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 FX: G10USD Index: We see a decent hold of levels and indications that the USD can rally further over the 
coming days 

 EURUSD: Is still following the patterns seen after previous FOMC meetings that announced the expansion of 
their balance sheet. Historically the pair tends to peak in the following 48 hours. Lower levels are expected here 

 F.I: Germany – US relative curve spread: Suggests EURUSD should already be trading closer to 1.2700 
 Equities:Dow Transports: Closed below the double top neckline and trend support and is now likely to fall some 

5% at a minimum 
 FTSE 100 : Negative divergence on the weekly chart suggests losses ahead after failing at the trend resistance 
 Eurostoxx 50 Index: Negative divergence seen on the daily chart reflecting weakness in the rally. 

G10USD Index (equally weighted) ‐ USD should rally in the near term 

 
Source: Aspen graphics/Bloomberg 24 Sept 2012. 

50% retracement 

• A move down in this Index reflects USD strength 
• Last week we tested, held and turned from the 50% retracement of the whole move down from last 

year’s highs 
• The support levels on this chart are at 118.14-30 where we see  

o The converged 55 and 200 day moving averages 
o Horizontal support 
o Parallel of the trend across the highs 

• A breach of these supports would argue for further USD strength towards the trend lows just below 
114. At this stage we would not be surprised to at least see a test of the short term support at 118.14-
30 which is 1.7% below current levels 

• The trend low is 5% below current levels 
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EURUSD Daily chart  

 
Source: Aspen graphics/Bloomberg 24 Sept 2012. 

• EURUSD is still following the patterns seen after the FOMC meetings that announced the expansion 
of their balance sheet, namely that the pair peaks in the following 48 hours. 

• It is beginning to sustain below the 1.2974-1.3005 levels and is now making lower lows in this down 
move 

• Supports below are at 1.2740-48 where the high from June converges with the 38.2% Fibonacci 
retracement of the rally from the July low 

• The trend line support currently comes in at 1.2597 and the 50% retracement level is at 1.2607 
• Momentum has crossed back down from stretched levels and lower levels are expected here 

EURUSD and Germany US relative curve spread 

 
Source: Aspen graphics/Bloomberg 24 Sept 2012. 

• The relative curve spread between Germany and the US (averaged 2Y+5Y+10Y yields) suggests the 
pair should be trading closer to 1.2700 
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Dow Jones transportation Index – Weekly close below supports / pivots 

 
Source: Aspen graphics/Bloomberg 24 Sept 2012. 

• Posted a weekly close below the support levels/pivots that were in focus at the end of last week at 
4,911-4,971 where we saw the following: 

o Trend support on the log scale chart from the lows in early 2009 
o Double top neckline 
o Base of the range (just below the double top neckline) 

• This now suggests a move lower towards the double top target at 4,653 (more than 5% lower) 
• Additional supports are at 4,533 and then the 200 week moving average at 4,427. 

Dow Jones Transports and Dow Jones Industrials 

 
Source: Aspen graphics/Bloomberg 24 Sept 2012. 

Closed below supports 
and double top neckline 

• Dow Industrials in blue above have often diverged from Transports but the Dow Transports index has 
tended to give a leading indication of future direction (Dow theory) 

• We are not convinced that the rally seen in the Industrials will be sustained. 
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Eurostoxx 50 Index – Trading just below resistance levels 

 
Source: Aspen graphics/Bloomberg 24 Sept 2012. 

• Failed to rally through the high from March this year at 2,611. 
• We also see negative divergence on the daily chart reflecting weakness in the rally 
• Short term horizontal support levels are at 2,532-35  
• Decent supports are provided by the Fibonacci retracement levels of the last rally from the May low 

which also converge with horizontal levels at: 
o 2,392-97 (38.2% retracement and horizontal support) 
o 2,327-32 (50% retracement and horizontal support) 
o 2,262 (61.8% retracement) 

FTSE 100 – Negative divergence on the weekly chart 

 
Source: Aspen graphics/Bloomberg 24 Sept 2012. 

