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Time to Sell the Euro and take another look at the
Greenback?

When everyone knows that the US
Dollar is a bad bet then you really
need to look at taking the opposite
side of the trade and that's what | am
doing. Over the last few months we
have seen a continuous stream of
bad news and commentary on how
bad the American currency is. From
Rappers, Super Models to the Taj
Mahal everyone prefers the Euro. |
even read that kidnappers now want
ransoms paid in 500 Euro notes
rather than dollars! As Mark Twain
once wrote “The reports of my death
are greatly exaggerated” after his
obituary had been mistakenly pub-
lished.

One indicator | like to use is the front
cover indicator. | will not mention the
magazines by name but I'm sure you
can guess the ones I'm thinking of

EURAISD | Morthly, # 500

economy. They are very well written and
illustrated, however, in most cases by
the time it’s on the front cover then the
smart money is getting out. One well
respected magazine recently had a
cover with the headline “the panic about
the dollar”.

Remember, when trading currencies you
are always buying the strength of one
country’s currency and selling the weak-
ness of the other. Whilst the US has
many well documented economic prob-
lems let’s not think for one minute that
Euroland is some sort of perfect econ-
omy, it is far from it. | have often stated
that its hard to find a decent currency
and its been the case of buying the best

EUR/USD Monthly chart going back to 1984
(synthetic used pre Euro launch)
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of a bad bunch.

Why the Euro is heading for a fall

The recent cuts by the Federal Reserve of over
1.25% in just over a week were historic moves.
These cuts should have sent the dollar plunging and
the Euro soaring, yet it did not, the Euro failed to
make it over 1.50. As the chart shows we have been
in a consolidation for some months. For now 1.43
seems to be the support, however, | see this giving
way towards the end of 2008. My target for Euro/
USD before the year end is 1.36 from the recent
1.48 levels. The dollar weakened 10.6 percent in
2007 and 11.4 percent in 2006 after strengthening
12.6 percent in 2005. 2008 could see a strengthen-
ing of around 10%. | also see the ECB finally giving
into inflation concerns and start cutting interest
rates. From the current 4.00% | see rates steadily
falling to 3.25% by year end. The first cut from the

ECB cut will come as soon as April.

Just to be clear, I'm still no fan of the Dollar and |
have been short the dollar for most of the last 5
years, however, nothing goes up or down in a
straight line and this trade is Just to be clear, I'm still
no fan of the Dollar and | have been short the dollar
for most of the last 5 years, however, nothing goes
up or down in a straight line and this trade is based
on a lot of bad news being factored into the US Dol-
lar yet little being factored into the Euro and until
recently the British Pound.

One of the easiest ways to short the Euro with a
strictly limited risk is using a covered warrant. You
could look at the SG 1.40 Euro/USD Puts ticker
code: SX55 currently trading at around 14p. The al-
ternative is to short December 08 Euro/USD and
make sure you have a very big stop, say 1.55 just to
be safe. Just to recap - you purchase a covered war-
rant via a stockbroker and they are listed like shares
on the LSE, no stamp duty is payable but you will pay
your normal stockbrokers commission.

Page 2

On the subject of currencies, the British Pound is
looking bearish. After hitting the 2.10 level against
the USD we have seen a sharp sell off with the psy-
chological 2 dollars to the pound level being bro-
ken. Whilst we will see some attempt to regain the
2 to 1 level, | really don’t see this holding and | am
looking for a fall back to 1.90 and then down to
1.80 before the end of the year. You could look to
trade this idea with a covered warrant as well. Use
the 1.90 GBP/USD PUT which has a Dec 08 Expira-
tion currently trading around 26p. Code SX63

Whilst we recently saw the Pound looking strong
against the US dollar the Pound has been hitting
new all time lows against the Euro. The Pound is
also giving a sell signal against the Yen, Swiss
Franc, Canadian $ and Australian $ to name a few.

