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2018 Investment Outlook

The Context – 2018 Outlook

By Ryan Nauman, V.P. Product and Market Strategist

Albeit at a more moderate pace, global economic expansion looks to
continue into 2018, providing the tailwinds for global equities to
reach new highs. Risks will increase along the way, resulting in an
uptick in market volatility. Equities remain the preferred asset class,
driven by the global expansion and earnings strength, however,
investors should scale back return expectations on equities, due to
increased risks. Geopolitical risks, fiscal policy uncertainty, central
bank tightening, fears in China, and a moderating global expansion
pace will subdue equity performance.

Equities
Lofty valuations (31.3 Shiller P/E ratio) reflect a maturing economic
cycle, making U.S. equities less attractive and more susceptible to a
steep sell-off due to market disturbances. Developed markets, namely
Europe and Japan, where relative valuations are more attractive,
provide greater upside versus U.S. equities. Currency risk and trade
tensions will provide volatility, but improving corporate fundamentals
and reasonable valuations will provide the support for emerging
markets to outperform developed markets.

Fixed Income
Faced with tight labor markets and the potential for an overheating
economy, the Fed will continue its gradual rate hikes, and we’ll see an
uptick in U.S. inflation. Valuations across many fixed income segments
look expensive compared to historical averages. Investors are not
being compensated for adding risk, as corporate yields are low
compared to Treasury yields. These spreads don’t look to be
changing, as economic outlooks remain positive through 2018. This
fixed income environment makes Treasuries, investment grade
corporates, and high yield bonds less attractive relative to emerging
market debt.

Alternatives
Oil prices look to be range bound, with OPEC providing support with its
willingness to cut supply, while a strengthening U.S. dollar and growing
supply of shale will cap upside potential. With rising interest rates and a
stronger U.S. dollar, commodities should be looked at as a diversifier and a
true hedge for a defensive portfolio. Real estate will continue to offer an
alternative to yield seeking investors during this low yield environment,
and is more attractive compared to other alternatives.

Takeaway
2017 is a tough year to follow, as expectations for 2018 will be high.
Continued global expansion will provide opportunities for investors in
2018, however, lofty valuations and increased risks will provide bumps in
the road. A fully invested, globally diversified, dynamic portfolio that
capitalizes on the global opportunities, while hedging risks, will provide
investors the opportunities for a profitable 2018.

Back to Index Page
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Looking At 2018 And Beyond
By David Ader, Chief Macro Strategist

The Context – 2018 Outlook

GDP has averaged 2.1% since 2012. The one-page Treasury document
on the subject of the deficit, predicts the tax cuts will generate $1.8
trillion in revenue, though details were scant. Their assumption is of
2.9% GDP growth over the next 10 years. Allowing for the 0.08%
annual gain estimated by the Joint Committee on Taxation and the
mean of the last six years, I get to about 2.25% GDP at best, which
would leave us with a deficit increase of well over $1 trillion.

The chart below of CBO Budget Projects does NOT include any
assumptions for a rise in the deficit as a consequence of the tax plan.
So, even if the latter were deficit neutral we still face a rapidly rising
deficit which means a higher debt-service burden to detract from
spending on economically expanding things, like infrastructure. Highly
indebted countries have a notoriously slow pace of growth and low
inflation.

Given all that, I don’t see the logic in not adding longer-term issuance to
the mix of Treasury offerings and if I’m correct that there’s limited
upside to yields in the coming few years, then it would be prudent for
Treasury to expand the average maturity of its outstanding debt.

And that has repercussions for bond investors. Consider the chart
below of the bond market, effectively an aggregate index provided by
my old colleagues Ian Lyngen and Aaron Kohli over at BMO. Note the
red line representing the weight of Treasuries in such an index. (Note
Blackrock’s AGG has 47% govies, 28% corporates, 25% MBS, a
smattering of munis and is 93% US). When we see a rise in Treasury
issuance due to the deficit, the weighting of Treasuries in an index will

Continued page 5
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Looking At 2018 And Beyond – Cont’d

The Context – 2018 Outlook

This is an excerpt from David’s 2018 Outlook, for the full article click HERE.

rise as well. Likewise, if we see more Treasuries, the maturity of such
an index will rise and all the more so if longer Treasuries are ultimately
added to the issuance mix.