Previous examples of negative 
divergence on the weekly chart was 
followed by four weeks of losses 

• Failed to rally through the trend resistance levels at 5,883-5,916 and instead shows negative 
momentum divergence on the weekly chart (not triple) 

• The last two times we saw negative divergence on this chart the FTSE 100 fell for 4 weeks (in Jan 
2010 and Feb-Mar 2011) 
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Short-term conviction views 1 
 

Instrument View Date view was 
established Target Level today 

Gold  We believe a base has been 
established in the $1,500 area. 22 March 2012 $1,791 and then $1,921 

and $2,060 $1,758 

EURGBP 
 Weekly close below the 2010 

low (from where we bounced to 
the 76.4% retrace against the 
2009 high) confirmed the break 

10 May 2012 0.77 0.7964 

USDBRL 
 The weekly close above the 

reverse head and shoulders 
neckline opens the way for 2.40 

24 May 2012 2.40 2.02 

USDCLP 
 Move lower recently not 

supported by moves in either 
Copper or the IPSA (Equity 
market) 

24 May 2012 535 475 

U.S. 10 year 
yield 

 The break to new all time lows 
and through the double top 
neckline argues for lower yields 

31 May 1.20% 1.72% 

U.S. 30 year 
yield 

 Break through the double top 
neckline (2.77%) , failure to 
close back above it and an 
outside day all point towards 
lower yields 

19 June 2% 2.91% 

AUDUSD 
 Both yield spread and the FTSE 

Mining index suggest the pair 
should be lower 

03 Sept 
Parity and then 0.98 as 
an extended short term 

target 
1.0406 

AUDCAD 
 Held the 76.4% retracement 

against the lows and is in 
danger of testing the 200 week 
moving average 

03 Sept 
0.98 first and then the 

200 week moving 
average at 0.9660 

1.0202 

USDCAD 
 A close back above 0.98 if seen 

would question the bearish 
break. 

10 Sept 0.9407 0.9802 

AUDNZD  A close below 1.2674 would 
confirm the double top 18 Sept 

1.2320 (Aug 2011 low 
and marginally above 
the double top target 

of 1.23) 
1.2647 

EURUSD 

 Re-establishing a short term 
bearish stance after the hold of 
the 76.4% retracement of the 
last move down from the Feb 
high. The rally has also been 
similar in magnitude to that 
seen in Oct 2011 before the 
downtrend resumed 

20 Sept 
Initial target of 1.26 
and then the trend 

lows just below 1.21 
1.2910 

 
Source: Aspen Graphics / Reuters 24 September 2012 

                                                           
 
1 Convictions represent the views of the CitiFX Technical staff and not actual trades. 
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Long-term conviction views 2 

Summary of our strong conviction 2012 views as we open the year. 
 

As we continually note, when and if factors/dynamics change, we will adjust them into our thought process. 
These are our views we hold with conviction today. As we head through the year, we will update our level 
of conviction on an ongoing basis. 

 
 

Instrument View for 2012 as at the end of 
2011 

Conviction 
at the start 
of Jan 2012 

Comment Level today 

EURUSD 
 Fall to 1.20 in Q1, 2012 and 

possibly even 1.10-1.15 in the 
summer before bouncing back 
towards 1.20 

Strong Following the mid 1990’s path 
after the end of the ERM 1.2910 

DXY Index  A 15% rally towards 92.00+ Strong Also following the path of the 
major USD turn in 1995 79.66 

U.S. Long 
end yields 

 10 year yields to head towards 
1.25%. 

 30 year yields to head towards 
2% 

 We expect curves to flatten. 

