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US High Grade: Bond Issuance Frenzy May Not Last Long
- by Shankar Ramakrishnan, p3
The US high-grade bond markets may have ended the week on a euphoric high
clocking over $65bln in volume making it the third busiest on record, but this
frenzy of debt issuance is unlikely to last beyond a few months, said strategists
and bankers.

The GBP Week - Bias is Neutral-to-Bearish
- by Tony Nyman, p4-5
A look at our dashboard shows BOE H1 rate cut probability up to 63%, a series 
high following dovish comments from MPCers - Carney, Tenreyro and Vlieghe -
in the last week.

European FIG Snapshot: Huge Supply Underpinned by Massive Demand
- by David Corbell, p6-7
While a rush to lock in funding during the early part of January is nothing new,
the sheer scale and pace of this year's scramble to do so has taken many by
surprise.

2020 – A Year For Geopolitics
- by Marcus Dewsnap, p8
As the US and Iran back off each other, attention turns towards the signing of 
the Phase 1 US-China trade agreement. This is expected to take place this 
week…

European SSA Snapshot: Cash Rich Investor Base, Tighter EGB Yield Spreads 
Sees SSAs Fly - by Kajal Fatania, p9
It was a monster week for SSAs where a total of EUR30.05bn printed via 13 
tranches in what marked a stellar start to the year with the sector accounting 
for 37.9% of total euro issuance across all asset classes.

China Insight: No Slowdown in Credit Clean-up in 2020
- by Tim Cheung and Riki Zhang, p10-11
China’s corporate bond sector ended the year 2019 with heightened concerns 
about defaults. With the bond exchange and tender offers by the Tewoo Group in 
December marking the first time a Chinese state-owned enterprise has defaulted 
on its USD bonds in 20 years, we are afraid that China corporate bond defaults 
will continue to stay elevated in 2020.

Know The Flows: Bond Funds Kick Off 2020 With Record Inflows
- by Cameron Brandt, p12
A single swallow does not make a summer, nor does a single week establish a flow
trend. But, after a year when Bond and Money Market Funds both set new annual
inflow records while Developed Markets Equity Funds experienced record setting
redemptions despite their strong overall performance, 2020 started with Bond
Funds setting a new weekly inflow record.

US/UK 10yr Yield Spread – Risk to 0.958, Poss 0.886/0.845
- by Ed Blake, p14
Sell into any near-term widening as we await a downtrend extension to 0.958, 
possibly the 0.886/0.845 cluster. Stop above the recent 1.156 high.

AUD/JPY – Rebound Off 73.76 Keeps Advance Intact
- by Andrew Dowdell, p15
Scope is seen for a stronger advance, targeting the 38.2% & 50% retracements of
the 2017-19 fall at 77.74/80.14. Below 73.76 threatens further congestion/deeper
setback.

Baltic Dry Index – Awaits a Return to The 2019 Low at 595
- by Ed Blake, p16
Look for the Index to decline towards the 2019 low at 595, with scope to 343/392 
on a sustained downside break. Stop on a clearance of the 1255 former low.
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By Shankar Ramakrishnan, Senior Corporate Bond Editor
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The US high-grade bond markets may have ended the week on a euphoric high clocking over
$65bln in volume making it the third busiest on record, but this frenzy of debt issuance is
unlikely to last beyond a few months, said strategists and bankers. The week began with a bang
with some 17 corporate issuers issuing $24.45bln via 27 tranches that forced every syndicate
desk to redraw supply estimates for the week.

Some had expected up to $46bln, with the average estimate coming in at $35bln. But even the
highest estimate looked puny as Tuesday threw up another 12 deals that raised $18.6bln via 22
tranches.

At $43bln by Tuesday, market pundits quickly realized how badly they had misjudged the hunger
among issuers and investors. It was essentially a freeflow of supply with not only Yankees, but
financials, utilities and corporates grabbing the initiative to add leverage at the cheapest costs.
Another $20bln was added to the tally in the next two days before a zero-deal day on Friday.

New issue concessions averaged a measly 0.57bp as order book coverage stood at 3.43 times
that allowed new issues to tighten close to 22bp from initial price thoughts to final pricing while
the new bonds traded tighter in secondary – an outstanding result despite the rapidity of new
paper flow.

