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AUD Special Report

The RBA has today decided to leave interest rates on hold at 3.75%. The over-riding market expectation was
for a 25bp hike, and the FX market has reacted accordingly. (see chart below).

At FX Market Report, this does not come as surprise to us, given that recent CPI data was weaker than
expected and asset markets around the world have suffered over the past 2 weeks. Our daily report proposed

selling the overnight relief rally.

Moves in China to tighten liquidity and cool the economy will have caused policy makers at the RBA to
reconsider putting the brakes on at this point in time.

Despite strong overnight manufacturing data from the U.S.A, Europe and China — the RBA will want to see
further evidence of a global recovery before raising rates again.

Let’s not forget that the previous RBA statement had indicated that rates were now at their ‘normal’ level —
when taking into consideration bank margins.

Note: The accompanying statement does suggest that rate hikes are around the corner.

AUDUSD.,M3D 0.85206 0.65208 0.88068 0.88151 |

|LPX MT4, © 20012008 MetsQuotes Softvagre Corp. 3 & oo 5o booio o doboo b A b .
261202010 27 JenDHOD 27)en 1200 271en20:00 28Jan 040D 28Jan 12:00 28Jen 2000 29J)an 0400 291an 1200 29Jan 2000 1FebOH00 1Feb 1200 1 Feb20:00

15 min AUD/USD

Our feeling is that we would have seen a sell-off in the AUD whether the RBA had hiked 25bp or not, as 25bp was
so widely expected and undoubtedly priced into the market.

The lack of hike suggests that we are about to test the 0.8790 lows and then probably the 0.8730 support (see
chart below).

However, the accompanying statement does suggest that rate hikes are around the corner, and we would be
wary of being overly short at levels below 0.8700 — for now, and until we see a clearer direction on commodity
prices and the global recovery story.
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An over extension of this move (if it materializes), may allow for some cheap AUD/USD buying down at 0.8500
(ahead of 0.8480 support), although we do not recommend catching falling knives a period of congestion at that
level combined with an improving global recovery story may provide the opportunity for re-establishing long
AUD positions.

AUDUSD.,Daity 0.89149 0.63264 0.57577 0,85047 |

-

- | nsassn

- bs2030
- bs10s8
(- L 0:30105
‘- -- | 089130
=

- - | 086255

J---| p.gsasn
T

| pp4330

- | ng3zss
-} o.s2403
-} o.s1430
- | v.s0asn
-} 0.79508
-} o@sss

i--- | 0.77580

4RN2009 23N ZN8 123ul2009  30MI2009 15 Aug2009 6Sep2009  24Sep2009 130Gt2009 1Nov200F 19 Now 2008 8§ Dec2009 27 Dex 2009

Daily AUD/USD

0.76630

Disclaimer: This information has been prepared by www.FXMarketReport.com. To the extent permitted by law no member of
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