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“Chance favors the prepared mind.” –L. Pasteur 
 

▪ Macro-Technical Trend Perspective: Early year equities bid still here, but fading? 

As we have noted since the top of the year, there is natural bias in favor of the bulls 
until the later part of January. The bears will need to temper their negative view until 
later this month in respect of bullish sentiment and a strong technical trend setup. 
December data has been spottier than we expected, but just good enough for now.  
One good example of the positive economic data hangover from the end of last year was 
yesterday morning's release of Organization for Economic Cooperation and Development 
(OECD) Composite Leading Indicators (http://bit.ly/WGWQMD.) Even though it is a very 
good six-month forward view in most cases, the theme for this release is from back in 
November (these are always released on a two month delay.) And that is the perception 
economic growth is stabilizing; as in becoming more entrenched. We can’t really disagree 
that was the case looking back to the upbeat factors we have already cited for late last year. 

Yet as noted previous, on the fundamental side there are reasons why a fairly upbeat US will 
drive positive sentiment elsewhere. In fact, we still see the US influence as critical, with news 
in Europe and some other areas not being nearly as strong. And as we note in the Concise 
Market View below, there are some fairly good reasons to question the upbeat sentiment 
toward Europe in addition to the capital flight accelerating in France in the wake of Monsieur 
Hollande’s 75% top marginal tax rate. And in essence there is also significant softening of the 
‘risk on’ psychology that evolved from the equities technical strength and upbeat expressions 
from last week's first ECB press conference of the year. Which is not to say it is a good time 
to become aggressively bearish just yet; rather this month will remain an important transition 
phase where any real-time indications for the impact of US Taxulationism must be watched. 

The bottom line is equities have benefited early this year while the govvies and the US dollar 
have suffered due to the degree of increased global confidence. Is that just knee-jerk reaction 
by folks who missed the 2012 equities rally, or is it a sustainable bullish trend across time? 

▪ Most Likely Critical Horizons: While there are no rate decision meetings this week, that 
doesn’t eliminate central bank influence from speeches and releases. There were quite a few 
speeches Monday, culminating in Fed chief Bernanke reminding everyone he has little control 
over whether Congress gets into any mischief on various near term critical deadlines. Monday 
also saw weak data out of Australia and Europe offset previous upbeat Chinese data, and this 
morning brought better-than expected Euro-zone Trade Balance yet much weaker US Empire 
Manufacturing and as-expected Retail Sales along with plenty of Fed-speak later on today. 
Wednesday begins Australian and Japanese Consumer Confidence, Japanese CGPI, US 
Industrial Production and the Fed Beige book ensconced on either side by more Fed-speak. 
Thursday sees Australian Employment, Euro-zone Construction Output and the ECB Monthly 
Bulletin, US Housing Starts and Philadelphia Fed. Then it’s Friday’s slew of Chinese data that 
includes Retail Sales, along with UK Retail Sales, US Michigan Confidence and a reminder 
that all US markets are Closed next Monday for the Martin Luther King Day holiday.  
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▪ Economic Data Highlights:  

Monday: Australia TD Securities Inflation & Home Loans & Investment Lending, RBA Credit 
Card Purchases, China Actual FDI, Italian Industrial Production, Euro-zone Industrial 
Production, OECD Composite Leading Indicators, Bank of Canada Senior Loan Officer Survey 
& Business Outlook Future Sales. 

Tuesday: UK RICS House Prices & CPI & PPI & DCLG UK House Prices, German CPI & GDP, 
Euro-zone Trade Balance, US Empire Manufacturing & Retail Sales & PPI & Inventories. 

Wednesday: Australia Westpac Consumer Confidence Index & New Motor Vehicle Sales, 
Japan Domestic Corporate Goods Price Index & Machine Orders & Consumer Confidence, 
Euro-zone EU 25 New Car Registrations & CPI, Italian Trade Balance, OECD Harmonised 
Unemployment Rates, US MBA Mortgage Applications & CPI & TIC Flows & Industrial 
Production and Capacity Utilization, NAHB Housing Market Index.   