The market has done a good job of anticipating Fed hikes and done it
better than the Fed’s own dot plot. Those views, however, are
converging. The Fed now has a projection for Funds at 2.1% at the end
of 2018 and 2.7% for the end of 2019. I expect that if the Fed is in that
range the yield curve will be perfectly flat to inverted. The market
currently is about 20 bp under the Fed’s projection. I assume that
would put the Funds-2s spread at about 25 bp or 2.25-2.45% 2s and
take the 2s/10s spread to 0-20 bp in the latter phase of 2018.

I also don’t think the Fed will take Funds over 2.5% in the remaining 
days of this cycle.

Inflation has been elusive and remains so. You can see this in market
measures of inflation like Break Evens and 5-yr 5-yr forwards, and in
much if not most of the conventional inflation measures and in real
wages. The flatter curve in good part about all that.

The Fed continues to worry and may be finding solace in rather
unconventional measures, or at least new ones. They may find it by
looking at sub measures, but the main ones – CPI and PCE, especially at
core levels – remain market friendly.

Back to Index Page

https://igm-novus-production-uploads.s3.amazonaws.com/uploads/upload/asset/73226/Ader_s_Musings_15_December_2017.pdf
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BoJ Unlikely to Tweak YCC Before Q2 2018 But Normalization Inevitable 
By Jian Hui Tan

There has been speculation since the last BoJ meeting on 30-31 October
that YCC tweaks may be made ahead. That said, we remain of the view
that such a tweak is counterintuitive given the BoJ implicitly wants to
prevent a flattening yield curve.

While BoJ Gov Kuroda made references to the "Reversal Rate" theory in
November, he subsequently came out to stress that it was merely an
academic discussion and wasn't an indication of tighter monetary policy
in the coming year. In addition, he has steadfastly maintained that
current accommodation is required as its inflation target remains
distant.

No YCC tweak expected at least until Q2 2018

At this point, we hold the view that the BoJ will stand pat on policy for
the foreseeable future and that there will not be a YCC tweak at least
up until Q2 2018, which would be the time when we get concrete
evidence whether Japan's core-CPI will start to trend up towards the 2%
target.

So long as core-CPI is around or below 1%, it's unlikely YCC parameters
will be tweaked and we would not expect the market to materially price
in such a scenario.

In our eyes, the cue for any YCC tweak will come via what the BoJ does
at its regular bond purchase operations.

Purchases in the belly have not been altered, and only when we start
to see reductions in the 3-5 and 5-10 year buckets, will the prospect of
a tweak need to be priced in.

Reading between the lines though, the inference could be that the BoJ
is taking advantage of favorable market moves to reduce JGB
purchases whenever it can without stoking market volatility. In
essence, the CB is looking to extend its stealth tapering that started
from the early part of 2017, with net JGB purchases thus far in 2017
well below the soft target of Yen 80tn annually.

Looking further out, it's inevitable the BoJ will need to rein in QQE as
effectiveness wanes

Let's look at the mid-term picture and by that, we mean late 2018 into
2019.

While stealth tapering has been facilitated by YCC for now, it's
inevitable that the BoJ will have to openly start policy normalization
towards 2019.

One reason for this is the lack of JGB supply with the large scale QQE
having distorted the market by scooping up all the inherent supply in
the secondary market.

Another reason is that the QQE program has not had a sustained
impact on Japan's inflation/consumption dynamics or on the Yen.

Up until now, there's been symbolic reductions in JGB purchases for the
less than 1-year segment (from Yen 70bn to Yen 50bn which is the
lowest since Mar 2015) on 27 November and for the greater than 25-
year bucket (from Yen 100bn to Yen 90bn).

Continued page 7
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BoJ Unlikely to Tweak YCC Before Q2 2018 - cont’d

Japan's inflation and consumption

Anecdotal evidence shows that despite the large monetary base
expansion, it has had a limited impact on core-CPI (which is still less
than half of the 2% target).

Japan's MOF likely to trim bond auctions in 2018

Looking ahead to 2018, Japan's MOF will likely trim the size of its bond
auctions for the 5th straight year.

