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Synopsis:

The Q2 Capesize futures have found resistance on the weekly 50% retracement level on the
rolling front quarter chart. The daily technical has produced a bullish hidden divergence that
has resulted in the futures rallying USD 1,150 from the low on the 13/1/21.

The Elliott wave has seen an upside move consisting of three waves, two of which are equi-
distant that have failed at a 50% Fibonacci resistance. A deep pullback and a wave 1 and
wave 4 overlap would suggest the upside move is more likely to be a 3 wave pattern rather
then 5. This means the upside move could potentially be a bearish Gartley pattern. Howev-
er, price has not traded below the base of the wave three, leaving the technical open to the
possibility of further upside moves.

From a seasonality perspective the futures look to be running out of time before it enters
into a corrective phase, this is based on the 3 and 5 year average values. The downside cor-
rective phase usually lasts about 8 weeks. The fundamental, based on Chinese demand from
steel, would suggest the pullback may not be as deep as we have seen previously.

With the futures failing at a key resistance levels and the seasonality chart implying we
could see a weakening in prices, it would question the validity of the Elliott wave being bull-
ish. The technical would suggest that upside moves have the potential to be limited at this
point.

It is important to note that part of this technical is based on the Elliott wave theory (Theory,
not fact). As the futures have not yet made a lower low, there is always the possibility of a
further test to the upside, targeting USD 14,625—USD 14,928. If we do still see a bullish
impulse move it still has the potential to be only short lived based on it being a 5th and final
wave of the Elliott wave phase and the potentially bearish seasonality.

The information provided in this communication is not intended for retail clients. It is general in nature only and does not constitute advice or an offer to sell, or the solicitation of
an offer to purchase any swap or other financial instruments, nor constitute any recommendation on our part. The information has been prepared without considering your
investment objectives, financial situation, or knowledge and experience. This material is not a research report and is not intended as such. FIS is not responsible for any trading
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Capesize Q2 Weekly Rolling Front Quarter

25000

18.64(18723.95) 2%

61.8%(16361.70) |
50.0%(14702.50)} 15000

) 13326.04
38.2%(10596.44)

61.8%(9479.66) - 10000

s Price (tellin i) 1332600
High on 09/06/19 27290.00

+ Average 15273.72
L Low on 03/27/20 6060.00
MEMAVG (8) on Close  12037.40
MEMAVG (21) on Close  12149.99
—_———

N BFFATCIQ
9 Slow %K(12,3) 890186

7 I

[IRSI (1) on Close (BFFATC10) soaaue]fmo

Wslow $0(3)- 81.7636

Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun i
Resistance Current Price
S1 11,808 ([R1 14,702
S2 11,019 |R2 16,361 13,328 RSI above 50 Stochastic overbought
S3 10,229 |[R3 18,723

Synopsis - Intraday Source Bloomberg

. Price is above the 8 —21 period EMA’s

. RSl is at 50 (50.90)

J Stochastic is overbought

J The weekly rolling front quarter futures Q2 are above short and medium term EMA’s with the futures failing below the
50% retracement ,at USD 14,702. Note; the steep drop is caused by the futures roll.

J The RSl is at 50 meaning it is regarded as neutral, the stochastic is in overbought territory. Momentum is vulnerable to
a test to the downside, unless we see a significant move higher in the RSI

J Downside moves on the weekly chart that close below the USD 12,444 level would warn we could be entering a correc-
tive phase. Likewise, a close above the USD 14,366 level would be considered as technically bullish, though this would
be into Fibonacci resistance with momentum at overbought levels
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Capesize Q2 Daily Rolling Front Quarter
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Synopsis - Intraday ource Bloomberg

J RSl is above 50 (62)

. Stochastic is above 50

° Price is between/above the 8 =21 period EMA’s

J The daily chart is using blended data to create what is known as a Heiken Ashi candle, as the Baltic data uses close only.
The Heiken Ashi gives us a clearer picture of the near-term Fractal support and resistance (USD 12,444—USD 14,366).

J Both the daily RSl and stochastic are above 50 in bullish territory. Note the pullback in the RSI is moving faster than the

pullback in price. This is known as a bullish hidden divergence, it is not a buy signal but it is warning that we continue to
have underlying strength in the market

J Downside moves that trade below the USD 12,444 level would break Fractal support and imply we have the potential
to test the USD 11,808 Fibonacci support. Likewise, if we trade above the USD 14,366 level then the near-term upside
target is the weekly 50% retracement level at USD 14,702

J The trend remains technically bullish with a hidden divergence warning the pullback could be corrective rather than
bearish
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Capesize Q2 21 (Intraday)
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Source Bloomberg
Synopsis - Intraday

J Price is between the 8-21 period EMA
J RSl is above 50 (51)

J Stochastic is overbought

J The intraday candle chart is FIS data, using candlestick charts. The 8 —21 period EMA’s indicate a lack of trend with
price below the USD 13,441 daily pivot point

J We have highlighted a potentially bullish intraday Elliott wave cycle, however there are some inconsistencies that need

to be highlighted. If bullish the wave cycle, it should consist of 5 waves, 3 of which would be impulse waves (up). If this
is a longer term corrective wave ,then it should only consist of 3 waves, 2 of which would be impulse.

J Waves 1 and 3 are virtually equidistant (wave 3 is slightly longer, which does fit bullish impulse as wave 3 are normally
longer than wave one). However, the equidistant upside move has failed at the 50% retracement level on the weekly
rolling quarter, warning that the move is potentially a 3 wave corrective. The wave 4 pullback is also deep meaning the
technical phase is neutral/bullish, rather than bullish. Downside moves below USD 12,200 would be considered as bear-
ish. We also see waves 4 and waves 1 overlapping. Elliott had this as corrective rather than impulse and was one of his
5 foundation rules. However in more recent times a wave overlap is accepted.
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Q2 Seasonality
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Synopsis - Intraday Source Bloomberg

J The chart above gives us the 3 and 5 year average values for the Capesize futures

o The solid line represents the current market value for the Q2 futures based on the close on the
18/1/21. Above the 5 year but below the 3 year

J Note; the seasonality shape for the futures as we approach the end of January weakens consid-
erably.
J If the upside move is a bullish impulse wave 5, then it’s time factor could be short and the

move limited

o This seasonality chart is warning that the market could enter a bearish phase soon that histori-
cally lasts about 8 weeks.
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