“Estimates are usually not that far off," said Dominique Toublan, head of US Credit Strategy at
BNP Paribas. “The final tally of $65.3bln was almost twice larger than the weekly estimates. It is
usually 11% higher on average.“

This unexpected rush of issuance came amidst a backdrop that seemed to suggest to debt
issuers a “issue now-or-regret later" message especially with a tick-up in geopolitical tensions
after a top Iranian general was killed by a US airstrike in Iraq.

“The rise in geo-political risk became an incentive for corporate issuers to issue now ahead of an
environment where the market backdrop could deteriorate quickly," said Thomas Mercein, Vice
Chairman of Debt Capital Markets Solutions at Credit Suisse.

“Given how tight credit spreads were coming into the new year, one might have wondered if
investors in high grade credit would be selective, however given the modest backup in spreads
brought about by the geopolitical backdrop and very strong seasonal inflows to credit, the
reception has been strong and deals have been successful and performed well in the secondary
market, creating a virtuous cycle, bringing more issuers on the sidelines into the market," he
added.

Structural demand also created the perfect environment for record supply. A global pile of
negative yielding debt is reducing but there are still over $10trln of them out there which makes
US debt with some yield pickup appealing.

“The de-escalation of the trade-tiff between the US and China surprised many pundits and added
to the positive mood as did the continued record inflows into high-grade bond funds as reported
this week," said one credit strategist at a European bank. A favorable outlook on the Fed's
stance on interest rates and perception that the risk of a recession in 2020 was unlikely, also
made the mood optimistic, the strategist added.

EPFR-tracked US Bond Funds took in fresh money for 53 straight weeks, their longest inflow
streak since a 58-week run ended in 4Q12, said Cameron Brandt, the Director of Research at
EPFR. “During the current run, investors have steered a net $459.5 billion into US Bond
Funds," he added.

But all this euphoria, at least in terms of supply, is unlikely to last. “This supply euphoria will not
last too long is our house view and we continue to expect this year to see a marginal decline in
overall supply compared to 2019 levels," said Dominique Toublan, head of US Credit Strategy at
BNP Paribas.

“In the next month or so, the window of opportunity for corporate issuers is good as spreads and
yields are low, and there are record flows into high-grade funds so structural demand is large.
But once the US election primaries kick off and companies as expected focus less on adding more
leverage, supply will start slowing," he added.

The US elections later in the year are expected to be a close race and the risk is it could end up
with the appointment of a President that may not be very market-friendly.

Corporate earnings are also expected to be weaker for the fourth quarter of 2019 and the US
economic growth could show signs of slackening which might all make investors more cautious
from the second quarter, said another credit strategist.

“The tone of the market feels great at this moment but it has been just a few days so the real gut
check would be at the end of month as earnings blackouts set in and then we can gauge how
well distributed the new bonds have been and what follow-on demand we could expect," said
Mercein.
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The GBP Week - Bias is Neutral-to-Bearish
By Tony Nyman, Head of G10 FX
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Expected Gbp/Usd 1.2925-1.3100.

A look at the Dashboard shows:

• TOP LEFT - An increasingly long market now, thanks in large part to the Cons election
win. Net longs of 16510 on the IMM the highest since May 1 2018.

• TOP MIDDLE - Options market indicating it sees the next Gbp/Usd move as up.

• BOTTOM MIDDLE - The big one. BOE H1 rate cut probability up to 63%, a series high
following dovish comments from MPCers - Carney, Tenreyro and Vlieghe - in the last
week. Note a Jan move is at 34% though we think that could be a touch premature as
the MPC will be data dependent for some time, hoping on a boost from the Cons
election win and a possible smoother Brexit process as well as the promise of fiscal
stimulus. Saunders speaks Wed. Recall the former perceived hawk voted for a cut in
Nov and Dec.

• TOP RIGHT - Compare that to Japan's mega inflows this week. After 12 straight weeks of
inflows, we can see that UK focused equity funds via the ETFs and mutual funds
communities posted -Usd 588mln of OUTFLOWS in the week to Jan 8. This ends a
positive run of +Usd 6851mln. That looks a response to UK PM Johnson's pledge/threat
not to extend the transition period for the UK's exit from the EU beyond Dec 2020,
which markets took to mean elevated no-deal Brexit risk again.