A large part of this is down to the fact that the government has largely
stepped away from fiscal spending, with the mooted Yen 2tn package
(centered around education, elderly care) a minuscule sum in the
grand scheme of things.

Consumer demand has also been weak given the lack of wage growth
(blame this on the lack of focus on structural reforms) and the 2014
sales tax hike which saw consumption fall off a cliff and push Japan back
into a recession.

This brings us to the scenario of decreasing benefits tied to QQE all
whilst the negative impacts (market distortion) build. In this sense,
there is a growing argument for the BoJ to normalize its policy heading
into 2019.

BoJ’s Masai made reference to this, stating that while it's vital for the
Bank to show its determination in achieving the inflation target (risks
still tilted to the downside), they need to monitor the effects and side-
effects of nearly 5-yrs of QQE

The Context – 2018 Outlook

This is an excerpt from, for Jian Hui’s full article, please see HERE.

Back to Index Page

https://igm-novus-production-uploads.s3.amazonaws.com/uploads/upload/asset/72915/BOJ_2018_Outlook.pdf
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Trump Good For Growth And Good For The Dollar
By Tony Nyman, Head, G10 FX 

Since the much-criticised Trump administration took office, the US has
registered (quarterly annualised) GDP outturns of 1.2% in Q1 2017
followed by Q2’s 3.1% and most recently 3.3% over Q3.

The President’s top adviser Cohn said recently that the US economy
would eclipse 4% in 2018 'easily' with the tax bill in place. In fact, if it
were not for the negatives of the hurricanes the President would be
hitting those levels already.

The US economy is performing strongly enough to suggest the Fed will
hike 2 to 4 times next year. GS bets on the latter as well as a 3.0% handle
when it comes to the U.S. 10-year yield in 2018.

The Dollar has been an underperformer this year, perhaps harshly
treated by the negative reaction to all things Trump and repeated
controversies. Once the market gets used to the way the president goes

about things, the Usd should begin to play catch-up with its relatively
frothy fundamentals.

For the Franc, Swiss growth and inflation have been on the rise and 'Chf
strength' (really? Still?) will remain uppermost in the SNB's minds and
actions (intervention? You bet!) and so expect the CB to change as little
as possible so as not to inspire a Chf correction. Like many others in the
market, we also do not countenance the SNB hiking before the ECB,
again possibly Chf value related.

For Gbp, we think a tentative Brexit deal reduces only a tiny part of
enduring risk. Economically, UK growth estimates continue to be
dropped, while inflation is widely tipped to have peaked/peak soon and
so the BoE should be in no rush to hike again next year (certainly not in
H1). Politics, however, remains our main focal point and a negative one.
The Cons/DUP 'alliance' looks vulnerable and the more UK PM May is
perceived to be caving in to EU demands the more likely a leadership
challenge and the biggest threat of all to the Pound, Corbyn and a hard
left Labour government. That would really scare investors!

We will look to go long Dollars versus both the Chf and Gbp.

 Sell Gbp/Usd at 1.3500 for 1.2250 and leave a stop at 1.4323 
(above the 76.4% of 1.5018/1.1841 post Brexit result move).

 Buy Usd/Chf at market (circa 0.9900) for a move on 1.1250, leaving 
a stop at 0.9477.

RISKS - Trump obviously and possible action to curb Usd strength.

The Context – 2018 Outlook

Back to Index Page
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CEEMEA 2018 – Contrarian Trade: Short Pln/Huf
By Chris Shiells, Emerging Markets Managing Analyst

Heading into year-end, the market consensus is that the PLN will
continue to outperform the HUF in 2018, driven by improving economic
fundamentals and divergent monetary policies. But with PLN/HUF
hovering just below its record peaks, we argue that perhaps the market
is already fully pricing in this scenario and things could turn out
differently next year, especially in Q1.

Reasons why PLN may struggle:

Deteriorating relations with EU – Poland is pushing ahead with judicial
reform and although outright EU sanctions against Poland are very
unlikely, we see any further deterioration in relations as being negative
for markets. Poland is also in dispute with the EU over accepting
refugees (EU has threatened to sue Poland, Hungary and Czech
Republic for refusing to accept quotas, and illegal logging). This could
result in the loss of agricultural subsidies, and puts at risk the inflow of
EU funds when the medium-term budget is negotiated in 2020, where
countries will be fighting for a smaller pot given the UK is likely to be
no longer contributing. There has already been calls from some
member states, including Germany and France, to limit access to EU
funds for countries disrespecting the democratic rule of law.

