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AUD/USD heading south

• Relative to most of the anchors we 
consider when determining the near-term 
outlook for AUD/USD, we find that the 
AUD currently looks expensive. 

• The AUD has gained more than 7% 
against the USD after AUD/USD reached 
a low of 0.78 on 17 September, and is 
now trading above 0.84 on a rise in 
commodity prices.   

• In our latest FX forecast update from 
15 September we set our one-month 
AUD/USD forecast at 0.83, well above 
spot, looking for a short-term correction. 
We have now seen this correction, but 
given recent market developments, we 
believe that the recent rise in AUD/USD 
has been excessive. 

• Our short-term financial model, which 
uses the relative slope of the yield curve, 
stock markets, energy and a carry-to-risk 
measure as inputs, currently has  a 
predicted value of 0.81. The current spot 
rate is close to 2 standard deviations 
away from the model estimate. 

• Finally, we consider the global macro 
outlook as consistent with a continued 
decline in the AUD, particularly our 
expectations about a further slowing of 
the global economy, persistent high 
volatility and continued deleveraging.  

• We recommend selling AUD/USD spot at 
0.8417 with a target of 0.81 and a stop at 
0.859. 
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Trade recommendations

Directional trades

Open Start date Level Now Target Stop P/L (incl carry)

Sell EUR/NOK 19/09/08 8.265 8.176 8.120 8.360 1.10

Sell AUD/USD 23/09/08 0.842 0.842 0.810 0.859 -0.01

Recently closed Start date Level Exit date Level P/L (incl carry)

Buy USD/SEK 22/08/08 6.305 2/9/08 6.500 3.02

Buy CHF/CZK 27/08/08 15.210 8/9/08 15.520 2.01

Sell USD/JPY 03/09/08 108.60 15/9/08 105.62 2.76

P/L 2008 17.21% Open 1.10% Closed 16.11%

# of trades * 117 # of trades  2008 32

 - average net gain 0.42%  - average net gain 0.54%

 - batting average 0.53  - batting average 0.56

* Since 17 November 2005
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Model prediction at 0.81
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AUD drivers
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• Disclosure
• This report has been prepared by Danske Research, which is part of Danske Markets, a division of Danske Bank. Danske Bank is under supervision by the Danish 

Financial Supervisory Authority. 

• Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high quality research based on research objectivity and 

independence. These procedures are documented in the Danske Bank Research Policy. Employees within the Danske Bank Research Departments have been instructed 

that any request that might impair the objectivity and independence of research shall be referred to Research Management and to the Compliance Officer. Research 

analysts are remunerated in part based on the over-all profitability of Danske Bank, which includes investment banking revenues, but do not receive bonuses or other 

remuneration linked to specific corporate finance or dept capital transactions.

• Danske Bank research reports are prepared in accordance with the Danish Society of Investment Professionals’ Ethical rules and the Recommendations of the Danish 

Securities Dealers Association. 

• Financial models and/or methodology used in this report

• Recommendations and opinions in this research are formed based on a combination of Danske Bank’s regression models using macroeconomic fundamentals and 

financial variables as input and a general market assessment. Various statistical methods are used to evaluate the market. Standard option pricing models are used in 

respect with derivatives. 

• Risk warning

• Major risks connected with recommendations or opinions in this report, including as sensitivity analysis of relevant assumptions, are stated throughout the text.

• Expected updates

• FX Crossroads is updated every week.

• Disclaimer
• This publication has been prepared by Danske Bank for information purposes only. It is not an offer or solicitation of any offers to purchase or sell any securities, 

currency or financial instrument. The evaluations, calculations, opinions and recommendations of the publication should not replace the making of own opinions about 

whether to make any such transaction. Whilst reasonable care has been taken to ensure that its con-tents are not untrue or misleading, no representation is made as to 

its accuracy or completeness and no liability is accepted for any loss arising from reliance on it.

• Danske Bank, its affiliates or staff may perform business services, hold, establish, change or cease to hold positions in any securities, currency or financial instrument 

mentioned in the publication. Additional and/or updated information is available from Danske Bank. This publication is not intended for private customers in the UK or 

any person in the US. Danske Bank is regulated by FSA for the conduct and investment business in the UK and is a member of the London Stock Exchange.

• Copyright © Danske Bank A/S. All rights reserved. This publication is protected by copyright and may not be reproduced in whole or in part without permission.

• This report has been prepared by the correspondent of Auerbach Grayson & Company Incorporated (“AGC”) named above on the date listed above. we are distributing 
this report in the U.S. and any U.S. person receiving this report and wishing to effect transactions in any security discussed herein, should do so only with a 
representative of Auerbach Grayson & Company Incorporated. Additional information on recommended securities is available on request.


