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Daily Market Report for Thursday 18" of March 2010
Check out our new trading signal service; make sure to sign up for our 14 days free trial:

http://www.avantagefinancial.ch/intraday service?avantagefinancial ch=9ae142803578
¢c3c4c07b84981ee2f673

(We are up 1001 pips on this service since it started 8" of January 2010)
Market Comment

S&P futures basically unchanged around the 1161 level at the time of writing and it tested the 1165
resistance level yesterday, but failed to move above so far. It has scope to move higher towards 1177
resistance that is the +3 Sigma level. However we very seldom see moves beyond 3 Sigma’s and we
don’t expect that to happen this time either. So in our view the scope is limited for a strong rally, but
it might just grind lower. Seems to be plenty of shorts in the S&P futures at the moment and these
shorts probably don’t want to see the S&P above 1180. VIX at a new low for the year yesterday and it
looks quite cheap in our opinion, so we are looking to add more VIX options over the next few days
or so.

More talk about Greece this morning, with IFO saying that Greece should exit the Euro zone to fix the
economic problem outside the EU and such comments have not been good news for the Euro last
few months and no difference this time as the Euro is down below the 1.3640 level at the time of
writing vs. above 1.3800 yesterday morning. Looks like the EMU have to come up with a better
structure to deal with similar problems in the future to be able to withstand economic downturns. As
we have outlined in the past the current structure is fragile without a treasury and weak controls on
the members’ financial situation. The problem we see a bit is that the message from the EU on
Greece is very unclear to say the least. EU keeps saying that Greece will not receive any debt
guarantees and EU will not allow Greece to default. There have been released very few details as
well around how the EU will solve the Greek debt problem in a worst case scenario.

Yesterday US PPl came out below expectations (-0.6% M/M) and the inflationary worries have turned
to deflation as there seems to be very little inflation to talk about of at the moment. The CPI just out
came in flat and Core 0.1% M/M, so this also confirms the trend from yesterday’s PPI.

Yesterday’s comment on the EURUSD:

The USD was sold off across the board this morning taking the Euro very close to the key 1.3840 level.
Since the amount of Euro shorts are still at very high levels, we reckon it will be massive amount of
stops above this 1.3840 level. So could easily get a strong short squeeze if this 1.3840 level is broken
o0& fSGQa & lokcounserisk asivdllthat shaxitisele® be this 1.3840 to establish fresh
shorts that will force the Euro lower near term. So we reckon it can go both ways and the price action
over the next few days will be key.

Fair amount of sellers up at the 1.3840 resistance level so far, but as long as the 1.3550 support level
holds it could make another run towards the 1.3840 level. We also saw comments from a major
European bank that they had closed their long in EURUSD on the run towards 1.3800.
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We note that Crude has possible no demand bar yesterday, which signals weakness and if this is a no
demand bar it should make a wide down day on increased volume over the next few sessions. Falling
resistance from the Dec09 high in Gold is coming in at 1132 this morning, could it be a near term top
we say yesterday?

Keep in mind that US moved to summer time over the weekend and therefore the US data releases
will be 1 hour earlier than normal here in Europe for the whole week.

EURJPY vs. S&P 500 futures, the correlation has a bit off last months to say the least. Maybe it AUD
vs. EURJPY is a better indicator for risk appetite these days? Will look at that tomorrow.

Some interesting news stories:

Steady-Hand Fed Contrasts With Central Banks - WSJ -
http://online.wsj.com/article/SB10001424052748704743404575127621376237664.htmI?mod=WSJ Markets
LEFTSecondNews

Greece threatens to call in IMF as Europe dithers - Telegraph -
http://www.telegraph.co.uk/finance/financetopics/financialcrisis/7467672/Greece-threatens-to-call-in-IMF-as-
Europe-dithers.html

Merkel Says Euro-Zone Expulsion Should Be an Option - The WSJ -
http://online.wsj.com/article/SB10001424052748704743404575127190480343692.html

Angela Merkel defies IMF and France as anger rises over German export surplus - The Telegraph -
http://www.telegraph.co.uk/finance/comment/ambroseevans_pritchard/7467198/Angela-Merkel-defies-IMF-
and-France-as-anger-rises-over-German-export-surplus.html

UK unemployment: It's not all good news - The Telegraph -
http://www.telegraph.co.uk/finance/economics/7464647/UK-unemployment-Its-not-all-good-news.html

Inflation Targeting Won't Work in Japan - The WSJ -
http://online.wsj.com/article/SB10001424052748703734504575126433222343828.htmI?mod=WSJASIA hps
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Splits open on role of IMF in Greece - The FT -
http://www.ft.com/cms/s/0/bc84626a-31fd-11df-a8d1-00144feabdc0.html

9!' Qa fFNBS&Al SO2y2V-xh8®m- 6l Ny SR 2y T2NBOl aida
http://www.ft.com/cms/s/0/721a9a04-31d1-11df-9ef5-00144feabdc0.html

BOJ Loan Program May Resound More With Government Than Economy - Bloomberg -
http://www.bloomberg.com/apps/news?pid=20601068&sid=aj61ARDfyfml
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Euro: Support down at the 1.3550 level with key resistance up at 1.3840 level. The interim
downtrend from the December high was broken Friday, but we still would like to see daily close
above 1.3840 to look for a move higher. Sellers took over this morning as it was not able to break the
1.3840 key resistance, scope for a test towards 1.3550 next.

