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Summary of Major
Markets

Comment

After an initially slow start
to the month Risk Assets
received a boost across the
board. As shown by the
Monitor to the right the best
performing Index that we
cover was the Dax - up
11.79%0 for the year to date
(01/702/12). Slipping below
the financial medias radar
has been the gain in Silver,
some 20% odd. All the
while, the U.S and German
10 year bonds have
remained bid and both hover
at 1.80%, near multi week
lows. The Dollar suffered a
volatile month but remained
largely unchanged.
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The Nasdaq 100 gained 8.34% throughout January after starting the year with a significant gap

= higher. A straight-line trend has seen a move through the multi week high at 2838.44 and
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this recent trend is becoming overstretched and a pullback would be healthy.

Nasdaq 100 Index
Daily and Weekly

Weekly Chart
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Daily Chart

appears to be continuing the multi week trend from the 2008 low as shown by the weekly chart
below. A trend line across the highs at 2465.15 is being surmounted in today's trade and if
breached on a closing basis will add weight to the upside. However, the daily RSI at 73 indicates

The short term trend remains positive, and provided the move above trend resistance is
sustained this week, then the medium and long term trend will also remain positive.
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U.S 10 Year Yield
Daily and Ichimoku

Comment

The U.S 10 year yield is currently testing the
December low at 1.7959. The next target is a
swing low at 1.7151 and then 1.6714, the
multi year low.

Each lower high since the 2010 high of
3.7660 has been capped by the Ichimoku
Cloud so until the Ichimoku Cloud has been
surmounted our outlook continues to favour
lower yields.
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Silver
Weekly (Log)

Comment

Silver experienced an
exceptionally volatile 2011
and closed near the low of
the year. In January Silver
posted one of the best
monthly gains across all
asset classes, up some
19.1%0

Although the short term
trend is higher, the medium
term trend is a
consolidation capped by a
38.2%0 retracement of the
2011 range at 35.13, the
200sma at 35.20, and a
swing high at 35.6875.
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Dollar Index
Weekly

Comment

2011 was a year of two halves
for the dollar, which declined
in the first 6 months and
rallied in the final 6 months to
finish marginally higher on the
year.

Towards the end of 2011 it
appeared the Dollar Index had
broken to the upside of an
Inverse head and Shoulders
formation. A weekly Evening
Star put an end to this thought
process and a break back
below the Neckline has since
occurred.

The short term trend targets a
retracement at 78.38 whilst
the medium term trend is
higher.
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Stoxx 600 Auto Sector

Comment

After crashing from a high of
385.82 down to 220.42 in
2011 the Autos finished 2011
out of favour. A sharp move
higher of 20.8%6 in January

made this the best
performing sector.
The short term trend is

positive albeit overstretched
as the RSI trades above 70.
The 61.8% retracement of
last years move from 385.82
to 220.42 provides
resistance for the bulls at
322.64. A reversal signal at
this juncture would signal a
pullback in this medium term
trend higher.
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Stoxx 600 Utilities,
Telcos, Healthcare and
Food and Beverage

Comment

Not all sectors partook in the
January rally as Fund
Managers rotated out of the

‘safe havens’. Utilities,
Telcos, Healthcare, and Food
and beverage remained

largely unchanged on the
month.

Whilst Telcos and Utilities
remain mid range in a
consolidation, the Food and
Beverage and Healthcare
sectors are staging a healthy
pullback from Overbought
territory (Red Ellipse). The
pullback is returning to
Horizontal support at 375.68
(Fd&Bev) and 423.14
(Health) and likely provides
an opportunity to be involved
in the medium and long term
trends higher.
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Summary

Risk assets, especially equities, staged one of the best starting months to the year on record with gains of +10%b in the
headline index (Dax) and in some instances over 30%b in individual stocks (RBS LN). Gains like these are the result of an
adjustment in underweight market positioning opposed to the allocation of fresh capital and as such should be treated
cautiously.

Although upside price action in particular assets appears to be genuinely constructive and is an extension of the short,
medium, and long term trends higher, others are becoming overstretched and nearing resistance following a move that has
been lacking in participation. The rotation into high beta cyclical sectors seen since mid December has likely set the tone for
Februarys trade as underweight fund managers attempt to align their portfolio with market gains.

We suggest the Risk/Reward of long positions in Indices is not favourable at current prices but do not underestimate the
potential for further gains given the exceptional amounts of liquidity in the financial system. Currency markets remain in
flux as a policy of devaluation to stimulate growth and inflate away national debt continues to be implemented by most
developed nations Central Banks. As a result, commodities remain in a multi week up trend due to inflationary policy as
investors search for hard assets, although recent price action has seen a medium term consolidation. True AAA bonds,
although in a consolidation phase, remain in a multi week trend towards lower yields.

Liam Roberts



