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Market Review 

The second week kicked off with another sell off on most of the major markets with Friday 
finding support at the 38.2 fib level and on the longer term trend lines.  Price action is not too 
far from the 200d and then ultimately the Oct 2014 lows which could potentially be a test for 
us.  The SP-500, Nasdaq and the Dow displayed similar price action.  This week’s price action 
does raise some concern that we might be setting up for a larger correction. 
 

 
Macro and Forex View 

Volatility played a central role in financial markets last week in more ways than one.  Equities 
sold off while the traditional safe-havens; bonds, JPY, Gold and Silver all rallied.  Indeed, the US  
10yr yield ended the week at 1.83% down 15 bps from the previous week.  Amid rising global 
growth concerns with falling oil prices and a deflationary economic backdrop, the World Bank 
cut its 2015 global growth forecast to 3% from 3.4%, primarily citing divergent growth trends 
among high-income economies.  Even as the United States and United Kingdom are 
experiencing an optimistic recovery, the Euro Area and Japan continue to see sluggish economic 
activity.  Meanwhile, China is attempting to carefully manage its slowdown. 
 
Elsewhere, in a move that shocked currency markets, the SNB abandoned its three year old 
floor of 1.20 on the EUR/CHF.  The move caught the market completely unawares and 
essentially left investors grappling to find a price for the CHF.  In spite of the surprise action and 
its myriad unintended consequences, the SNB's rationale for the move seems all too clear.  As 
the EUR/USD has continued its grind lower since May of last year and as the ECB prepares for a 
fresh round of stimulus, the SNB's floor had undoubtedly become untenable given the 
conflicting monetary policies of the two central banks.  As the dust settles next week, the 
market will re-calibrate the CHF and continue to search for a new equilibrium.    
 
The most important event next week by far is the ECB meeting and press conference on 
Thursday, January 22.  The ECB is broadly expected to begin buying Sovereign Bonds in its 
attempt to support the ailing Euro Area economy.  Though the eventuality of full-blown QE 
maybe a foregone conclusion, still up for debate are some of the logistical technicalities of risk 
sharing, etc..  Undoubtedly, QE would have to be sizeable to have an impact.  Whatever the ECB 
decision next week, we will be keeping a close watch on EUR/USD, which extended its decline 
below the 1.15 level last week before managing to close at 1.1567.  With the EUR having lost its 
biggest buyer in the SNB there is likely to be added downside pressure on the pair into the ECB 
meeting.  In case the ECB disappoints and a short covering rally ensues we expect any strength 
is likely to be sold back into as the EUR/USD downtrend remains intact.  To the downside, the 
next technically significant area in play is the 1.1350/70 level. 
 



 

 
Technical Review 

SP-500: SPX traded lower for the second week, finding support on Friday at the 38.2 fib level 
and the 150 day SMA. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 
Trade Review 

$AAON: Seems to be caught in a large channel between $17 and $23. Found support at the 
38.2 fib level from the October 8, 2014 low to high print of December 31, 2014 and support at 
the 55 day SMA.  We could see a test of $23 again. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 
All major indexes closed lower 
for week 2.  Price action was 
lower, however defended at 
key support levels. Noted on 
the SPX chart. 
 

 

 

 
As the market sold off, we 
continued to see a bid on 
GLD, SLV and TLT.  Oil had a 
slight bounce over the several 
sessions last week.  Materials 
and Grains remained under 
downward pressure.  

 

 

 
The majority of the Sovereign 
ETFs continue to trade below 
the 50 day moving average.  
India’s rate cut helped lift the 
price action.  Germany, Italy, 
Philippines, Hong Kong, and 
Switzerland rallied about 3%. 
 



 

 

 
Money flowed into Utilities; 
Real Estate sectors where as 
Technology, Financials and 
Homebuilders were the worst 
performers. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
Disclaimer 
This content is created and authored by Farhnom Capital and is published and provided for 
informational and entertainment purposes only.  None of the information contained on this site 
constitutes a recommendation that any particular security, portfolio of securities, transaction, 
or investment strategy is suitable for any specific person. You understand that the Content 
Creator is not advising, and will not advise you personally concerning the nature, potential, 
value or suitability of any particular security, portfolio of securities, transaction, investment 
strategy or other matter.  