So, data dependent then and this week is a big one:

• Mon - Trade, IP/MP and Nov GDP

• Wed - CPI

• Fri - Retail sales

Overall, less than stellar numbers again expected, continuing the soft run, although a 0.6%
m/m sales rebound is expected.

RISK- Those BOE rate cut expectations/probability. If data is soft and Jan chances suddenly
hit say 70%-plus then we could see our range base blown away.

• The wider advance from September's 1.1959 low remains intact, although further
consolidation may be needed before momentum has built sufficiently for a renewed
push higher

• The December 1.2905 reaction low is now expected to hold, with dips finding support
near the 50-dma (approx. 1.3015), possibly 1.2969 (27 December low)

• Over 1.3212 (7 January high) refocuses higher, opening 1.3284/1.3370 next

The GBP Week – cont’d

Back to Index Page

https://www.informagm.com/stories/1569175/
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By David Corbell, Head of Credit, Europe
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While a rush to lock in funding during the early part of January is nothing new, the sheer
scale and pace of this year's scramble to do so has taken many by surprise.

In the FIG world, non-covered issuers raised a total of EUR22.1bn via single currency deals
alone last week, surging above the EUR13.1bn raised in the equivalent week of 2019.

The week's total is made even more impressive given that euro markets started the week
with a blank on Monday which marked a partial European holiday.

The week was also characterised by a strong market tone where major equity indices in
Europe and US hit a series of fresh record highs against a backdrop of subsiding Middle East
tensions. Credit proxies such as iTraxx Main and Crossover also moved tighter over the
course of the week with both hitting fresh series tights on Friday.

The rush by issuers to secure funding is not just a FIG story either where total EUR supply
last week was set to tally a record breaking EUR79.3bn (all asset classes). US IG markets,
meanwhile, have seen issuers raise USD65.3bn (ex-SSA), marking the third busiest week in
history.

Whether issuers have chosen to pile in with such voracity because of concerns that threats
such as trade tensions or Middle East worries could yet up-end markets is somewhat open
to debate.

And with multiple asset classes having already rallied so hard in recent months, correctional
risks are becoming a bigger concern.

But whatever the case, the sheer amount of cash chasing this week's FIG deals is astounding
where our records show that the EUR22.1bn raised was underpinned by huge orders which
tallied a combined EUR55.65bn.

Clearly, not all those orders are unique, with some being a product of unsatisfied demand
cascading from one deal to the next. Even so, it gives some indication of just how much cash
had been building on investors’ books through the traditionally quiet month of December
and also the degree to which investors are willing to embrace financial risk in their pursuit of
yield.

continued page 7
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Subordinated paper in high demand

In such a busy week, there were many notable deals although standing out on the demand
front was Banco Santander's PN6 euro AT1 where final books grew to more than EUR10bn
for the EUR1.5bn raised. Huge demand came partly with the help of what appeared to be a
generous reoffer of 4.375% versus fair value of around 4%, a level which bankers on and
off the deal concurred with. The deal has also performed strongly in secondary, bid around
101.875 on Friday.

That has sent a strong message that many buyers continue to prize return over safety and
also comes in a week where Tier 2 deals from BNP Paribas, UniCredit, Sabadell and
BBVA also received a warm welcome, with all coming in callable format.

The latter was a clear case in point on Friday where the 10NC5 benchmark landed 23bps
inside IPTs, scrubbing out nearly all of the initial premium as books swelled above EUR4bn.

Notably, all of the week’s Tier 2 supply came in callable format. Bankers said that was a
reflection of the currently strong demand for callable paper, meaning that bullets offer no
pricing advantage, hence leaving issuers with no motivation to opt for a bullet structure.

With that, subordinated paper accounted for EUR5.05bn or 22.8% of the week's total.

Sterling markets popular, demand plentiful

Sterling markets also enjoyed a very busy week where seven non-covered issuers raised a
combined GBP4.55bn.

That was taken as a further sign of reduced anxieties surrounding exposure to UK assets in
the wake of last year's election.

