
General comment
Late last months, we were caught picking highs on EUR/USD. We had been bullish on the EUR/USD from at least late 
last February and considered that it was time to expect a counter-trend move. We did point to the possibility that EUR/
USD would extend into early July and towards 1.15, yet the move continued a bit higher and a while longer than we had 
expected.  Going forward, we still expect EUR/USD to consolidate some, probably into the 1st Half of August and the 1.13-
1.12 area. This is less aggressive that the projections we had made last time. Yet, it matches quite well the more general 
retracement we expect on risk assets over the next few weeks. Indeed, while Equities, EUR/USD, USD/JPY and Treasury 
yields consolidate to the downside into the 1st Half of August, we would expect Energy and Commodities to make a 
last re-test / sell-off towards their recent lows. This should finish the important retracement period that reflation assets 
have experienced since the Spring. Following that, from mid August, or at the latest, early September, we would expect 
Risk assets and the Euro vs the Dollar to resume their uptrend, probably into H1 2018. At the same time, Energy and 
Commodities should be bottoming out (also between mid August and early September) and we believe this constitutes a 
strategic “Buy the Dips” opportunity for them with large potential into next year.

Equity markets
Volatility VIX is approaching an intermediate Daily low. We would expect 3 to 4 weeks of 

rebound, possibly 1.5 months.

World markets
p 11, 21, 28, 29

The S&P500 is nearing an intermediate top, while the EuroStoxx 600 is eyeing 
another leg down. Generally, we would be prudent on equity markets over the 
next several weeks, possibly into mid August. 

Regional picks The relative performance of Europe and Japan vs the US has recently been 
suffering from the weaker Dollar. Although, we do expect a measured 
consolidation on EUR/USD, its influence should be limited. At the same time, a 
stronger Yen over the next few weeks should weigh on Japanese stocks. 

Emerging markets These markets are at risk of several weeks of consolidation to the downside 
going into August as global equity markets correct some and the Dollar makes 
a slight rebound (vs the Euro especially). Over the next few months, we remain 
constructive on China, yet are also focused on re-entering commodity and 
energy related plays towards end August / early September for a strong rally 
into year-end.

Relative Sectors Cyclical sectors and Financials should retrace some of the early gains they’ve 
achieved since they bounced in June. Following that, from end August / early 
September, we would expect them to confirm their nascent uptrend and start 
outperforming until year end and early 2018.

Profiles/Themes Value vs Growth should align with the sector dynamics above as growth 
outperforms value one last time into August. 
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Interest rates

US rates and Yield curve
p 19, 20, 22

US 10 Year yields have bounced back since early June. Yet, they may retrace once 
more, probably towards late August / early September.  The yield curve spread 
(10Y-3M) should be bottoming out over the next couple of months. Following 
that, we expect it to bounce into year-end. 

Other countries
p 12, 22, 23, 32, 33

Yields and Yield curves in other developed countries are following similar 
dynamics as in the US, yet with a more positive tilt. For example, German 10 
year yields have recently made new highs and we would expect some mild 
retracement into August (no strong sell-off expected) 

Credit High yield has reached intermediate tops and could consolidate mildly into the 
Summer before resuming its uptrend into year-end

Rate Differentials The US yield curve has recently flattened more than elsewhere. Hence, while the 
US vs Eurozone and Japan short term rates differentials (2 years tenures) are still 
holding up, longer term US yields (10 year tenures) are still sliding vs their US 
and Japanese counterparts. They may rebound slighlty into August, yet should 
retrace again into  the Fall.

Tips TIPs are still in a downtrend vs US Treasuries of the same tenure, potentially 
until late August / early September. This reflects continued pressure on inflation 
expectations in the US as reflation assets and commodities finish off their 
retracement from the Spring. 6
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Commodities

Oil
p 26, 27, 28, 29, 31

Oil did bounce from the 3rd week of June into July, yet we would expect one 
last retest into the 1st Half of August before it stabilizes and starts to resume its 
uptrend from late August / early September, possibly into the 1st Half of  next 
year.  

Base metals
p 37, 38, 39, 40, 41

These should also be retracing into August before they resume their uptrend late 
August / early September potentially into early next year

Gold & PMs
p 13, 15, 38, 42

Gold is eyeing a continuation trade into the Summer during the risk-off period 
we expect during August. Previous highs in the higher 1’200s USD/oz should 
offer strong resistance to the upside though. Following that, from late August 
/ early September, Gold should retrace again as reflation assets, inflation 
expectations and most importantly longer term interest rates resume their 
uptrend. Silver should also be bottoming vs Gold around that time, reflecting its 
higher cyclicality.

Agriculture
p 39

Agricultural commodities did also bounce in June, yet they should also be 
retracing into late Summer. In general, these remain weaker than other 
commodity segments into year-end.

Foreign Exchange

Dollar Index The Dollar will probably remain under pressure into later this year. That said it 
may be reaching an intermediate bottom, which could see it consolidate slightly 
to the upside into August 

Euro
p 14

EUR/USD remained strong during July, yet may now be temporarily topping 
out. We would expect it to consolidate slightly into August before it resumes its 
uptrend possibly from mid August into late this year.

Yen
p 14

The Yen is firming against the Dollar and could also do so over the next several 
weeks vs the Euro. Yet, from mid/end August, we would expect it to weaken 
again quite substantially, possibly until year-end.

Sterling
p 43, 44

Sterling extended to new yearly highs in July. Against the Dollar, it now seems to 
be following the Euro up towards year end. As with EUR/USD, we would expect 
GBP/USD to consolidate into August before it resumes is uptrend into the Fall

Commodities currencies
p 33, 34

Oil and Commodity currencies are still retracing from their tops early this year. 
Along with Commodities, they should start to resume their uptrend from late 
August / September, possibly into year-end. 

Asian currencies
p 14

INR, KRW or TWD are weaker yet similar to the Euro vs the US Dollar. They may 
hence consolidate to the downside during August, possibly early September, 
before they resume their uptrend towards year-end.
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