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Background  

 Over the last few weeks, our technical work has mainly focused on G10 FX and the 

10-year sector of the yield curve as we assessed the market response to a possible 

policy error by the Fed and a shift in bias by the Bank of Canada. 

 This week, we have chosen to change gears and catch up with developments in 

emerging markets FX and the 5-year sector of the yield curve.  

 A change in sentiment has taken place across the board for 5-year yields, as 

evidenced by a series of bearish trend reversals that have taken place. 

 While valuations have moved to oversold levels, pending corrections are viewed as 

a selling opportunity to position for higher yields. 

 A higher yield environment is expected to lead to weakness in emerging markets 

currencies. 

 We highlight USD/MXN as a prime candidate for a correction – which would be 

confirmed on a close above 18.2140. 

 USD/CNH is an exception, where the recent rejection of an old ascending channel 

base has maintained a bearish backdrop. 

 

 

 

 

 

 

 

 

 

 

 

 



FX markets: 

Emerging markets outlook 

 

 

 

 

 



RBC Capital Markets 5 

Bullish set-ups increase the odds of a corrective rally in USD/MXN – watch pivot at 18.2140 

Key Support & Resistance Levels: 

Support: 17.8090 17.6272 17.1019 

Resistance:   18.2140 18.3419 18.5523 

Source: Bloomberg, RBC Capital Markets   
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Use pullbacks as a buying opportunity in USD/BRL 

Key Support & Resistance Levels: 

Support: 3.2664 3.2209 3.1986 

Resistance:   3.3236 3.3432 3.4109 

Source: Bloomberg, RBC Capital Markets   
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Close above 13.2611 required to end correction in USD/ZAR 

Key Support & Resistance Levels: 

Support: 12.8033 12.5612 12.2993 

Resistance:   13.2611 13.4531 13.7097 

Source: Bloomberg, RBC Capital Markets   
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USD/KRW attempting to form a base? 

Key Support & Resistance Levels: 

Support: 1131 1124 1118 

Resistance:   1150 1161 1178 

Source: Bloomberg, RBC Capital Markets   
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Rejection of old channel base sustains bearish backdrop for USD/CNH 

Key Support & Resistance Levels: 

Support: 6.7738 6.7195 6.6423 

 Resistance:   6.8564 6.9179 6.9895 

Source: Bloomberg, RBC Capital Markets   



Fixed income markets:  

Global 5-year yield outlook 
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Bearish trend reversal triggers a change in sentiment for US 5-year yields 

Key Support & Resistance Levels: 

Support: 1.88 1.95 1.98 

Resistance:   1.79 1.74 1.69 

Source: Bloomberg, RBC Capital Markets   
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CA 5-year yields trace out a long-term basing pattern 

Key Support & Resistance Levels: 

Support: 1.41 1.47 1.59 

Resistance:   1.25 1.18 1.10 

Source: Bloomberg, RBC Capital Markets   
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Gilts trigger a series of bearish long-term trend reversals 

Key Support & Resistance Levels: 

Support: 0.74 0.82 0.91 

Resistance:   0.62 0.55 0.49 

Source: Bloomberg, RBC Capital Markets   
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Bund yields break above strong congestive hurdle at -0.26 

Key Support & Resistance Levels: 

Support: - 0.22 - 0.17 - 0.12 

 Resistance:   - 0.26 - 0.32 - 0.37 

Source: Bloomberg, RBC Capital Markets   
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AU 5-year yields gap higher to register a bearish trend reversal 

Key Support & Resistance Levels: 

Support: 2.18 2.24 2.33 

 Resistance:   2.06 2.01 1.95 

Source: Bloomberg, RBC Capital Markets   
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