And looking at last week's sterling deals as a whole indicated that there were no shortage

of buyers either where combined books were over GBP10.66bn, enough to cover the
week's supply by more than 2.3 times.

Supply to keep coming

With last week's deals having attracted so much cash, bankers are likely to be braced for
another frantic week of fundraising, assuming the tone holds.

The current pipeline is relatively empty although it is worth noting that a sparse pipeline
counted for little last week as a plethora of opportunistic issuers waded in.

Still, some bankers see at least some potential for a slowdown, based on thinking that the
supply surge reflects decisions by some issuers to lock in funding while the going is good,
potentially giving rise to a front-loaded January.

Historical precedent also suggests scope for a slowdown too where volumes slowed to
EUR3.75bn in the second full week of 2019 vs EUR13.1bn in the prior week.

Also to be aware of in the coming week is the advent of US bank reporting season, bringing
with it the potential for post-earnings supply. JP Morgan and Citigroup report Tuesday
while Bank of America and Goldman Sachs report Wednesday.

In the pipeline

** Ibercaja Banco, S.A.has mandated Barclays, BBVA, BofA Securities and UBS Investment
Bank for meetings in Europe 13-15 Jan. A EUR500m (no grow) 10.5NC5.5 Tier 2 transaction
may follow, expected to be rated B+/BB by S&P/Fitch

https://www.informagm.com/stories/1568261
https://www.informagm.com/stories/1568261
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By Marcus Dewsnap, Head of Fixed Income Strategy
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• US President wields considerable power over trade and military policy

• Phase 1 application, Phase 2 talks with cybersecurity, human rights in the background

• US economic or military options for Iran? Tariffs for others?

As the US and Iran back off each other, attention turns towards the signing of the Phase 1
US-China trade agreement. This is expected to take place this week (Beijing has confirmed
Vice Premier Liu will travel to Washington on Monday to sign). Once out of the way,
attention will quickly turn to monitoring compliance with the Phase 1 deal (and
consequences if not met/show decides) and the hurdles to a Phase 2 deal. The latter are
highly likely to include the particularly thorny issue of intellectual property rights. Rumbling
in the background, how the US decides to address Huawei and cybersecurity. In particular,
those countries who choose to engage Huawei's services to build 5G networks. There are
reports that the defence bill signed into law last month directs US intelligence agencies to
consider not sharing intelligence with foreign countries that are using telecoms and
cybersecurity infrastructure of countries that are 'adversaries of the' US, naming China and
Russia in particular. The UK for instance is due to make a decision soon on whether to
upgrade its telco network with Huawei equipment. Will the US threat persuade the UK not
to use Huawei? How will the Chinese act? Beijing has already threatened Germany that such
a decision not to use Huawei might mean China at least severely reduces German auto
imports (these have already gone down for other reasons). Will the US also place tariffs on
those nations using Huawei? This shows that potential for many other nations to become
embroiled in the US-Sino political tug-of-war by proxy.

Further, there is potential for other countries who happen to run what is decided to be an
excessive trade surplus with the US to face tariffs on their imports. However, as recent
research from the NBER indicates, it is the US consumer that pays the taxes and this is rarely
good for consumption in the long-run, hence, such policy represents a downside risk to the
mighty US consumer. Although, as UBS Paul Donovan recently pointed out

'We do know that China has lost market share in some products (Mexico, Vietnam, Korea

and Taiwan are gaining market share).’

That is, supply chains have shifted, so there is some negative impact on the Chinese
economy and less impact on the US economy.

Also with potential to undermine Phase 2 talks, the (US Senator) Rubio-led Commission on
human rights. The 2019 report published Wednesday recommends the US administration
takes action against Chinese entities involved in human rights abuses.

Let us not forget that US-Iranian hostilities have potential to flare and become more
intense/serious as ADMISI's Marc Ostwald reminds. The current de-escalation hides the
ability of Iran backed militias pursue a course of unilateral actions. An important issue here
is whether Tehran has sufficient control over these groups (a school of thought is that
Soleimani was in Baghdad to calm some of these militia groups). And recall, in the past, so-
called Iranian 'revenge' attacks have taken place in distant locations and a long time after
the event.

