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Greenback may be on verge of short-term rally

TECHNICAL
ANALYSIS

ROD
MYER

AUSTRALIANS, especially
those who import. export or
like everseas holidays, will be
keenly awans of the strength
af aur local currency against
the US dollar.

The shorthand explana-
tion oiten given for the
Aussie’s strength s the fact
that China's insariable
resotirces demand has given
strength to our economy
when the US, along with
much of Burope, is still
suffering the fallout from the
glohal financial crisis

Burtthis weekiniema-
tional futures trader and
Australian Technical Analystis
Aszociation member Alan
Clement looks more closely
at the plight of the greenback
and finds it sliding globally

‘Today’s chart, the US
Dollar Index, measures the

greenback against a basket of

currencies, To be precise
these are the euro, the yen,
the British pound, the
Canadian dollar, the Swiss

franc and the Swedish krona.

Clement’s analysis of the
chart shows that while the
greenback has been on the
skids against the index for
much of the past eight-years,
things might be numing
around with the emergence
ol what he says may be g
“powerful medium-term
reversal pattern’

After making a high on
the indexof92 Fm-:kin 2005,
the greenback dropped (o a8
low point of 72 in 2008.

Since then, Clement
observes, ithas been “con-
solidaring in a tightening
rangs, producing 4 symmet-
rical triangle (the wored
lines on the chart].

Earlier this year, the
greenback fell through the
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botom of that formation and
also u lower support level of
75 points (thee blue line) as
speculiators sold the
currency. But recent falls in
commodities, which are
pticed inUS dallars, caused
the greenback Lo rise sirongly
throngh the 75-point level.
(Commaodity holders sold
and converted their holdings
intoS dollars, creating
demand for the currenaoy)
Technically speaking,
Clement says, the greenback
made g “false breakout”
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when it fell |hmuﬁh
75 points, which has tr?ped
traders who had shorted the
currency below that,

Ihiose maders will need to
cover 'I!h eir shorn POSITIONES,
and the resulting demand for
the greenback could fuel
further increases in its
value

“If the cument rally does
gather pace, and the index
brraks back up into the
triangle pattern, this could
prompt a sharp rise owards
the top endline at the

85 level," Ulement says. A
stronger US dollar in the
medium term, he says,
waottld be bad news for the
wilue of the Australian dollar
and global sharemarkets,
both ol which share an
inverse correlation with the
greenhack.

But anyone wanting to
profit from possible strength
in the greenback needs to be

uick, as Clement belleves

ong term, the fundimen-
titls for the LIS dollar are
poor, and we could well sée
the reswmption of the US
duollar's long-term downlrend
following this rally”,

Conversely, he believes
the long-term ottlook for
global sharemarkers and the
Aussie are good-Soany
shori-term weakness created
by current conditions.could
serupa great buying
oppornityin stocks and
the Aunssie, he believes.
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