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In theory, forecasting with good fundamentals should be enough to deliver rich success. In practical financial markets 

however, matters are stubbornly imperfect and inevitably, frustratingly, favour poor techniques. To make this point, 

let’s go fish for an analogy. 

 Imagine watching a Polynesian fisherman. Having waded into the clear blue waters, he holds a spear aloft, & takes 

clinical aim, yet not at where the fish appears to be. His skill is calculating where his prey will be when contact is 

made. He is in effect making in an instant three distinct judgements; one based upon physics, another maths, & the 

third behavioural science. Using these in isolation, the fisherman knows he will fail and go home empty handed. 

Used collectively, he will return with yield aplenty. 

So then, our fisherman knows the position of the fish is distorted. Though not schooled in refractive theory, he is 

aware of this distortion. The 2nd element our fisherman is clued in, is momentum. He can see the fish is in motion & 

so is aware it will have moved by the time the spear arrives. The 3rd simultaneous judgement our artisan makes is 

the fish’s survival instinct. If it has not already been made aware of being stalked by the shadow cast over it, it will 

certainly become conscious of a threat from the ripples set in motion by the harpoon entering the water. 

Despite the complications, with painstaking teaching & practice the 'good' fisherman won’t return home empty 

handed. His family is sure to be well fed, & he will impart to his children, the skills he had learned from his own 

father or to whoever he was apprenticed; a transfer of knowledge that has almost certainly gone on for generations. 

Across our Polynesian fishing village bad fisherman have long vanished; Darwinian logic having seen they have. The 

population of the village has even steadied to reflect sustainable fishing levels. There is in effect, a perfection that 

financial markets never reached, indeed can NEVER REACH. Here’s Why. 

Assume 'poor’ fishermen suddenly descend on the once tranquil coastal waters that have been the fruitful workplace 

of our good fishermen. These introduce not only complications to our good fishermen, but a threat to their very 

survival. 

Spears are now being thrown wildly, in such a random way they are a DIRECT danger to our good fisherman, & cause 

chaos in the waters. Where fish once moved sedately in calm seas, they are now darting around in panic and so 

proving more challenging targets for even the best of our 'good' fishermen. Matters are made worse still for our 

good fishermen. 

The shoals have moved away from their preferred coastal water habitat, into deeper, colder & more tidal waters. 

Moreover, through their sheer weight of numbers, the bad fishermen are spearing ever more fish, whilst good 

fisherman return home empty handed. Before long fish numbers plummet & order in the fishing village has turned 

upside down. As families of 'good' fisherman go hungry, 'bad' fisherman boast of their successes, deluded they were 

good, not simply lucky; we come thus to the imperfections of capital markets, NOW AND ALWAYS, UNLESS…. 

…UNLESS THAT IS, BARRIERS ARE ERRECTED TO ENSURE ONLY THOSE WHO ARE WELL SCHOOLED IN SUCH THINGS 

ARE ALLOWED IN. Imagine, that any fool was allowed to operate as a medical practitioner. Well, that was once the 

case until, we wised-up to the cost and imposed strict criteria to who could work in medicine. Is this such a difficult 

pill to swallow if it means financial markets are freed of “foolish fishermen”? 
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   Table 1: The changing way the PBOC has managed the RMB – Past & FUTURE? 

 
 

  Chart 1: Yuan, weighted by All in the CFETS basket  
  Chart 2: Yuan, weighted by Non-$ pegged currencies in the 

CFETS basket 

 

 

 
  Chart 3: Yuan, weighted by $ & $-pegged currencies in 

the CFETS basket – China DOESN’T FAVOUR $’s 
   Chart 4: £’s per Yuan – UK HAS CHEAPENED FOR CHINA 

 

 

 
Source: CFETS  
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