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Premature Rate Cut Concerns Weigh on Lira Ahead of Jan CBRT Meeting
- by Natalie Rivett and Ed Blake, p8-10
2019 has not been kind to the Lira so far. The Turkish currency has
weakened ca. 3% against the Dollar, the most of all EMs, as the prospect of
premature rate cuts from the CBRT dominate investors’ thoughts.

FX Seasonality in Q1 - by Tony Nyman, p11-12
As usual, we'll take our quarterly look at seasonality trends. How does the 
Dollar generally tend to fare at the start of a year? Further, are there any 
G10s that seem to perform particularly well/badly through Q1?

EUR/GBP – Multi-Week Ranging Set to Resolve Higher
- by Andrew Dowdell, p14
Look to buy for a target of .9307. Below .8928 delays the advance, risking
back to .8875/61.

EU 10yr Yield – Risk to 0.146/0.092 While 0.297 Caps
- by Ed Blake, p15

Sell into any near-term corrective gains as we await a return to 0.146, 
perhaps 0.092. Stop and reverse on a break over 0.297.

Gold/Copper Ratio – Awaits Fresh Gains to 5.040/5.082, Perhaps 5.203
- by Ed Blake, p16
Buy into near-term corrective dips in anticipation of a break over
5.040/5.082 targeting clustered resistance at 5.187/5.203. Stop under
former highs at 4.589/4.591.

Know the Flows: Start to 2019 Echoes That of The Previous Year
- by Cameron Brandt, p3
The first full week of 2018 saw EPFR-tracked Equity Funds record their 
biggest inflow in 30 weeks and Bond Funds in 31 weeks. During the same 
week this year these fund groups recorded their biggest inflow in 11 and 39 
weeks respectively. But the headline number for both was well down from a 
year ago, reflecting the tougher market conditions that sapped flows and 
performance for most fund groups during the fourth quarter.

The GBP Week – Bias is Neutral
- by Tony Nyman, p4-5
An event in parliament garners this market's near complete attention this 
week. The 'meaningful vote' Tue on May's deal with the EU. The PM is said 
to be looking to save the agreement by warning Brexiteers it's either her 
deal or perhaps no Brexit at all. 

The Next Big Test For Risk Assets 
- by Marcus Dewsnap, p6
Risk sentiment has become far more positive over the first full week of the
year even with the ongoing US government shutdown, which shows no sign
of ending. It is not difficult to find the main contributors. Improved
perception of US/China trade relations, an easier going Fed both of which
contribute to falling volatility that in turn eases financial conditions.

China Insight: Monetary Policy Easing Will be Significant This Year
- by Tim Cheung and Riki Zhang, p7
PBOC announced on 4 January to lower the RRR by 100bp in January.
Specifically, a 50bp cut will come into effect on 15 January and the
remaining 50bp on 25 January.



The Context

The first full week of 2018 saw EPFR-tracked Equity Funds record their
biggest inflow in 30 weeks and Bond Funds in 31 weeks. During the same
week this year these fund groups recorded their biggest inflow in 11 and
39 weeks respectively. But the headline number for both was well down
from a year ago, reflecting the tougher market conditions that sapped
flows and performance for most fund groups during the fourth quarter.

Among the beneficiaries of hopes that the US tightening cycle is close to
peaking and that Sino-US negotiations will lead to a resolution of the
trade tensions that sapped investor sentiment for much of 2018 were
Emerging Markets Bond Funds, which posted their biggest inflow in just
under a year, and High Yield Bond Funds which snapped an eight-week
redemption streak as they posted their biggest inflow since early
October.

Overall, Equity Funds recorded a collective inflow of $6.16 billion during
the seven days ending January 9 while Bond Funds absorbed $7.1 billion,
Alternative Funds $246 million – an 11-week high – and Money Market
Funds $40 billion. The numbers for these groups during the comparable
week last year were $24.4 billion, $13.7 billion, $138 million and $21.4
billion.

