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Summary

Buy Dec Gilts (1/2 Pos) today @126.88. Stop @ 124.61. Take Profit 136
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Long Gi lt Dec 11

(1) TECHNICAL :Buy Dec Gilts (1/2 Pos)  @126.88. Stop @ 124.61. Take Profit 133

Weekly Gilt Chart 

Continuation:

The market has a continuation 

Triangle, that targets 141 as a  

minimum move.

On the recent pull back the upper 

triangle diagonal and the band of 

Prior High supports at 125.58/93 

have been good and solid in the 

medium-term charts.

Positions

+ BUY UK GILTS (NEW)

Triangle minimum target 141 

Daily DEC11 Gilt Chart :

In the Dec 11 chart (as opposed 

to the continuation chart) shows 

the market finding support at the 

Prior High support at 126.93.

Note that, in addition, that level is 

a Fibonacci support.

Short-term support lies beneath 

at 124.73

We are buyers here with Stops 

beneath the short-term 

support  say 124.61
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Bonds generally have corrected over recent days as equity markets stage a short-covering 

rally, driven by:

• Expectations that the Fed will opt for a 3rd round of QE after the FOMC minutes released 

yesterday showed policy makers discussing various unorthodox methods of easing,

• The ECB President Trichet announced the ECB is reviewing its assessment of 

inflationary pressures, and

• The Bank of England is expected to resort to a new round of QE if the economy 

weakens further.

So midst the general bullishness of government bond markets the Gilt stands out as a 

particularly strong market. The UK Government is determined to see through its 

deficit/spending reduction program and recent UK government borrowing data shows they are 

on target.

At the same time, UK growth is grinding to a standstill. A recession may yet prove 

unavoidable.

The Gilt stands to benefit in three ways:

1. Spending cuts are bullish for Gilts because of reduced borrowing,

2. Weaker growth means the Bank of England will restart QE which is essentially a Gilt 

buying program and is bullish for Gilts, and

3. Weaker growth would drive inflation lower, also bullish for gilts.

In summary, while we judge most Government Bond markets to be bullish, due to fear of 

recession in the US or Sovereign debt/Banking crisis in the Euro zone, neither the US or the 

Euro zone is positioned as uniquely as the UK and that makes the Gilt stand out as a strong 

buy.

(2) FUNDAMENTAL : Buy Dec Gilts (1/2 Pos)  @126.88 Stop @ 124.61. Take Profit 136

Positions

+ BUY UK GILTS (NEW)
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MAIN MENU

SEVEN DAYS AHEAD

Authorised and Regulated by the FSA

124 REGENTS PARK ROAD LONDON NW18XL    

TEL +44 (0) 7849 922573  E-MAIL msturdy@sevendaysahead.com, 

pallwright@sevendaysahead.com 

WEB SITE SEVENDAYSAHEAD.COM

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.

Seven Days Ahead  is regulated by the UK Financial Services Authority.
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