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Negative interest rates the new scapegoat

Warning we don’t understand how they work

First, they blamed Brexit and its uncertainty, then they pointed a finger at the
Sino-US trade spat and the slowdown in international trade for lousy earnings
at their firms. The new go-to excuse for disappointing quarterly earnings are
negative yields. Today UBS announced a 16 per cent drop in Q3 profits,
including a 59 per cent slump in its investment banking division. “Low and
persistent negative interest rates and expectations of further monetary easing
will adversely affect net interest income” — not forgetting they had earlier
announced interest will be charged on cash savings over 500,000. Over at JP
Morgan Jamie Dimon admitted that negative rates have “adverse
consequences which we do not fully understand”

Also on banking, City AM reports on a study carried out by McKinsey on 1,000
banks globally. They found that 35 per cent of them earned an average 1.6
per cent return on tangible equity and should therefore be classified as
‘challenged banks’. “Given where many in the banking industry are today, a
serious downturn would be catastrophic for many”’; they must restructure,
slash costs and merge.

Nicole Elliott
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IG Index chart

Overbought as we inch up towards last week’s spike high.

SHORT TERM TRADER: Small short at 12625; stop well above 12825.
Target 11880.

POSITION TAKER: Square.

SUPPORT RESISTANCE
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12300 12890
12230 12925
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Marginally top-heavy despite zero momentum as EUR/GBP dips below 86
pence this morning.

SHORT TERM TRADER: Small short at 7140; stop above 7280. Target
7025.

POSITION TAKER: Square.

SUPPORT RESISTANCE
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The commodity channel index is still flashing a warning as the market moves
towards the record high — amid cheers in some sectors that yesterday it
managed a close above the psychological 3000 level.

SHORT TERM TRADER: Square.

POSITION TAKER: Square.

SUPPORT RESISTANCE
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IG Index chart

Holding up better than one might have thought as bullish momentum
increases and Boris attempts to blast his Brexit bill through parliament this
week.

SHORT TERM TRADER: Long at 1.2950; stop below 1.2600. Target
1.3150.

POSITION TAKER: Long at 1.2950; stop below 1.2535. Target 1.3350.

SUPPORT RESISTANCE
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IG Index chart

Bullish momentum has been maintained as we trade close to August’s higher
levels. Note that Thursday is Mario Draghi’s last ECB rate-setting meeting.

SHORT TERM TRADER: Small long at 1.1150; stop below 1.0990. First
target 1.1250.

POSITION TAKER: Square.

SUPPORT RESISTANCE
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IG Index chart

Momentum is marginally bearish and still this market clings to horizontal
support.

SHORT TERM TRADER: Short at 1520; stop above 1535. Target 1440.

POSITION TAKER: Short at 1507; stop above 1560. Target 1440.

SUPPORT RESISTANCE
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Nicole Elliott is a long-standing member and Fellow of the Society of Technical Analysts and
has taken over the IC’s trading coverage. She is regularly interviewed and quoted by the
financial media, is a conference speaker, and author of several books on charting.
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"Financial Times" and "FT" are registered trademarks and service marks of the Financial
Times Limited. All rights reserved. No part of this publication or information contained
within it may be commercially exploited in any way without prior permission in writing from
the editor.

Material (including tips) contained herein is for general information only and is not intended
to be relied upon by individual readers in making (or refraining from making) any specific
investment decision. Appropriate independent advice should be obtained before making any
such decisions. Financial Times Business Limited does not accept any liability for any loss
suffered by any user as a result of any such decision.

Do remember, particularly if you are new to stock market investment, that the prices of
shares and other investments can fall sharply. You may not get back the money you
originally invested. Past performance is not necessarily a guide to the future.

In comparing the investments described in this publication, you should bear in mind that the
nature of such investments and of the returns, risks and charges differ from one investment
to another. Smaller companies with a short track record by their nature tend to be more
risky than larger, well-established companies. The investments and services mentioned in
this publication will not be suitable for all readers. In some cases (for example, but without
limitation, where an investment or service is provided by a party who is not authorised by
the Financial Services Authority) you would not be protected by the investor protection
measures required under the Financial Services and Markets Act 2000: for the sake of
illustration only, you might not be able to claim under the Financial Services Compensation
Scheme.

Provision of the investments or services mentioned on this website may be restricted by law
depending on the jurisdiction in which you are resident, and on what type of investor you
are. If you have any doubts about the suitability or legality of any investment or service, you
should take appropriate professional advice.

The views and recommendations in this publication are based on information from a variety
of sources. Although these are believed to be reliable, we cannot guarantee the accuracy or
completeness of the information herein.

While we require our journalists and editorial staff to comply with the Press Complaints

Commission Code of Practice, you should be aware that they may have interests in
investments and/or providers of services referred to in this publication.
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