The thaw in risk appetite was not enough to move the needle on the
multi asset rankings that drive some of EPFR’s momentum models.
Those rankings continue to reflect a marked preference for cash and
short-duration US sovereign debt and deep concerns about riskier asset
classes such as junk bonds and bank loans.

At the single country and asset class fund levels, Municipal Bond Funds
posted their biggest inflow in nearly six months, Total Return Bond
Funds saw their current redemption streak come to an end and flows
into Mortgage Backed Bond Funds hit a 26-week high. Redemptions
from China and Japan Bond Funds hit levels last seen in 1Q16 and 1Q15
respectively while Russia Equity Funds snapped an eight-week run of
outflows and commitments to Philippines Equity Funds climbed to a 34-
week high.

The week ending January 9 started with markets digesting technology
bellwether Apple’s profit warning. For sector-oriented investors it ended
with oil prices rebounding past the $50 a barrel mark and markets
signaling a lengthy pause – or even a reversal – in the current US rate
hiking cycle. EPFR-tracked Real Estate Sector Funds posted inflows for
only the second time since the beginning of October and Infrastructure
Sector Funds snapped a 13-week outflow streak while Financial Sector
Funds experienced net redemptions for the 21st time in the past 25
weeks.

With the fourth quarter US corporate earnings season looming,
expectations of a fifth straight quarter where collective earnings growth
hits double digits are being tested by profit warnings from companies
ranging from Apple to retailer Macys. Consumer Goods and Technology
Sector Funds were among the groups posting outflows, as were
Industrial and Utilities Sector Funds.

Know The Flows – Start to 2019 Echoes That of The Previous Year
By Cameron Brandt, Director, EPFR Research Back to Index Page

For further information on EPFR, please click HERE

https://financialintelligence.informa.com/products-and-services/data-analysis-and-tools/epfr


The GBP Week – Bias is Neutral
By Tony Nyman, IGM Head of G10 FX
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Expected Gbp/Usd trading range is 1.2700/1.3000.

It looks a potentially wide one given what's at stake.

First the data, which includes a couple of first-tier releases:

Wed - Dec CPI and a 2.1% y/y forecast. That would be a softest since Jan
2017 if it pans out. Bbg poll extremes are 2.0% and 2.3%. See bottom
middle of the Dashboard, BOE H1 rate hike probability is down to 31.7%
having sat above 50.0% in early Dec.

Fri - Retail sales for Dec, expected at -0.8% m/m vs the previous month's
bumper 1.4%. Bbg poll extremes are -2.0% and 0.5%.

BOE's Carney and co testify on the FSR to parliament Wed.

Of course, it is a different event in parliament that garners this market's
near complete attention this week. The 'meaningful vote' Tue on May's
deal with the EU. The PM is said to be looking to save the agreement by
warning Brexiteers it's either her deal or perhaps no Brexit at all. Also,
many parliamentarians are viewed as looking to wrest control of
legislation over the govt once she loses Tue. Perhaps Gbp attracts a mild
bid currently because a number of investors are thinking this reduces the
chances of a no-deal Brexit and/or at least a delay.

The Times also notes:

Yesterday there were claims that Remainers were plotting a “coup" that
would sideline the PM if she lost the crunch vote tomorrow.

Lab's Corbyn said that May would face a no-confidence vote in her govt
“soon" if she failed to get her deal through. Note in latest polls (BMG
Research Jan 8-11) the Cons and Lab are neck and neck at 36% each.

May can take limited comfort in some MPs publicly converting to her
deal, but that is unlikely to significantly reduce the scale of the defeat
she is facing.

Another group of MPs, incl Lib Dem leader Cable and Umunna, will
publish draft legislation today on how to achieve a referendum before
May.

What outcomes mean for May:

Defeat by more than 200 votes - Would raise serious questions about
May's future.

Fewer than 100 - May appears to have fared better than expected and
enable her to bring the deal back for a second vote. Strategy could be
bolstered if she were to secure concessions from Brussels, giving her a
justification for tabling another vote.

