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Know The Flows: Riskier Fixed Income Groups Fare Well in Early February
- by Cameron Brandt, p10
Investors continued to move into fixed income fund groups during the first
week of February, bringing their risk appetite with them. EPFR-tracked
Emerging Markets Bond Funds recorded their biggest weekly inflow since
early 3Q16 and High Yield Bond Funds since late 4Q16…

EM Asian Insight: RBI Cuts Rates, Implications Abound
- by Freda Yeo, p11-12
The RBI unexpectedly cut rates by 25bps to 6.25% on top of changing its
monetary policy stance to 'neutral' from 'calibrated tightening'.

EUR/SEK – A Longer-Term Perspective
- by Andrew Dowdell, p14
Scope is seen for a stronger recovery towards 10.9370. Below 10.3469 stalls
short-term momentum, but only a breach of 10.1257 weakens.

EU 2v10YR SPREAD – Further Narrowing Expected Towards 53.6/47.9
- by Ed Blake, p15
Look for renewed spread narrowing through 64.1 targeting 53.6 then the
2016 base at 47.9. Stop and reverse on sustained widening above 86.8.

Front Month Brent – Near Term Direction Hinges on Resistance at 
63.73/99 - by Ed Blake, p16
Buy on a sustained break of 63.73/99 in anticipation of a recovery extension
to 68.38, perhaps 74.13. Stop and reverse on a return below 58.90.

IGM FX Forecasts - Winners
- by Tony Nyman, p3-4

A decent start to the year as IGM top one- and three-month G10 currency 
forecast tables in FX Week's FX polls of 30-plus leading firms last week.

Corp Comment: Mixed Messages From a Slower Week But Cash Remains 
Plentiful - by Matthew Barrett and David Corbell, p5
It was another stop-start week for the European corporate market where an
up-and-down broader market tone and flurry of earnings helped to limit
fundraising activity.

Growth Outlook Pummels (Most) European Yields
- by Marcus Dewsnap, p6
Growth downgrades from various sources (EC, BoE, RBA for instance –
although the latter was to 3%, the envy of European peers!) are responsible
for some of the hit to risk sentiment and the whack to outright sovereign
yields and curve flattening in Europe particularly.

All Eyes on The South African Budget Amid Lingering Downgrade Risk
- by Natalie Rivett, p7-9
South Africa’s 2019 Budget (February 20th) will be closely scrutinised given
the lingering growth and fiscal challenges facing the country and the
potential for Moody’s to finally follow in the footsteps of S&P and Fitch…



A decent start to the year as IGM win one- and three-month G10
currency forecast tables in FX Week's FX polls of 30-plus leading firms
last week.

This is what we told FX Week:
Our relatively neutral-to-USD positive forecasts proved largely
productive in 2018 and we decided to hold these views despite the
changing backdrop of softer global growth outlooks and expectations of
slower Fed tightening this year (see bottom middle of Dashboard, a rate
cut as seen as more probable at 15% vs 8% hike) and less obvious Dollar
props through the course of the period.

One reason we haven’t changed estimates much since late 2018, unlike
many of the big investment banks who have become big USD bears, is
that we still struggle to find obvious sustainable alternatives to the USD:

USD/JPY - The Yen intermittently proves popular on safe haven flows,
but following the January BOJ meeting rate cut probability for 2019 (now
around 20%) exceeds that of a hike by some distance. Off highs, but
Dollar resilience will be a theme through the year generally and we
forecast 111 in 12 months.

EUR/USD – We have long described the ECB's H2 intimation that a rate
hike would be coming in Q4 2019 as optimistic and we disagree with
those seeing yield convergence this year. IGM see an EZ economy with
net downside risks and political concerns still weighing. We maintain our
1.15 12-months forecasts and staying within ranges, as the EZ economy
and ECB disappoint in 2019. Many of the Dollar bears have cited
upcoming yield convergence as part reason for their turn in stance. We
do not buy that and economies like the EZ are just not strong enough to
withstand potential slowdowns elsewhere. We could see a (more dovish)
change in Draghi's forward guidance, perhaps as early as May, as well as
flagging a possible new TLTRO.

EUR/JPY – This market is one of our favorite gauges of broader market
sentiment and that is with growing negative risks, with the US-China
trade talks showing few real signs of breaking the current impasse. We
see the mid-120s trade at least until the second half of the year.
Forecast 132.25 in 12 months on expectations the global outlook
becomes less pessimistic, i.e. no recessions in the major economies,
China stimulus positively impacts and trade disputes do not become an
all-out war.

