
1 

GLOBAL FX STRATEGY  |  DAILY FX UPDATE 
Friday, February 12, 2021 

USD Picks Up Broadly as Risk Mood Sours 

• USD rises broadly in thin markets with risk-off tinge.

• CAD weakens to mid 1.27 with weak commodities tone.

• EUR trades lower around 1.21; Draghi amasses support.

• GBP drops below 1.38 but aims for fifth straight weekly gain.

• JPY climbs above 105, holds weekly gain after weak start to 2021.

• AUD and NZD under-perform; Victoria goes into ‘snap’ lockdown.

• MXN lags majors to move back above 20 after Banxico’s unanimous cut.

FX Market Update - The USD is trading broadly higher into the end of the week as 

short covering demand blunts the development of some otherwise USD-negative 

price action that was starting to develop over the past few days.  Risk sentiment has 

taken a dip, driving Asian and European markets modestly lower and putting US 

equity futures into the red.  Crude and gold are lower and major bonds are broadly 

higher in response to the softer risk tone.  While the USD has made progress 

overnight, gains are showing signs of slowing and perhaps reversing as the North 

American day gets going and price trends still rather suggest the USD rebound 

which has unfolded over the past few weeks is showing signs of flagging. More 

broadly, however, industry data showing record net inflows into stocks which are 

trading at or very close to record highs is drawing some attention, especially with the 

proportion of NYSE stocks trading above their 200-day moving average—a signal 

which is often used to reflect exuberance—at its highest level since 2009.  Although 

we expect the broader risk backdrop to remain well-supported amid loose fiscal and 

monetary policy settings, heightened equity market volatility would certainly spill over 

into FX.  With little data due today, the Lunar New Year limiting participation in 

markets overseas and a long weekend ahead in North America, trading may remain 

relatively subdued today. 

USDCAD (1.2741) • Softer crude and weaker risk appetite have combined to nudge 

the CAD a little lower on the session and perpetuate the broader USDCAD pivot 

around the 1.27/1.28 range for another week. Canada releases December 

Wholesale Trade figures a at 8.30ET (the street is looking for a 1.7% drop over the 

month) but we do not expect the data to have much impact on spot.  While CAD 

drivers have turned a little less constructive on the day, the overall backdrop remains 

constructive (given the underlying strength in commodity prices) we feel.  The CAD is 

struggling to strengthen at the moment but we do not expect USDCAD to push 

significantly higher at this point. 

USDCAD short-term technicals: Neutral/bearish—The USD’s steady rebound from 

the 1.2660/70 lows reached through mid-week is starting to run into some 

meaningful resistance in the mid/upper 1.27s where the 40-day MA resides (1.2757).  

Short-term price signals do suggest a possible top in development on the hourly 

chart right around this level, in fact.  Major resistance stands above the market at 

1.2820 (trend resistance off the March high).  Support is 1.2710 and 1.2660/70.     

EURUSD (1.2105) • The EUR is just slightly holding above 1.21 with the broad gains 

in the USD pulling it 0.2% lower in line with the decline in the non-commodity G10 

space. Draghi gained the support of the country’s largest party (Five Star Movement) 

yesterday and will likely present his cabinet choices to Pres Mattarella in the coming 

days to officially kick off his PMship. After staging a recovery from a drop under 1.20 

a week ago, the EUR struggled to extend its gains above the mid 1.21s area this 

week as the bloc’s sluggish pace of vaccinations likely dampens sentiment in the 

currency. We think it may be a few more weeks before clear bullish sentiment returns 

for the EUR, something that would be triggered by a more extensive economic 
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reopening in Germany and as the EU catches up to the UK and the US in the vaccines roll-out. Next week brings little in terms of on-

calendar risk until Thursday’s ECB meeting minutes and Friday’s Eurozone, French, and German PMIs. 

EURUSD short-term technicals: Neutral—The EUR’s rebound from under 1.20 faced firm resistance in the mid 1.21 area yesterday 

(touching 1.2149) which will continue to act as a strong ceiling (with 50-day MA at 1.2157) for the currency ahead of the next big figure. 

Equally, the EUR was well supported in today’s decline to just around 1.21 that, alongside the high 1.20s, should prevent an extension 

of this morning’s drop (mid-figure support follows). 

GBPUSD (1.3787) • Sterling fell under 1.38 overnight amid widespread declines against the dollar with a 0.2% drop on limited 

domestic drivers. The GBP is still relatively well-supported by improved economic prospects (thanks to vaccines) and markets awaiting 

BoE signals around tapering—and additional resistance to negative rates. Cable showed practically no reaction to Q4 GDP data 

released this morning that showed the UK economy expanded by a larger-than-expected 1% q/q (doubling the consensus median of 

0.5% q/q) as markets look past now stale data. The figures predate England’s third national lockdown at the turn of the year, which 

should be more clearly reflected in next Friday’s January retail sales and February PMIs. With virus restrictions not scheduled to be 

relaxed until March at the earliest, Feb data may still not inspire too much trading activity. The BoE ’s Ramsden speaks on “QE as an 

economic policy tool” on Wednesday and markets may be on the lookout for comments on tapering. Otherwise, it is a quiet week 

ahead for the GBP, which should follow the broad USD tone. 

