
l4 lvlay 2Ol5 . \,1rww cirywire.co.ukl$/m

FIXED INCOME

For the technicaly m.de.t. buncty etds
have rsen above both 50 and 2oo-d.y
movlng aver.ges in a stra grt jne y/ rh no
cls.ernible sisn oi resis.ance.

While eccnomic clata af d off. a r.re
s gn. I ng have raria ned effectivety
!.chansecl, this has coincictectwith a sharp
reversal of inlaionaryexpectations over
the past three mo.ths, cerman short term
nfiation sy/ap yielcls have nsen I5%

Flow dita s!ggesrs there nray be a fairy
s!bstantla ovcrl-r.ng oi money to c ear
before fixe.i ncome can cntch € b d Broad
bond marker fun.ls recor.ted t7 wceks or
stra ght infows over the l7 weeks to the end
ofAp.il, nc uding $s bilion (f3.2 bit o.)
over the week tc the firn of May

'Few pos ioneclin Apri ior US
consumcrs to stay we.k, or a Germ:n r.ics
shock'sa d l"t chae H.nnett chef
nvestrne.t strategist at B.nk of Amenca
ilerl Lynch. He wes one ofthe few

observers n recent rnonrhs who warned that
bLnds appearect very tafg b y m s priced
versLrs infation. Corection risks tremainl

'Wh e the bank sE d thdt on a short re.m
trad ng b.s s, it be ieves ri has seen most of
the lmmediate move in b!nds. it adcted that
further volatlity shoutd now be fet n
E!ropean equity, U5 fred income anct the
EUR/USD erchanse

eoAl'1 L technicdl slr.iegtst tyacNeit C!ry
a.ldedr Euro Stotx 50 sho! ct . so sLrffer
further a. bun.lyet.ts rjse pari cutany
rollow n9 the complerron oi. f ve week
head-dnd-shou ders top

While most ey.s are on re prce a.t on
if Europ,.an ixect ncome anct EUR/USD, Us
iled income voit ity is latsot star|ns to
look very omino!s.

Th.t appears to have prov ded some
underp nn n9 to. sh.rp ra y in the elro up
a% veEls ihe do ar since its ow n mid
19.rch or.1.5% o.. tra.je wejghte.tb.sts

Forward nfatron expectatons ref ect
both a remarkab e r. ty no prces (up ?+t%

s nce._lanuary) nn.l some ndustria
commoclitres such as copper (up tE%)

It a so susqests the anitctpated eifect or
rebas ns, once annla isect Cp beg ns ro
rcf -actabg ncredse nt2 monrhinfationin

'These positive npLrts into the Cp are
huge and w ll have a huge eifect o. the
nfat on nu.iber n a few r.onths,t me,

'oi s now back to 965 a barret. And next
January. when the fa drops out of tl..re incte!,
it wilbe replace.J with a rtse of+62yo
Assuming i stays here, if tt, say. goes up ro
$7s a barre tthe lowest prce where ner/
shale procluction can siartl, rhe nput rise
woLld be 88%.'

Th rty-year buncl yetcts n Germ.ny
that are less th.n 50% oa the ECE s

l.n Ur .rm: ,.: i tn. b-a. nr r.
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BOND BEARS SCENT BLOCD AS
BUNDS LEAD WAY DOWN

DAVE CAI,IPBELL ls this the bis onc? For those who have sar
out the seer. ngly !J.e.cln9 ra y in
sov-are Sns for the past four years, the sharp
rse n bond yelds raisesthe question of
whethcr th s s the moment rhe wortd rarr
out of qreater foo s.

'lThls is the sterl of.nl Lr tr- long rerm
gr n.l n9 acljustment, w ih the odd shnrp
shock alons the way,' predicte.t long
sianclkrg bonclbe;r an Wiliarns oi Charters.
A proper long term bear market in boncts.,

Buncls have e.l the way n the
retrncement s nce German CPldat-
s!rprse.l to the Lrpsl.le on 30 apr t, w th
lO year bunclye ds s nce btow ng olt a most
6obps ai the i nre of wr ti.g The 30 year
ha5 3lso a mon ctoLrblecl fronr O /5 bps to
I3% Thal s the largest two-week move
sin.ethe dte t990s.

Elrrope and rhe resi oithe c7 h;vc since
foiowecl with th-. LIS TreasLJry tO year up
O25 bps to 2 4% an.lthe 3o,year up 26 bps
to I Ol%. Ten year sits h.ve rsen t9 bps to
above 2% talan, French, Spanish and
Portug!ese sovere 9ns oi the safire matLr.ity
have move.lbeiween 34 bps and 47 bps

tnr9et infation rate,.to not make
i!ncl;manta s-.nsa when the centra bink s
willnq an.lable to d.rploy e{trao.clinary
Frolc e5 to dchieve that nflatjon, noted flark
Ho mari, clrief erecLtve ot TwentyFour Asset

'Tlre market has now woken t]p lo this.
The rairona e for rhose ! tra low y et.ts has
sone ior now.n.lthe m.rket is readllstin!
Where they go to from here s hard ro
forecast. the sho{er term trenct is h sher
and we d. not want to stan.t in the way

Ti:ai escalared quickty: Bund se er3 have tound no resisi.ncE

I DEroyt ta !i. rr 50 .r.y srA d 2oo .a, sM^

iire bigEesi two !!eek rnoye sjnce ihc j_o9Os ior cerman yietcls
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