Strong 
Held decent resistance levels / 

pivots on the yield charts 
suggesting a final leg of lower 

yields can be seen now 

U.S. 10Y yields 
at 1.72% and 
30Y at 2.91% 

Crude 
 Break above the 2011 highs 

($115) 
 A move to the all time high is a 

real danger ($147) 

Strong 
bullish 

stance that 
we break 

through the 
2011 high 

Increasingly convinced that 
the dominant uptrend has 

resumed. Key levels from a 
medium term perspective are 

$127-$128 

$110.10 (Brent) 

Gold 
 Correction down to the $1,600 

area and possibly to $1,550 
 Ultimately a rally to $2,400 

Strong long 
term bullish 

stance 

We believe the $1,500 area has 
established a strong base 

here. 
$1,758 

S&P 500 
 Fall to 960-1,015 area before a 

20% bounce 
 Finish the year down 3-6% 

Strong 

While it has remained more 
buoyant than expected the 
longer term view of another 

drop (High to low) in excess of 
20% remains 

1,460 

Source: Aspen Graphics / Reuters 19 September 2012. 

                                                           
 
2 Convictions represent the views of the CitiFX Technical staff and not actual trades. 

Market Commentary – for Institutional Client Use Only. Refe
disclosures and qualifications at the end of this publication  
 6
 



 

 
CitiFX | Technicals

Market Commentary | September 24, 2012 

CitiFX® Technicals Portfolio 
Strategic trades will likely be / intended to be of more medium term nature using the variety of building blocks that we articulate in that 
medium term view. 
Tactical trades by definition are likely to be more short-term and driven more by day to day price dynamics, risk management P&L etc.  
The strategic portfolio will be made up of 100 units of capital with the potential for modest leverage while the tactical portfolio will comprise 
50 units of capital also with modest leverage potential. 
These portfolios represent actual trades in FX, EM, Fixed income, Commodities or Equity indices 

Strategic Portfolio 

Instrument Position Date 
established Comment Entry 

Stop 
(If breached 

unless 
specified 

otherwise) 

Target Present 
level 

EURUSD 

Long 19 
Oct expiry 
EURUSD 

1.15 
European 
digital put  

03 May 2012 

Top of channel held 
with double 76.4% 
pullbacks. We 
believe the next 
move lower may 
have started 

1.3160 Premium 
paid Sub 1.15 1.3026 

Source: CitiFX Technicals Views, Aspen Graphics / Reuters 19 September 2012. 
 
 

Tactical Portfolio 

Instrument Position Date 
established Comment Entry 

Stop 
(If breached 

unless 
specified 

otherwise) 

Target Present 
level 

Source: CitiFX Technicals Views, Aspen Graphics / Reuters 19 September 2012. 
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Contacts 
 
Global Head of Value Added Services & Products 

Stephane Knauf London 44-20-7986-9486 stephane.knauf@citi.com 

Corporate Solutions Group 

Joakim Lidbark London 44-20-7986-1586 joakim.lidbark@citi.com  

FX Technicals 

Tom Fitzpatrick New York 1-212-723-1344 thomas.fitzpatrick@citi.com  

FX Strategy 

Steve Englander New York 1-212-816-9896 steven.englander@citi.com 

Quantitative Investor Solutions 

Aysu Secmen New York 1-212-723-1281 aysu.secmen@citi.com 

Structuring Group 

Michele Ghidoni London 44-20-7986-1807 michele.ghidoni@citi.com  

Value Added Products 

Philip Brass London 44-20-7986-1614 philip.brass@citi.com  

Nicolas Thomet Zurich 41-58-750-7646 nicolas.thomet@citi.com  

 

24 September 2012 

Contact: CitiFX.Technicals@citi.com 
 
https://icg.citi.com/data/documents/S&T_ExternalDiscl_0209.pdf  

 

© 2012 Citigroup Inc. All rights reserved. CITI and Arc Design is a registered service mark of Citigroup Inc 
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Disclaimer  

This communication is issued by a member of the sales and trading department of Citigroup Global Markets Inc. or one of its affiliates (collectively, “Citi”). 
Sales and trading department personnel are not research analysts, and the information in this communication (“Communication”) is not intended to constitute 
“research” as that term is defined by applicable regulations. Unless otherwise indicated, any reference to a research report or research recommendation is not 
intended to represent the whole report and is not in itself considered a recommendation or research report. All views, opinions and estimates expressed in this 
Communication (i) may change without notice and (ii) may differ from those views, opinions and estimates held or expressed by Citi or other Citi personnel.   