The whole discussion puts a spotlight on the market-unfriendly
political climate in Poland, which even the appointment of a new
market friendly PM, Morawiecki, cannot mask.

New legislation to aid CHF-denominated mortgage holders has been
put on the back burner, but was an integral part of President Duda’s
election campaign. Thus, there is a risk that he may link his approval

of judicial reforms, with a requirement that the government accepts
proposals to help CHF-borrowers. Any costs to be shouldered by the
banking sector from the final bill would likely be PLN-negative.

There is still a risk that PiS party leader Kaczynski could still become
the country’s PM as he enjoys the popular support of the party’s
core, who do not trust Morawiecki given his links to ex-PM Tusk.

The dovish NBP faction remains in majority throughout 2018 and CB
manages to avoid rate hikes.

Reasons why HUF may not weaken any further:

It looks as though the NBH has reached its peak-dovishness, with
very little left in its policy locker and with Hungary’s strong GDP
growth (+3.9% y/y in Q3) and rapidly climbing wages (above 13% y/y
in September), some are asking the question - how long can the NBH
cling to its dovish outlook? CPI may accelerate more than expected
next year, with GDP growth expected to hold around the 4.0% y/y
mark throughout 2018, which could push the CB to tighten policy
before 2018-end. In other CEE countries at the same stage of the
business cycle as Hungary, this has been enough for them to start
tightening policy.

Political risks in Hungary are less severe than in Poland, despite the
fact that there are parliamentary elections in April/May. Volatility is
unlikely as PM Orban’s Fidesz party holds a significant lead in the
polls, and only a dramatic upset could derail the incumbent party’s
likely victory.

Continued page 10
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CEEMEA 2018 – Contrarian Trade: Short Pln/Huf – Cont’d

Back to Index Page

We recommend a speculative and contrarian SHORT PLN/HUF position at levels above 

74.50, targeting a drop to 75.19 (52-week moving average).  Stop at 2008 record high 76.69.

The market knows what it gets with PM Orban, who has been at logger-
heads with the EU for many years; thus, it can be argued that the risks
are already priced in to the HUF.

This is backed by the Technical Analysis picture:

• PLN/HUF rally is approaching close to some 
historic critical resistance levels.

• The 9 year trendline resistance is sited at 
75.750, ahead of the 2001 & 2015 peaks at 
75.990/76.020, and the 2008 record high at 
76.690.

• For the last few weeks the market has been 
persistently overbought, with the 14 week 
RSI showing the most overbought readings 
since early 2014.

• Therefore, there is a significant probability a 
reversal, possibly towards the 52 week 
moving average near 72.190.

Thus, we envisage the possibility that the PLN could underperform the
HUF in early 2018, with downside risks to the former more likely to
surprise than in the latter.

The Context – 2018 Outlook



Title

11

ECB The Surprise Package For Bears in 2018

By Alvin Baker, Sovereign Fixed Income Manager

Back to Index Page

Looking into 2018, ECB policy looks out of touch with reality, but
guidance has been set with well-behaved Eurozone inflation in mind.
However, this may not be set in stone to the extent many think, and
have positioned for. Currently, asset purchases are expected to run until,
but we think won't be extended beyond, Sep 2018. Re-investments can
and probably should.

However, we see a scenario where ECB policy hard-liners (hawks) may
become a lot more vociferous in H1 2018 arguing for a more punchy QE
taper and quicker policy normalisation.

Hawkish impulses: Oil (Brent above $65/brl) continues to rise, growth
races over 2% in H1, the Euro stays calm, the German
government/election is sorted, and there is Brexit transition deal
positivity. The Fed sticking to its '4-Dot' plan, and smooth passage of tax
reforms are the other bearish factors.

