Q:  I see commercials for currency trading on television, and wanted to know your thoughts?
A:  Buying non-US currencies as an investment is based on the belief that they will appreciate against the dollar and/or other currencies during the time you hold them.  There are an incredible number of factors that influence the different prices that currencies bring over time.

 It is estimated that 90% of all currency traders lose money.  Even some very well experienced and educated investment banks have taken large losses trading currencies.  It is akin to betting at Vegas, unless you have some very specialized inside knowledge and experience.  It is a trading area rife with speculation and many argue insider trading and manipulation as well.

This is not to say that there are no good  reasons to consider non-US currencies as an asset class in designing a portfolio.  Buying a Pool of currencies (via an ETF for example) is an unproven strategy for some of your investment portfolio, yet it has some theoretical attractiveness.  First, this asset class is not "correlated" with stock and  bond markets in general.  Modern Portfolio Theory (for what it  is worth) suggests that adding non correlated assets to a portfolio smooths out volatility and increases long term return.  Two,  some countries’ currencies pay a higher rate of interest on deposits than does the American dollar, so that you get a better "fixed income" return.  Finally, owning foreign currencies allows you to "hedge" against fluctuations in the dollar.  This might be particularly interesting to you if you believe that the dollar is headed for some devaluation.  

If you do decide to own currencies, you should either be devoted to monitoring your investments, or have some professional help.  Stay away from the online hucksters.
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