Pound to New Zealand Dollar: Outlook for the Week Ahead


The GBP/NZD pair is at an interesting crossroads technically-speaking, with a balanced possibility of either more or less upside on the horizon. 

The GBP/NZD has fallen to an important trend-line on the 4hr chart and may have broken through it, although it is too early to say for certain. 
On balance I would be marginally biased to expecting a break lower, rather than a recovery higher. 
The MACD indicator in the bottom frame has crossed over the signal line and is falling, providing a slightly bearish signal. 
 If the exchange rate were to break below the 1.8700 level it would probably usher in a more bearish outlook, and target 1.8600, followed possibly by 1.8500. 
Alternatively, a break above the 1.9060 level is likely to lead to an extension up to 1.9200. 
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The main data release for the New Zealand dollar (kiwi) in the coming week is the Trade Balance in June, which showed a surplus of 358m in the previous month of May. 
Overall the annualized Trade Balance stood at -3.63bn in May. 
A narrowing of the annualized trade deficit would lead to a recovery in the kiwi, whilst a widening would see the kiwi weaken. 
In the words of Morgan Stanley’s head of research Hans Redeker, an August rate cut is now almost a “done deal.” 
The RBNZ’s abruptly announced ‘economic assessment’ has been seen as paving the way for more rate cuts. 
[bookmark: _GoBack]The primary reason is falling inflation in Q2 due to the relatively strong New Zealand dollar which keeps the price of foreign imports pressurized. 
The RBNZ seems now to be focused on trying to depreciate the currency lower, however, Redeker sees this as problematic. 
“If the risk environment stays well supported and investors remain hungry for yield, it may be difficult for NZD to depreciate very much. So while we don't doubt that some depreciation is necessary, particularly if global growth and trade are weak in 2017 and China decelerates as we expect, we expect it to be mainly against USD in the medium term.”
 Up and Coming UK Data 
Second quarter GDP data is the main release for sterling in the week ahead. 
Currently analysts are expecting a 0.5% rise from 0.4% previously (qoq), and 2.1% from 2.0% yoy.  
The result will be overshadowed by the negative impact of Brexit, however, which renders the data for April-June somewhat redundant in terms of future economic developments. 


