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We are heavily bullish on the Japanese Yen as Q2 
commences and this has nothing to do with an improved 
sentiment towards the Japanese economy, which is 
currently in a bout with deflation. Risk aversion continues 
to be the main driving force which has boosted appetite 
for the safe-haven Japanese Yen in Q1 and with growing 
fears that global growth may continue to decelerate in 
Q2, JPY bulls should receive further encouragement to 
drag the USDJPY to levels not seen since September 2014, 
below 110.00.

The Japanese economy faced heavy punishment in Q1 
from the appreciating Yen, which reduced their export 
competitiveness while mounting fears over the state of 
the global economy exposed Japan to further downside 
risks. In late January, when the pressure became 
unbearable, the Bank of Japan implemented negative 
rates in a desperate attempt to devalue the JPY, but the 
markets reacted inversely with the Yen appreciating across 
the board. Japan has found itself in a painful situation, 
where potential central bank intervention and growing 
risk aversion provide the foundation needed for the 
Yen to appreciate and consequently exacerbating their 
inflationary woes.

As Q2 commences, the Yen may be expected to appreciate 
further, with growing financial instability boosting risk 
aversion and consequently encouraging investors to flock 
to safe-haven assets. The Bank of Japan has made it clear 
that more negative rates may be enforced in the future, in a 
bid to revive its ailing economy and such may simply boost 
the Yen further. The USDJPY is fundamentally bearish and 
with dwindling expectations over the Fed raising US rates 
more than two times in 2016 added to the mix, the USDJPY 
may be poised to decline further for most parts of Q2.

From a technical standpoint, a brief look on any of the 
charts shows that the USDJPY is currently respecting a 
negative trajectory, which is a seller’s dream. The daily 
chart is heavily bearish and the current correction may 
offer an opportunity for sellers to send prices back down 
towards the 112.00 support. 
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USDJPY MonthlyThere have been consistently lower lows while both the 
weekly and monthly bullish channels have been breached. 
A breakdown below the double bottom 111.00 may open a 
path to levels not seen since 2013, at 100.00. 

This is a bears market and bulls should find it quite 
difficult to make a comeback against the overwhelming 
bearish momentum. Investors should keep in mind that 
the unstable global economic environment has renewed 
a wave of risk aversion which will inevitably strengthen 
the safe-haven Japanese Yen, and consequently keep the 
USDJPY depressed.

Disclaimer: The content in this article comprises personal opinions and ideas and should not be construed as containing personal and/or other investment advice and/or 
an offer of and/or solicitation for any transactions in financial instruments and/or a guarantee and/or prediction of future performance. FXTM, its affiliates, agents, directors, 
officers or employees do not guarantee the accuracy, validity, timeliness or completeness of any information or data made available and assume no liability as to any loss 
arising from any investment based on the same.

Risk Warning: There is a high level of risk involved with trading leveraged products such as forex and CFDs. You should not risk more than you can afford to lose, it is possible 
that you may lose more than your initial investment. You should not trade unless you fully understand the true extent of your exposure to the risk of loss. When trading, you 
must always take into consideration your level of experience. If the risks involved seem unclear to you, please seek independent financial advice.
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