GBP/USD – On balance, we still expect an eventual Brexit that is
satisfactory for both sides and markets. However, for now, all that
markets can agree on is that a no-deal Brexit is unlikely and though there
has been some extra reassurance on parliament seemingly taking more
control of the process the House of Commons is still gridlocked. Near
consensus among the big firms for 2019 was the belief that the Pound
was the most undervalued currency. We support this view to an extent
and see an overdone charge to 1.47 in 12 months. After a Brexit deal is
secured which supportively allows the UK to keep close ties with the EU,
BOE rate hike expectations will rise and we'll see at least one 0.25%
move in 2019.

USD/CHF – Relatively bullish estimates still, as the SNB maintain their
policy of negative interest rates and willingness to intervene in FX
markets to stem Franc gains. We see 1.05 in 12 months, as the Swissy
even underperforms in times of increased risk aversion.

Ahead, in the ongoing debate of whether the Usd goes up or down in
2019 we do not think enough attention has been placed on the prospect
of the US economy outperforming again. US growth could slow towards
2.5%-2.6% this year vs near 3.0% last, but a combination of lower taxes,
compulsory overseas profits repatriation, increased deregulation and
immediate expensing of capital expenditures should encourage
increased capital expenditure. continued page 4

IGM FX Forecasts - Winners
By Tony Nyman, IGM Head of G10 FX



IGM FX Forecasts – Winners …cont’d Back to Index Page

There is of course the enigma of Trump still to bear in mind.  Though we do not expect major broad Usd losses this year we will have to pay attention to 
the president's attitude towards so many potentially impacting factors such as the value of the Dollar, whether trade wars begin and end with China, and 
his relationship with Congress and whether he'll be able to push his agenda through.



It was another stop-start week for the European corporate market
where an up-and-down broader market tone and flurry of earnings
helped to limit fundraising activity.

In all, just three borrowers hit the screens, namely Iberdrola with a PNC5
hybrid, Imperial Brands with a dual-tranche 4.5/8yr senior offering
and Blackstone Property Partners via a 5yr. The borrowers jointly raised
a combined EUR2.8bn, representing a slowdown from the previous
week's EUR4bn and also marking the slowest full week of the year so far.

Whilst it is, of course, hard to draw too many meaningful conclusions
from the activity of just three issuers, the week's deals showed that
investors appear to remain keen to add inventory via the corporate bond
market and that conditions for issuers are accommodating.

That was reflected by the combined EUR9.7bn of orders seen for the
EUR2.8bn of paper with the average cover ratio standing at 2.98 times.
Iberdrola's EUR1bn PNC5 green hybrid stood out, attracting a book of
EUR4.8bn to mark one of the highest cover ratios seen this year.

One banker put the strong interest down to the fact that investors were
starved of paper at the end of 2018 due to volatile markets and now
conditions are more favourable, they are keen to add paper when it
becomes available. They also said that the chunky initial NICs on offer at
IPTs had helped entice investors into recent deals.

But, the strong demand has seen issuers this year ramp in pricing
considerably from IPTs to reoffer, taking a big bite out of large initial
premiums. Last week's deals, for example, were tightened on average by
26bps during execution with Iberdrola ramped in by 50bps. That massive
compression saw the Spanish Utility completely erase the initial 45bps
premium, allowing it to secure hybrid funding 5bps through its existing
curve. More broadly the average NIC stood at just 7.75bp this week, a
figure nudged up by the comparatively large NIC of around 20bps on
Blackstone's deal. Without Blackstone, the average was just 3.7bps.

Elsewhere, there was also a noticeable tightening in corporate spreads
during the early and middle part of the week after some positive

earnings and recent soothing central bank comments largely helped
balance out more disappointing data which has further thrust the
spotlight on global growth worries.

Ultimately, those worries helped to weigh on the performance of last
week's deals where, as of Friday afternoon, both the Iberdrola Hybrid
and Imperial Brands' two lines were bid outside of their reoffer levels.

Going forward, as more firms emerge from earnings related blackout, we
could see primary activity pick-up, but that will of course be tone
dependent.

