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How there is money to be made from a further fall in the $US

THE Australian dollar
has gone above parity
with the TS dollar. This
week, technical analyst
and Australian Technical
Analysts Association
memhber Alan Clement
looks at what that actually
fmeans.

He demonstrates the
value of the greenback
againsta basket of
currencies, measured in
polnts, which shows us
that the US cumrency has
been in ahsolute decline
for some time, Infact, it
has been in a long-term
downtrend since peaking
al 121 in 2001,

Since 2005, ithas
moved into an area of
consolidation, tacing out
a symmetrlcal irjangle
formation, with lower

highs and higher lows

i price. Thisisa
consolidation pattern,
45 lhe market takesa
breather following the
sharp down move from
2007 102005, A
symmerttical (riangle is
generally a continuation
paltemn, meaning that it
normally resolves itselfin
the direction of the main
trend —in this case,
downwards.

Righl now the price is
testing the lower trend
line for the third time.
trom here, there are vy
SCEMATINS; Scenario A,
where the trend-line
support will fail here and
the price continue 1o the
downside; or scenario B
where there may be a
further swing within the
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triangle before the price. | above the upper frend by deducting the hejsht
finally heads lower, line at the g& level, we of the triangle pattern (17

A third scenario | wouldhave to consider points) from the bieakour

(which Clement the possibility of that puint. In scenario A, that
considers unlikely to uptrend. would give (76— 17=59);
eventuate] could see the On the other hand, in scenario B, wewould
market break out of the Clement says: “Iiwe do be lnoking at a couple of
Lriangle to the upside — gera break to the points higher at 61 In
and ifthe US dollar price | downside, wecan either case, il the target
were ta showstrength caleulate an initial farget | wasmet, itwould mean a

devalualion of the 115
dollar in excess of 20 per
cent from current levels
— (UilE a SeTious

| devaluation.”

To trade this market,
the punter would go short
once we see a monthlyc
close below the lower
uptrend ling, or else they
could shortital the upper
downtrend line if
scenario B plays out.

A bearish outlook for
the dollar is good news for
commuodity prices, the
stockmarket and certain

Ccurrencies suchas the

euroand the Aussie. The
fundamentals back up the
bearsh outlookwith the
second round of the LIS
Federal Reserve's el
quantrative easing now
under way.