Wins - Unlikely.

BBC political ed Kuenssberg, meanwhile, on wresting control, says at the
moment there is no majority in Parliament for any plan that has actually
been put on the table. Will she shift to what many in Parliament want, a
closer relationship with the EU, perhaps moving across to some kind of
CU that could tear the Cons apart or towards the dreaded no-deal and
obvious turmoil?

RISK: A relationship moving closer to the EU (Gbp/Usd goes 1.30+,
possibly 1.32+) or a no-deal nightmare scenario (sub-1.25, even 1.23).

The GBP Week – Bias is Neutral cont’d
By Tony Nyman, IGM Head of G10 FX Back to Index Page



The Context

RISK SENTIMENT has become far more positive over the first full week of
the year even with the ongoing US government shutdown, which shows
no sign of ending. It is not difficult to find the main contributors.
Improved perception of US/China trade relations, an easier going Fed
both of which contribute to falling volatility that in turn eases financial
conditions. Although the latter are still significantly tighter than for
much of 2018.

The Fed element is also feeding into a weaker Dollar which aids
Emerging Markets. More than likely helping is the return of all market
participants which adds to the liquidity pool.

A significant test of this environment is on the horizon in the form of Q4
EARNINGS SEASON. Major US banks start us off this week. The lead-up
hasn’t been encouraging. Apple stole the headlines with its lowered
earnings guidance. Others have done the same leading to a significant
drop in EPS, Sales and EBITDA forecasts. The graph below shows how
earnings estimates have developed (rebased to January 2017).

There is a clear impact from the Trump government’s tax policy aka fiscal
largesse. The profile of EPS compared to sales and EBITDA has left some
wondering for a while now about the quality of the earnings explosion.
As per norm now, look out for comment on trade policy, the labour
market and cost control. Job cuts have already been announced across
many sectors.

The Next Big Test For Risk Assets
By Marcus Dewsnap, IGM Head of Fixed Income Strategy Back to Index Page



The Context

PBOC announced on 4 January to lower the RRR by 100bp in January.
Specifically, a 50bp cut will come into effect on 15 January and the
remaining 50bp on 25 January, effectively reducing the RRR for banks to
11.5-13.5%. After taking into account the repayment of outstanding MLF
loans with PBOC and other targeted adjustments, the net liquidity
released to the banking system will be about CNY800bn.

We were not surprised by the cut, as the shift in the official monetary
policy description at the December Central Economic Work Conference
(CEWC), from "prudent and neutral" to "prudent" already reflected
China's top policymakers' intention to ease the monetary policy stance
significantly in 2019.

Historically, an alteration of CEWC's policy tone setting is always followed
by a significant change in the monetary policy in the following year. Year
2015 is a good example, in which monetary policy was eased significantly.
Before that happened, CEWC altered the policy tone in Dec 2014 (chart
1).

Meanwhile, right before the cut was announced, the state-owned media
quoted Premier Li as saying "broad-based and targeted RRR cuts need to
be implemented effectively and properly". We believe the word "broad-
based" means any further monetary easing will be applied to more FIs
and/or will impact the economy more broadly, though we are not sure
whether it suffices to stop the economic slowdown.

We expect two to three more 50bp RRR cuts and one more 100bp cut on
top of some more targeted easing measures for the rest of 2019. In fact,
China’s RRR rate had remained at 20% during 2012-2014, before getting
lowered to 17% in the 2015 to Q1 2016 period, in an effort to fight the
mini-downturn. The ratio then was left unchanged till mid-2018 when it
was used as a tool again to increase the banking system’s liquidity and
support growth. The current RRR 13.5% is lower than the 15.5% during
2009, but still significantly higher than the 6.0%-7.5% that prevailed
before 2007 (chart 2).

