MJT blogposts

1st September 2020

The USD should remain under pressure until
late Q3, perhaps even into Spring next year
Executive Summary
• The EUR/USD exchange rates may have plugged a secular low
in March on our long term bi-monthly graph. At least, the
configuration suggests a continuation of the current bounce
into early next year. These dynamics are similar to other antiUSD trades such as cyclical assets, Commodities or Emerging
Markets.
• Shorter term, we expect further upside into late September
/ early October, possibly up to 1.22, then 4 to 7 figures of
correction into mid/late Q4, and finally a further leg up into
next Spring, potentially towards the high 1.20s. Other anti-USD
trades should follow similar dynamics

All opinions, news, research, analyses, prices or other information in this article are provided as
general market commentary and do not constitute any financial advice. No economical business
decisions should be based solely on the content of this article.

For more information on our services and methodology:
www.mjtsa.com
Jean-Francois Owczarczak
CEO, Management Joint Trust SA, Geneva, Switzerland
email: jfo@mjt.ch, phone: + 41 22 328 93 33
www.mjtsa.com 					

Copyright ©1985 – Management Joint Trust SA

EUR/USD
bi-monthly graph or the perspective over the next 1 to 2 years

O

n our long term oscillators
(lower rectangle), EUR/
USD probably reached a Low
Risk position earlier this year.
It could justify 1 to 2 years of
correction to the upside, if not
a long term reversal. On the
targets front, downside targets
below 1.10 were reached
again in March without new
lows, which may hint to a
double bottom structure
between Q4 2016 and Q1
2020. On our medium term
oscillators (upper rectangle),
we can certainly confirm that
an important intermediate
bottom was made. Remains
to be seen however if the
bounce dies out at some point next Spring. In the meantime, the C Corrective targets to the upside we can calculate
are pointing to the 1.20 – 1.30 range (or 0.5 to 0.8 times our historical volatility measure “Delta”, here at 31.9 – middle
rectangle, right-hand side – added to the graph’s lowest point at 1.041). Theoretically, their higher end could be achieved
towards next Spring.

Copper Spot
bi-monthly graph or the perspective over the next 1 to 2 years

W

e aim to confirm
the likelihood of a
long term upside reversal
in EUR/USD with another
asset, which is usually
negatively related to the
US Dollar, and which may
also be in the process of
reversing up long term,
i.e. Copper. Indeed, its
reversal to the upside
since March has been very
strong. Similarly to EUR/
USD, we believe it may
have bottomed in a Low
Risk position on our long
term oscillators. This again
could justify 1 to 2 years of
correction to the upside at
least. On our medium term ones (upper rectangle), the initial bounce may extend into late this year / early next year, before
Copper eventually retests down. All in all, we expect Copper to probably hold up at least into next Spring, which probably
implies further upside for most risk assets until then, while the US Dollar could continue to weaken.
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MSCI Emerging Markets
Weekly graph or the perspective over the next 2 to 4 quarters

C

opper is very much
linked to China and
by extension to Emerging
markets. Similarly to EUR/
USD or Copper, Emerging
Markets topped out in
early 2018. This period
marked the end of the 2017
European recoupling story
(and the top of the Europe
Surprise Index) as well as the
beginning of the US- China
trade war. For most cyclical
assets, Emerging Markets
and Commodities, early
2018 was the beginning of
a 2 years downturn. We
believe that the climax low
made in March may have
plugged an important bottom and that Emerging Markets, cyclical assets and Commodities may have now started a long
term cyclical reversal to the upside. On this graph, the MSCI Emerging Markets has recently broken above the resistance of
its C Corrective targets to the upside (i.e above 1’080) and could now continue towards our I Impulsive targets to the upside
over the next 1 to 2 years (1’270 – 1’420 range, i.e. potentially new all-time highs). . On the timing front, both oscillator series
(lower and upper rectangles) would suggest more upside into late Q3 / early Q4, probably some retracement during Q4
and then a futher leg up into Spring next year.

Commodity Currencies vs the US Dollar
Weekly graph or the perspective over the next 2 to 4 quarters

C

ommodity currencies
(our equal weighted
portfolio comprising AUD,
NZD, CAD, NOK, ZAR, BRL,
RUB and CLP) are showing
a very similar profile vs the
US Dollar. Indeed, on our
long term oscillators (lower
rectangle), the climax low
in March corresponded
to an important Oversold
position, following two years
of a rather linear downtrend.
Going forward, while on
these long term oscillators,
we cannot exclude that
Commodity currencies could
roll-over again, between
now and next Summer, we
would rather favor the scenario we show on our medium term oscillators (upper rectangle), which points to further
upside into early Q4, some retracement during Q4 and then a resume uptrend situation into Spring next year.
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EUR/USD
Weekly graph or the perspective over the next 2 to 4 quarters

W

e now refocus on
EUR/USD and its
Weekly graph. Here also,
the 2 years of cyclical
downturn between early
2018 and early 2020 are
clear to see. All along,
the USD was the Growth
/ Defensive trade. The
huge fiscal and monetary
stimulus programs that
were launched in May
(by the FED, but also
globally) are probably game
changers. Indeed, the rapid
acceleration of EUR/USD
since May started with
the initial announcement
of the EuroZone stimulus
programs and the first hopes of EuroZone debt mutualization. EUR/USD is now above the resistance of our C Corrective
targets to the upside (not shown here anymore) and eyeing our I Impulsive ones in the 1-27 – 1.34 range over the next 1
to 2 years. With such strength, new lows into 2021 (as shown on our long term oscillators, lower rectangle) are probably
unlikely. We would hence favor the scenario shown on our medium term oscillators (upper rectangle). It points to
further upside into late Q3, a period of retracement during Q4, and then probably to new highs into next Spring.

