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“Quantitative approach for asymmetric results”

AUDJPY gives hints to those who look for them

Figure 1: AUDJPY monthly chart

The AUDJPY seems to be behaving in a similar fashion to the 2005 – 2007 period.
Basically back then and since 2010 to these days, the pair has been inserted in a considerably
wide sideways movement between 0.75 – 0.90 and only recently it has broken on the upside.
If similarities continue, this recent upward movement (and the next one that should be coming
soon) should be interpreted as the final stage of the current bull market; this finds confirmations
also in a general market cycle pattern, where commodities (and the Australian dollar is a good
proxy) tend to perform at their best (see Figure 2).
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Figure 2: Market cycle pattern

This is generally true, but if we compared the pair to the commodities, I think we get even more
interesting information on the macro situation we are currently in, see Figure 3 here below.

Figure 3: AUDJPY and DJ UBS commodity index monthlychart

In fact it seems that the pair is performing much better than the real commodities which may
suggest we are already in the euphoria stage in financial markets, as the business cycle that
commodities are suggesting is a slowing, not an accelerating one.
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However, short term the behaviour of the pair both on the monthly and the daily charts are calling
for short term strength, therefore I expect the pair to arrive around 0.9770 from now to late August.
Main reason for this can be found on the daily chart, in which a bullish head and shoulders can be
found in the price action going from the beginning of April to these days. We will have the final
confirmation that this pattern is working only at the violation of the neckline at 0.956.

Figure 4: AUDJPY daily chart

After this short term renewed bullish movement there could be the chance that an inversion will
materialize. This is well explained on Figure 3 where the Oscillator (the indicator below the chart) is
much weaker (smaller) than the April-May period: this means that this new upward movement is
happening with no strength at all, typical of an ending pattern (you can see on the same Figure 3
the previous October-December movement).
The overall movement that started from the 2009 looks like more of a bullish but corrective
structure rather than a healthier bullish impulsive structure: to better understand what I am talking
about, you can see below (Figure 4) how different the pair behaved from 2001 to 2007 compared
to the 2009 to today. If that proves to be correct, then the real trend is downward and therefore I
would expect the pair to at least enter again the usual 0.75 – 0.90 channel.
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Figure 4: AUDJPY monthly chart

Concerning the other side of the pair, the Japanese Yen could see a further devaluation due to two
main factors:
1. first one, the behavior of the currency due to the massive quantitative easing put in place by the
Bank of Japan
AND
2. since the Japanese yen is also a safe heaven currency, a renewed interest for risky assets
should trigger some selling pressure on safe assets, Yen included.

It is important to have a plan A but also a plan B. In this case my plan A is what I just wrote above.
However the overall structure may change if the pair will break the previous high set at 1.05: in this
case a complete new analysis should be performed and the plan B should call for renewed
strength to higher figures and most likely postponing and resizing the next downward leg both in
terms of time (months) and price (depth).
On the other hand if selling pressure should materialize almost immediately with the breaking of
the May low set at 0.9347, then again I wouldn’t consider the reaching of the 1.05 level but would
be set to profit from a possible wider downward movement.

4

Mr. Maggioni has been working in the financial markets for the
last 15 years covering different roles and working in tier 1
consulting companies and banks worldwide.
In recent years his studies have been focused on the psychoemotional aspects of trading and how those aspects have an impact
on traders’ behavior.
Before starting this venture, he was head of a hedge fund desk at
HSBC Private Bank in Monaco and before that he was employed
at Credit Suisse Asset Management (CSAM) in Zurich covering
the in-house single manager hedge funds.
Most of his experience in hedge funds was gained while working
in a Swiss family office where he was in charge of the research
and analysis as well as due diligence for US and European hedge
funds. He also performed quantitative analysis and portfolio
construction for several funds advised by the family office.
Prior to that he worked as an external consultant for KPMG
Financial Services in the Milan office. In 2002 he has been hired
by Ernst & Young LLP, San Francisco as auditor for hedge funds,
auditing large single funds and fund of funds. In 2000 he joined
Ernst & Young in Milan as an auditor for mid-sized companies.
Mr. Maggioni holds an MBA from IUM and a Portfolio
Management degree from the University of Chicago GSB.

Useful Links:
European Central Bank:
www.ecb.int
Bank for International Settlements:
www.bis.org
International Monetary Fund:
www.imf.org
Federal Reserve:
www.federalreserve.gov
US CFTC
www.cftc.gov

Disclaimer
Nothing in this report constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise
constitutes a personal recommendation. It is published solely for information purposes, it does not constitute an advertisement and is not to be construed as a solicitation or an offer to buy or sell any
securities or related financial instruments in any jurisdiction. No representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the
information contained herein, nor is it intended to be a complete statement or summary of the securities, markets or developments referred to in the report. The writer does not undertake that investors
will obtain profits, nor will it share with investors any investment profits nor accept any liability for any investment losses. Investments involve risks and investors should exercise prudence in making
their investment decisions. The report should not be regarded by recipients as a substitute for the exercise of their own judgment. Past performance is not necessarily a guide to future performance. The
value of any investment or income may go down as well as up and you may not get back the full amount invested. Any opinions expressed in this report are subject to change without notice.
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and trading
in these instruments is considered risky. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related instrument mentioned in this report. For
investment advice, trade execution or other enquiries, investors should contact their local sales representative. Any prices stated in this report are for information purposes only and do not represent
valuations for individual securities or other instruments.

5