China Insight: Monetary Policy Easing Will be Significant This Year

By Tim Cheung Head of China, Riki Zhang EM Analyst
Back to Index Page

This piece is part of our latest China Insight. The full report can be read HERE 

https://www.informagm.com/stories/1451395


The Context

2019 has not been kind to the Lira so far. The Turkish currency has
weakened ca. 3% against the Dollar, the most of all EMs, as the prospect
of premature rate cuts from the CBRT dominate investors’ thoughts.
Rumours of state bank selling USDs to the tune of USD2-3bn would
suggest the Lira sell-off could have perhaps been much worse.

Such dovish speculation has been driven by a combination of relative
Lira stability, a sharp economic slowdown and moderating inflation – all
of which have posed the question of when rates will be cut, rather than
if.

Moreover, with the municipal elections a little over two months away,
there is a consensus that political pressure will only increase for
monetary and fiscal loosening. Treasury/Finance Minister Albayrak’s
recent announcement of a TRY20bn scheme to support SMEs would
further imply the government is indeed unwilling to let the economic
rebalancing story play out ahead of the March 31st elections.

The less hawkish tone of the central bank’s December statement – and
specifically the omission of the word 'decisively' in relation to the pledge
to maintain the tight monetary policy stance until the inflation outlook
displays a significant improvement - looked to have only spooked
investors further as we headed into the new year. The CBRT also toned
down the importance of the risks it sees to inflation and refrained from
calling them ‘significant’, suggesting the MPC could be laying the
foundations to start loosening policy this year.

Consequently, in the derivatives market, the one-year Dollar Lira swap
contract is now trading at the lowest levels since early August, below
23%, i.e. more than 1ppt below the one-week repo rate, in a sign that
traders have unwound monetary tightening bets and have started to
price in rate cuts over the next twelve months (see the following
dashboard). We note that one research consultancy firm is predicting a
50bp rate cut as soon as the January 16th policy meeting. This meeting
will therefore be watched with trepidation.

It is too soon to cut rates, despite sharp economic rebalancing

As well as stabilising the Lira off August’s record lows beyond
7.000/USD, the 24% one-week repo rate imposed by the central bank
back in September has brought about a long overdue economic
adjustment. Turkey’s current account balance has swung into the black
and has been running with a surplus for four consecutive months
through to November (hit a record high USD2.77bn in October) - and this
positive trend is expected to have continued into year-end. Meanwhile,
a sharp decline in imports has aided a narrowing of the trade deficit and
by as much as 90% y/y in November to leave the total balance at
USD651mn, down ca. USD6bn on the same month last year (please refer
to the following dashboard).

Weighing on imports is collapsing domestic demand and a weakening
economy that grew at a pace of just 1.6% y/y in Q3 compared to 5.3%
the prior quarter, on the back of a 1.1% contraction over the quarter, the
first negative print since Q3 2016. This marks a notable turnaround from
annualised growth rates of more than 7% in late 2017/early 2018 and
even better, the record 11.5% achieved in Q3 2017, as the impact of the
currency crisis – exacerbated by central bank inaction – finally weighs on
the real economy. According to Moody’s last month, the economy will
contract 2% this year and inflation is seen at 18%.

Yet, despite this inevitable economic rebalancing that has left the
economy on the brink of recession, it is too soon for the CBRT to start
unwinding its tight monetary policy stance. Although inflation has
moderated from October’s 15 year high of 25% y/y and will likely ease
for a third straight month in January thanks to base effects, it is still four
times higher than the 5% target (20.30% y/y in December). It is also
possible that CPI will rise once again in the coming months as the
consumption tax cuts introduced in Q4 last year come to an end, and
due to cost push pressures from wage inflation (minimum wage increase
for 2019 is 26%).

continued page 9

Premature Rate Cut Concerns Weigh on The Lira Ahead of January CBRT Meeting
By Natalie Rivett, Senior EM Analyst and Ed Blake, Chief FI Technical Analyst



Premature Rate Cut Concerns Weigh on The Lira Ahead of January CBRT Meeting …cont’d
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The Context

Risk of a rate cut is greater at the March meeting

There should be scope for rate cuts this year as inflation continues to
moderate, though monetary policy will have to remain tight as CPI will
still be above target (not expected to converge until 2021). The central
bank should thus only begin to cut rates after observing a clear
downward trend in price pressures, and H1 may still prove too soon for
the market.