Dovish counter impulses via the Euro front-running action too
aggressively, the German election stays unresolved, a hard Brexit or no
deal looking more obvious, and the Fed bowing to flattening yield curve
junkies. All told, the 10-year German yield looks incredibly low. Even a 1%

handle with growth of 2% and inflation knocking around this level
presents a loss for bondholders. We think as soon as ‘ZIRP days are
over’ language is heard, bulls will run for the hills and we could see the
yields smash through 1%, and even 1.5% on a panic move nearer the
end of 2018.

Irrespectively, we see the ECB trying to box itself out of the policy corner 
of its own doing before the curve goes ballistic. This could be undertaken 
by the softer doves, led by Praet and Draghi. They could offer nuances to 
soften sequencing jawboning by declaring that ample accommodation is 
no longer required. This could start a chain of language that warns that if 
inflation and/or the key inflation swap metric (see graph) climbs above 
1.8%, PSPP (sovereign debt purchases) will be terminated sooner.

The Context – 2018 Outlook
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Thoughts on HY as 2018 Looms
By Giles Hamblett, Loans Editor 

Back to Index Page

The European high yield market has had a very good 2017, volumes
(EUR 80.14bn) have not only comfortably passed last year (EUR
44.77bn) but also the previous high water mark set in 2014 (EUR
62.45bn). While total returns couldn’t match last year’s 9% level, the
iBoxx EUR HY Main ex-Crossover has returned a very respectable 5.89%
(at the time of writing). That stacks up pretty well against iBoxx EUR
non-financials that has returned 2.48% (versus 5.42% in 2016) and iBoxx
EUR financials at 3.72% (vs 4.11% in 2016).

However with a rosier economic picture continuing to develop,
Deutsche pointed to growth-led investment and M&A as potential
drivers of an increase in net issuance, although it noted that the
migration of some BB credits into investment grade will remove some
paper from the high yield universe.

With respect to investor hopes and investor fears, BofAML's latest
credit survey gives a good indicator of the latter with credit bubbles
returning to the apex of buyside worries.

For high yield investors specifically, worries over credit bubbles are
matched by fears of rising yields, a concern that barely moved the dial
in the previous survey back in October.

And for risks that have been flying under the radar? Central Bank policy
mistakes came out top with very high leverage and faltering global
growth taking joint-second spot.

And although 'stretched valuations' seems to be a phrase cropping up
with troubling regularity in many an end of year summary, it is not
dissuading market oracles from predicting further tightening in high
yield 2018 (well the earlier part of it at least).

In its outlook piece, BofAML noted that in an environment where
investors continue to reach for yield, further tightening of HY cannot be
ruled out given its higher beta nature. Meanwhile Deutsche felt that
despite elevated valuations, spreads should remain supported through
Q1. However, the bank does see the market moving wider by end of
2018 as inflation, yields and volatility rise.

In terms of market picks, the German bank sees relative value in EUR Bs
over EUR BBs following the recent sell off. Natixis, which is taking a
neutral stance on EUR HY overall, views the CCC segment (though a thin
one in EUR) as the best value play. It also singled out LBO names in the
CCC+ bracket but, given the idiosyncratic risk, warned that such names
require a hefty dose of caution.

In terms of issuance, the general consensus seems to be for another
good year in 2018. Natixis is predicting a figure as strong as 2017, though
with net issuance dropping significantly.

The Context – 2018 Outlook
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Monetary policy tightening initiated by the Fed in
combination with rising oil prices should force most of the
region’s central banks to end accommodative monetary
stances. We will see a broad regional shift towards monetary
policy tightening, with this pace different from country to
country. For example, Bank Negara Malaysia should see an
urgent need for a rate hike because of growing inflationary
pressures while the Reserve Bank of India might try to hold
policy rates as-long- as-possible because of the ongoing bank
re-capitalization plan. In our view, the interest rate differential
outlook for the region will become more complicated next
year than this. Therefore, the so-called "carry trade" might be
far less popular next year.

As far as money inflows are concerned, we are afraid that
they will be much weaker next year than this year, given that
successful tax reform in the US will encourage many US
companies NOT to pour their money overseas.

In 2018, we look for a progression of the monetary policy
cycle and the emergence of new sub-themes such as a
moderation in GDP growth and a CAPEX upswing in the tech
sector.

