BT

Key Trades 5" June 2007

The markets remain exciting with Bonds and short term interest rates clearly bearish against very
bullish stocks, and although we see short term interest rates looking set to rise in several key
economies, Short Sterling’s move over recent weeks, presented a good profit taking opportunity this
morning as per our earlier email.

1. Bund

Short Jun 07 at 112.19 (29" /05). Currently 111.72. Stop raised from 112.65 to 112.90.
Running profit 47 bps.
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The market has been
driving down hard and
fast.

Clearly there is scope
for a retracement, but
because of the clarity
of the patterns driving
the market, we are
staying short -

and would look to add

to out shorts on any
retracement.

Our decision to quickly re-establish a short position proved timely as the Bund sold off further despite
a weaker than expected Euro zone M3 report, but with so much of last week’s other data above
consensus, including several inflation reports, it can only be a matter of time before interest rates are

increased in the Euro zone.

The consensus in the market is that the ECB will hike this week when it meets on Wednesday to
decide on interest rates, but as always the press conference after the decision will need monitoring

closely.

Will Trichet signal more to follow soon, our sound a more relaxed note?

We judge he will maintain his hawkish tone and repeat the ECB'S view that inflation is set to rise later
this year, sending the Bund a good deal lower; so we advise remaining short.
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Short Sterling

SHORT Sep 08 (22™/05) at 94.03. Position closed this morning at 93.80 (as per email 09.30
hrs) Currently 93.82. Realised profit 23 bps.
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Look closer.
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Although we remain bearish of Short Sterling longer term, we took profit today for tactical reasons, as
the market has declined a long way and is almost pricing in 6.25%.

By all reasonable measures we see that as being as much as can be realistically hoped for near term.
The MPC are likely to hold interest rates steady at this week’s meeting and we think that will spark a
short covering rally, which should provide a fresh opportunity to sell this market, as we continue to

expect interest rate to rise to 6.0% by year end and possibly higher early next year.

So for now take profits and stand back, as soon as we judge the time is right to re-establish a short
position, we will be in touch.
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3. FTSE

LONG Jun 07 at 6578.50 (11"/05). Currently 6682. Stop 6525. Medium-term target
6700. Running profit 104 bp.
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Last week we remained long of this market, expecting traders to quickly move on from the correction
that occurred the previous week after the Chinese market suffered a correction which coincided with:
- Alan Greenspan’s comments that he saw a large retracement occurring in Chinese equities,

and
- the decision by Chinese authorities to increase the stamp duty on share dealing to 0.3%.

In the event the recovery was swift and the market briefly broke through the 6700.0 level on stronger
UK data, positive international sentiment and a very active M&A market.
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Looking ahead the MPC announce their interest rate decision on Thursday, and although some in the
market fear a back to back rate hike, we think they will pass this time before eventually increasing
interest rates to 6.0% by year end.

Clearly an unchanged decision combined with today'’s slightly better than expected PMI Services
report should send this market higher over the coming days.

And a clear sign of how bullish this market is occurred yesterday; the Chinese index fell by 8.0% the
previous night and although the FTSE opened lower and spent most of the session off the high’s the
decline was insignificant and recovered by the close.

In conclusion our advice is to remain long.

4. Japanese Government Bond
Short Jun 07 JGB (TSE) future 31/05 at 133.12. Currently 132.36. Stop at 133.60.
Running profit 76 bps.

//\ /\ "5 Weekly Bar chart

J 1 } /\ -**" The market has broken
J 1 } 1 M } ".s down through the Prior
H l { i Hﬁ LM J H piseo I;\Z\i,'lll:rzns::g:tg:op

(Triple or otherwise)

~133.5

HL nor a clear Head and
F133.0 -1t
o1 Shoulders Top - it is
j akin to both
‘|‘ ~132.5
"‘ ~132.0
+ and there is
—431.5 . -
unequwocal resistance
J .10 above the market now
at 133.21.
+130.5
/‘ ' Ju‘ne‘ o ‘Ju‘ly‘ ' ‘AL‘AQL‘IS[‘ ‘Se‘pl‘err‘lbér ‘O(‘:lo‘be‘r ‘N‘ove‘m‘be*D(‘ece‘m‘be} ‘20‘07‘ ' ‘Fe‘br‘ua‘ry‘Mlarc‘h‘ ' ‘A;;nl‘ ' ‘M‘ay‘ ' ‘Jdné n ‘Ju‘ly‘ ' ‘Al‘]gds
SEVEN DAYS AHEAD 124 REGENTS PARK ROADLONDON NW18XL Page 6

TEL +44 (0) 7849 922573 E-MAIL MSTURDY@SEVENDAYSAHEAD.COM JLEWIS@SEVENDAYSAHEAD.COM  WWW.SEVENDAYSAHEAD.COM

This information memorandum has been prepared solely for informational purposes for customers of Seven Days Ahead and is based on publicly available information from sources
believed to be reliable. It is not an offer, recommendation or solicitation to buy or sell, nor is it an official confirmation of terms. No representation is made as to the completeness or
accuracy of any statements or forecasts contained herein and no responsibility or liability is accepted for losses arising from transactions undertaken or investments purchased, sold or held
on its recommendation. Consequently, any persons acting on information contained herein do so entirely at their own risk. Although the opinions contained herein were considered valid
at the time of release, financial markets are subject to rapid and unexpected movements. Seven Days Ahead, its associated companies, their directors, employees, other customers or
connected persons may from time to time undertake transactions or deal in investments mentioned in this information memorandum or have a material interest, relationship or
arrangement in relation to them.



SRS

Japanese Government Bond 10 Year TSE Jun 07 f35.10
135.00

H{ {H‘ 1x%  Daily Bar chart

ri34.80
ri34.70

| 3450
[ H “H %g‘g’ The June future has
HHH ] =1 pulled down beneath

ri33.90

[|stop @133.12 B32%  the Prior Low at

I

U (0 | ™ 22 133.41 with enormous

£33.40
} [133.30

h:20 bear energy - look at

l f133.10

120 the volume.

hx2a0  We think it will g0
f132.30

f32.20

i further.
f132.00

f31.90

f131.80

f31.70

131.60

131.50

f31.40

131.30

@ 133.12. f132.50

_ ’» 132.80
Lo Short 31% /05 e
7 |

50000

|
28

4 |11 |8
[June

21

gl I
[13]18 J25 Ja] 15 [22 J29| |5 |12 J19 |26 | \é ‘12 19 |26 [|2 o |16 |23 |do|7 |14
|2006 [2007 [February [march [April [may

The Japanese bond market sold off smartly over recent days in line with other major Government
Bonds.

The move was assisted by comments on Friday from a Bank of Japan board member saying Japan’s
CPl is set to start rising again from October this year.

While we do not expect the BOJ to hike rates in the near term, their bias clearly remains for higher
interest rates as the economy continues to expand. And this ensures the JGB is as vulnerable to the
downside as all the other major Bond markets.
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