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           The Inside Track
                                                                       25th August 2014 • Research Desk: +61 (0) 2 8572 4900 • Fax: +61 (0) 2 9552 1030
Key Themes:
· The USD is looking strong across the board as Yellen leaves the door open for future rate hikes.  
· EUR/USD breaks key 1.3250 support opening up further losses towards 1.3000 and keeping the USD well supported elsewhere. 
· The ECB and BoJ likely to be the last of the major central banks to tighten monetary policy and may even be going in the opposite direction. 

· Very light data calendar this week
At the start 2014 most of major banks where calling for significant USD strength, at the time we thought they were premature and by April most of them had changed this view, with the CBA for example calling for 0.9900 by the end of the year.  

However, in recent weeks we have noticed a palpable change in the market’s attitude towards the USD and also more frequent mentioning of the possibility of monetary policy tightening by Fed Speakers.  Significant levels have been broken in EUR/USD and USD/JPY demonstrating the markets new found conviction in the Greenback.  
Data Highlights:

(Exp)

Mon
EU German IFO Business Climate (107.1)

Tue
US Durable Good Orders (7.4% m/m)


US CB Consumer Confidence (89.1) 


Thu
AU Private Capital Expenditure (-0.8%) 




US Prelim GDP (3.9%)



US Unemployment Claims (299k)




US Pending Home Sales (0.6%)


Fri
JP National CPI (3.3%y/y)



JP Retail Sales (-0.1%)




EU Unemployment Rate (11.5%)




US Chicago PMI (56.3)
EUR/USD – Breaks 1.3250, 1.3000 next on the horizon.  
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Australian Terms of Trade 
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Australia’s weakening terms of trade position likely to apply pressure to the AUD going forward. 
AUD/USD
The AUD once again held 0.9230/40 support, however rallies are equally contained by the longer term downtrend. It’s this downtrend that we expect to win out within the context of a broad bull market developing in the USD. For now resistance is evident around 0.9330 and again at the trend line around 0.9380. A break of 0.9200 should expose a relatively quick move to 0.9000.  
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NZD/USD
This pair has fallen to test the longer term uptrend that has supported it since 2009. If 0.8340 support is broken then further losses to at least the psychological 0.8000 level would be expected to unfold thereafter. Resistance is found at 0.8440 initially and very heavy selling pressure is expected on any rally towards 0.8500.   
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AUD/JPY
The JPY was aggressively sold off last week, as the market acknowledges that the JPY will once again replace the USD as the funding currency of choice.  Fibonacci resistance is evident around 97.50 and should this be broken then further gains towards 100.00 appear likely thereafter.  For now nearby support is found around 96.00 and this pair could still be susceptible to a sharp selloff should geo political concerns spike.   
AUD/NZD
After breaking through 1.1050 resistance AUD/NZD has accelerated to test Fibonacci resistance located around 1.1170. Although there may be a modest amount of upside remaining here, we expect lateral trading conditions to re-establish themselves shortly. Support is evident initially around 1.0940.
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AUD/EUR
The EUR is now trading on the back foot in most pairs, as the market realises the ECB will be a laggard when it comes to interest rate hikes. Consequently AUD/EUR has broken through 0.7040 resistance and is likely on its way to 0.7200 before encountering material selling pressure. For now support is evident around 0.6990. 
AUD/GBP
This pair is currently testing resistance around 0.5640 and we expect rallies to run out of steam very shortly. A break back beneath 0.5560 support would signal that a top is in place and further losses towards 0.5400 would be expected to unfold thereafter. Longer term we expect a move to atleast 0.5200 as the BoE unwinds its asset purchasing program and commences interest rate hikes. 
	PAIR
	Support
	Resistance
	Minor Trend
	Major Trend

	AUD/USD
	0.9230/40
	0.9380
	Down
	Range

	NZD/USD
	0.8340
	0.8550
	Down
	Range

	AUD/JPY
	93.90
	97.50
	Range
	Range

	AUD/NZD
	1.0940
	1.1170
	Range
	Range

	AUD/EUR
	0.6990
	0.7200
	Range
	Range

	AUD/GBP
	0.5560
	0.5640
	Range
	Down
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