Going forward it can be hope for the sake of peace that the US pursues economic sanctions
on Iran, to which more have been imposed, as the preferred option of encouraging the
regime change it seems Washington is intent on. These are also a more effective way of
dividing the Iranian population's view of the regime. A perceived (military) attack on one's
sovereignty is more likely to result in unity than opposition to a regime and place the dire
state of the domestic Iranian economy on the backburner.

Trade (including sanctions) and military bring together two policy areas over which the US
President wields considerable direct control (and alongside the US election) suggesting 2020
will be another year of heavy geopolitical influence over the markets.
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By Kajal Fatania, Credit Analyst, Europe
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It was a monster week for SSAs where a total of EUR30.05bn printed via 13 tranches in what
marked a stellar start to the year with the sector accounting for 37.9% of total euro issuance
across all asset classes. That's the highest SSA supply since the second week of Jan last year
when a larger EUR35bn printed.

There were a range of maturities for investors to get their teeth into, spanning from 4-
100yrs with 10s most favoured at EUR12.5bn, or 41.6% of total supply.

Investors flocked to the market having plenty of cash to put to work after the seasonal
slowdown at the back end of 2019. Total demand hit a whopping EUR109.95bn (total cover
ratio 3.65x).

Sovereigns Slovenia, Ireland and Portugal represented the bulk of that at EUR56.4bn (53.6%
of total demand) in what was a record breaking week for orders of some individual issuers,
including all of the aforementioned sovereigns.

Books of EUR18.5bn+ for EIB's EUR5bn 10yr EARN were its highest on record, overtaking the
EUR17bn+ received for its EUR3bn 5yr sold in Feb last year. It was also among the highest in
the supranational space, according to IGM data, beaten only by EFSF's already matured
EUR5bn 5.5yr sold back in Jan 2011 (2.75% July 2016s) where books swelled over
EUR44.5bn. See details here.

Meanwhile, KfW's orderbook at EUR16bn+ was its second highest for a 5yr, beaten only by
the EUR17.6bn received for its EUR5bn Apr 2024s in Jan 2019.

The magnitude of demand meant that issuers were able to tighten spreads and secure
funding at tight NICs. Portugal paid no premium at all for the first time ever, according to
IGM data, having priced its long 10yr line 1bp inside its secondary curve. To put that into
context, that compares to the 8bps NIC it paid for 10yr paper this time last year. The
average NIC for all last week's euro trades stood at a minimal 1.31, versus a larger 6.88 seen
in the first full week of last year.

Underpinning demand was a combination of factors. Among them is the tightening of
peripheral spreads versus core peers. The 10yr PGB/Bund yield spread has narrowed
significantly, by circa 97bps, to 58bps since Jan 2019 and remains close to its recent low of
53bps seen in Nov last year. The 10yr Irish/Bund spread has also tightened, albeit less so,
down by circa 53bps from the 77bps high seen in Feb 2019.

Lifting investor enthusiasm for Irish paper was also its recent S&P upgrade to AA- in Nov
2019 (from A+), which helped to widen the pool of investors in Irish debt, according to the
official press release.

Portugal's 10yr was among the best performing SSA euro deals of the week, bid 3bps inside
reoffer at m/s +30bps on Friday morning. BNG's 10yr was also spotted on screens 3bps
tighter at m/s -1bps, having priced on Wednesday at m/s +2bps.

The success of last week's trades, especially sovereigns, and the magnitude of orders left
unfilled suggests more borrowers could jump in with supply this week with some names
already added to the pipeline (see below).

Away from the single currency, it was an active week for SSAs in other major currencies as
well where a total of USD22.9bn and GBP3.45bn printed in dollars and sterling via 15 and 4
tranches respectively. That follows a zero issuance week for dollars the week prior.

In the pipeline
** "The International Development Association (IDA), rated Aaa/AAA (Moody's / S&P), and
member of the World Bank Group, will hold a Global Investor Call at 10:00am DC / 3:00pm
London / 4:00pm CET on Thursday 9 January. An inaugural GBP benchmark transaction may
follow in the coming weeks, subject to market conditions."

