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bulls.
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The day chart has a near Double
failure (not apparent on the weekly
chart) at the 3000 level.
Note too the completion of a bear
head and Shoulders at the 2760
level (though there was some
uncertainty at the Neckline).
Minimum move for the bears
measured from the Neckline?
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Stocks are weak, especially the EuroStoxx50

FUNDAMENTALS:
The rally in equity markets globally looks at risk now as traders start to re-assess the
health of the global economy. And no matter where one looks, all the major
economies are experiencing their own unique and sometimes shared difficulties.
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In the US the burden of run away fiscal deficits and clear signs of persistent
economic weakness are taking toll on equity markets as investors turn to bonds.
In the UK, the fiscal retrenchment has turned a recovery that was pumped up on
fiscal stimulus under Labour, into a more sluggish affair as the current administration
struggles to return UK public finances to a healthier path, leading the Bank of
England to turn a blind eye to clear inflationary pressure.

In Japan, that economy was already struggling to free its self from the grip of a
deflation that has persisted for the best part of two decades, and cruelly just as the
authorities seemed to be on the verge of improving conditions, a natural disaster
struck earlier this year that swamped the economy and pushed Japan back into
recession, requiring the authorities to spend Billions at a time when the rating
agencies are starting to feel uneasy about Japans fiscal health.
Even in the much-heralded economies of India and China the authorities are trying to
tame inflation induced by growth rates in excess of 8% a year.
But it is the Euro zone that seems to have the most difficult task ahead. The Euro
zone came about by the force of political will even though many of the conditions
required for an optimal currency area had either not been met or even prescribed.
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FUNDAMENTALS: CONTINUED
Many Euro zone countries have maintained their 1st world lifestyles on the back of public
spending. As members of the EU funds were made available to the poorer regions to help
develop infrastructure and support regional economies, there has never been an imposed
discipline requiring EU member states to keep budgets to GDP or debt to GDP ratios in a
sustainable range.
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The Maastricht treaty did stipulate acceptable ratios as part of the Euros launch, but have
never really been imposed. When core Countries like France and Germany have
exceeded these on occasion, how can the weaker periphery be expected to behave any
differently?
When economic times were good, these problems were conveniently ignored, but the
financial crisis/recession exposed all of these weaknesses and despite repeated efforts to
rescue the likes of Greece, Portugal and Ireland with huge amounts of money and
externally imposed fiscal retrenchment, the Euro zone sovereign debt crisis goes on.
With the health of the global economy once more under scrutiny and the US sleepwalking towards its own fiscal crisis, are equity markets and in particular the DJ
EUROSTOXX50 such a good buy?
Over recent weeks this market has corrected lower, but the correction risks becoming a
new bear trend. Greece has seen its debt downgraded to a level where default is
imminently expected and although the spot light shines on the hapless Greeks several
other peripheral economies aren’t fairing much better.
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We judge the DJ EUROSTOXX50 looks vulnerable to further material downside
weakness since the problems outlined are yet to be convincingly addressed, let alone
solved.
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The material and information set out in this research is not intended to be a quote of an offer
to buy or sell any financial products. Any expression of opinion is based on sources believed
to be reasonably reliable but is not guaranteed as to accuracy or completeness.
The material and information herein is general and for informational purposes only. Although
Seven Days Ahead endeavours to provide useful information they make no guarantee as to
the accuracy or reliability of the research.
The derivative market comprises volatility and considerable risks. To the maximum extent
permitted by law no responsibility or liability can be accepted by Seven Days Ahead, any
company or employee within its group for any action taken as a result of the information
contained in this presentation. You are requested not to rely on any representation in this
research and to seek specific advice from your accountant, legal adviser or financial services
adviser when dealing with specific circumstances.
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