27th September 2014

Market Update:
UPDATE

Technical
Fundamental

Sterling bulls, Euro bears...

Full performance of
our Key Trades
recommendations
2006-14 here

Disclaimer

Authorised and regulated
by the FSA

Sterling bulls, Euro bears...

Monthly chart
FOR EX EUR GBP=

0.95

0.90

0.85

The pull back is reaching a critical
level - the horizontal from the Prior
Low in 2012 is also an important
Fibonacci cluster…
If that were to break the Sterling
bulls would really get going….

0.80
61.8%

50.0%

UPDATE
Technical
Fundamental

0.75

0.70

0.65

0.8814 H igh

0.60

0.55
1995

1997

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

Daily chart

FOR EX EUR GBP=
0.840
0.835
0.830
0.825

This suggests that there is real
bear Euro momentum to at least
test the important 0.7770 level…

0.820
0.815
0.8163

0.8154
0.810

0.8073

0.805

0.8036

0.800
0.795
0.790
0.7866
0.785
0.780
0.775
2014

Disclaimer

February

March

April

May

June

July

August

Note well the breakdown from
the trading range from mid July
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The test of the important
medium-term level of 0.7770 is
about to begin.

Sterling bulls, Euro bears

FUNDAMENTALS:
Sterling has enjoyed almost a one year rally against the Euro, driven by the divergence of the
UK and Euro zone economies.
When the financial crisis hit and led to recession, the Pound was hit hard on the foreign
exchanges.
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Traders saw a country that had enjoyed a huge debt binge in both the private and public
sectors and a Banking system literally on the brink of collapse. The country faced an almighty
hangover that almost all economists and analysts judged would lead to a long, deep and
damaging recession.
In the event policies were put into place that were difficult to bear but aimed at achieving two
goals;
1. Reduce the budget deficit and ultimately the debt to GDP ratio, and
2. Foster a recovery that was sustainable, broad based and grounded on policies that were
affordable.
The first is still a work in progress. The deficit has been greatly reduced, but is still too large,
but the second aim has been achieved.
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The UK economy is embarked on a strong recovery that is now self-sustaining with low inflation
with unemployment falling sharply. The Bank of England is engaged in a debate about when to
begin the delicate process of raising rates.
In the Eurozone the economy is still struggling to recover. Italy and France are still either in or
on the cusp of recession and the German economy has cooled. The ECB has cut interest rates
to the bone and looks set to begin a QE policy in the near future to prevent current very low
inflation turning to deflation..
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Sterling bulls, Euro bears

FUNDAMENTALS: CONTINUED
The contrasting economic health of the UK and Eurozone makes the Pound a strong buy
against the Euro, as these fundamentals continue to influence the decisions of
traders/investors.
But the Pound’s rally hasn’t been without risk:
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1. The recent Scottish referendum place a question mark over the UK as a political and
economic entity, now thankfully resolved,
2. A general election is due in less than a year and the opposition Labour party currently
leads in opinion polls which is a worry given its increasingly leftist sounding economic
policies, which hark back to policies that nearly ruined the economy,
3. The current Conservative Prime minister has given a pledge to give an in out referendum
on the UK’s EU membership if the Conservatives win the next election which is a source of
concern to business given the uncertain nature of life outside the EU.
However, these are risks that aren’t about to materialise in the short/medium term. A year is a
very long time in politics.
In short, the price action in Sterling/Euro remains driven by economic fundamentals. The Euro
remains saddled with a sclerotic economy comprised of countries that seem unwilling to under
take long term economic reforms. The Pound Sterling by contrast is supported by a still strengthening economy, based on sound economic policies. There is a medium term prospect
of higher interest rates.
So the Pound looks set to rally much further and recover yet more of the ground previously lost
to the Euro at the start of the financial crisis/recession.
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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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