** EFSF, the European Financial Stability Facility, rated (P)Aa1 (Moody's) / AA (Fitch) / AA
(S&P), has sent a Request for Proposal to a selection of banks from the EFSF/ESM Market
Group with regards to an upcoming transaction scheduled for the week of 13th January
2020, subject to market conditions.

https://www.informagm.com/deals/34551
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China’s corporate bond sector ended the year 2019 with heightened concerns about
defaults. With the bond exchange and tender offers by the Tewoo Group in December
marking the first time a Chinese state-owned enterprise has defaulted on its USD bonds in
20 years, we are afraid that China corporate bond defaults will continue to stay elevated in
2020, no better than what we saw over the past two years.

We're not surprised by an intensification of credit defaults in 2018 and 2019 given the fact
that many private enterprises rushed to issue onshore bonds with a maturity of 2-3 years
back in 2016. However, we also attribute the sharp increase in credit defaults over the past
two years to China policymakers' intention to prioritize credit clean-up. Simply speaking,
the policymakers just let defaults occur as they wanted to see over-levered corporate
entities fail and restructure their indebtedness. We don't think the policymakers' attitude
will change significantly in 2020. As such, there is a good chance that onshore private
enterprises will continue to see their credit spreads staying wide over the next few
quarters (chart 1).

Data suggests that the financial outlook balance sheet outlook of private enterprises did
not improve in Q3 2019. Specifically, revenue, net profit, and cash inflows (chart 2) were
still under pressure. The net financing via corporate bond issuance decreased notably in
2019 (chart 3), in contrast to 2018. By industry, the net debt financing dropped significantly
in real estate, industrials, materials and consumer discretionary (chart 4).

continued page 11
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By Tim Cheung, Head of China, Riki Zhang EM Analyst
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In our view, whether those under severe financial stress can see the light at the end of tunnel will 
largely be subject to an availability of external support. Beijing Oriental Landscape and Shandong Ruyi
Technology Group set a good example telling how important an entry of state-owned enterprise (SOE) 
as a shareholder and/or guarantee provider was in a rescue of distressed private enterprises.

However, needless to say, whether or not an SOE rescue can be obtained to a large extent is 
dependent on the importance of the private enterprise concerned to the economy and/or the value of 
the technologies it owns.
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By Cameron Brandt, Director, Research

A single swallow does not make a summer, nor does a single week establish a flow trend. But,
after a year when Bond and Money Market Funds both set new annual inflow records while
Developed Markets Equity Funds experienced record setting redemptions despite their strong
overall performance, 2020 started with Bond Funds setting a new weekly inflow record and
Money Market Funds absorbing over $45 billion. Developed Markets Equity Funds, meanwhile,
posted their second outflow in the past three weeks.

Within the fixed income universe tracked by EPFR, US Bond Funds posted their biggest inflow
since 1Q15 and Canada Bond Funds on record. At the asset class level, Municipal Bond Funds also
set a new inflow mark while Bank Loan Funds snapped a redemption streak stretching back to
mid-4Q18.

Investors showed more conviction at the sector level, with 10 of the 11 major groups attracting
fresh money. The last time that happened was the second week of October and, before that,
1Q16.

Overall, the week ending January 8 saw Bond Funds take in a net $22.5 billion and Money Market
Funds $47.2 billion while investors redeemed $93 million from Alternative Funds and $206 million
from Balanced Funds. Despite the 11th consecutive weekly inflow for Emerging Markets Equity
Funds and the 53rd in a row for funds with socially responsible (SRI) or environmental, social and
governance (ESG) mandates, Equity Funds collectively recorded a modest outflow.

At the single country fund level, both Thailand and Canada Bond Funds posted new weekly inflow
records while Singapore Bond Funds recorded their biggest outflow since early 1Q18. Korea
Equity Funds took in fresh money for the 12th time in the past 13 weeks, Mexico Equity Funds for
the ninth time in the past 11 weeks and Brazil Equity Funds for the seventh time in the past nine
weeks.