Corp Comment: Mixed Messages From a Slower Week But Cash Remains Plentiful
By Matthew Barrett and David Corbell

This is an excerpt.  For the full article, please click HERE

https://www.informagm.com/stories/1461156


The Context

Growth downgrades from various sources (EC, BoE, RBA for instance –
although the latter was to 3%, the envy of European peers!) are
responsible for some of the hit to risk sentiment and the whack to
outright sovereign yields and curve flattening in Europe particularly. The
latest knock to risk sentiment comes from the postponement of
Presidents’ Trump and Xi get together to after March 1, the date when a
whole new set of tariffs are due to come into effect. It isn’t yet known
whether President Trump will follow through, but it’s worth
remembering this from UBS’ Paul Donovan:

‘Nearly all of the world's trade is conducted by large companies. If trade
is taxed, one of three things happens: large companies pay the tax;
customers of large companies pay the tax; large companies spend money
avoiding the tax. In other words, a tax on trade is a tax on equities.’

When equities fall, volatility rises which does tighten financial 
conditions. 

On a related note, BMO point out the circa 12bp compression in the USD
Libor-OIS spread since the December peak. The important point is that
the Libor leg is the main contributor (OIS steady as the Fed goes on
pause).

‘Moreover, the reality is that financial conditions are only indirectly tied
to fed funds. Rather, LIBOR (or in the future, SOFR) has a more pure
impact on corporate funding costs... and those rates have declined.’

This is another way of saying financial conditions have eased over the
period.

Meanwhile, back to the growth downgrades … it doesn’t take a rocket
scientist to consider what this might mean for expectations relating to
ITALIAN debt burdens … and for this reason, the BTP 10-year yield has
moved sharply back over 2.9%. The 2s10s BTP curve hasn’t altered
shape as front-end yields have also been lifted. The GERMAN CURVE is
now negative out to 9-years with talk intensifying about the possibility of

the 10-year going sub-zero (it is close to significant technical support
that is under 10bp). There are a great deal of countries with at least
close to record high debt/GDP marks … it might not be long before the
markets start to think in terms of debt crisis again, especially if ABN
Amro’s outlook materializes,

‘… despite the large downgrade in economic growth forecasts, they
probably do not go far enough, and further revisions are likely. For
instance, the EC still projects economic growth of 0.3% qoq in the current
quarter and 0.4% in Q2, while business surveys are consistent with a
much weaker trajectory in the near term.’

Growth Outlook Pummels (Most) European Yields

By Marcus Dewsnap, IGM Head of Fixed Income Strategy Back to Index Page

This is an excerpt from Marcus’ Week Ahead.  For the full piece see HERE.

https://igm-novus-production-uploads.s3.amazonaws.com/uploads/upload/asset/120997/IGM_Weekly_-_8_February_2019.pdf


The Context

South Africa’s 2019 Budget (February 20th) will be closely scrutinised
given the lingering growth and fiscal challenges facing the country and
the potential for Moody’s to finally follow in the footsteps of S&P and
Fitch back in 2017 with a downgrade to the country’s long-term foreign
currency credit rating to junk. All three rating agencies are expected to
provide updates around March.

The sovereign started this year with a stable outlook from Moody’s,
which cited the implementation of a transparent policy framework that
it believed will gradually strengthen institutions. The economy was also
expected to recover slowly but remain below levels seen in the first half
of the decade, hampered by the rigidities in the labour market and
insufficient and unstable power supply, and with no visibility on the
outcome of land reform a dampener on investor sentiment. Moody’s
projected GDP to reach 1.3% in 2019 from an estimated 0.5% in 2018.

Moody’s has in recent years been the most generous of the big three
agencies in the face of the weakening standard of governance under
former President Zuma and the continued deterioration of public
finances and growth prospects that prompted the series of rating cuts
from S&P and Fitch almost two years ago. As things stand Moody’s holds
South Africa at Baa3, the lowest investment grade; one notch above
Fitch and two notches above S&P.

What can be expected from the budget?

It would appear the consensus is that not much will differ from the Mid-
Term Budget Statement (MTBS) back in late October, which recall, laid
out a gloomy picture of the national finances (sky high debt and
disappointing tax collections) against the backdrop of a technical
recession and high unemployment. What really worried the markets and
appeared to lift rating cut risk was the fact government debt was
expected to stabilise later than expected and at a higher level, at almost
60%/GDP in 2024 vs 52%/GDP in 2022 previously forecast (see the
following dashboard).