This Communication is provided for information and discussion purposes only. Unless otherwise indicated, it does not constitute an offer, solicitation or 
recommendation to purchase or sell any financial instruments or other products and is not intended as an official confirmation of any transaction. Unless 
otherwise expressly indicated, this Communication does not take into account the investment objectives or financial situation of any particular person. Citi is 
not acting as an advisor, fiduciary or agent. Recipients of this Communication should obtain advice based on their own individual circumstances from their 
own tax, financial, legal and other advisors about the risks and merits of any transaction before making an investment decision, and only make such decisions 
on the basis of the investor's own objectives, experience and resources. The information contained in this Communication is based on generally available 
information and, although obtained from sources believed by Citi to be reliable, its accuracy and completeness cannot be assured, and such information may 
be incomplete or condensed. Any assumptions or information contained in this document constitute a judgment only as of the date of this document or on any 
specified dates and is subject to change without notice.   

Citi often acts as an issuer of financial instruments and other products, acts as a market maker and trades as principal in many different financial instruments 
and other products, and can be expected to perform or seek to perform investment banking and other services for the issuer of such financial instruments or 
other products.   

The author of this Communication may have discussed the information contained therein with others within or outside Citi and the author and/or such other 
Citi personnel may have already acted on the basis of this information (including by trading for Citi's proprietary accounts or communicating the information 
contained herein to other customers of Citi). Citi, Citi's personnel (including those with whom the author may have consulted in the preparation of this 
communication), and other customers of Citi may be long or short the financial instruments or other products referred to in this Communication, may have 
acquired such positions at prices and market conditions that are no longer available, and may have interests different from or adverse to your interests.   

Investments in financial instruments or other products carry significant risk, including the possible loss of the principal amount invested. Financial instruments 
or other products denominated in a foreign currency are subject to exchange rate fluctuations, which may have an adverse effect on the price or value of an 
investment in such products. This document does not purport to identify all risks or material considerations which may be associated with entering into any 
transaction. Citi accepts no liability for any loss (whether direct, indirect or consequential) that may arise from any use of the information contained in or 
derived from this Communication.   

This document may contain historical and forward looking information. Past performance is not a guarantee or indication of future results. Any prices, values 
or estimates provided in this Communication (other than those that are identified as being historical) are indicative only¸ may change without notice and do not 
represent firm quotes as to either price or size, nor reflect the value Citi may assign a security in its inventory. Forward looking information does not indicate a 
level at which Citi is prepared to do a trade and may not account for all relevant assumptions and future conditions. Actual conditions may vary substantially 
from estimates which could have a negative impact on the value of an instrument. You should contact your local representative directly if you are interested in 
buying or selling any financial instrument or other product or pursuing any trading strategy that may be mentioned in this Communication.  

These materials are prepared solely for distribution into jurisdictions where such distribution is permitted by law. These materials are for the internal use of the 
intended recipients only and may contain information proprietary to Citi which may not be reproduced or redistributed in whole or in part without Citi’s prior 
consent.   

Although Citibank, N.A. (together with its subsidiaries and branches worldwide, "Citibank") is an affiliate of Citi, you should be aware that none of the financial 
instruments or other products mentioned in this Communication (unless expressly stated otherwise) are (i) insured by the Federal Deposit Insurance 
Corporation or any other governmental authority, or (ii) deposits or other obligations of, or guaranteed by, Citibank or any other insured depository institution.   

