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The DAX rally is at a critical juncture as the 8151 high 

from 2007 is within striking distance. Bulls will note the 

continued monetary support offered by the ultra-low 

rate policy that the European Central Bank seems 

committed to, as well as the ‘back stop’ that the ECB’s 

commitment to keeping the Eurozone intact seems to 

offer to ‘troubled’ sovereign bonds. The DAX has 

rallied over 35% from the 05 June 2012 low and over 

15% from the 16 November 2012 low, which suggests 

that sentiment has improved sharply over recent 

months. Economic data has been mixed though as 

signs that factory orders are slipping haven’t tied in to 

the continued strength in sentiment surveys. Both the 

ZEW and IFO surveys are out this week (Tuesday and 

Friday, respectively) and will offer some further clues 

as to whether or not sentiment continues to hold up.  

The bigger focus though may be on the fallout (if any) 

from the announcement that Eurozone Finance 

Ministers are seeking to impose a potential ‘bail in’ on 

the bailout deal with Cyprus. The idea of ‘sharing the 

risk’ has been made before by key Eurozone states 

(Germany) and has recently been applied in the 

Netherlands after the Dutch government nationalised 

SNS Bank and imposed losses on junior bond holders 

The Cyprus proposal though is that a potential levy of 

up to 9.9% on bank deposit accounts in excess of EUR 

100,000 may be made in order to allow for the release 

of a EUR 10 bn loan from the EU and IMF. While this 

may seem reasonable to the lenders, the long lines at 

ATM bank machines as depositors sought to withdraw 

their cash suggests that those affected have a different  

 

 

view. While this is important, for the markets the bigger 

impact(Cyprus is a tiny percentage of Eurozone 

economic activity) will be whether or not there is some 

‘contagion’ with Spanish and Italian markets as the 

confiscation of a percentage of bank deposits could be 

the new standard for future bailouts. The fundamentals 

for German equities are obvious: with less German tax 

money held hostage, its fiscal budget is expected to 

remain strong and unlikely to burden the corporate 

sector. Yields on German bunds and spreads on 

German corporates should remain low as a result. 

The chart below points out the strong rally seen over 

the last few months with upside momentum to 8151 

near term. Short term support is at 7930 and 7870 

ahead of 7530/7500. The risk is that losses are seen 

below 7500 which would leave congestive support at 

7400 to 7200 under pressure. 

Summary 

 The DAX rally above 8000 over the last few weeks opens up opportunities for further gains to 
8151, an all time high from. 

 A sustained turn above 8151 would leave swing targets to 9000  

 The long term chart shows that the DAX has balked at holding gains above 8100 in the past 
though, and even gains above 7600 seem difficult to hold  

 The bail-in of Cyprus depositors and junior creditor implies less political risk in Germany as its 
taxpayers are kept off the hook, The reaction to the news that Cyprus may need to ‘bail in’ 
bank depositors in order to secure a 10 bn euro bailout loan from the EU/IMF may reignite 
Eurozone ‘crisis’ trading though if contagion spreads to Spain and Italy again  

  

DAX at a Key Area 

Trade Idea 

18 March 2013 
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The long term chart is worth keeping in mind as the 

DAX faltered above 8100 in 2000 and 2007 already. In 

fact, gains above 7600 have tended to be fleeting in 

the past. This time could be different, of course, and 

the risk is that gains above 8151 will leave the door 

open for long term swing targets to 9000. If the DAX 

does turn sharply lower then the 50-week moving 

average (7084) and even the 16 November 2012 low 

at 6950 would be at risk. This area may mark the long 

term ‘floor’ for many investors, as a break would leave 

a ‘sea shift’ in sentiment to extend with some risk of 

seeing a return to the 2012 summer lows below 6000 

increasing then.  
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Disclaimer  
  
This communication has been produced by Gerald Celaya from Redtower Asset Management Limited which is authorised and regulated by 
the Financial Services Authority.  Boost ETP LLP is an appointed representative of Mirabella Financial Services LLP which is authorised and 
regulated by the Financial Services Authority. Boost ETP LLP have appointed Redtower Asset Management Limited to produce third party 
research and there is no financial incentive for Redtower Asset Management Limited to make a recommendation to Boost products.  
Therefore, there are no conflicts of interests between Boost ETP LLP and Redtower Asset Management LLP. 
 
Important Notice 
This commentary is for information only and the comments and forecasts are intended to be of a general nature and are current as at the 
date of issue.  Redtower Research and Redtower Asset Management take no responsibility for any individual investment decisions based 
thereon.  Redtower Asset Management provides this data on the understanding that the data is sourced from the public domain or 
authorised sources, and that while Redtower Asset Management will endeavour to ensure that the accuracy of the data in our reports, no 
responsibility is taken for any errors in the data and no responsibility or liability of any sort is taken for any losses that you or your company 
may incur, either directly or indirectly, through the use of this information.   The source of data within this communication can be sourced 
directly from Bloomberg and Reuters.  Redtower Asset Management is registered in Scotland, registered office: Crystal Valley, Fettercairn, 
Kincardineshire, Scotland AB30 1DU, registered number is SC325065. VAT registration no. 751 6880 11. Redtower Asset Management 
Limited is authorised and regulated by the Financial Services Authority.  FSA no. 473656 
 
 
The products discussed in this document are issued by Boost Issuer PLC (the “Issuer”) in accordance with the Prospectus published on the 
Central Bank of Ireland’s website. The Central Bank of Ireland has certified that the Prospectus of the Issuer has been drawn up in 
accordance with the Directive 2003/71/EC. The Prospectus has been passported from Ireland into the United Kingdom. Please read the 
Prospectus before you invest in any Exchange Traded Products (“ETPs”).  
 
Boost Issuer PLC, Boost ETP LLP or Mirabella Financial Services LLP is not acting for you in any way in relation to the investment to which 
this communication relates, or providing investment advice to you. The information is not an offer to buy or sell or solicitation of an offer to 
buy or sell any security or investment. As no recommendations can be provided you are advised to seek your own independent legal, 
investment and tax or other advice as you see fit. 
 
The value of an investment in ETPs may go down as well as up and past performance is not a reliable indicator of future performance. An 
investment in ETPs is dependent on the performance of the underlying index, less costs, but it is not expected to match that performance 
precisely. ETPs involve numerous risks including among others, general market risks relating to the relevant underlying index, credit risks on 
the provider of index swaps utilised in the ETP, exchange rate risks, interest rate risks, inflationary risks, liquidity risks and legal and 
regulatory risks. An investment in an ETP tracking a daily leveraged or daily short index is intended for financially sophisticated investors 
only who wish to take a short term view on the underlying index. As a consequence, Boost ETP LLP is not promoting or marketing Boost 
ETPs to Retail Clients. However, you may consult your financial advisor if you wish to invest in ETPs. 
 
 

 

 

 