We are not expecting the CBRT to reduce the one-week repo rate this
month, but it may well use the accompanying statement and the
Quarterly Inflation Report, due January 31st, to further lay the
groundwork for an easing of monetary policy.

In our opinion, the risk of a rate cut is greater at the following meeting
that will be held on March 6th, just a few weeks ahead of the local
elections. We would expect a 100bp decrease and for this to be followed
by an additional 650bp of cuts in H2 to unwind the hikes made in H2 last
year.

Concerns of premature policy easing are not only evident in the weaker
performance of the Lira vs the Dollar ytd, but also appear to correlate
with the EPFR tracked (1-year) cumulative performance of Turkish Equity
and Bond Fund Flows, which have deteriorated in recent months, to
reverse the improvement seen in the wake of the 625bp rate hike on
September 13th (see the dashboard). Cumulative net bond flows have
even turned negative and we can expect a further deterioration in the
flows of both asset classes if the CBRT cuts too early. The Lira would also
be at risk of a sharp sell-off that would eat heavily into its 25% recovery
from record lows against the Dollar over the past five months.

Scope for a USD/TRY extension to 6.1853/6.2282

The technical chart suggests there is scope for a USD/TRY extension to
6.1853/6.2282 and so, we could soon be looking to this area should the
CBRT deliver a cut to the one week repo rate next week. Yet, in the
event the CBRT stands pat (in line with the consensus forecast) and also
retains its tightening bias, it is worth noting that a

failure to regain the ytd high of 5.8788, or a move below 5.2056 would
weigh on the currency pair's recovery potential.

• Fell from 7.2362 (13 August 2018 record high) to 5.1344 (29 November
2018 low), before recovering to 5.8788 (3 January spike high)

• While the pair has since moderated, positive studies and an improving
chart structure suggests a resumption of the six-week recovery

• A clearance of 5.8788 and then 5.9373 (38.2% retrace of 7.2362/5.1344
fall) would allow a recovery extension to 6.1853/6.2282 (50% retrace
and 4 October lower high)

• Only a failure to regain 5.8788 and/or a return below 5.2056 (1 January
minor higher low, nr the 200DMA) would damage recovery potential and
leave 5.1344 vulnerable to a re-test

Premature Rate Cut Concerns Weigh on The Lira Ahead of January CBRT Meeting …cont’d
Back to Index Page



Garnering some interest is NORDEA's top four trades for the quarter.
These are:

• Short USD vs JPY, NOK & NZD basket due to the debt ceiling.

• Short EUR/NOK for 9.6000, with the Scandi giant tipping Nok liquidity
to dwindle.

• Short AUD/SEK for 6.0500 as the Aussie housing market is doomed.

• Long HUF/CAD for 0.5050, describing it as the Orban vs Trudeau
trade.

As usual, we'll take our quarterly look at seasonality trends. How does
the Dollar generally tend to fare at the start of a year? Further, are there
any G10s that seem to perform particularly well/badly through Q1?

• In the very early throes of 2019, the USD is relatively offered on the
US govt shutdown crisis and a changing less hawkish Fed outlook.
Even the -0.6% Brexit weighed GBP is outscoring the USD and so are
the likes of the commodity bloc's -1.2% NOK, -1.3% NZD, -1.4% safe
haven JPY, -2.1% AUD and the still hiking BOC impacted -2.8% CAD.
The USD is up so far only vs worst performer +0.7% SEK.

• In Q1 2018, the USD was largely a loser, from -1.9% CHF and NZD to -
4.6% NOK and -5.9% JPY. The USD only won out vs +1.7% AUD, +2.1%
SEK and +2.4% CAD.

• In 2017, the USD was an across the board loser, from -0.4% NOK to -
5.0% JPY and -5.8% AUD.

