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As top schools revamp3 their
financial-aid programs, the impact
will be felt well beyond those
institutions. What does it mean for

parents and students? A Q&A for the confused.
Plus, tax laws have changed4 in recent years
with regard to charitable donations.

• See the complete Your Money Matters5

report.
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YOUR MONEY MATTERS

Alternative Investing
Alternative Answers
By GREGORY ZUCKERMAN
April  21, 2008; Page R7

Playing  the  Currency  Markets

In this column, we answer your questions about alternative investments.
Send them to reports@wsj.com1.

Q: Is trading of currencies (basically speculative options trading) recommended or is it far too risky?

L. Adams 
Chicago

A: The dollar's swoon has more investors looking for ways to bet on foreign currencies, both to protect
their portfolio's exposure to the slumping dollar and to speculate on the moves of other currencies.

There are more firms catering to individual currency investors,
including a number of shops that allow people to set up online-
trading accounts that operate around the clock, much like the
$3.2 trillion foreign-exchange market itself. Among the most
popular are Forex Capital Markets and GAIN Capital Group,
both based in New York, and Denmark's Saxo Bank AS. Forex
allows investors to set up practice accounts, to test this trading.

But currency trading, through options or in any other form, is
risky because of the volatility of the foreign-exchange markets.
It usually is hard for an investor to get any kind of informational

advantage that leads to profits. In addition, regulation of this trading sometimes is spotty and scams are
not unusual. Investment advisers and currency-market pros say an investor shouldn't devote more than
10% of a portfolio to this kind of trading, noting that most individuals fail to make money trading
currencies.

Matthew Tuttle, president of Tuttle Wealth Management LLC in Stamford, Conn., recommends that
individuals looking to invest in currencies stick with exchange-traded funds or mutual funds that focus
on foreign currencies, such as the Merk Hard Currency Fund. This is a no-load mutual fund that invests
in a basket of currencies to protect against the depreciation of the U.S. dollar. Some exchange-traded
funds -- which are similar to mutual funds but trade throughout the day, like a stock -- track the
movements of a single currency, like Rydex Investments' CurrencyShares ETFs.
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movements of a single currency, like Rydex Investments' CurrencyShares ETFs.

* * *

Q: I think oil and metals may be due for a correction, but I'm interested in profiting from a continued
uptrend in agricultural commodity prices. What's the best way to do that?

A: Stocks are down, the bond market is in crisis mode, and even gold and oil look shakier after more
than a year of surging prices. That's why attention is shifting to agricultural investments. Everything
from grains and sugar to fertilizers and oilseeds has been climbing lately. As the middle class in various
emerging-market nations grows and their diets begin to look more like those of Western consumers,
demand for these agricultural commodities is expanding.

To be sure, the sudden popularity of agricultural-related investments might be a sign that the market is
close to a near-term top. But the price of many of these commodities could trend higher over the long
term, because the shift in appetites is likely to continue, as is the long-term growth of foreign
economies.

That's why hedge funds and other sophisticated investors are putting more money into this area. Some
are buying up shares of companies like Potash Corp of Saskatchewan Inc., a maker of potash and
phosphate used for farming, whose share price has tripled in the past year. But individual shares can be
risky, and many agricultural shares are now expensive relative to current earnings. Experts advise
individuals to focus on one of a growing number of investment products in the area that promise more
safety.

Lane Carrick, president of Sovereign Wealth Management Inc., a Memphis-based investment firm, is a
fan of exchange-traded funds that invest in agricultural commodities, such as the PowerShares DB
Agricultural Fund, which is up about 50% in the past year. Agricultural ETFs usually track a basket of
commodities, and that diversification makes them safer than shares of an individual company.

The PowerShares ETF, launched last year, tracks an index based on futures contracts on widely traded
agricultural commodities, including wheat, corn, soybeans and sugar. The four commodities are equally
weighted in the ETF, notes Mr. Carrick, providing diversification. The index soared 31% in 2007; the
ETF is up about 18% this year, bucking the overall market's losses.

Mr. Carrick also recommends exchange-traded notes, a relatively new type of investment that's catching
on. ETNs are debt investments, issued by banks or investment banks, that trade like ETFs. They promise
the same return as a given index upon maturity, after payment of a fee.

The Lehman Brothers Commodity Index Pure Beta Agricultural Total Return ETN -- a mouthful, to be
sure -- was launched late last year and is based on the returns of futures contracts on commodities in the
grains sector, such as corn, soybean meal, soybean oil, soybeans and wheat, as well as coffee, cotton
and sugar.

These ETFs and ETNs all charge low expense fees -- less than 1% annually.

--Mr. Zuckerman is a special writer in The Wall Street Journal's New York bureau.

Write to Gregory Zuckerman at gregory.zuckerman@wsj.com6.
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