
During the October risk asset sell-off, defensive currency pairs and crosses, USD/JPY, EUR/JPY, and EUR/CHF (and inversely EUR/
GBP) showed little downside (upside) momentum. This was quite surprising, yet we believe this situation is about to change. 

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

Despite the strong risk asset cor-
rection that took place in October, 

USD/JPY corrected down less than 3 fi-
gures. This is rather surprising given the 
Yen’s usual strong defensive bias. What 
both our oscillator series (lower and up-
per rectangles) are suggesting is that the 
uptrend may continue slightly longer 
probably towards mid/late November, 
at the latest early December. Following 
that, we expect the reversal on USD/
JPY to finally start to materialize. Until 
then (i.e. over the next couple of weeks), 
USD/JPY may attempt to retest its highs. 
It may even push into our I Impulsive tar-
gets to the upside between 115 and 118 
(right-hand scale). We would consider 
this move a last move up before USD/
JPY starts to reverse down towards 

year-end and our C Corrective targets to the downside. We calculate these towards the 111 – 108 range (or 0.5 to 0.8 times our 
historical volatility measure “Delta”, here at 7.711 – middle rectangle; right-hand side – subtracted from the recent tops).

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

EUR/JPY has also been quite resilient, 
especially when considering that 

EUR/USD has been quite weak since 
mid September. Similarly to the USD/
JPY graph above, both our oscillator 
series (lower and upper rectangles) 
are however suggesting that the Yen 
should start to strengthen again soon, 
probably from mid/late November. 
We would then expect EUR/JPY to 
move down towards year-end and 
then possibly into February. The I Im-
pulsive targets to the downside we 
can calculate over the next few mon-
ths would point to a range between 
125 and 121 (or 1.3 to 1.7 times our 
historical volatility measure “Delta” – 
here at 9.264; middle rectangle, right-
hand side – subtracted from the highest 
point of the graph at 137.2). This is 3 to 
6% lower than today.
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EUR/CHF
Daily graph or the perspective over the next 2 to 3 months

EUR/CHF is usually quite synchronised with 
EUR/JPY. It’s resilience since early October 

has also been quite surprising. Has the Swiss 
Franc lost its defensive bias? We believe not 
and would probably expect EUR/CHF to start 
resuming lower from the end of this month. 
This is what both our oscillator series (lower 
and upper rectangles) are suggesting. The 
move lower that follows will probably last 
into February, and the I Impulsive targets to 
the downside we can calculate would point 
to the 1.11 – 1.085 range over the next few 
months (or 1.3 to 1.7 times our historical 
volatility measure “Delta” – here at 0.0661; 
middle rectangle, right-hand side – subtrac-
ted from the graph’s highest point at 1.199).

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

Finally, we consider EUR/GBP, which is 
usually also quite defensive. Indeed, des-

pite all its problems, the EUR is historically 
less volatile than GBP and does tend to per-
form better during in risk-off periods. The 
final stages of the Brexit negotiations have 
also added quite a bit of volatility to the pair 
recently. Going forward, both our oscillator 
series (lower and upper rectangles) are sug-
gesting a similar timing on EUR/GBP than on 
the other defensive currency pairs mentioned 
above. These indicate that EUR/GBP could 
find a low towards the end of this month, 
possibly towards our I Impulsive targets to 
the upside in the 0.86 – 0.84 range (right-
hand scale) before its starts correcting up 
towards year-end and possibly early next 
year. We would probably expect it to reach 
back towards the upper end of its recent 
range, above 0.90, during this period.

Concluding remarks :

From the end of this month, we expect defensive currency pairs to start to strengthen in line with the further risk asset correction we 
expect, probably from late November towards February next year. During this period, USD/JPY may reach back below 110, EUR/JPY 

below 125 and EUR/CHF below 1.10, while EUR/GBP may climb back above 0.90. Shorter term, considering our cross assets scenario, a 
slight risk-ON bounce may still materialize over the next couple of weeks. It should die out towards the end of this month and defensive 
currency pairs should then strengthen for good.
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