Monday 18 January 2010

The theme of American $ weakness, which was so powerful a
thematic determinant last year, continued last week,
the Bank of England $ index falling by just over 1% on the week

from 82.7 to 81.8, its chart shown below:
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The fractional gain in Friday's session is

being eroded at the time of writing.

We have throughout questioned the quality and sustainability of last

month's $ rally and recent action adds weight to the continuing bearish view.



Surprisingly, in light of the quantum of last week's $ falll,
little change took place in the themes of Emerging Market /

resource - relateds strength:

Though the global Mines component of those themes continues

to act well, which is what we expect to continue:
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And, despite some weakness in the crude price,
the American Oil - Services sector, which so often anticipates
change in the crude price, continues to act well, helping to add

weight to the continuing long - held bullish view of the crude price.
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As will be recalled, strength in the Oil - Service sector when the crude price
began to come under some pressure in the opening fortnight of December

was an important contributing factor to the continuing bullish - oil view.

And the same is happening now



Elsewhere, a slightly weaker trend across the main equity centres
in Friday's sessions, and now selling pressure

picking up appreciably in the two centres below:
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Total U.K. Equities.
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In Friday's weaker American session, minus just over S&P 1% (despite a late rally),

leadership on the downside lay in familiar areas,

Industrial Engineering minus 2%, Banks minus a little over 2.5%.

We have questioned the quality and sustainability of the

American Financials - related rally since the opening fortnight

of last month and we continue to do so.

Note that the Investment Services sector has now nearly negated all of that rally:
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Its two largest components are shown below:
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Morgan Stanley



And, not as developed, but a similar phenomenon in the more

mainstream - related areas of the Financials, and note Friday's volume:
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J.P. Morgan Chase.



The parallel and long - held theme of weakness in prospect
in the American consumer confidence - relateds also

continues very much in focus, an example below:
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In Friday's weaker U.K. session, these same themes of continuing
weakness in the financial - / consumer confidence - related areas
found expression in the following, weak action / new lows / both / -

endless examples could be adduced, a small sample below:
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Man Group - real time.
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British Land.
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Marks and Spencer.
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And, at the other end of the consumer - related spectrum,

an old sell idea continues to act extremely weakly:
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All very much in line with the script.



P.S.
As readers of this note are aware, we generally restrict ourselves to the

American and U.K. equity markets.

We can also apply the same methodology to other areas,
commodities, currencies etc. - and, in fact, the investment themes developed here
in the last four years or so have been almost completely based on the
views we have taken on the American $, mostly through that four year period bearish,

the one exception being the massive upside breakout of August 2008, shown below:

BOEUSAS$ 18110

JFMAMUJ JASONDUJFMAMUJJASONDJ
— US$INDEX1990=100 (BOE) - TRADEWEIGHTED

Source: Thomson Datastream

Bank of England $ index.

(The period immediately post the August 2008 $ breakout was hugely exciting -
between then and the reassertion of $ weakness which made its

presence felt in January last year, the global Mines halved, the crude price divided by three.)



Our methodology has always been capable of application

to the main European equity centres.

We now have the authorisations to deal in institutional size in stocks throughout Europe.

Our dealers are named below.

Dealing Desk
STX 77331
Chris Coleman +44 207 375 9021
Steve Asfour +44 207 375 9020



Any institution is welcome, encouraged in fact,

to seek technical views on any European stock.

We would definitely start be recommending a sale of this one:
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Richard Crossley +44 207 375 9063
mobile +44 7712 668 128
richard.crossley@merchantsecurities.co.uk
mercantalyst@merchantsecurities.co.uk

John Coulson +44 207 375 9030
john.coulson@merchantsecurities.co.uk

Richard Bayley +44 207 375 9031
richard.bayley@merchantsecurities.co.uk

Dealing Desk

STX 77331

Chris Coleman +44 207 375 9021
Steve Asfour +44 207 375 9020




Disclaimers

General risks

Past performance is not a guarantee of future performance. Investments may go down in value as well as up and
you may not get back the full amount invested. Equities are high-risk investments if bought separately and the
downside risk to your investment could be significant. A well diversified equity portfolio with 25 holdings or more is
regarded as medium risk.

Disclaimers

This report has been issued by Merchant John East Securities Limited (“Merchant John East”) and has been
forwarded to you solely for your information and should not be considered as an offer to sell, buy or subscribe

to any securities or any derivative instrument or any other rights pertaining thereto (“financial instruments”).

This report may not be reproduced without the consent of Merchant John East.

The information and opinions expressed in this report have been compiled from sources believed to be reliable,
but neither Merchant John East, nor any of its directors, officers, or employees accepts liability from any loss
arising from the use hereof or makes any representations as to its accuracy and completeness. Any opinions,
forecasts or estimates herein constitute a judgment as at the date of this report. There can be no assurance that
future results or events will be consistent with any such opinions, forecasts or estimates. No representation or
warranty, express or implied is made regarding future performance. This information is subject to change without
notice, its accuracy is not guaranteed, it may be incomplete or condensed and it may not contain all material
information concerning the company or its subsidiaries. Merchant John East is not agreeing to nor is it required to
update the opinions, forecasts or estimates contained therein.

This report does not have regard to the financial situation and the particular needs of any specific person who
may receive this report. Investors should seek financial advice regarding the appropriateness of investing in any
securities, financial instrument or investment strategies discussed in this report.

Merchant John East (or its directors, officers or employees) may, to the extent permitted by law, own or have a
position in the securities or financial instruments (including derivative instruments or any other rights pertaining
thereto) of any company or related company referred to herein, and may add to or dispose of any such position in
such securities or financial derivatives.

Merchant John East may have issued other reports that are inconsistent with, and reach different conclusions
from, the information presented in this report. Those reports reflect the different assumptions, views and analytical
methods of the analysts or other persons who prepared them.

For further information on the policy of Merchant John East regarding potential conflicts of interest in the context
investment research, please read our explanatory document: “Research and Conflicts Management Policy”
available on our website at:  www.merchantjohneast.com

The securities or financial instruments described herein may not have been registered under the US Securities
Act 1993, and may not be offered or sold in the United States of America or to US persons unless they have been
registered under such Act, or except in compliance with an exemption from the registration requirements or such
Act. The distribution of this document in other jurisdictions may be prohibited by rules, regulations and/or laws of
such jurisdiction. Any failure to comply with such restrictions may constitute a violation of United States securities
laws or the laws of any other such jurisdiction.

This document is confidential for the information of the addressee only and may not be reproduced in whole or in
part, copies circulated, or disclosed to another party, without the prior consent of Merchant John East or one of its
subsidiaries or affiliates.

This document has been approved by Merchant John East Securties Ltd of John Stow House, 18 Bevis Marks, London

EC3A 7JB. Merchant John East Securities Limited is Authorised and Regulated by the Financial Services Authority,
whose address is: 25 The North Colonnade, Canary Wharf, London E14 5HS.