Thursday: Japan Tertiary Industry Index, Australia Consumer Inflation Expectation & 
Employment data, Euro-zone Construction Output, US Housing Starts & Building Permits & 
Initial Jobless Claims & Philadelphia Fed. 

Friday: Australia Export & Import Price Indices, China Property Prices & MNI Flash Business 
Sentiment Indicator & Real GDP & Industrial Production & Fixed Assets Investment Excluding 
Rural & Retail Sales, Japan Industrial Production and Capacity Utilization, UK Retail Sales, US 
University of Michigan Confidence. 

▪ Central Banks, Finance Ministry & Political influences:  

Monday: Japanese Markets Closed for Coming of Age Day, Fed's Evans, BoE’s Fisher, BoE 
Policy Statement, BoE’s Bailey, Fed's Williams, Fed's Lockhart, ECB's Praet, Fed's Bernanke.    

Tuesday: Euromoney Central and Eastern European Forum, Bank of Portugal Winter Economic 
Bulletin, BoE’s King, Haldane, Bailey, Cohrs, Jenkins attend Treasury Committee Hearing on 
Financial Stability Report, Fed's Rosengren, Fed's Kocherlakota, Fed's Plosser. 

Wednesday: ECB's Nowotny, German Economy Minister Roesler, Bundesbank press 
conference, Fed's Kocherlakota (thrice), ECB's Asmussen, Fed Beige Book, Fed's Fisher.  

Thursday: Swiss National Bank Preliminary Data for 2012 Annual Report, ECB Monthly 
Bulletin, Fed's Lockhart. 

Friday: ECB’s Cœuré, BoE’s McCafferty. 

Monday: All US Markets Closed for Martin Luther King, Jr. Day 

▪ Government Debt Auctions or Operations:  
Monday: None.   
Tuesday: UK announcement.  
Wednesday: Japan, Germany.  
Thursday: France, Spain, UK, US announcement.  
Friday: None. 
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 Concise Market View 

▪ As we noted last week, avoidance of the US Fiscal Cliff plunge with no meaningful 
spending cuts was a real fillip for equities, and the predictable burden on the primary 
government bond markets. That was evident again in the late week selloff back near 
recent lows in the govvies, which was only commensurate with equities up to or above 
recent rally highs. Yet, that has now shifted into a softer equities market early this week. 
While we need to allow that there was a temporary return to a full ‘risk on’ mentality in the wake 
of last Thursday’s upbeat ECB press conference, this was not unexpected in early year trade. 
The key is that there are now technical reasons the equities face particularly critical hurdles to 
further strength. The March S&P 500 future 1,474.50 lead contract rally high is a particularly 
important resistance for many more reasons than just being a significant previous high.    

Rather than repeat all of the psychological and technical reasons why the last meaningful 
resistance this side of the low 1,500 area is the key, we refer you to last Thursday’s extensive 
Technicals and Might US Equities Attempt a Jailbreak? Rohr-Blog (http://bit.ly/gMYZ1p) 
post for anyone who has not already reviewed it. The bottom line is that March S&P 500 future 
was either going to be able to push through that high for a significant extension, or it was going 
to be vulnerable to a sense that all of the top-of-the-year enthusiasm might have been an 
exhaustion of the near term ‘risk on’ sentiment. In that regard, it is also possible that the basis 
for the very positive psychology on the euro and Europe that flowed from the very upbeat ECB 
press conference last Thursday might not be that well founded. Or maybe even at all credible. 

