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Key Drivers for FY17/18: 

 Trade War and Geo-

political tension a driver 

of risk aversion 

 

 Continued strength in 

the US economy 

 

 Higher US rates has put 

pressure on Emerging 

Markets 

 

 Base Metals and Iron 

Ore lower  
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 The left hand chart shows the impact if an increase in US tariffs of 

10% is matched by affected trading partners  

 The right hand chart summarises the impact on all countries 

raising tariffs against all other countries (e.g. Europe raises tariffs 

not just on US imports but also on imports from Asia) 

 

 Announced & threatened US trade measures  Impact of large scale tariff increases 
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 Trumps popularity has 

risen back to the level  

seen when he was 

elected 

 

 Economy has been 

strong, N. Korea 

engagement and 

approach to China on 

trade has been popular 

with his constituency 

 

 Trump has no reason to 

back off trade tariffs 

unless popularity wanes 

and/or stock market 

takes fright 

 

(NB: Republicans can 

afford to lose no more 

than 30 seats in 

November mid-terms)   
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 Emerging Markets have 

been the big story for 

the AUD during 2018  

 

 AUD fall from >0.80 

coincided with start of 

global EM sell-off 

(EMCI) and later ADXY 

 

 Higher US rates and 

concerns over Chinese 

growth are likely to 

place further pressure 

on EM 

 

 Judged purely versus 

EM pressures, AUD 

should be closer to 0.70 
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 AUD is still the market’s 

preferred China/Asia 

economic & financial 

risk proxy 

 

 This is due to China  

with a huge amount of 

Agri product being sold 

to this market 

 

 Concerns over Chinese 

growth are likely to 

place further pressure 

on EM 

 

 No sign as yet of a firm 

‘line in the sand’ for 

PBoC tolerance of 

stronger USD/CNY  
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• Since the AUD float 

(1983) AUD/USD has 

averaged an annual 

trading range of 14c 

 

• The decline in equity vol 

in recent years has 

coincided with a 

narrower AUD trading 

range 

 

• If we enter a period of 

higher volatility, AUD is 

likely to trade in a wider 

range 
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 NAB’s Fair Value Model 

calculates a value for the 

AUD based on: 

– Interest Rates 

– Commodities 

– Risk appetite 

 

 NAB’s Fair Value Model 

suggest the AUD should 

be trading closer to 

0.7550 

 

 However this model does 

not take into account full 

extent of Emerging 

Markets Risk which has 

been a huge driver in the 

value of the AUD over the 

last year 
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 AUDUSD has been 

trading in a downward 

channel since the highs 

printed in January. 

 

 The bearish outlook will 

remain unless we see a 

break up through 

downtrend resistance 

and ultimately 0.7473 

(June/July highs and 

the 100 day moving 

average which has 

defined the recent move 

well). 

 

 Support comes in at 

0.7150/0.7200.  A break 

through these levels 

puts the Feb 2016 lows 

of 0.6825 at risk. 

 

 

 

AUDUSD – 2016 to today  

AUDUSD - 2018 
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National Australia Bank Limited (ABN 12 004 044 937), its related bodies and any officer, employee, agent, adviser or contractor thereof (“NAB”) do 

not warrant or represent that the information, recommendations, opinions or conclusions contained in this document ("Information") is accurate, 

reliable, complete or current. The Information has been prepared for dissemination to professional investors for information purposes only and any 

statements as to past performance do not represent future performance. The Information does not purport to contain all matters relevant to any 

particular investment or financial instrument and all statements as to future matters are not guaranteed to be accurate. In all cases, anyone 

proposing to rely on or use the Information should independently verify and check the accuracy, completeness, reliability and suitability of the 

Information and should obtain independent and specific advice from appropriate professionals or experts. The Information is not intended as an offer 

or solicitation for the purchase or sale of any financial instrument.  

This presentation is for discussion purposes only and may provide indicative terms and conditions which National Australia Bank may submit for 

credit approval to provide finance.  The issue of these materials is not intended in any manner, and should not be interpreted as, representing or 

creating any offer of financing or the provision of any financial accommodation, or that financing will be available on these or any other terms.  Any 

offer of finance is subject to satisfactory completion of National Australia Bank’s usual due diligence requirements and internal credit and pricing 

assessment processes.  These materials are also provided subject to legal advice, financial modelling and all necessary financing documentation. 

To the extent permissible by law, NAB shall not be liable for any errors, omissions, defects or misrepresentations in the Information or for any loss or 

damage suffered by persons who use or rely on such Information (including by reasons of negligence, negligent misstatement or otherwise). If any 

law prohibits the exclusion of such liability, NAB limits its liability to the re-supply of the Information, provided that such limitation is permitted by law 

and is fair and reasonable. NAB, its affiliates and employees may hold a position or act as a price maker in the financial instruments of any issuer 

discussed within this document or act as an underwriter, placement agent, adviser or lender to such issuer.  

The Information is governed by, and is to be construed in accordance with, the laws in force in the State of Victoria, Australia, and any dispute or 

claim arising from, or in connection with, the Information is subject to the non-exclusive jurisdiction of the courts of that State.  

Please be aware that any telephone calls to NAB may be recorded. If you would like more details regarding the privacy of your information at nab, 

please visit the nab website.  

The Information contained within this presentation that has been prepared is confidential and must not be disclosed to third parties without NAB’s 

consent.  
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