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Daily Market Report for Wednesday 17th of March 2010 

Check out our new trading signal service; make sure to sign up for our 14 days free trial: 

http://www.avantagefinancial.ch/intraday_service?avantagefinancial_ch=9ae142803578

c3c4c07b84981ee2f673 

(We are up 1001 pips on this service since it started 8th of January 2010) 

Market Comment 

Strong rally in the S&P 500 futures towards the 1160 resistance level and still potential to move 

higher towards 1177 resistance that is the +3 Sigma level. However we very seldom see moves 

beyond 3 Sigma’s and we don’t expect that to happen this time either. So in our view the scope is 

limited for a strong rally. 

Still plenty of talk out regarding Greece and how the EU will solve the problem. Looks like the EMU 

have to come up with a better structure to deal with similar problems in the future to be able to 

withstand economic downturns. As we have outlined in the past the current structure is fragile 

without a treasury and weak controls on the members’ financial situation. The problem we see a bit 

is that the message from the EU on Greece is very unclear to say the least. EU keeps saying that 

Greece will not receive any debt guarantees and EU will not allow Greece to default. There have 

been released very few details as well around how the EU will solve the Greek debt problem in a 

worst case scenario.  

FOMC held the Fed Funds rate a 0.25%, the same level since December 2008 and reiterated that 

interest rates will stay low for an extended period of time. Discount rate kept unchanged. The vote 

was 9-1, with Hoenig dissenting and he said that language on extended period of low rates could 

cause imbalances. The statement further said the labor market is stabilizing, but that employers are 

still reluctant to add payrolls. Business spending on equipment and software “has risen” 

significantly”. It also said that inflation is likely to be subdued for some time, which probably means 

that no action will be taken until after the summer.  

The USD was sold off across the board this morning taking the Euro very close to the key 1.3840 

level. Since the amount of Euro shorts are still at very high levels, we reckon it will be massive 

amount of stops above this 1.3840 level. So could easily get a strong short squeeze if this 1.3840 level 

is broken by let’s say 20 pips or so. Of course risk as well that short sellers use this 1.3840 to establish 

fresh shorts that will force the Euro lower near term. So we reckon it can go both ways and the price 

action over the next few days will be key. 

Keep in mind that US moved to summer time over the weekend and therefore the US data releases 

will be 1 hour earlier than normal here in Europe for the whole week.  
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EURJPY vs. S&P 500 futures, the correlation has a bit off last months to say the least. Maybe it AUD 

vs. EURJPY is a better indicator for risk appetite these days? Will look at that tomorrow. 

 
 

FX Implied Volatility updated this morning: 

ATM 1w 1m 3m 

EURUSD 8,90 % 9,33 % 10,40 % 

GBPUSD 10,89 % 11,29 % 12,47 % 

USDJPY 9,50 % 10,32 % 11,21 % 

USDCHF 8,60 % 8,88 % 9,94 % 

AUDUSD 9,48 % 10,37 % 11,76 % 

USDCAD 8,50 % 9,08 % 9,74 % 

EURJPY 10,85 % 11,54 % 12,54 % 

GBPJPY 12,20 % 13,48 % 14,48 % 

AUDJPY 13,45 % 14,11 % 15,23 % 

NZDJPY 14,48 % 15,16 % 16,24 % 

EURNOK 6,10 % 5,62 % 6,23 % 
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Some interesting news stories: 

Fed signals optimism over US economy – Financial Times 

http://www.ft.com/cms/s/0/dea269dc-311c-11df-8e6f-00144feabdc0.html  

 

BoJ eases policy amid deflation pressure – Financial Times 

http://www.ft.com/cms/s/0/9dc73ff2-317e-11df-9741-00144feabdc0.html  

 

Eurozone pledge keeps pressure on Athens – Financial Times 

http://www.ft.com/cms/s/0/8bb86a56-30f8-11df-b057-00144feabdc0.html  

 

Dollar knocked by Fed rate decision – Financial Times 

http://www.ft.com/cms/s/0/9acf31e6-30e4-11df-b057-00144feabdc0.html  

 

Wall Street hits fresh 17-month high after Fed - Reuters 

http://www.reuters.com/article/idUSTRE62025220100316  

 

U.S. dollar hits 20-month low vs Canada currency - Reuters 

http://www.reuters.com/article/idUSTRE62E3Q020100317  

Yen, Dollar Fall as Central Bank Outlook Boosts Risk Appetite - Bloomberg 

http://www.bloomberg.com/apps/news?pid=20602081&sid=aVH19bI3xntw  

 

BOJ Doubles Lending Program to Combat Deflation (Update1) 

http://www.bloomberg.com/apps/news?pid=20601068&sid=aRULf9Dmqw5A  

 

RBA’s Debelle Says Rates Likely to Rise a Bit Further (Update1) 

http://www.bloomberg.com/apps/news?pid=20601068&sid=axZ_m6HbRenY  

 

China Must Pare Stimulus to Counter Bubbles, World Bank Says 

http://www.bloomberg.com/apps/news?pid=20601068&sid=aABUF7oOD4Hk  

 

¢ŜŎƘƴƛŎŀƭΩǎ  

Euro:  Support down at the 1.3550 level with key resistance up at 1.3840 level. The interim 

downtrend from the December high was broken Friday, but we still would like to see daily close 

above 1.3840 to look for a move higher.  