See the extended discussion in yesterday evening’s Rohr-Blog Calendar, OECD CLI, another 
great resource, Europe post for more on the latest European Commission Euro-zone draft 
bank bailout proposal. It seems that pulls the rug from under one of the key features which had 
rescued the euro and the equities from the depths of last summer’s selloff: breaking the link 
between bank insolvency and the exposure of national treasuries to those losses, which had 
been so toxic in the first half of last year. As noted in the Financial Times editorial we cite, they 
are now“…rejecting the use of European Stability Mechanism funds directly to recapitalise 
banks damaged by the crisis.” This takes us back to the time when “…member states make 
good the losses of private banks before they are recapitalised with eurozone rescue funds.”  

That’s not what the markets are trading on at present. We wonder how far down the road this 
proposal will get prior to the impact being felt by the equities, the euro weakening once again,  
and a potential haven bid returning to govvies (even if the latter might be a bit less pronounced 
than previous phases)? Yet, as we suspected would be the case through a good portion of this 
month, this is one of those European factors, along with the Taxulationism headwinds forming in 
the US, which the upbeat early year sentiment has not yet allowed to impact the markets. It is 
worth keeping a close eye on all that later this month into February; especially after all of the 
exuberance over equity fund inflows and US Fiscal Cliff relief failed to produce a new high. 

All of the technical indications below are the same the Current Rohr Technical Projections - 
Key Levels & Select Comments based on last Wednesday’s US Close. Even though some 
markets (particularly in foreign exchange) have move markedly since then, the levels remain the 
same key thresholds. They remain relevant for current markets, and will be updated after the 
US Close tomorrow to incorporate any additional swings based on the Fed Beige Book release.  
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March S&P 500 Future: Right back up to higher end of 1,350-1,465 range looks very good. 
Yet high end of range also weekly Oscillator resistances with weekly MACD still DOWN.  

  RES:  1,460; 1,465-67; 1,474.50; 1,485-90; 1,510; 1,526; 1,545 

  SUPP:  1,450; 1,444-40; 1,425-20; 1,414-17; 1,399-1,405; 1,387-83 

Government Bond Futures: Recent equities push higher on Fiscal Cliff negotiations 
looking better weighed on govvies. Even strong sister March German Bund future below 
145.20-.00 congestion is also now a Negated weekly UP Break. 143.75 fail is also a fresh 
DOWN Break, with a Tolerance to low 144.00 area. March T-note future recovering from 
vigorous test of major 131-16/-12. Weak March Gilt future below mid-117.00 support also 
failed heavier historic congestion in the 117.00 area. All have stalled on recent rally.  

MAR T-note:  RES:  132-08/-05 (Jan ‘12 hi); 133-04/132-24; 133-10/-08; 134-04 

  SUPP:  131-24; 131-16/-12; 130-20 (12/08 hi); 129-24/-16; 129-00/128-14    

MAR UK Gilt: RES:  117.20-.00; 117.57 (OCT low); 118.00; 118.50-.25; 119.30-.52 

  SUPP:  116.30-.00; 115.50; 114.50; 113.61-.28; 112.50  

MAR Bund:  RES:  143.50-.75; 144.17; 144.50; 145.00-.20; 145.70-.88; 146.28-.44 

  SUPP:  142.30-.62; 141.70; 141.30-.00; 140.00-139.60 

June 2013 Short Money Forward Future 

Eurodollar:  RES:  99.66 (SEP highs); 99.705 (DEC high); 99.81 (OSC) 

  SUPP:  99.63; 99.60-.59 (AUG 2011 High); 99.55 

Foreign Exchange: US Dollar  
USD INDEX: The recovery of the euro and psychology in Europe made another selloff 
below .8000 area no surprise. QE-driven equities rally makes that a fair result. Yet never 
convincingly below .7915/upper .7800 support. .8000 area now takes on more importance 
due to advance of major channel support and weekly MACD in balance (from DOWN.)  

  RES:   .8070-50; .8150-80; .8225-60; .8300; .8335-55; .8450 

  SUPP:  .8015-00; .7925-15; .7860-10; .7680-50; .7500; .7472-50 

EUR/USD: The upside follow-through was impressive in wake of all the various forms of 
ECB and Fed QE, evidenced initially in early September push above 1.2500-1.2450 area. 
Yet even back above 1.3000 and 1.3150-70 major Fibonacci retracement it has stalled into 
next real resistance in 1.3250-80 range. Weekly MACD UP, but daily MACD clear DOWN. 