IRS Circular 230 Disclosure: Citi and its employees are not in the business of providing, and do not provide, tax or legal advice to any taxpayer outside of Citi. 
Any statements in this Communication to tax matters were not intended or written to be used, and cannot be used or relied upon, by any taxpayer for the 
purpose of avoiding tax penalties. Any such taxpayer should seek advice based on the taxpayer’s particular circumstances from an independent tax advisor.   

© 2012 Citigroup Global Markets Inc. Member SIPC. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its 
affiliates and are used and registered throughout the world. 
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Disclaimer for Charts / Graphs that show Market Data:   

• Past performance is not indicative of future results, which may vary. 

• Statistical information comes from sources that we believe to be reliable source(s); however, no information or related data has been 
independently verified by us.  We assume no duty or obligation to update any information or data. The information contained in this report is based on 
generally available information, its accuracy and completeness cannot be assured, and such information may be incomplete or condensed.  

• Some indices are unmanaged and investors cannot directly invest in them.  The composite index results are for illustrative purposes only and do 
not represent the performance of a specific investment.   

• Supporting documentation will be furnished upon request for all claims, comparisons, recommendations, statistics or other technical data.  

• Other Citi personnel may have made investment decisions or take positions that are inconsistent with the recommendations or views in this 
publication.  

• Affiliates of Citi may serve as investment advisors to clients, including limited partnerships and other pooled investment vehicles. The affiliates may 
give advice and take action with respect to their clients that differs from the information and opinions included in this publication. 

• This document and the information herein are made available to you at your request and for information purposes only. This  document and any 
other information provided to you is not intended and does not constitute an offer to buy or sell, or the solicitation of an offer to buy or sell, any foreign 
currency contracts, nor is it intended to be advice or a recommendation of any kind whatsoever. Each decision by you to enter into a foreign currency contract 
and each decision whether a foreign currency contract is appropriate or proper for you is an independent decision by you.   

 

Fees, transaction costs, and other expenses reduce returns. 

 

The total impact of the spreads and fees may be significant and may make it more difficult for you to realize a profit from trading if replicating “Short Term 
Conviction views”, “Long Term Conviction views”, “CitiFX Technicals Portfolio”, “Strategic Portfolio”, and “Tactical Portfolio” trades. 

 

 Over the Counter (“OTC”) trades in the CitiFX® Technicals Portfolio are established at market prices from independent trading desks in the sales and trading 
department of Citigroup Global Markets Inc. or one of its affiliates (collectively, “Citi”). Contract market positions in the CitiFX® Technicals Portfolio are 
established on the listing exchange. 

•    OTC Positions are priced to market using bid/offer prices from independent Citi sources at time of publication. Contract market positions are 
priced at end of day settlement or current disseminated prices on the listing exchange at the time of publication. 

•    When OTC market prices are not readily available, positions are priced to fair market value, using techniques such as model or matrix pricing at 
time of publication. Examples of products that are priced to fair market value include certain contractual commitments (i.e. interest rate swaps, options, etc.). 

 

Cash, Forward or Options positions in foreign currencies are volatile and involve inherent risks including the effect of leverage.  Foreign exchange 
transactions are not appropriate for every investor and investors should refrain from investing (or hedging) in foreign exchange unless they are 
knowledgeable, experienced and fully understand the terms and risks, including but not limited to: 

• Potential of loss.  Because of the effect of leverage, relatively small market movement will have a proportionately large impact of the funds 
deposited. This loss can be equal to, or in some instances greater than the full amount of the initial investment. 

• Options. Investors should be fully aware of the standardized terms, special vocabulary (such as puts, calls, delta and theta) and the potential high-
risk characteristics of option transactions. 

• Diversification does not ensure against loss. 

• There may be additional risk associated with international investing, including foreign economic, political, monetary and/or legal factors, changing 
currency exchange rates, foreign taxes, and differences in financial and accounting and regulatory standards.  These risks may be magnified in emerging 
markets.  International investing may not be for everyone. 

• Certain foreign exchange transactions are only available to Eligible Contract Participants as defined in the Commodity Exchange Act.   