http://www.ft.com/cms/s/0/dea269dc-311c-11df-8e6f-00144feabdc0.html
http://www.ft.com/cms/s/0/9dc73ff2-317e-11df-9741-00144feabdc0.html
http://www.ft.com/cms/s/0/8bb86a56-30f8-11df-b057-00144feabdc0.html
http://www.ft.com/cms/s/0/9acf31e6-30e4-11df-b057-00144feabdc0.html
http://www.reuters.com/article/idUSTRE62025220100316
http://www.reuters.com/article/idUSTRE62E3Q020100317
http://www.bloomberg.com/apps/news?pid=20602081&sid=aVH19bI3xntw
http://www.bloomberg.com/apps/news?pid=20601068&sid=aRULf9Dmqw5A
http://www.bloomberg.com/apps/news?pid=20601068&sid=axZ_m6HbRenY
http://www.bloomberg.com/apps/news?pid=20601068&sid=aABUF7oOD4Hk
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Cable:  The key resistance at 1.5220 taken out today and there is now scope for a move towards the 

+2 Sigma band that is coming in at 1.5524. Key support is now yesterday’s low of 1.4974. 

USDJPY:  Falling resistance from April 09 high coming in at 91.34 today, which needs to be taken out 

to open for any stronger move higher. We still favor buying dips as long as 88 level holds and longer 

term we still expect JPY to underperform due to high public debt, weak demographics and tougher 

export markets due to slower growth going forward. However keep in mind that repatriation flows 

should support Yen towards end of month (the Japanese fiscal year). 

Swissy:  We note that key falling resistance from the October 2009 high is coming in at 1.0825, which 

is level we have outlined for weeks to watch. A break above here would be significantly bullish and 

potentially open for a rally toward 1.15 to 1.17 levels. The outlook remains bearish below this 1.0825 

level. There is a rising support line coming in at 1.0452 from the November low and this coincides 

with the – 3 Sigma bands that is not far off at 1.0432, so we expect support towards this level. 

AUDUSD:  Good support above 0.8950 and with the 100 day moving average taken out last week it 

has scope to test 0.9329, the 2010 high. Keep in mind that AUDUSD seems to have a fairly high 

correlation with S&P, so keep an eye on S&P when trading AUDUSD. 

USDCAD:  Finally took out the key 1.02 support and as long as it stays below 1.0250 it should have 

scope for a move towards 1.00. We note that falling trend line from the 2009 high is coming in at 

1.0500 for the moment, so longer term trend is bearish below this falling resistance.  

EURJPY:  The 124.25 resistance level was taken out Friday, but it could not sustain the momentum 

yesterday, which indicates that decent amount of sellers above 125. We expect 122 to 125.40 range 

for the near term unless the stock market would make any bigger moves. Remember the JPY fiscal 

year end flow until end of month should give support to JPY, but how much it difficult to judge. 

Expect more choppiness over next few weeks.  

GBPJPY :  Weak below for support at 138.30 and key support down at the 131.40 level that could be 

tested next. 

AUDJPY:   Bullish above the interim rising trend line coming in at 80.36 today, with former rising 

support from 2009 low, now resistance at 83.71. We expect strong AUD and weak JPY going forward, 

buy dips. 

Levels Euro Cable USDJPY Swissy AUDUSD USDCAD EURJPY GBPJPY AUDJPY 

Res2 1.4026 1.5680 93.70 1.1200 0.9405 1.0759 127.00 143.00 86.20 

Res1 1.3840 1.5524 91.51 1.0859 0.9329 1.0250 125.40 138.23 83.70 

Sup1 1.3640 1.4974 88.00 1.0650 0.8950 0.9977 120.00 131.40 80.36 

Sup2 1.3450 1.4780 84.83 1.0300 0.8560 0.9826 115.90 127.00 76.50 
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Our outlook 

Pair Our strategy Today Our medium term forecast 

EURO Tested the 1.3840 this morning, but 

failed, possible test of 1.3640 

support 

Our target of 1.3830 basically hit as the high this 

morning was 1.3817. We stand aside for the 

moment 

Cable Bullish break above 1.5220, buy dips 

above this 1.5220 breakout level  

Came within striking distance of our 1.47 short 

target, most likely for a run higher this week 

USDJPY Bullish above 88, key resistance up at 

91.34 

 Bullish longer term, but Japanese year end flows 

should limit upside, we stay cautious until end of 

month  

USDCAD Bearish below 1.0250  Broke below 1.02, next target is  

EURJPY Weak below 124.25  

AUDJPY Stand aside Test of 82  

GBPJPY Bearish below 138.23 Our 135 target hit, stand aside  

AUDUSD Bullish above 0.9050, buy dips Our 0.92 target hit this morning, we stand aside 

 

 
Risk Warning: Any information in this report is based on data considered to be reliable, but no 
representations or guarantees are made by Avantage Financial GmbH with regard to the accuracy of 
the data. This information is provided on condition that we accept no responsibility, legal or other for 
its contents. We, including our directors, officers, employees or publishers, disclaim all liabilities. Any 
statement constitutes only current opinions, which are subject to change. Neither the information 
nor any opinion expressed shall be construed to be, or constitute an offer to sell or a solicitation of 
an offer to buy any investments mentioned herein. Regardless of the account type you choose, there 
are risks inherent in trading, including the risk of loss greater than the original investment. The 
opportunity for profit creates a corresponding risk of loss. Anyone wishing to invest in any of the 
products mentioned should seek their own financial or professional advice. Prices can go down as 
well as up. Past performance is no guarantee of future results. 


