
 

 

Opportunities to position for a cyclical downturn are starting to present themselves but we patiently follow Ned Davis’ rule, “Listen 
to the cold, bloodless verdict of the market”. Until key levels are broken and probabilities shift in our favour we won’t look to fade 
any strongly trending markets. 

 

Oil and copper’s trend and momentum look to be dwindling as positioning signals a tired market as we approach significant tech-
nical resistance. Instead of shorting oil or copper at these levels we have identified trades that will benefit from lower commodity 
prices but do not require them. USD has broken key technical levels which presents opportunities to be long.  

 

Long USD vs cyclical currencies (AUD, NZD, GBP and CAD) is a great way to express our view that: 1) risk sentiment may continue 
to decay, 2) US equities outperform RoW on a relative basis and 3) a cyclical downturn and stronger USD pull down commodity pric-
es.  

 

Short AUD and GBP has our highest level of conviction as both currencies are structurally weak and perform poorly in an environ-
ment where 1) risk is supported and policy normalises or 2) risk deteriorates.  
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Oil testing crucial technical levels 
 
Oil priced in CNY and DXY have both broken and tested multi-year resistance levels. Until there is a close below these support levels 
oil prices should continue higher. I hold a bearish fundamental view on oil but no matter how good a narrative I could spin to short 
oil this technical set up screams higher prices.   
 

Source: Tradingview 



 

 

Open interest turned lower but positioning is still extreme 
 
Until the upward trend channel is broken expect to see prices continue to drift higher lacking any punch due to extreme positioning 
which will have to unwind at some point, but trying to fight that seems like a low probability trade. Given the context there are su-
perior trades which will greatly benefit if my bearish fundamental bias plays out but does not require lower oil prices. 

 

Source: Tradingview 



 

 

Probability has shifted in favour of a sharp USD rally 

 

Divergence formed at the recent low and the trend line in the DXY inflection points model has been broken which in the past has 
been followed by a sharp broad-based USD rally. 

Source: Tradingview 



 

 

Short AUDUSD is an excellent way to position for a cyclical downturn, a stronger USD and potentially lower commodity prices 

 

AUDUSD has increasingly become more sensitive to oil and copper prices since AUDUSD peaked. The multi-month rise was driven pri-

marily by USD weakness and  AUD underperformed most of the other DM’s. AUDUSD is on track to breaking its multi-year corrective 

pattern. 

Source: Tradingview 



 

 

AUDNZD signals that being short NZDUSD may have a greater return potential over the medium-term 

 

AUDNZD is testing support levels and if the downtrend is broken with a daily close above the trend line we would shift our bias to be-

ing short NZDUSD as well as AUDUSD.  

Source: Tradingview 



 

 

Tall order for GBPUSD to break resistance 

For the trend in GBPUSD to continue risk needs to remain supported,  the BoE will need to be hawkish continuing to raise rates (which 

will lead to a flatter yield curve which will eventually work against the GBP) and growth needs to be strong. This seems like a tall order 

given the current conditions. GBP sensitivity to oil and ACWX (MSCI ACWI ex-US) has picked up leaving GBPUSD highly vulnerable to a 

cyclical downturn.  

Source: Tradingview 



 

 

“Sometimes you’ve just got to lick the stamp and send it”, Daniel Riccardo 

GBP is structurally weak and is a high conviction short but the trend is strong (until it isn’t). The return potential being short GBPUSD 

is mouth-watering but there is no need to be a hero and fade this technical trend structure until there is a daily close below the trend 

line. 

Source: Tradingview 



 

 

 
Long USDCAD is a great way to express our views that US equities outperforming RoW (even though the correlation has broken 
down), the USD strengthens and oil prices don’t push up much higher from here. Longer-term, rate differentials should work in 
favour of a higher USDCAD but there are better long USD trades on offer. Current levels do offer a good entry level though. 

Source: Tradingview 



 

 

A daily close above the short-term down trend line provides an asymmetric trading opportunity 

A rectangle has formed at a key technical level which needs to hold for USDCAD to trade higher. A daily close below 1.25 would signal 

the higher low formed in February may have just been part of a corrective pattern and USDCAD will weaken. Our bias though is this is 

a great technical level to look to enter long once the short-term trend line is broken. 

Source: Tradingview 



 

 

DISCLAIMER 
 

STONEWATER CAPITAL MANAGEMENT PTY LIMITED (ABN 62 612 374 688) IS REGULATED UNDER ASIC. PLEASE BE AWARE THAT ALL 

TRADING ACTIVITY IS SUBJECT TO BOTH PROFIT & LOSS AND MAY NOT BE SUITABLE FOR YOU. PAST PERFORMANCE IS NO GUARAN-

TEE OR RELIABLE INDICATION OF FUTURE RESULTS. ALL ADVICE AND EDUCATION CONTENT IS OF THE NATURE OF GENERAL INFOR-

MATION ONLY AND MUST NOT IN ANY WAY BE CONSTRUED OR RELIED UPON AS LEGAL, FINANCIAL OR PERSONAL ADVICE. NO CON-

SIDERATION HAS BEEN GIVEN OR WILL BE GIVEN TO THE INDIVIDUAL INVESTMENT OBJECTIVES, FINANCIAL SITUATION OR NEEDS OF 

ANY PARTICULAR PERSON. THE DECISION TO INVEST OR TRADE AND THE METHOD SELECTED IS A PERSONAL DECISION AND INVOLVES 

AN INHERENT LEVEL OF RISK, AND YOU MUST UNDERTAKE YOUR OWN INVESTIGATIONS AND OBTAIN YOUR OWN ADVICE REGARD-

ING THE SUITABILITY OF THIS PRODUCT FOR YOUR CIRCUMSTANCES. STONEWATER CAPITAL MANAGEMENT PTY LTD OR RELATED 

ENTITIES WILL NOT ACCEPT ANY LIABILITY FOR LOSS OR DAMAGE HOWEVER CAUSED BE IT ACCIDENTAL, CONSEQUENTIAL, DIRECT OR 

INDIRECT, AS A RESULT OF THE MISUSE OF THE INFORMATION CONTAINED HEREIN. PLEASE ENSURE YOU OBTAIN, READ AND 

PROPERLY CONSIDER THE CURRENT PRODUCT DISCLOSURE STATEMENT PRIOR TO ACQUIRING THE PRODUCTS REFERRED TO HEREIN, 

SO THAT YOU ARE FULLY INFORMED REGARDING THE KEY RISKS AND COSTS. STONEWATER CAPITAL MANAGEMENT PTY LTD, ITS DI-

RECTORS, EMPLOYEES AND ASSOCIATES MAY, FROM TIME TO TIME, DEAL IN ANY FINANCIAL PRODUCTS MENTIONED IN THIS DOCU-

MENT (OR DERIVATIVES OF THEM), AND MAY EARN BROKERAGE, FEES OR OTHER BENEFITS FOR THOSE DEALINGS.   


