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«FX BIAS» Review 2022
QCAM Special

2022 was a turbulent year for FX BIAS after a prom-
ising start in 2021. The Ukraine war, the rapid chang-
es in monetary policy and the rise and fall of risk 
aversion created fast moving dynamics that were im-
possible to capture accurately with business surveys. 
Still, the addition of new surveys and currencies as 
well as more balanced weightings have helped im-
prove the performance of FX BIAS. As a result, we 
think that FX BIAS remains well positioned to gen-
erate attractive returns at moderate volatility and 
low correlations with other asset classes over time.

2022 was unusual
The performance of FX BIAS in 2021 was promising 
and validated the value of business surveys in FX trad-
ing1. In 2022, FX markets were dominated by unusu-
al dynamics that were much more difficult to navigate 
with business surveys. The Russian attack on the 
Ukraine and its global political and economic ramifi-
cations triggered a broad-based rise in risk aversion 
which was further aggravated by the rapid hawkish 
shift in Fed policy. In response, the USD rallied near-
ly 20% versus all other currencies in the FX BIAS port-
folio from the start of the Ukraine war through the 
end of September. In the final quarter of last year, 
however, the dynamic suddenly turned and the USD 
lost roughly half of its earlier gains as better US infla-
tion figures prompted markets to expect a Fed pivot 
and global risk aversion suddenly started to fade.

Overall, the FX BIAS USD certificate lost 3.2% in 
2022 after a gain of 4.5% in 2021. The performance 
can be divided into three periods: 1) a decline of 3.8% 
until early June, 2) a rebound of 5.1% until September 

1 See QCAM Special – One year of FX BIAS; QCAM Monthly; December 2021.
2 For more detail see QCAM Special – Expanding FX BIAS; QCAM Monthly; August 2022.
3 The leverage ratio was fully restored to 1.5 as of September 1st 2022.

and 3) a loss of 4.3% in the final quarter of last year 
(see Chart 1 next page).

Adjusting to the shock
The emerging global growth optimism at the start of 
2022 spurred business surveys and prompted FX BIAS 
to go long most basket currencies versus the USD. The 
Russian attack on the Ukraine was unanticipated by 
business surveys and caught most FX BIAS positions 
on the wrong foot. In response, the QCAM Risk Com-
mittee decided to suspend some positions temporar-
ily and to reduce the leverage ratio2. Eight weeks af-
ter the start of the Ukraine war, FX BIAS had changed 
its net USD position from short to long (see Chart 2 
next page). From June, FX BIAS benefitted from the 
USD rally, although not fully as not all currency posi-
tions had turned long USD and the leverage ratio was 
not yet back to normal3. Still, by the end of Septem-
ber, the FX BIAS USD certificate had made up all ear-
lier losses and was up 1.1% since the start of the year.

The USD pivot
The trigger of the USD pivot was lower than expected 
US inflation figures in early November. This coincided 
with a broad shift in risk sentiment. Energy prices had 
started to fall and the fear that the Ukraine war would 
lead to a deep global recession faded. Suddenly, the 
key drivers of the USD rally – a hawkish Fed and glob-
al risk aversion – lost weight. The rapid shift of the 
USD tide was negative for the FX BIAS portfolio. How-
ever, FX BIAS was not fully long USD with important 
USD short positions, for example versus the JPY. This 
blend of long and short USD positions helped cush-

https://q-cam.com/wp-content/uploads/2021/12/QCAM-MONTHLY-December-2021.pdf
https://q-cam.com/wp-content/uploads/2022/08/QCAM-MONTHLY-August-2022.pdf
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Chart 1: QCAM FX BIAS net USD position and return versus USD index since launch

Source: QCAM

 

Chart 2: QCAM FX BIAS individual currency positions since launch of certificate

Source: QCAM; The returns refer to the USD based FX BIAS certificate and are net of costs and fees.
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by opposite positions in other currencies versus the 
USD.

The Table next page further shows the back-test-
ed performance since the launch of FX BIAS in De-
cember 2020 assuming 1) the initial setting was 
maintained until now and 2) the current setting was 
used from the launch. The performance of the port-
folio with the current setting is noticeable better 
than the performance of the portfolio with the ini-
tial setting (significantly higher return at moderate-
ly lower volatility). Interestingly, the overall perfor-
mance of the initial setting and the current setting 
are relatively similar until the start of the Ukraine 
war and then diverge sharply (see Chart 3). This high-
lights the value of diversification at times when nor-
mal business cycle trends are superseded by excep-
tional shocks or policy changes.

Looking at the performance figures by currency 
pairs, the addition of more surveys has improved 
most notably the performances of USDJPY, GBPUSD 
and AUDUSD. At the same time, there are still sig-
nificant performance differences. The new additions 
of NZDUSD and USDNOK have been clearly posi-
tive. On the other hand, USDCHF, GBPUSD and  
USDCAD still lag significantly behind. These three 
currency pairs are on the low side in terms of the 
number of business surveys. In case of GBPUSD, id-
iosyncratic dynamics that supersede the business 
cycle trends, such as last years fiscal policy and po-
litical leadership drama, also play a role.

