whether those events are good or bad. For example a
country that was ruled by a dictator being replaced by a
democratically elected government is good news and should move
markets up as new investments flood in. Conversely a war or bad
news should send markets down in the direct areas that will be
affected.

When investors start investing with a conscience the effect may
be that they stay away from high risk or opportunistic investments
that could deliver good returns short term. So to avoid currency
and share trading during a crisis in a particular country may be
the correct approach for your humanitarian conscience but the wrong
approach for the many investors, banks and insurance companies that
are looking for a return on their investments.

For this reason I believe most successful traders and investors
are “disconnected” from their investments at an emotional and
humanitarian level. This allows for business decisions based on the
idea of “what is best for the money” and not always “what is best
for the people”. In some cases these could be combined such as
investing in green or alternative power at the time o the crisis,
this is a good long term decision as not only will there be an
upward movement due to new orders from government but long term it
is the right thing for countries and individuals around the world
to do for sustainability. BUT remember the money that was invested
in to the green power company came from somewhere and more than
likely was taken out of an investment that was predicted to fall
such as a company that would need to shut down operations due to
the disaster. This company that needs to close down for a while has
now lost investors, lost value and due to this may actually be
forced in to a position where it needs to lay off staff and or move
it production facilities causing mass unemployment.

For new money entering the investment world there are also two
options for example the one without conscience being to take a
short position on stock predicted to fall due to being affected by
the crisis or to take the conscious decision of investing in growth
industries that will need money to grow during and after the
disaster.

More often than not I don’t think traders and investors around
the world have enough time to analyse and debate the questions and
answers, that’s because their clients, people like you and me are
expecting out monthly or annual return on our investment. And would
we sacrifice this knowing our investment advisor made the correct
conscience decision even though that left us without returns?










Chapter 9
Disconnected money


There is a mathematical theory called Integrated Information
Theory of Consciousness or ITT. It advocated that the amount of
integrated information that an entity has can correspond to its
level of consciousness. If you take a human brain and consider all
its components, connections and synapses then you could accurately
compute the extent to which the brain is integrated. The more
integrated an object is the more synergy it has and therefore the
more consciousness it has. This theory goes on to not distinguish
between organic brains and some form of manufactured object. I
don’t think we would ever really consider money or its various
markets to have a level of consciousness BUT in terms of this
theory one could argue the markets and money would not have a “0”
value on the consciousness measure either. Far from debating the
merits of this idea as I am by no means a mathematician and
assuming the geniuses that came up with the theory are correct.
Applying this in the investment world would mean that each and
every share and currency on every exchange is connected to the
another for as money is taken from here it is invested there
creating a link and a past, as the money is moved it creates a
future for new money and investments to take place. If the
mathematicians are right this could in imply that money has a level
of consciousness and in fact could to an extent be controlling its
own destiny.

In this the modern world we are all disconnected from people and
possessions by money. We want the best apples for the cheapest
price not thinking that this mentality forces the retailers to push
down suppliers prices which may force the suppliers to lay off
their staff in favour of machines that can do the jobs better and
faster. If you knew the family that got paid for picking the apples
and knew they needed x amount of money per apple to survive would
you still shop around for the cheapest apples?

Money removes our emotions from a transaction as it is reduced
to a simple do you want it, can you afford it, buy it process. We
all want the new flat screen television, so we shop around for the
best price, take out our money and go home with our new television.
There is little thought that the television may have been produced
using child labour in a foreign country, where the person building
the television would do well to be paid in total 1% of its retail
price. So someone somewhere in this world is surviving this month
on 1% of the value of your new television set, this may be in the
region of $ 5,00. Considering you are the one with a $ 500 dollar
television sitting in your plush lounge watching cable how do you
feel about the worker that needs to survive on $ 5,00 per
month.

Consider for a moment the bartering system of old, you as a
farmer were determined to grow the best possible apples to ensure
you could trade for the best possible bread. There was the added
pressure of fairness as you knew what the other family needed to
survive and they knew what you needed to survive. Without money the
transaction is direct and emotional for example if you found out
while trading your apples the bakers son was sick you may have
offered some extra apples as a gift. I don’t think anyone these
days offers to pay more for anything.

 

 










Chapter 10
Is there an answer ?


The academic answer to this questions is only time will tell,
there are multiple variables and various scenarios that may further
complicated the way forward. As this book was written there are
fears of large nuclear fallout over Japan and even some speculation
of it reaching the coast of the US. As the real damage figures are
confirmed we are sure to see companies advising on their positions,
production going forward and their employees. Over and above this
the Japanese economy needs to be strong enough to support their
people and companies during these times.

 

The answer may well lie in the age of saying of “do unto others
as you would want done to you”. In other words Japan and its people
may make a mental list of who is helping and who is not so that
when they recover, which they will, the people that supported them
will find reward and those that did not support them or traded
against them may find themselves the target of takeovers, market
losses and the likes. It is crucial therefore that the Japanese
people and the companies exit this disaster feeling like they were
helped and no-one took advantage of their unfortunate situation to
make profits.

The Japanese people have survived several disasters and have
always triumphed over time; this should not be any different. In
fact this disaster could re-unite the country and its people as
times of disaster often do bringing them closer and more committed
to their country and their companies success in the long term.

The silver clouds are already on the horizon as world leaders
make fast decisions such as Warren Buffet who urged against selling
Japanese stocks as his prediction is they would recover soon and
make up losses. Is this an example of investing with a conscience
as surely he of all investors could have made huge profits in the
past few weeks by doing exactly this?[1]

 

The US has halted food imports from the nuclear zone, good news
if there are radiation leaks, bad news for the Japanese producers
relying on this income. [2]

Delta Air will cut 15 – 20% of its flights to Japan until May
these normally full flights will surely impact on the income of
Delta Air and its investors. [3]

Toyota has delayed some models production and in fact closed all
of its 12 domestic assembly plants until the 26th March,
they are estimating a production loss of 140 000 vehicles and
obviously this loss of income will reflect in their financials.
[4]

 

Some interesting reads and updates:

http://news.yahoo.com/topics/japan

http://www.newsonjapan.com/

http://www.breakingnews.com/filter/japan-earthquake

 

Insurance and re-insurance companies around the world are going
to be feeling the crunch as companies and individuals seek to claim
for losses. Munich
Re, the world’s biggest reinsurer, has dropped its 2011 profit
target after saying claims from Japan are expected to reach about
1.5 billion Euros.[5]

 






[1]http://www.fin24.com/Money/Investments/Buffett-Japan-quake-buying-opportunity-20110321




[2]http://newsonjapan.com/html/newsdesk/article/88026.php




[3]http://www.breitbart.com/article.php?id=D9M4OUEG0&show_article=1




[4]

http://www.reuters.com/article/2011/03/23/us-japan-supplychain-idUSTRE72L0VZ20110323




[5]

http://www.bloomberg.com/news/2011-03-23/hannover-re-estimates-japan-quake-claims-at-eu250-million-1-.html
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