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	Euro Sets Record
Against Dollar,
Topping $1.20

A WALL STREET JOURNAL NEWS ROUNDUP

NEW YORK -- Driven by waves of options-related buying in thin, postholiday U.S. trading Friday, the euro surged to a new high against the dollar, trading above $1.20 for the first time.

The European currency's rally was the most startling manifestation of yet another day of heavy dollar selling, which saw the dollar sink to new 10-year and five-year lows against the Canadian dollar and sterling, respectively.
The illiquid market following the Thanksgiving Day holiday in the U.S. contributed to the dollar's decline, dealers said.

"People are turning their back on the U.S. dollar so we've got no choice but to go long of euros," said the senior dealer at a Japanese bank in New York. He and others reported aggressive euro buying in the approach toward $1.20, around which were centered several options barriers and defenses.

That psychological level was hurdled in London hours before the euro's rally ran out of steam at $1.2015. The dollar attempted a corrective pullback -- the euro slipped as low as $1.1970 -- but failed to gather much momentum.

Late in a shortened New York session Friday, the euro was at $1.1995, up from $1.1906 in New York late Thursday and was also at ¥131.40, sharply up from ¥129.92 late Thursday. The euro's rally against the yen also lifted the dollar against the Japanese currency, where it closed up at ¥109.61 from ¥109.13.

But the dollar was weaker against virtually every other major and second-tier currency, falling to 1.2912 Swiss francs from 1.3001 francs and C$1.2989 from C$1.3072. The dollar had briefly fallen to a new 10-year low of C$1.2932 Friday.

Sterling was trading at $1.7216 on Friday afternoon, up from $1.7137, but easing back from its new five-year high of $1.7240.

Kevin Lawrie, senior vice president and manager of foreign exchange at Mellon Bank in Pittsburgh, said he believed the euro's rally have just about run its course. "There are some knockouts on the euro at around $1.22," Mr. Lawrie said, referring to a barrier option, which becomes worthless if the currency hits the strike price -- in this case $1.22.

This means the holder of the option might be tempted to sell euros if his option is in danger of being "knocked out." The holder's intention is to keep the price below $1.22.

The dollar has struggled across the board in recent days as upbeat economic data from the U.S. have failed to dispel concerns that the country needs a weaker currency to reduce its vast current-account deficit, a broad measure of a nation's global trade.

"Everybody is looking at the current-account deficit. People see U.S. growth stronger than its trading partners and it becomes obvious that to reduce the trade deficit, the brunt of the adjustment is on the dollar," said Andrew Delano, currency strategist at IDEAglobal in New York.
There was no specific catalyst for the strong euro buying and broader dollar selling, but dealers said a report in USA Today on threats of another al Qaeda "spectacular" attack and a report in The Independent newspaper in the U.K. that megainvestors George Soros and Warren Buffett are bearish on the dollar gave added impetus to a market clearly in the mood to drive the currency lower.

European central banks were conspicuous by their absence when the euro hit $1.20. Official sellers were seen in the market earlier this week, conducting routine transactions at the euro's highs up to $1.1950 but there were no offers from these institutions above $1.20, dealers said.

The dollar, however, remained firm against the yen on continued caution about possible Japanese intervention.

Traders said the yen came also under pressure due partly to disappointment that Japan's industrial production expanded more slowly than expected in October -- a preliminary 0.8% versus expectations of 1.9%.
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