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The Dollar is Oversold, what kind of counter-trend/reversal can we expect
Following its persistent downtrend throughout 2017 and its strong sell-off year-to-date, the US Dollar seems Oversold vs 
most currency pairs. Indeed, since the early February Volmageddon sell-off, the Dollar is taking on a Flight to Quality sta-
tus.  Can it achieve more over the next 6 to 12 months on the back of the FED’s more hawkish monetary policy vs the ECB 
or the new tax plan, which should encourage capital repatriation, Foreign Direct Investments and more generally boost 
growth expectations.

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

Whereas you consider the 
move up since late 2016 

as the beginning of an uptrend 
(medium term oscillators; up-
per rectangle), or a mere coun-
ter-trend bounce (long term os-
cillators; lower rectangle), EUR/
USD should reach a top on both 
oscillators series sometime du-
ring H1 2018. The correction 
to the downside that follows 
could last between 2 and 5 
quarters or towards early or 
late 2019. Prices have reached 
our C Corrective targets up 
(right-hand scale) between 1.24 
and 1.36 (with rounding 1.2-1.4 
on the graph), which would sug-

gest that our upside corrective targets may have been completed (their lower end at least). 

EUR/USD 
Weekly graph or the perspective over the next 2-4 quarters

The Weekly graph is still 
somewhat unclear. Indeed, 

on the Bullish front, prices have 
made it above our C Corrective 
targets up and opened the door 
to much higher I Impulsive tar-
gets price targets up in the mid/
high 1.30s (right-hand scale). Our 
medium term oscillators (upper 
rectangle) would also leave some 
room for a further acceleration 
up towards mid-year / Q3 2017. 
That said, the more classic inter-
pretation of the current confi-
guration would be to consider 
it as an intermediate top in the 
making from a sequence that 
started in Q1 2017 (long term 

oscillators; lower rectangle). We would favor this second interpretation for now, at least into end Q1 / early Q2, and seek 
confirmation that a first leg down may start to weaken the uptrend in place since late 2016.
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USD/JPY
Daily graph or the perspective over the next 2 to 3 months

Last month, USD/JPY broke 
through crucial support 

around 1.08-1.07, a level it 
had tested twice last year, 
in April and then early Sep-
tember. This downside break-
out does weaken the long 
term picture, yet shorter term 
an intermediate low may be 
in reach. Indeed, on both os-
cillator series (lower and upper 
rectangles), an intermediate 
bottom is expected during the 
first half of March. Although 
over the next few days, a bit 
more patience may be required 
(our I impulsive targets down 
could still justify short term risk 

towards the 1.04 – 1.01 range; right-hand scale), the bounce that may then follow could last several weeks toward early, 
perhaps late April. Given our current level of historical volatility “Delta” (here at 7.757 figures; middle rectangle, right-hand 
side), it could amount to between 4 and 6 figures (or 0.5 to 0.8 times “Delta”) for a start.
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EUR/USD
Daily graph or the perspective over the next 2 to 3 months

On the Daily graph, EUR/
USD may now have com-

pleted a full sequence up on 
our long term oscillators (lower 
rectangle), and as indicated 
by our Automatic Messaging, 
these are now in a High Risk 
position. On the price target 
front, our  I Impulsive targets 
up (right-hand scale) were also 
recently achieved (1.22 – 1.26 
range). Hence, the move up 
since last year is theoretical-
ly exhausted.  For now, the 
correction to the downside is 
rather lateral, and at high le-
vels. Our corrective targets to 
the downside (right-hand) sug-

gest that once/if it accelerates, it could reach the 1.20 to 1.17 over the next 1 to 2 months. Shorter term, our medium term 
oscillators, would suggest one last upside attempt over the next couple of weeks. Following that, the correction down 
could initially last into mid April. It will be crucial to watch how much downside potential can be achieved until then. 
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USD/JPY
Weekly graph or the perspective over the next 2 to 4 quarters

Our medium term bullish 
projection on USD/JPY, 

towards late Summer could 
still materialise (as shown on 
our medium term oscillator; 
upper rectangle). That said, 
before we can reconfirm it, 
more patience is required, as 
USD/JPY first needs to climb 
out of the current Dip. Indeed, 
the downtrend sequence we 
currently show on our long 
term oscillators (lower rec-
tangle) is quite negative, while 
the potential downside risk 
towards our I Impulsive tar-
gets down (95 – 85 range) is 
compelling. Obviously if we do 

break below 100 (2016 lows) any bullish projection will probably be invalidated. That said, until then, we remain construc-
tive: first we would need to see a good reaction to the upside on the initial low we show during Q1 on our medium term 
oscillators (upper rectangle), then following some retracement early Q2, a higher low could materialise during Q2 and serve 
as a base for a move up towards mid/late Summer.   
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USD/JPY
Bi-monthly graph or the perspective over the next 1 to 2 years