• In 2016, a pretty similar picture, with the USD again under
considerable pressure, from -1.1% NZD to -6.0%-plus losses vs CAD,
JPY and NOK (the latter -7.0%). Only USD win was vs the Brexit
weighed (some things never change!) +2.6% GBP.

• In 2015, it was reversal time. The USD only lost out vs -2.2% CHF and
made largely huge gains elsewhere, incl +9.6%% SEK and +11.3% EUR.
Focus on economic and policy divergence boosted the Dollar.

continued page 12

Seasonality in Q1
By Tony Nyman, IGM Head of G10 FX



• In Q1 2014, it was back to mostly USD losses albeit light ones, the
highlights being -2.0% JPY and vs the Antipodeans -3.9% AUD and -
5.5% NZD. Only USD gains came vs the +0.5% SEK and +3.9% CAD.

• In 2013, largely Dollar strength. Only USD losses came vs the -0.2%
AUD and -1.0% NZD. Decent USD gains elsewhere from +0.3% SEK
and +2.4% CAD to +4.8% NOK, +6.5% GBP and the Abenomics
impacted +7.9% JPY.

• In 2012, largely Dollar weakness, from -1.3% AUD through to -3.9%
CHF, -4.1% SEK, -5.0% NOK and -5.3% NZD. Sole USD victory came vs
+7.2% JPY.

• In 2011, once again the Dollar was mostly on the back foot. Losses
from -0.9% AUD through to -5.1% NOK, -5.8% EUR and -6.1% SEK.
USD wins came +2.4% vs NZD and JPY.

• At the start of the decade, the USD lost out vs commodity blocers -
2.2% AUD and -3.7% CAD. USD gains were made from +0.5% and
+0.8% JPY and SEK through to +2.5% NOK, +5.7% EUR and +6.1% GBP.

• Ten years ago, the USD only lost to -3.2% NOK. USD gains were made
from +1.6% AUD through to +5.0% SEK, +5.2% EUR, +6.2% CHF and
+8.4% JPY.

• In 2008, again the theme of a weak Dollar, incl -8.2% EUR, -8.9% SEK,
-12.1% JPY and -14.1% CHF. Sole USD gains vs +2.6% CAD.

• In 2007, of course, USD weakness almost across the board. Only
minor losses this time, from -0.4% and -0.5% CHF and GBP to -1.5%
NZD and -2.5% NOK and AUD. Only USD win came vs the +1.9% SEK.

• In Q1 2006, a similar picture, with standout USD losses of -1.8% SEK, -
2.3% EUR and -2.9% NOK. USD wins seen vs +2.2% AUD and +10.0%
NZD.

• For good measure, in 2005, it was across the board relative USD

strength. From +0.7% CAD through to +4.7% CHF and +5.9% SEK.

So, we can see that the Dollar does tend to underperform in Q1s. It will 
be interesting to see how the Yen fares from here as it can also be a fair 
loser during this quarter even though right now it's playing the role of 
safe haven of choice.

Purely from a seasonality model, we took a risky looking NZD/USD long 
Jan 2 (0.6710) for a 0.6900 and 0.7000 return and will leave a stop at 
0.6618. We got bombed out on that pesky flash crash. If it weren't for 
that couple of hours trade gap we'd be deep in the money!

Seasonality in Q1 cont’d
Back to Index Page



The following pages are dedicated to Technical Analysis. 

IGM’s global team of Technical Analysts constantly look for interesting
patterns in prevailing price action of a broad range of currency pairs,
fixed income and commodity products.

We will highlight the most compelling on these pages.

For information on the full spectrum covered, please contact your
Account Manager.



The Context

• Sellers failed to gain traction following the sharp sell-off from .9108,

indicating an underlying bullish bias

• The current month-long congestion area has formed above the

200/100 and (now rising) 50-Day MAs

_____________________________________________________________________

STRATEGY SUMMARY

Look to buy for a target of .9307. Below .8928 delays the advance, 
risking back to .8875/61.

