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BARMAC UPDATE
THIS DOCUMENT IS FOR PROFESSIONAL ADVISER USE ONLY AND 
SHOULD NOT BE DISTRIBUTED TO RETAIL CLIENTS
24th June 2011 at 13:39 GMT
Banks enter Stress Zone
With Greek default an almost certainty, despite what politicians might say, we would like to draw attention to the Ftse 350 Bank Index. 

We at Barmac have been banging on about the significance of its poor performance since September 2009. Baring in mind the banks were at the epicentre of the financial crisis, it is logical to assume any sustainable and broad based recovery would require bank participation. However, banks have de-coupled from stock price advances for 21 months now as they have tracked sideways in a clear trading range.

Regular readers will know that we have warned that a downside break of this clearly defined trading range would be a MAJOR negative for the markets as it implies renewed banking stress. This stress would obviously be quickly transferred to the real economy and stock prices.

Well we now have a clear break down out of the two year trading range and we suspect that unless we see a very quick reversal of the current negative trend then equities in general are going to face a very difficult summer. We are aware that such turmoil may prompt the authorities to unleash QE3 and lavish yet more largess upon financial markets than avert the current negative drift BUT nevertheless the banks are signalling a very loud warning. 

The Ftse 250 Mid Cap is also weakening and although still in Barmac “buy” on the weekly signal it has broken the bull trend established at the ’09 lows. This is also a bearish development and we are on heightened alert to the dangers of markets potentially rolling over in to a full bear trend. HOWEVER as mentioned above, this is a political market and despite markets clearly wanting to head lower QE 3 could be announced at almost any time, so we suspect that some wild two-way whipsaw action could be witnessed over the next couple of months.

Tin hat time we think.
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Barclays breaks to new multi month lows
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Lloyds also breaks decisively down with this daily chart accelerating downwards.

If Cleggy boy gets his way we might get some free shares in this lame duck!
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We barely need comment on this chart just look at it. The banks are shot and there will be 
no lending to stimulate the UK economy from this institution.

We bet Alex Salmond is glad his wonderful Scottish economic model is not responsible for this baby
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Even HSBC is weakening under the strain of sovereign default risks
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Lets hope that the above is only a short lived anomaly and not a pre-cursor to a second credit crunch but I think we all know the system is not fixed and that 3 trillion dollars has probably been wasted by the Fed over the last couple of years.
IMPORTANT NOTES


Remember that past performance is not a reliable indicator of future results.  
The value of an investment and any income from it can go down as well as up and may also decrease or increase as a result of changes in exchange rates between currencies.  Current tax levels and reliefs are liable to change. Investors may not get back the full amount originally invested. Performance is not representative of actual returns and does not take into account any charges levied.


Source of data: London Stock Exchange for the FTSE 250 Index.  

This document has been compiled, approved and distributed by Barmac Asset Management Limited. 

This document is provided for information purposes only and does not constitute investment advice or considered as an offer to sell an investment or a solicitation of an offer to buy an investment. 

Whilst all reasonable care has been taken to ensure that the information contained in this document  is true and not misleading at the time of publication, Barmac Asset Management Limited make no representation as to the accuracy or completeness.  No reliance may be placed, for any purpose, on the information and opinions contained therein.  Barmac Asset Management Limited accepts no liability whatsoever for any direct and/or consequential loss arising from use of this document or its content. 

Any forward looking statements contained within this document are based largely on expectation and are subject to a number of risks.  These risks include, but are not limited to, risks and uncertainties associated with economic, political and market factors affecting trading volumes and securities prices.

THIS DOCUMENT IS FOR PROFESSIONAL ADVISER USE ONLY AND 
SHOULD NOT BE DISTRIBUTED TO RETAIL CLIENTS
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