Looking at the longer term 
picture, 1 to 2 years out, the 

sequences we show on both 
oscillator series are downtren-
ding. They could both extend 
lower towards 2019 and 
beyond. For example, on our 
long term oscillators (lower 
rectangle), the sequence has 
failed to pursue its uptrend 
sequence started in 2012 (i.e. 
currently making lower highs 
that the ones achieved in 2015 
on our black, long term, oscilla-
tor). Such situations will usually 
keep prices under pressure for 
1 to 2 years on a bi-monthly 
graph. On our medium term 

oscillator (upper rectangle), the situation is also downtrending, possibly towards late 2019/2020, yet shorter term, it is 
approaching an intermediate low. These can usually trigger counter-trend bounces that can last 2 to 3 quarters (possibly 
towards the Summer, perhaps the Fall 2018). Following that, our C Corrective to the downside (right-hand scale) would 
suggest price targets below 100 in 2019 / 2020, with the next support levels towards 92.
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AUD/USD
Weekly graph or the perspective over the next 2 to 4 quarters

The uptrend on AUD/USD, 
which started early 2016, never 
managed to break above our 
C Corrective targets up (right-
hand scale), i.e. it remains be-
low 0.82. Furthermore, this 
weak uptrend has now met 
important intermediate tops 
on both our oscillator series 
(lower and upper rectangles). 
These should put downside 
pressure on AUD/USD towards 
April (medium term oscillators; 
upper rectangle) and potential-
ly towards the Summer (long 
term oscillators; lower rec-
tangle). Hence, taking the lon-
ger term view, one may consi-

der that following 2 years of unconvincing positive price actions, AUD/USD may be getting ready to resume lower. A 
move above 0.82, in Q2 for example, may lead us to review this negative projection, especially if the rebound we show from 
early Q1 on our medium term oscillators (upper rectangle) is stronger than currently projected.

USD/CAD
Weekly graph or the perspective over the next 2 to 4 quarters

Turning to other Dollar pairs, 
we first look at the USD vs 

CAD on a Weekly basis. Since 
early 2016, the pair has been 
very much inversely correlated 
with reflation trades. On our 
long term oscillators (lower 
rectangle), an important inter-
mediate low was made early 
this year. It may lay the basis for 
a potential reversal up, which 
could last towards year-end. 
That said, our medium oscilla-
tors (upper rectangle), as with 
EUR/USD, still suggest one last 
period of USD weakness during 
Q2. Hence coordinating both, 
we would probably expect 

that the current rebound continues until end Q1, before a last move to the downside materialises towards mid year. On 
the target front (right-hand scale), holding above 1.25 would be reassuring for the USD vs CAD, as below that, our I Impulsive 
targets down could justify much more downside.
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USD/CHF
Daily graph or the perspective over the next 2 to 3 months

USD/CHF has recently been 
quite similar to USD/JPY. 

Both have regained some of 
their defensive historical bias 
over the last 3 months. On 
our long term oscillator series 
(lower rectangle), USD/CHF 
may have made an interme-
diate bottom mid February. 
It could now bounce towards 
early April. On our medium 
term oscillators (upper rec-
tangle), the rebound could at 
least hold until early April. 
In general, USD/CHF could 
bounce towards the 0.96 - 
0.98 range until early April (C 
Corrective targets up; right-

hand scale). Following that, further retests to the downside are possible during the Spring.

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

Cable is quite similar to EUR/
USD, yet more cyclical. On 

our long term oscillators (lower 
rectangle), it has probably 
reached a “High Risk” zone 
as confirmed by our Automa-
tic Messaging. Such situations 
usually lead to 2 to 3 months 
of consolidation in an uptrend 
(to the downside or sideways). 
On our medium term oscil-
lators (upper rectangle), we 
would expect a further push up 
towards mid March and then 
a new period on correction 
to the downside towards mid 
April.  During this period, GBP/
USD could first retest up into 

its I Impulsive targets to the upside between 1.39 and 1.43, and then move lower again towards its C Corrective targets 
down in the 1.38 – 1.35 range (right-hand scale).

Concluding remarks

Against most currency pairs, the US Dollar currently seems Oversold. On some, it may have bottomed mid February, 
on others, a further short term retest may materialise until mid March. Following that, we would expect a further 

bounce into April. Longer term, although quite oversold, the US Dollar may see a further period of retracement and 
downside re-tests during mid/late Q2.  Considering this risk, it may still be a bit too early to enter USD directional trades. 
We would however consider to take profit on US Dollar bearish bets on any weakness over the next 2 weeks, and pos-
sibly put in some asymmetric bets to profit from the rebound. 21