EUR/GBP – Multi-Week Ranging Set to Resolve Higher
Technical Analysis by Andrew Dowdell Back to Index Page

Resistance Levels 

R5 .9500 Psychological 
R4 .9415 7 October 2016 high 
R3 .9307 29 August 2017 high 
R2 .9145 76.4% of the 29 August 2017 – 17 April 2018 (.9307-.8621) fall 
R1 .9108 3 January 2019 high 

Support Levels 

S1 .8928 31 December 2018 low 
S2 .8861 30 November 2018 low, near the 5 December 2018 low at .8875 
S3 .8811 28 November 2018 low 
S4 .8656 13 November 2018 low 
S5 .8621 17 April 2018 low 

 



The Context

• Extended the fall from 0.580 (10 October 2018 peak) through

0.188/0.156 (2018/2017 lows) to reach 0.146 (3 January low)

• While the following bounce remains capped by the 0.246/0.297 zone,

a downtrend resumption is favoured

• Below 0.146 risks the 0.092/0.107 zone, perhaps a long-term

Fibonacci retracement at 0.033 on extension

• Yield bulls must regain the 0.246/0.297 zone to avert, suggest near-
term basing and open the 0.468 lower high

____________________________________________

STRATEGY SUMMARY

Sell into any near-term corrective gains as we await a return to 0.146, 
perhaps 0.092. Stop and reverse on a break over 0.297

EU 10YR YIELD – Risk to 0.146/0.092 While 0.297 Caps

Technical Analysis by Ed Blake Back to Index Page

Resistance Levels 

R5 0.580 10 October 2018 lower high, just over an 8½ month falling trendline at 0.540 
R4 0.468 8 November 2018 lower high 
R3 0.414 14 November 2018 minor lower high 
R2 0.297 13 December 2018 minor lower high, near a 30-month rising trendline at 0.317 
R1 0.246 9 January 2019 high, near a three-month falling trendline at 0.243 

Support Levels 

S1 0.146 3 January 2019, 26-month low 
S2 0.092 9 November 2016 higher low, near .764 projection of 0.806/0.188 fall from 0.580 at 0.107 
S3 0.033 76.4% retrace of the entire -0.205/0.806 (2016-2018) recovery 
S4 -0.017 24 October 2016 higher low 
S5 -0.038 Equality projection of 0.806/0.188 fall from 0.580 

 



The Context

• Accelerated the seven-month rally to last week’s 5.040, 19-month

peak, ahead of minor corrective easing

• A higher low is favoured to form well above prior highs at

4.589/4.591, allowing an uptrend resumption

• Constructive multi-timeframe studies suggest a break of 5.040 and

5.082 (2017 top) opening 5.187/5.203 zone

• Only a return below the 4.577/4.591 zone would caution for a higher 
low at 4.485 (near a seven-month rising trendline)

____________________________________________

STRATEGY SUMMARY

Buy into near-term corrective dips in anticipation of a break over 
5.040/5.082 targeting clustered resistance at 5.187/5.203. Stop under 
former highs at 4.589/4.591

Gold/Copper Ratio – Awaits Fresh Gains to 5.040/5.082, Perhaps 5.203

Technical Analysis by Ed Blake Back to Index Page

Resistance Levels 

R5 5.488 61.8% retrace of the 6.462/3.911 (2016-2017) fall 
R4 5.410 28 January 2016 former low, near 21 March and 22 April 2016 former lows at 5.425/5.435 
R3 5.203 3.911/3.934 double bottom target, near 50% retrace of 6.462/3.911 (2016-2017) fall at 5.187 
R2 5.082 2017 peak - 6 June 
R1 5.040 3 January 2019, 19-month peak 

Support Levels 

S1 4.693 26 December 2018 low 
S2 4.577 19 December 2018 low, nr 15 August/5 September/30 October 2018 highs (4.589/585/591) 
S3 4.485 14 December 2018 low, near a seven-month rising trendline 
S4 4.341 28 November 2018 higher low 
S5 4.200 21 September 2018 higher low 
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