SX63 1.90 GBP/USD Put warrant. (increases zoom to see
larger) Blue line is Exchange rate, Red line is Warrant price.
Warrant is up over 130% in the last 3 months.
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FTSE 250 in big trouble

Last month | mentioned that the FTSE250 was look-
ing very week. A major sell signal has now been con-
firmed and | can safely say that the FTSE250 has
entered a bear market. Whilst many brand the term
bear market around loosely, | don’t and the last
time | had a major sell sighal on the FTSE250 was
in 2001. 1 do not class the Dow, SP500, FTSE100,
Dax as being in a bear market yet, however, if these
indecies do not stage a considerable bounce in the
next 60 days then they are likely to fall into bear
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FTSE250 in serious trouble, 9000 holding for now, however looking for a
New SG Warrants issue test back to 8000 before the end of this down move.
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to support Gold. As | write, we have www.sharescope.co.uk Chart (c) ShareScope

made a new push up to the $950  Aperforth Smaller Companies trust. Now breaking down as its holdings in
level with many calling for $1000  gmaller companies are being hit. This could be a good short trade for the
any day now. Calm down is my an- rest of 2008, look for a move down to £4.50. You can spread bet ASL with

swer to this! Yes, we will see Gold , .
) ; i most spread betting companies.
hit $1000 but not all in a straight

line. I am looking for Gold to take a pause and consoli-
date around the $830 to $930 levels for a few months,
before pushing up for the big break to $1000.

The launch of the Shangahi Gold futures back in Janu-
ary is good news for Gold, however, the contract sizes
are large which means that most small Chinese inves-
tors will not be able to take part in this market. If we
see a way that retail Chinese investors can trade gold
then we really are heading for an amazing run on gold.



FEBRUARY 2008

Page 4

As a longer term trader it would be a good idea to
look at adding to Gold trades on bad days, any-
where near the lower $850 mark will prove a good
buying level. As for as seasonality goes Gold is
now going in to a slightly weaker few months, this
could tie in with my trading range/pause scenario
before the next big move up.

On the subject of metals, I still remain Long of
both Silver and Platinum. The recent run in Plati-
num has been amazing and shows what can hap-
pen in a when a commodity is thinly traded. For

now | continue to use trailing stops. Obviously at

some stage Platinum is going to sell off hard, for
now enjoy the ride.

What | am buying on bad
days?

My recent trip to China brought home
the scale of the growth in food prod-
ucts and personal goods. What we
class as every day items such as
shampoo, ice cream, chocolate,
washing up liquid, tooth paste. fruit
juice, soft drinks and breakfast ce-
real are luxury items to most in

China. 40
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Whilst shares such as Unilever, Nes-
tle, General Mills and Kraft foods are
often seen as low growth safety stocks, the opportunities
in China are still in their early stages. It's true that growth
in the US and Europe is slow, however, Asia and Africa is
growing at over 10% a year.

One stock | have been buying on bad days is Unilever. The
company is a world leader in food and household prod-
ucts with brands including Lipton Tea, Slim fast slimming
foods, Flora margarine, Signal toothpaste, Carte D’or ice
cream, Bertolli sauces and Surf detergent to name a few.
Higher raw material costs and energy costs do put pres-
sure on margins however, | see Unilever passing these
costs on. Also Unilever is slashing its own costs.

My 2 year projection for Unilever is over £25 a share with

Jul '06 Jul ‘07 Jul 3/3/08
Chart (c) ShareScope

relatively low risk. Unilever is currently trading
around £16 and | will be buying on any dips down
near the £15 to £15.50 level. | also like Pepsi co
inc (PEP) and Coca Cola (KO) for similar reasons.
Pepsi recently was hit with the general market sell
off, however its still in a great up trend as is Coke.



	          February 2008

	gThiyioiioooopppppppp

	Page #

	          February 2008

	Page #

	February 2008

	Page #

	          February 2008



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