Back to Index Page For further information on EPFR, please click HERE

https://financialintelligence.informa.com/products-and-services/data-analysis-and-tools/epfr
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Technical Analysis by Ed Blake

• Is poised to resume the 14-month narrowing trend below 1.011 (30 December low) to target

0.958 (2019 base – 5 September)

• Studies are weak and a downside break of 0.958 (near a 6¼ year trendline) would confirm new

2¼ year lows

• Downside risk would then be seen to 0.886/0.845 (2017 low - 25 September and an equality

projection of the 1.737/1.158 decline from 1.424)

• Only over 1.156 would relieve and signal extended consolidation under 1.202 (25 September

2019 high, near 200DMA)

____________________________________________

STRATEGY SUMMARY

Sell into any near-term widening as we await a downtrend extension to 0.958, possibly the 
0.886/0.845 cluster. Stop above the recent 1.156 high

Back to Index Page

Resistance Levels 

R5 1.472 21 March 2019 lower high 
R4 1.424 30 July 2019 lower high 
R3 1.261 9 August 2019 high 
R2 1.202 25 September 2019 minor lower high and just over the 200DMA at 1.189 
R1 1.156 23 December 2019 minor lower high, near 8 November 2019 high at 1.152 

Support Levels 

S1 1.011 30 December 2019 low 
S2 0.958 2019 base – 5 September, near a 6¼ year rising trendline at 0.968 
S3 0.886 2017 low – 25 September, bear equality projection of 1.737/1.158 from 1.424 at 0.845 
S4 0.786 11 November 2016 minor higher low 
S5 0.708 1.236 projection of 1.737/1.158 fall from 1.424 
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Technical Analysis by Andrew Dowdell

• Formed a bullish key day reversal bar off 73.76 on 8 Jan, near the lower boundary of an 
approx. 4-month channel

• RSI has held near 40, a level often associated with bull market corrections

____________________________________________

STRATEGY SUMMARY

Scope is seen for a stronger advance, targeting the 38.2% & 50% retracements of the 2017-19 fall 
at 77.74/80.14. Below 73.76 threatens further congestion/deeper setback.

Back to Index Page

Resistance Levels 

R5 80.14 50% of 90.31-69.97 fall 
R4 78.95 29 April 2019 high 
R3 77.74 38.2% of 90.31-69.97 fall 
R2 76.55 27 December 2019 high 
R1 75.94 3 January 2020 high 

Support Levels 

S1 73.76 8 January 2020 low 
S2 73.26 50% of 69.97-76.55 rally, near the 14 November 2019 low at 73.36 
S3 72.48 61.8% of 69.97-76.55 rally 
S4 71.74 2 October 2019 low 
S5 69.97 26 August 2019 low 
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Technical Analysis by Ed Blake

• Declines from a four-month Head & Shoulders top formation under 2518 (4 September 2019, 
nine-year high) to post new 8½ month lows

• Deteriorating studies suggest risk below 730 (15 March 2019 high) to 672/686 (3 April 2019 
low and a four-year rising trendline)

• A trendline break re-opens the 2019 base at 595 (posted 11 February), under which marks new 
3½ year lows towards 343/392

• It would take a break of former lows at 936/1062 (7 May/13 June 2019) to offer relief to 1255 
(21 November 2019 prior low)

____________________________________________

STRATEGY SUMMARY

Look for the Index to decline towards the 2019 low at 595, with scope to 343/392 on a sustained 
downside break. Stop on a clearance of the 1255 former low

Back to Index Page

Resistance Levels 

R5 1606 3 December 2019 lower high 
R4 1315 Four-month falling trendline 
R3 1255 21 November 2019 former low 
R2 1062 13 June 2019 former low 
R1 936 7 May 2019 former low 

Support Levels 

S1 730 15 March 2019 former high 
S2 672 3 April 2019 low, near a four-year rising trendline at 686 
S3 595 2019 base – 11 February 
S4 392 17 March 2016 low 
S5 343 Equality projection of 2518/1255 fall from 1606 

 



IFI: who we are and how to contact us
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Informa Financial Intelligence (IFI), a unit of Informa plc (LSE: INF), provides fund 
flows, asset allocation, FX, credit issuance and banking data, quantitative products, 
research and analysis to financial institutions - both public and private - around the 
world. Our market moving data services include daily, weekly, and monthly equity 
and fixed income fund flows and monthly fund allocations by country, sector and 
industry.

To find out more:

 financialintelligence.informa.com

 sales.financial@informa.com
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