In our opinion, GDP forecasts may well have to be trimmed further from
1.7%/2.1% for 2019/2020 respectively, as the slow reform agenda is
constraining growth. Little new is expected in terms of policy and with
Mboweni unlikely to announce any major changes to corporate,
personal income tax or VAT in an election year; instead placing emphasis
on increasing the efficiency of tax collections.

continued page 8

All Eyes on The South African Budget Amid Lingering Downgrade Risk
By Natalie Rivett, Senior EM Analyst



All Eyes on The South African Budget Amid Lingering Downgrade Risk …cont’d

continued page 9 
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The Context

Moody’s may well hold fire ahead of national elections

With little change expected from the budget, it is possible it will lead to a
rating downgrade from Moody’s in March, though this is not our base
scenario given the looming national elections in May. It is, however,
likely Moody’s will downgrade the outlook to negative whilst it awaits
evidence to support its expectation of a slow recovery in growth and
remains on alert with regards to troubled Eskom. The state-owned
power utility is one of the immediate fiscal challenges facing the
government.

President Ramaphosa can point to some successes in the fourteen
months he has been in power – he has replaced the boards and top
managers of state companies that have been engulfed in corruption
allegations and convinced several local and international companies to
back his drive to secure USD100bn in new investment. Yet, he remains
hindered to a large extent by the ANC, for which his political control is
tenuous.

Whilst Ramaphosa’s ascent to power initially boosted confidence,
sentiment has since weakened (albeit currently off worst levels) and
presumably as reforms have fallen short of expectations. USD/ZAR is still
almost 10% firmer than where it was trading in late 2017 and the 5-year
CDS is wider by around 20bp at 176bp (though it did top 250bp late last
year). Additionally, the 2026 SAGB yield has now pared all the losses
made in the few months that followed Ramaphosa’s election victory –
see the dashboard.

It remains to be seen if the ANC party can secure a healthy majority in
the upcoming elections. If it did, this could perhaps give Ramaphosa a
mandate to further pursue some measure of economic reform,
otherwise Moody’s may well be forced to act later this year, and this will
trigger capital outflows from passive investments. As the previous
dashboard shows, net cumulative inflows into South African focused
bond funds since the end of 2017 have already started to plateau after
peaking at an increase of more than 9% in October last year, in contrast

to equity funds, which remain on an upward trajectory.

Rand has shrugged off local risks

Whether Moody’s will continue giving South Africa the benefit of the
doubt is the biggest uncertainty for South African markets this year. Still,
with sentiment boosted at the start of the year by the more dovish Fed
and subsequent repricing of US rate hike expectations, players have
seemingly felt comfortable enough to overlook South African risks in the
short-term. So much so in fact, that until this recently the Rand was the
best performing EM currency against the Dollar YTD, to leave USD/ZAR
softer to the tune of almost 7% at lows since early August, near 13.200.
However, global growth concerns have since prompted a correction back
above 13.500.

The 2019 Budget may well prove a further near-term weight on the Rand
and on this, the charts suggest the rebound could extend to 13.747, a
level that is expected to cap gains and allow for a resumption of the
broader downtrend. However, the market needs some fresh risk-on
impulses - external or domestic – if there is going to be room for
USD/ZAR to further unwind 2018’s ca. 14% advance. We haven’t yet
ruled out a run to 13.081 (31 July 2018 low, near 61.8% retrace of
11.508/15.696 rally) in due course, but further out, we are likely to see
an unwinding of Rand strength in H2 should it become increasingly
apparent the sovereign will not escape a downgrade this year.

All Eyes on The South African Budget Amid Lingering Downgrade Risk …cont’d
Back to Index Page



The Context

Investors continued to move into fixed income fund groups during the
first week of February, bringing their risk appetite with them. EPFR-
tracked Emerging Markets Bond Funds recorded their biggest weekly
inflow since early 3Q16 and High Yield Bond Funds since late 4Q16 as
markets pencil in a significant pause – and even reversal – of monetary
tightening in the US and Europe.

On the equity side, the rotation from Developed Markets Equity Funds
to their emerging markets counterparts rolled on. Emerging Markets
Equity Funds absorbed more fresh money than Developed Markets
Equity Funds for the 12th time in the past 15 weeks as they extended a
run of inflows that started in early October. US and Global Equity Funds
added to their current redemption streaks as slowing global growth,
fears that US President Donald Trump and the Democrat-controlled
House of Representatives will put feuding over policymaking and Italy’s
slide into recession kept investors on edge. But Europe Equity Funds
snapped their 21-week run of outflows.

EPFR-tracked Bond Funds took in another $11.1 billion – a 56-week high
– during the seven days ending February 6 while Equity Funds posted a
collective inflow of $4.3 billion and Money Market Funds $35.2 billion. A
week after they posted only their fifth inflow since the beginning of
2018, outflows from Dividend Equity Funds climbed to a two-month high
despite the revised consensus on US and European interest rates.

