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EUR/USD Outiook January 16-20

| remain bearish on EUR/USD.

The debt crisis has certainly worsened now. The breakup oftalks between the
banks and Greece paves the road for a Greek default, and it might turn ugly. Also
the downgrade of France and Austria has severe consequences on the whole
bailout concept, as the EFSF bailout fund will likely see a downgrade.

The ECB managed to buy time with the banks through the LTRO. but will have to
step up its efforts: either by taking a hit on its Greek bonds, or by buying more
peripheral bonds to help stabilize the system. Either way, this is a lose lose
situation for the euro, that is not fully priced in. [www.forexcrunch.com]
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EURUSD's downward movement extended to as low as 1.2624. Resistance is at the upper line of the price
channel on daily chart, as long as the channel resistance holds, downtrend could be expected to continue, and
next target would be at 1.2500, only a clear break above the channel resistance could signal completion of the
downtrend.

For long term analysis, EURUSD is in downtrend from 1.4939 (May 4, 2011 high). Further decline towards
1.1500 area is expected over the next several months.
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EUR/USD's decline continued last week and reached as low as 1.2697. Initial bias remains on the downside this week for 100%
projection of 1.4939 to 1.3145 from 1.4246 at 1.2452 next. On the upside, above 1.2814 will turn bias neutral and bring
consolidation. But recovery should be limited below 1.3076 resistance and bring fall resumption.

In the bigger picture, price actions from 1.6039 are unfolding as a consolidation pattern in the long term and is still in progress. Fall
from 1.4939 is afaling leg inside the pattern. It's hard to anticipate the length of aleg of any complex corrective pattern. The first line
of defense would be on the above mentioned 1.2452 projection level. Strong break of this level would then likely send EUR/USD
through 1.2 psychological level to 1.1875 and below. Meanwhile, we'd prefer to see sustained break of 1.3145 support turned
resistance before considering near term reversal.

In the long term picture, EUR/USD turned into along term consolidation pattern since reaching 1.6039 in 2008. Such consolidation is
still in progress and we'd expect range trading to continue for some time between 1.1639 and 1.6039.
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