EUR/USD
Daily graph or the perspective over the next 2 to 3 months

S

horter term, on its Daily
graph, EUR/USD may have
entered a High Risk position
on our long term oscillators
(lower rectangle). Yet, this
toppish zone may still extend
into late September. This
is what our medium term
oscillators (upper rectangle)
are confirming with a
further leg up probably
starting over the next week
or so (perhaps following
a
short
consolidation),
and extending into late
September, perhaps even
into October. EUR/USD may
reach up to 1.22 by then as
suggested by our I Impulsive
targets to the upside (right-hand scale). From early Q4, the pair may then correct down into November, possibly towards our
C Corrective targets to the downside, initially towards 1.15.
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Concluding remarks :
The EUR/USD exchange rates may have plugged a secular low in March on our long term bi-monthly graph. At least, the
configuration suggests a continuation of the current bounce into early next year. These dynamics are similar to other
anti-USD trades such as cyclical assets, Commodities or Emerging Markets.
Copper for example also seems to have made an important secular low in March. We believe it may have started a
longer term reversal to the upside.
Emerging Markets, after 2 years of a strong downtrend since early 2018 and a 40% loss on average, have rapidly reversed
up since March and recently broken out above their corrective targets. They could now be eyeing new all-time highs
over the next 1 to 2 years.
Finally, Commodity currencies, which are often considered a proxy for both Commodities and Emerging Markets have
also seen a strong reversal to the upside since March. We believe this strong rebound could continue into Spring next
year at least.
Shorter term, we expect all these trades, and EUR/USD, to continue higher for another month or so, probably into
late September / early October. EUR/USD may reach up to 1.22 by then. Some retracement may then materialize into
mid/late Q4. In absolute terms, it may appear quite important (between 4 to 7 figures probably), but will likely pale in
comparison to the rebound since March. Then, from mid/late Q4, we would expect a new leg up into next Spring on all
these anti-USD trades. EUR/USD may reach up towards the high 1.20s by then.
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METHODOLOGY
MJT’s proprietary methodology uses Timing Oscillators to help investors position themselves either in an uptrend or downtrend. It
will hence allow them to anticipate and project the future sequence of events. Coverage extends over 5’000 instruments, long term
to intraday, across all asset classes. Relative charts, Opportunity filters, Multi charts monitoring screens and a Portfolio Simulation
tool complete the functionality set. See below a description of What’s on the Chart, a Methodological brief and an outline of the
ideal Uptrend/Downtrend Models (read more on www.mjtsa.com)

Timing oscillators: Different prices cycles are captured by Trend direction: the direction of the large envelope will help you
our 3 Timing oscillators. Monitor how their relative positioning
defines specific situations (Cases) to always know where you
stand within the Trend (e.g. please see below the ideal Uptrend
Case succession sequence)

decide either to apply an uptrend or a downtrend model. Contacts
between the wider and thinner envelopes will help you anticipate
and confirm market turning points ( e.g. S&P500 bi-monthly, extracts
from the 2005-2011 period).

Price targets: based off historical volatility, they can highlight price
potential or risk and, once achieved, define take profit or stop loss
areas (e.g. below S&P500 in early 2011, Brent in October 2014).
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Ideal Uptrend Model

(left to right) from an oscillator black bottom (usually a Low Risk or a Case 2), the oscillators and prices will start moving up. An uptrend
is confirmed once a red top can be made above a blue one. The correction down that follows delivers a buying opportunity (“Resume
Uptrend”) followed by an intermediate top (Case 3). A new period of consolidation down or sideways then starts, ending with a Case 5
acceleration up towards an important top (usually a High Risk or a Case 1). For each time frame, a fixed time unit separates each timing
incidence, so that the distance between a blue and red top is usually X, the distance from the red to the black top is then 2X and the
distance between the first and second black top is 3 to 4X.

Ideal Downtrend Model

(left to right) from an oscillator black top (usually a High Risk or a Case 1) the oscillators and prices will start moving down. A downtrend
is confirmed once a red bottom can be made below a blue one. The correction up that follows delivers a selling opportunity (“Resume
Downtrend”) followed by an intermediate bottom (Case 4). A new period of consolidation up or sideways then starts, ending with
a Case 6 acceleration down towards an important bottom (usually a Low Risk or a Case 2). For each time frame, a fixed time unit
separates each timing incidence, so that the distance between a blue and red bottom is usually X, the distance from the red to the black
bottom is then 2X and the distance between the first and second black bottom is 3 to 4X.
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