At the single country and asset class fund levels, flows into UK Equity
Funds climbed to a 49-week high, South Africa Equity Funds posted
inflows for the seventh time in the past eight weeks and China Equity
Funds recorded their biggest inflow since mid-December while
redemptions from Spain Equity Funds climbed to levels last seen in early
4Q17. Total Return Bond Funds extended their longest run of inflows
since 1Q16 and Bank Loan Funds their longest redemption streak since
1Q16.

Dovish signals from the US Federal Reserve and European Central Bank
helped EPFR-tracked Real Estate Sector Funds record their biggest
weekly inflow since late 3Q16 as they extended their longest inflow
streak in over two-and-a-half years. But the loss of momentum in global
growth that triggered those signals weighed on funds dedicated to
growth-oriented sectors while the more defensive Utilities, Consumer
Goods, Infrastructure and Telecoms Sector Funds attracted fresh money.

In 3Q16 flows to Real Estate Sector Funds were driven in part by
reallocations tied to the breaking out of real estate from financials in the
S&P 500 index. The latest influx is tied largely to the value created by the
sell-off late last year, the revised expectations for the pace of US interest
rate hikes this year and the positive outlook for dividend plays if the
Federal Reserve remains on hold.

Energy Sector Funds, meanwhile posted their fourth consecutive outflow
as investors weighed mixed signals that include rising US investors,
supply cuts by Saudi Arabia and the political tensions in Venezuela.

Know The Flows – Riskier Fixed Income Groups Fare Well in Early February
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
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EM Asian Insight: RBI Cuts Rates, Implications Abound
By Freda Yeo, EM Asia Analyst

continued page 12 



The Context

The RBI unexpectedly cut rates by 25bps to 6.25% on top of changing its
monetary policy stance to 'neutral' from 'calibrated tightening'.

• 2 MPC members voted against the rate cut, whilst the change in
monetary policy stance was unanimous

• policy decision was noted in line with its medium term CPI target while
"supporting growth"

• This is the first rate move by the central bank since the last rate hike in
August last year.

The following press conference was wide-ranging in scope. Among the
headlines from the statements and the related press conference:

• inflation expectations continue to be guided lower, with Jan-Mar seen at
2.8%, Apr-Sep to 3.2-3.4%, Oct-Dec to 3.9%

• “Path of inflation has moved downward significantly", with food inflation
outlook benign in the short-term

• Upcoming rate decisions to be driven by incoming data, inflation seen
'soft' in near-term

• Core inflation firmness due to health and education inflation may not be
sustained over a period of time

• GDP growth also seen slightly lower at 7.4% for 2019/20, with downside
risks to domestic growth

• A number of rules surrounding loans and exposures to be removed,
including the 20% cap for foreign investors in corporate debt

RBI Governor Das sees room to tackle growth as long as the inflation target
is achieved (room to act as long as inflation under 4%), based on headline
inflation, with focus on private investment and consumption.

Other matters addressed include:

• Continued OMOs depend on "evolving situation" with liquidity currently
in surplus. RBI commits to infusing liquidity whenever needed (latest
announcement is INR375bln for Feb).

• RBI to address the government’s call for a special dividend, decision to be
driven by "principles and accounting norms".

Analysis: Outside of the surprise rate cut, the more important takeaway is
the RBI's alignment with the government to boost the economy in the face
of an uncertain global outlook and signs that the economy may be slowing.

• This is a boon to the government facing a tougher than expected re-
election battle by May, and gels with the government's efforts to grease
the wheels via rural voter benefits as well as middle-class tax cuts.

• Obvious beneficiaries include real estate-linked sectors like banks and
developers.

• On the other hand, the RBI's credibility will be back in focus especially as
ex-Governor Patel's ouster due to not being in-sync with the
government's agenda remains fresh in investors' minds.

• The divergence in opinion surrounding the economy could widen among
analysts

FX: The developments from this MPC meeting throws new uncertainties into
the air, especially with the very benign inflation outlook and the unexpected
rate move. While the RBI mentioned there was no 'urgency' in the rate cut,
the swift U-turn and the acknowledgement that there could be 'errors' in
calculating inflation, clouds the outlook, even as investors will probably find
plenty to like about RBI’s move. The cut has also to be balanced with the
expectation that more funding will be required, as revealed by the recent
budget release. As such, the USD/INR could continue to keep a range
100pips either side of 71.4000 for the immediate term.