Cable: The key resistance at 1.5220 taken out today and there is now scope for a move towards the
+2 Sigma band that is coming in at 1.5524. Key support is now yesterday’s low of 1.4974.

USDJPY: Falling resistance from April 09 high coming in at 91.34 today, which needs to be taken out
to open for any stronger move higher. We still favor buying dips as long as 88 level holds and longer
term we still expect JPY to underperform due to high public debt, weak demographics and tougher
export markets due to slower growth going forward. However keep in mind that repatriation flows
should support Yen towards end of month (the Japanese fiscal year).

Swissy: We note that key falling resistance from the October 2009 high is coming in at 1.0825, which
is level we have outlined for weeks to watch. A break above here would be significantly bullish and
potentially open for a rally toward 1.15 to 1.17 levels. The outlook remains bearish below this 1.0825
level. There is a rising support line coming in at 1.0452 from the November low and this coincides
with the — 3 Sigma bands that is not far off at 1.0432, so we expect support towards this level.

AUDUSD: Good support above 0.8950 and with the 100 day moving average taken out last week it
has scope to test 0.9329, the 2010 high. Keep in mind that AUDUSD seems to have a fairly high
correlation with S&P, so keep an eye on S&P when trading AUDUSD.

USDCAD: Finally took out the key 1.02 support and as long as it stays below 1.0250 it should have
scope for a move towards 1.00. We note that falling trend line from the 2009 high is coming in at
1.0500 for the moment, so longer term trend is bearish below this falling resistance.

EURJPY: The 124.25 resistance level was taken out Friday, but it could not sustain the momentum
yesterday, which indicates that decent amount of sellers above 125. We expect 122 to 125.40 range
for the near term unless the stock market would make any bigger moves. Remember the JPY fiscal
year end flow until end of month should give support to JPY, but how much it difficult to judge.
Expect more choppiness over next few weeks.
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GBPJPY : Weak below for support at 138.30 and key support down at the 131.40 level that could be
tested next.

AUDJPY: Bullish above the interim rising trend line coming in at 80.36 today, with former rising

support from 2009 low, now resistance at 83.71. We expect strong AUD and weak JPY going forward,

buy dips.

Levels Euro Cable  USDJPY Swissy  AUDUSD USDCAD EURJPY GBPJPY AUDJPY

Res2 1.4026 1.5680 93.70 1.1200  0.9405 1.0759 127.00 143.00 86.20

Resl 1.3840 1.5524 91.51 1.0859  0.9329 1.0250 12540 138.23 83.70

Supl 1.3550 1.4974  88.00 1.0650 0.8950 0.9977 120.00 13140 80.36

Sup2 1.3450 1.4780  84.83 1.0300 0.8560 0.9826 115.90 127.00 76.50

Our outlook

Pair Our strategy Today Our medium term forecast

EURO Failed towards the1.3840 Our target of 1.3830 basically hit as the high this

yesterday, sell rallies for a test of morning was 1.3817. We stand aside for the

1.3550 moment

Cable Bullish break above 1.5220, buy Came within striking distance of our 1.47 short

dips above this 1.5220 breakout target, most likely for a run higher this week
level

USDJPY Bullish above 88, key resistance up Bullish longer term, but Japanese year end flows

at 91.34 should limit upside, we stay cautious until end of
month

USDCAD Bearish below 1.0250 Broke below 1.02, next target is

EURJPY Weak below 124.25

AUDJPY Stand aside Test of 82

GBPJPY Bearish below 138.23 Our 135 target hit, stand aside

AUDUSD Bullish above 0.9050, buy dips Our 0.92 target hit this morning, we stand aside

Risk Warning: Any information in this report is based on data considered to be reliable, but no
representations or guarantees are made by Avantage Financial GmbH with regard to the accuracy of
the data. This information is provided on condition that we accept no responsibility, legal or other for
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its contents. We, including our directors, officers, employees or publishers, disclaim all liabilities. Any
statement constitutes only current opinions, which are subject to change. Neither the information
nor any opinion expressed shall be construed to be, or constitute an offer to sell or a solicitation of
an offer to buy any investments mentioned herein. Regardless of the account type you choose, there
are risks inherent in trading, including the risk of loss greater than the original investment. The
opportunity for profit creates a corresponding risk of loss. Anyone wishing to invest in any of the
products mentioned should seek their own financial or professional advice. Prices can go down as
well as up. Past performance is no guarantee of future results.