New Themes For EM Asia FX in 2018

In our view, the MYR and TWD will benefit a lot from the above-said
developments. The former will likely see its central bank tighten policy
more aggressively than regional peers, while the latter will shine if the
capex upswing in the tech sector occurs as we anticipate. In terms of
valuation, both currencies are cheap in EM Asia (chart 1).

• USD/MYR targets: 3.80 (H1 2018), 3.60 (H2 2018)
• USD/TWD targets: 29.00 (H1 2018), 28.50 (H2 2018)

By Tim Cheung, Head of China and Riki Zhang, Analyst 

Continued page 14
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Then what about USD/Asia as a whole if the Fed keeps tightening next
year? The answer is: historically, the USD has often under-performed
once the Fed begins hiking (it started lifting rates in December 2015) or
when global growth was robust (the ongoing expansion has been above
trend throughout 2017). Chart 2 shows that over the past 35 years, we
only saw a very directional USD rally in the 1983 Fed hike cycle.

New Themes For EM Asia FX in 2018 - cont’d 

Therefore, it might prove to be unfruitful if an investor chooses to hold
a multi-month strategic long position in the USD on the view that the
Fed will hike once a quarter next year.

Don't forget late-cycle fatigue could also set in for the USD once the
Fed's frequent hiking begins to weaken the US economy.

The Context – 2018 Outlook
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The year 2017 was a very good one for Chinese asset markets. We saw
a strong CNY FX rebound against the USD as well as the Shanghai
Composite Index's upward revisit of the 3400 level. The only area that
proved unexpectedly disappointing was the sustained slide of
government bond prices. This due to Beijing’s increased efforts to
regulate asset management products and clamp down on shadow
banking activities.

Despite the year drawing to a close, the government did not slow
down the financial deleveraging pace. In mid-November, the banking
regulators issued a consultative document, the first comprehensive set
of rules governing the asset management industry, particularly
shadow banking activities.

China's President Xi, after his position as the country's top leader was
strengthened further at the 19th Party Congress, will likely accept a bit
more of an economic slowdown as a price for the continuation of
financial deleveraging. As such, we expect China to resume a modest
GDP growth deceleration in 2018 to 6.4-6.5%.

As far as CNY FX is concerned, stability will remain crucial, though
further currency appreciation might already be no longer desirable in
the eyes of policymakers. The removal of the 20% FX reserve
requirement imposed on commercial banks in September allowed
onshore corporates to hedge against CNY depreciation risk at lower
costs. That, to a certain extent suggested the PBoC was ready to
accept a certain degree of currency weakening after the CNY
appreciated more than 7% against the USD during the first nine
months of 2017.

It is worth noting that for the export sector to help offset an internal
demand slowdown, due partly to financial deleveraging, it is not
unreasonable for Beijing to have a mild bias towards a weaker trade
weighted RMB next year. However, we suspect any weakening of the
CNY in 2018 will happen only gradually and that the regulators will
continue to use the counter cyclical factor (chart 1) introduced in May,
to guide market sentiment, if necessary.

Specifically, we wouldn't be surprised by a gradual slide of the CFETS
CNY index back to 93 in 2018. In contrast to the CFETS CNY index,
USD/CNY will have its performance determined more so by the USD
direction. For example if the USD extends its rebound on successful US
tax reform, we might see the USD/CNY's upward revisit of 6.80 in
2018.

China’s Yuan Will Likely See Moderate Depreciation
By Tim Cheung, Head of China and Riki Zhang, Analyst 

Back to Index Page
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Australian 10-Year Yield – Attempts to Form Inverse Head and Shoulders Pattern Into 2018

Technical Analysis by Marnie Owen

Back to Index Page

• Forms a potential inverse head and shoulders 
base pattern over the 2016 record low at 1.811 

• Watch for the right shoulder to form over 
2.315/2.212 area ahead of a return through the 
neckline and the 2.980 lower high to complete 
the pattern

• Once the pattern is completed watch for tests 
of a 9.5yr potential falling trendline at 3.159 
then an equality target at 3.484

• Sustained yield strength would then expose the 
inverse head and shoulders pattern target near 
4.069

• Only below 2.212 then 2.036 would negate the 
pattern and suggest further ranging in 2018 
while 1.811 holds

STRATEGY SUMMARY
Short Australian 10-year bonds near 2.315/2.248. 
Look for yields to advance to 3.159 initially then 
3.502 and possibly 3.743/4.069 on a concerted 
break. Exit the position if yields decline below 
2.036.