We will continue to refine FX BIAS, looking for 
additional suitable surveys or combinations of ex-
isting surveys and possibly add more currencies. At 
this point, however, we believe that FX BIAS has al-
ready been sufficiently improved to better handle 
unanticipated events and to deliver attractive re-
turns at modest volatility and low correlations with 
other assets classes over time.

ion the negative impact of the USD decline.
Moreover, the net long USD position declined 

towards year end to below 20% as new business 
surveys showed more resilience in currency areas 
outside of the US, most notably the Euro-area. In 
fact, the latest round of surveys in early January 
swung the pendulum to a net short USD position of 
25% with long positions in all other currencies ex-
cept for the GBP and the SEK.

The model still works
The rationale behind FX BIAS is that business sur-
veys capture business cycle trends between two 
countries and shape markets’ expectations on rela-
tive economic performance and monetary policy, 
which in turn drive exchange rates. This has worked 
well in 2021 but not in 2022. The normal business 
cycle trends were superseded by events and dynam-
ics that business surveys could not anticipate in ad-
vance. Still, business surveys and the FX BIAS algo-
rithm have adjusted relatively quickly limiting the 
downside.

In our view, 2022 was unusual and not the new 
normal. Thus, we expect that the principle and mech-
anism behind FX BIAS will perform well over time. 
However, 2022 was also a lesson that rule-based 
FX trading models have limitations and that they 
need to be well diversified to limit the downside in 
adverse circumstances. Over the last two years, we 
have continuously modified FX BIAS by adding new 
business surveys and currencies and balancing the 
weight distribution. 

At the launch in December 2020, FX BIAS con-
sisted of 7 currency pairs versus the USD with only 
one business survey for each currency (i.e. a total 
of 8 surveys, see Table on next page). Moreover, the 
weighting was heavily tilted toward EURUSD fol-
lowed by USDJPY and GBPUSD. Currently, FX BIAS 
consists of nine currency pairs with a total of 22 
business surveys and a more balanced weighting of 
the currency components (see Table again). Impor-
tantly, this means that currency positions are no lon-
ger binary (100% long or short) but can take posi-
tions in-between including neutral and that a long 
or short USD position versus one of the big three 
currencies is more likely to be moderated or offset 
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→ Please contact us for further information 
and the fact sheet:

info@q-cam.com 
T  +41 55 417 00 50



-10%

-5%

0%

5%

10%

15%

Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Mar-22 Jun-22 Sep-22 Dec-22

Initial settings Current settings

*  Same as the first asterisk at the table above.

Source: QCAM

QCAM Monthly January 2023 | 4 

QCAM FX BIAS gross returns – initial versus current settings*

Table: FX BIAS currency pairs, surveys, weights and performance in two settings *

*   The performance figures are spot-based gross returns in USD with 1.5 leverage (excluding costs and fees and QCAM risk management measures). 
The performance data is based on the fixed maintenance of the two settings over the entire period, while the actual performance of the FX BIAS 
certificate has gradually shifted over time from the initial setting to the current setting.

** The total number of surveys is consolidated excluding multiple applications.

Source: QCAM

EURUSD USDJPY GBPUSD AUDUSD USDCAD USDCHF NZDUSD USDSEK USDNOK Total

Initial surveys 2 2 2 2 2 2 0 2 0 8**

Initial weights 40.0% 20.8% 15.9% 8.4% 6.2% 6.1% 0.0% 2.5% 0.0% 100.0%

Return a.r. 4.4% -2.1% -16.7% 1.3% -0.6% -3.2% 6.4% -1.3%

Volatility a.r. 12.6% 14.7% 15.5% 17.4% 11.6% 11.7% 17.7% 6.3%

Sharpe ratio 0.35 -0.14 -1.08 0.07 -0.05 -0.27 0.32 -0.20

Current surveys 6 4 3 6 3 4 5 7 8 22**

Current weights 24.6% 15.5% 13.1% 9.6% 8.5% 8.5% 6.8% 6.8% 6.6% 100.0%

Return a.r. 2.8% 11.0% -1.9% 5.8% 0.6% -1.4% 9.4% 9.3% 12.3% 4.7%

Volatility a.r. 10.6% 12.5% 12.0% 7.0% 9.6% 8.4% 9.5% 15.2% 9.0% 5.4%

Sharpe ratio 0.26 0.88 -0.16 0.83 0.06 -0.17 0.99 0.62 1.36 0.87

Back-tested performance based on iinniittiiaall setting December 10th 2020 to January 11th 2023

Backtested performance based on ccuurrrreenntt settings December 10th 2020 to January 11th 2023


