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28th Jan-2008, Page 1
A look at the charts of some of the Asian currencies, ie..The Korean Won, Taiwan Dollar, Singapore Dollar and the Indonesian Rupiah.
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n Won (USD-KRW) @ 944.25

Recap:

In our last report dated 19-June-07, when the USDKRW was 929, we had suggested a target of 922.3 on a break below 926. The USD fell to a low of 899.50 on 31-Oct-07. It then bounced back to 958.00, and has fallen back subsequently to the current level of 946. Reportedly the BOK said, “The current sharp fall in the Won is unlikely to continue”. 

Long Term (3-4 Months): Ranged within 960.00 and 900.00

Unlike most other currencies, the Korean Won has been weak against the Dollar since November-07, when it hit a high of 899.50. KRW then fell to a low of 958.00 in Jan-08. 

In the weekly chart given above, note that the USD-KRW topped at 958.00 just above its 2007 high of 952.00. Importantly BOK reportedly thinks that “the Won is weak near 958.00”. 

This shows that BOK intends to keep the Won in a range of 900.00 and 960.00, this may last for of the first few months of 2008. Note the 200-Day MA at 927.13 is relatively flat (yellow line above), indicating a ranging market for the next few months.

6-Weeks: Support is at 940.00 

USD-KRW rallied from a low of 899.50 (Nov-07) to a high of 958.00 earlier this month and it has started a “correction”. This correction has an important trendline Support at 940.00, a break below which could trigger a fall towards the 200-Day MA of 927.00. The interim Support is expected at 935.00. 

On the uspide the Resistance is at 955.00 – 958.00 which is likely to hold over the next 6-weeks. 
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Taiwan Dollar (USD-TWD) at 32.30
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Recap:

In June we had noted a strong Resistance for USDTWD at 33.53-60, which we had expected to hold. It did indeed held and had a sharp fall over the next 9 months to a low of 32.16 earlier this month, exactly along the expected lines. 

3-4 Months: Strong Support near 32.20, which is likely to hold. Bullishness Likely

After the fall in the last 9 months, USD-TWD has come to its very long-term trendline Support of 32.20, which has been tested earlier this month already, as seen in the chart above. A break below that may not be easy and a rally towards 33.00 and above may be seen in the next 3-4 months. The expected upmove would get a boost on a sustained move above 32.58-60. 

However, in case there is a break below 32.20-18, then a fall towards 31.50 may be seen. 

6-Weeks: Buying on dips towards 32.20-16 expected

In line with the longer-term view, we expect buyers in USD-TWD on dips towards 32.20-16, which was the recent low near the long-term trendline Support. On the upside the immediate Resistance is near 32.57-60 and a rally above that could give the upside momentum. We expect buying on dips over the next few weeks. 

Note that the pair is close to breaking its trendline Support, however it is still not convincing enough. A sustained move below 32.00 would convince us of a break we would be targeting 31.50 then. However, our preferred scenario is that 32.20 holds as a Support. 
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Singapore Dollar (USD-SGD) at 1.4192


Recap:

In our June report, we had called for a fall towards 1.5090, as compared to the then rate of 1.5354. Our view proved correct, as the pair has subsequently plunged and is currently near 1.4200. 

3-4 Months: Fall towards 1.3900 and then a bounce from there

USD-SGD has had a very sharp fall in the last 6 months, and is currently trading at its lowest level in over 10 years. The pair still looks bearish and a further fall towards its 1995 low of 1.3905 cannot be ruled out over the next 3-4 months. 

However, one must also note that the pair is oversold and some upward correction towards 1.4500 cannot be ruled out also. As such, from the current levels, the risk-reward ratio is equal. 

In any case, a move above 1.4500 is required to signal that a rally towards 1.4900 is underway. Our preferred view is of a fall towards 1.3900 before a rally towards 1.4500. 

6-Weeks: Fall towards 1.3905 

USD-SGD is currently trading near its lowest level in 10 years and continues to be bearish. Further fall towards 1.3900 cannot be ruled out over the next 6 weeks, keeping in mind the strong downward momentum that the pair is having currently. 

A sustained move above 1.4350 is needed to question the potential for further downside over the next few weeks. 
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Indonesian Rupiah (USD-IDR) at 0.9348

Recap:

Our expectation of an eventual fall in the USD-IDR towards 0.8350, as expressed in the June-07 report turned out to be wrong and the pair rallied to a high of 0.9485 in Aug-07, and then again at 0.9488 in Jan-08

3-4 Months: Critical time! Support at 0.9300

USD-IDR is currently near an important Support. In January-08, the pair topped out at 0.9488, which was also near its 2007 high, as seen from the chart above. A fall has been 

subsequently and the pair is near its important trendline Support from May-07, which is at 0.9300. A break may not be seen immediately as there is still time remaining before the two trendline shown in the above chart converge. 

If a bounce is actually seen from 0.9300, then we could see some range bound trading between 0.9300 and 0.9500 before fresh direction either side. On the other hand, a sustained break below 0.9300 would open the probability of a fall towards 0.9050 over the next few months. 

6-Weeks: Support at 0.9300

In line with the larger view, the pair is currently just above an important Support at 0.9300 on the trendline shown above. We think that this could hold, keeping in view the strong Support near 0.9300. However, if this is broken a fall towards 0.9250 may be seen. Below that the 200-Day MA would provide Support near 0.9188. 

If 0.9300 holds, a rally towards 0.9488 may be seen over the next few weeks. 
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