IFI Research’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.

Resistance Levels

R5 3.743 19 September 2014 peak

R4 3.502 1 October 2014 minor lower high near 3.484, 1.000x 1.881/2.980 from 2.315)

R3 3.362 13 November 2014 minor range high

R2 3.159 2015 high – 11 June

R1 2.980 10 March 2017 year-to-date high
Support Levels

S1 2.315 15 June 2017 year-to-date low 

S2 2.212 9 November 2016 reaction low, near prior range low at 2.248 (3 February 2015)

S3 2.036 18 July 2016 prior range high 

S4 1.904 30 September 2016 minor higher low

S5 1.811 2 August 2016 record low 

The Context – 2018 Outlook
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GBP/JPY – Reversal & Multi-Month Continuation Point Significantly Higher

Technical Analysis by Martin Jones

Back to Index Page

• Extends higher after completing a bullish multi
month continuation in September

• This builds on the reversal area that was
completed in November 2016

• The MACD indicator has crossed the signal line
to endorse/confirm the recovery structure off
121.61. This reverses the decline from 195.88

• The next significant focus is 158.74 (50% of the
major down cycle), shields 162.45 (equality of
121.61-148.46 from 135.60)

• Longer-term, though, recovery scope lies
towards 167.51 and 178.35 (61.8% & 76.4%
retracement points)

• 146.95 now likely underpins while only sub
138.67 focuses lower longer-term

STRATEGY SUMMARY
Stay long or buy into dips for gains to
158.74/162.45. Further out, scope lies to 167.51
& 178.35. 146.95 likely underpins while sub
138.67 is needed to focus lower.

Resistance Levels

R5 175.02 1 February 2016 high  

R4 167.51 61.8% retracement of 195.88 to 121.61  

R3 164.10 11 March 2016 lower ceiling    

R2 162.45 Equality of 121.61 to 148.46 from 135.60 

R1 158.74 50% retracement of 195.88-121.61  

Support Levels

S1 146.95 9 September 2017/28 November 2017 lower continuation 

S2 139.31 24 August 2017 low  

S3 135.60  17 April 2017 reaction low 

S4 126.50 24 August 2017 cycle low   

S5 121.61 2016 low – 7 October  

The Context – 2018 Outlook

IFI Research’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.
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Front Month Brent Futures – 2¾ Year Inverted H&S Base Underpins Strength

Technical Analysis by Ed Blake
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• Completed a 2¾ year inverted head and
shoulders base in September and has since
rallied to post new 2½ year highs

• Firming daily-monthly studies suggest an
initial strength to the 2015 peak at 69.63

• A sustained clearance would then open an
equality projection at 75.62 (1x 27.10/58.37
off 44.35), perhaps 81.86 (61.8%
retracement of 115.71-27.10 fall)

• Sustained strength would ultimately expose
the target from the inverted head and
shoulders base at 91.50

• Short term corrective setbacks should hold
over 55.06 – below would concern and re-
open the former neckline at 51.90

STRATEGY SUMMARY

Buy into dips towards the 55.06 higher low in
anticipation of strength through 69.63 opening
an equality target at 75.62. Place a stop under
the former neckline at 51.90

The Context – 2018 Outlook

Resistance Levels
R5 87.94 29 October 2014 lower high
R4 81.86 61.8% retracement of the 115.71-27.10 fall
R3 75.62 Equality projection of 27.10-58.37 from 44.35
R2 71.41 50% retracement of 115.71-27.10 fall
R1 69.63 2015 high – 6 May

Support Levels
S1 61.08 17 November 2017 minor higher low
S2 55.06 9 October 2017 minor higher low
S3 51.90 Neckline of the 2¾ year inverted head and shoulders base
S4 50.00 17 August 2017 higher low, nr a 23mth tentative rising trendline (50.17)
S5 44.35 2017 low – 21 June

IFI Research’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.
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