GBPUSD short-term technicals: Neutral—The pound has steadily trended lower since its push above 1.3850 on Wednesday while 

showing limited signs that it will reverse its climb since last Thursday from below 1.36. The pound is still on track for a f ifth consecutive 

week of gains, holding a fairly bullish trend since early-Nov that has placed the 1.40 level in its sights. 1.3775/80 stands as support 

ahead of the mid-figure area where a firmer floor stands as the top of Cable’s range through late-Jan/early-Feb. Resistance is the Feb 

10 high of 1.3866. 

TECHNICALS: BUY/SELL SIGNALS AND PIVOT LEVELS

30 Day 

Hist Vol
Spot MACD

9 & 21-

day MA
DMI RSI

Pivot 1st 

Support

Pivot 1st 

Resist.

USDCAD 7.3 1.2741 sell buy buy 49    1.2683 1.2778        

EURUSD 6.1 1.2103 buy sell sell 49    1.2084 1.2136        

GBPUSD 6.0 1.3786 buy buy buy 60    1.3755 1.3838        

USDCHF 5.9 0.8929 sell buy buy 51    0.8904 0.8943        

USDJPY 4.9 105.03 buy buy buy 60    104.66 105.29        

AUDUSD 9.5 0.7725 buy sell buy 55    0.7701 0.7760        

USDMXN 14.4 20.0684 sell buy buy 50    19.96 20.13          

DXY (USD index) 5.2 90.64 sell na buy 50    90.38 90.79          

EURCAD 6.1 1.5421 buy sell sell 48    1.5379  1.5452        

GBPCAD 5.3 1.7565 buy buy buy 59    1.7523 1.7596        

AUDCAD 5.7 0.9843 buy sell buy 57    0.9809 0.9869        

CADMXN 12.6 15.75 sell buy buy 51    15.70 15.79          

BoC Noon Rate #NAME? Source: Scotiabank & Bloomberg

Feb 12, 2021
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report does not constitute investment advice or any personal recommendation to invest in a financial instrument or “investment research” as defined by the UK Prudential 

Regulation Authority or UK Financial Conduct Authority. This document has not been prepared in accordance with EU legal requirements designed to promote the independ-

ence of investment research and the information contained in this publication is not subject to any prohibition in the EU on dealing ahead of the dissemination of investment 

research. Opinions, estimates and projections contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions 

contained herein have been compiled or arrived at from publically available sources believed reliable but no representation or warranty, express or implied, is made as to 

their accuracy or completeness and neither the information nor the forecast shall be taken as a representation for which Scotiabank or any of its employees incur any re-

sponsibility. Neither Scotiabank nor its representatives accept any liability whatsoever for any loss arising from any use of this report or its contents. This report is not, and is 

not constructed as, an offer to sell or solicitation of any offer to buy any financial instruments and has no regard to the specific investment objectives, financial situation or 

particular needs of any recipient. It is not intended to provide legal, tax, accounting or other advice. Scotiabank and/or its respective officers, directors or employees may 

from time to time take positions in the products mentioned herein as principal or agent. Directors, officers or employees of Scotiabank may serve as directors of corporations 

referred to herein. Scotiabank may have acted as financial advisor and/or underwriter for certain of the corporations mentioned herein and may have received and may 

receive remuneration for same. This report may include forward-looking statements about the objectives and strategies of Scotiabank. Such forward-looking statements are 

inherently subject to uncertainties beyond the control of Scotiabank including but not limited to economic and financial conditions globally, regulatory development in Canada 

and elsewhere, technological developments and competition. The reader is cautioned that the member's actual performance could differ materially from such forward-

looking statements. Past performance or simulated past performance is not a reliable indicator of future results. Forecasts are not a reliable indicator of future performance. 

You should note that the manner in which you implement any of strategies set out in this report may expose you to significant risk and you should carefully consider your 

ability to bear such risks through consultation with your legal, accounting and other advisors. Information in this report regarding services and products of Scotiabank is 

applicable only in jurisdictions where such services and products may lawfully be offered for sale and is void where prohibited by law. If you access this report from outside 

of Canada, you are responsible for compliance with local, national and international laws. Not all products and services are available across Canada or in all countries. All 

Scotiabank products and services are subject to the terms of applicable agreements. This report and all information, opinions and conclusions contained in it are protected 

by copyright. This report may not be reproduced in whole or in part, or referred to in any manner whatsoever nor may the information, opinions and conclusions contained in 

it be referred to without in each case the prior express consent of Scotiabank. Scotiabank is a Canadian chartered bank. 

If you are affected by MIFID II, you must advise us in writing at trade.supervision@scotiabank.com. 
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(USA) Inc. is a broker-dealer registered with the SEC and is a member of FINRA, NYSE, NFA and SIPC. The Bank of Nova Scotia is authorized and regulated by the Office 
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TODAY'S CALENDAR

Time (ET) Country Release Period Consensus  Last 

08:30 CA Wholesale Trade Sales MoM Dec -1.7% 0.7%

10:00 US U. of Mich. Sentiment Feb P 80.8 79
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