  RES:  1.3080; 1.3170; 1.3250-80; 1.3450-1.3550; 1.39; 1.40-1.41 

  SUPP:  1.2950-1.3000; 1.2860; 1.2750; 1.2600-38 

GBP/USD: Much as with EUR/USD above 1.2500-1.2450, the August push above 1.5750 
key weekly MA’s, Fibonacci and congestion led to a full extension to major 1.6300 area 
April high. Current failure back below 1.6150 is weak sign after recent failure, yet good 
support still 1.6000-1.5950. Much below it a test of November 1.5828 or lower levels likely. 

  RES:  1.6150; 1.6250-80; 1.6302 (APR hi); 1.6400; 1.6500; 1.6620 

  SUPP:  1.6000-1.5950; 1.5880-1.5900; 1.5750; 1.5650-00; 1.5500-1.5450 
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Foreign Exchange: US Dollar (continued)  
USD/JPY: After February rally above key resistances at 78.35 and 79.50 were UP Breaks, 
near term failure at 84.00-.50 key resistance and below 82.00 area fed retest of those 
lower levels. Holding them led to a much more major confirmation of the overall UPturn. 
Back above 84.00-.50 and 85.54-.94 led to violation of more critical 87.50-.00 area, as that 
was also top of channel; now UP Acceleration area, with next resistance not until 91.00. 

  RES:  89.40; 91.00; 92.50-93.00; 93.80; 95.00; 96.00; 97.75; 99.00 

  SUPP:  87.50-.00 (NEG DN Brk); 85.54-.94; 84.00-.50; 82.85-83.30 

AUD/USD: Commodity currency better on equities rally than recent phases, but less than 
impressive just above top of 1.0450-1.0500 area so far on rally with residual resistance in 
the 1.0600 area. Yet, daily MACD joins weekly MACD UP, and burden of proof on bears. 

   RES:  1.0615-25; 1.0750; 1.0850; 1.1000-83 (07/11 high); 1.1250  

  SUPP:  1.0500-1.0450; 1.0350; 1.0250-20; 1.0150-00; 1.0000-.9950 

Foreign Exchange: Cross Rates: Euro currency weakness had limitations based on the 
support expectations furthered by ECB President Draghi and the Fed’s major QE efforts. 
And questions over the latter are part of the reason US dollar has strengthened of late. 
All of which seems modest now in the context of Japanese yen weakness. Whether that 
is a post-election policy-driven swing or a sign of Japanese demographic and industrial 
problems is to be seen. But yen technical trend still very weak in any event (see above.)  

EUR/JPY: RES:  115.70-.116.00; 117.00-.50; 118.50; 119.65-120.00 

  SUPP:  114.18; 111.62-.85; 110.00; 107.50-108.30; 106.50; 105.50 

EUR/GBP: Pound lost strong sister status since mid-November in spite of repeated euro 
failures to .8150 resistance; and recent false UP Break above it as well. The .7950-.8000 
area remains critical UP Break and congestion; important with daily MACD DOWN now. 

  RES:  .8180-41; .8250-70; .8370-.8400; .8500; .8580 

  SUPP:  .8115-00; .8020-00; .7950-80; .7850-00; .7750-.7694  

EUR/AUD:  RES:  1.2480-1.2510; 1.2650; 1.2880-1.2900; 1.3000-1.2925  

  SUPP:  1.2360; 1.2250; 1.2170-33; 1.2000; 1.1850; 1.1750; 1.1611 

We hope you find this helpful. 
-Rohr 
(www.rohrintl.com) 
Rohr-Blog: Extended Observations, Calendar & Events Perspective, Tech & Comments 
(http://rohrintlblog.wordpress.com/) 
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