EM Asian Insight: RBI Cuts Rates, Implications Abound …cont’d
By Freda Yeo, EM Analyst 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

• Potential bullish triangle/pennant type pattern developing, as

momentum builds for another push higher

• The 20-Month MA has crossed above the 200-Month MA and

continues to underpin the advance

_____________________________________________________________________

STRATEGY SUMMARY

Scope is seen for a stronger recovery towards 10.9370. Below 10.3469
stalls short-term momentum, but only a breach of 10.1257 weakens.

EUR/SEK – A Longer-Term Perspective
Technical Analysis by Andrew Dowdell Back to Index Page

Resistance Levels 

R5 11.7896 6 March 2009 high 
R4 11.4954 27 February 2009 high 
R3 11.1573 23 June 2009 high 
R2 10.9370 76.4% of 11.7896-8.1771 fall 
R1 10.7291 29 August 2018 high 

Support Levels 

S1 10.3469 1 February 2019 low 
S2 10.1257 31 December 2018 low 
S3 10.0833 9 November 2016 high, near the 14 June 2018 low at 10.0962 
S4 9.7458 31 January 2018 low 
S5 9.4109 2 February 2017 low 

 



The Context

• Accelerated long-term narrowing to 64.1 (1 February, 27½ month

low, near 24 October 2016 low), before ranging

• Bearish multi-timeframe studies suggest fresh narrowing through

64.1 targeting 53.6 (29/30 September 2016 lows)

• With little to suggest a turn-around, sustained narrowing would

then expose 47.9 (2016 base – 7 July)

• Only above the 50DMA at 81.7 and then 86.8 (28 December

2018/9 January lower highs) would cause a re-think

____________________________________________

STRATEGY SUMMARY

Look for renewed spread narrowing through 64.1 targeting 53.6 then the 
2016 base at 47.9. Stop and reverse on sustained widening above 86.8

EU 2v10YR SPREAD – Further Narrowing Expected Towards 53.6/47.9

Technical Analysis by Ed Blake Back to Index Page

Resistance Levels 

R5 109.8 9/11 October 2018 lower highs 
R4 105.0 2/5 November 2018 lower highs 
R3 94.4 17 December 2018 lower high, near a 12-month falling trendline at 97.6 
R2 86.8 28 December 2018 and 9 January 2019 matching highs 
R1 76.1 5 February 2019 lower high, just below the 50DMA at 81.7 

Support Levels 

S1 64.1 2019 low – 1 February, near the 24 October 2016 higher low at 64.2  
S2 53.6 29/30 September 2016 higher low 
S3 47.9 2016 low – 7 July 
S4 32.9 2015 lows - 20/21 April 
S5 20.5 19 September 2008 higher low 

 



The Context

• Fell from 86.74 (3 Oct 18 peak) to 49.93 (26 December low, near

61.8% retracement of 27.10/86.74 rally), before recovering

• Studies are improving, but above 63.73/99 is needed to confirm

near-term basing and allow a recovery extension

• Scope would then be seen to lower highs at 68.38/74.13 (which

coincide with 50% and 61.8% retracements of 86.74/49.93 fall)

• A failure to clear 63.99 and/or a return below 58.90 would avert

and threaten a downtrend resumption

____________________________________________

STRATEGY SUMMARY

Buy on a sustained break of 63.73/99 in anticipation of a recovery 
extension to 68.38, perhaps 74.13. Stop and reverse on a return below 
58.90

Front Month Brent – Near Term Direction Hinges on Resistance at 63.73/99

Technical Analysis by Ed Blake Back to Index Page

Resistance Levels 

R5 81.92 15 October 2018 lower high 
R4 78.05 76.4% retrace of the 86.74/49.93 fall, near 29 October 2018 lower high 
R3 74.13 5 November 2018 high, near 61.8% retrace of the 86.74/49.93 fall at 72.68 
R2 68.38 16 November 2018 lower high, near 50% retrace of the 86.774/49.93 fall at 68.33 
R1 63.99 38.2% retrace of 86.74/49.93 fall, near 7 December 2018 lower high at 63.73 

Support Levels 

S1 58.90 14 January 2019 low, near 50DMA at 59.36 and 28 January 2018 low at 59.49 
S2 52.51 2019 low – 2 January 
S3 49.93 26 December 2018 reaction low, near 61.8% retracement of entire 27.10/86.74 rally at 49.88 
S4 46.11 10 July 2017 low 
S5 44.35 2017 low – 21 June 
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