
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The FTSE 100 has a relatively heavy weighting to mining (basic 

resources; with the ‘headline’ focus on gold and the investor focus 

on copper and other industrial metals) and energy (oil and gas). 

This can be between 25% to 30% at times, and makes watching 

the movements in the underlying shares – and underlying 

commodities – useful at time.   

The charts below show the FTSE 100 and HG Copper and gold 

prices since 2000. The general view would be that as copper 

prices rise (as a proxy for the other industrial metals) or gold 

prices rise (as a proxy for ‘risk preferring sentiment’ and the 

‘headline’ metal that retail investors focus on), the FTSE seems to 

rise as well. This has not been the case over the last few weeks 

though, as HG Copper and gold prices have fallen but the FTSE 

continues to rise.  

The FTSE 100 extended its rally this week and posted new cycle 

highs (from the 2009 trough). The bull run since November 2012 

has accelerated despite Moody’s downgrading the UK’s credit 

rating to Aa1 from Aaa and relatively sluggish economic growth 

outlook. The FTSE 100 daily chart below shows the rapid rise 

since the 2009 ‘credit crunch low’ (an increase of 86%). A 

warning sign for bulls is the 14-day RSi (Relative Strength 

Indicator) which has fallen away from overbought levels and is 

showing signs of ‘bearish divergence’, which in technical terms 

can indicate a downward move. The monthly chart opposite 

highlights the ‘range’ that the FTSE 100 has been in since the 

peak in 1999. A simple line from the 6950 and 6754 peaks 

(which occurred in 1999 and 2007 respectively) comes in near 

650 now, which may be worth keeping in mind.  

 

 

Summary 

 The FTSE 100 posted new cycle highs (since 2009) this week above 6400 

 Investors have not reacted to Moody’s downgrade of the UK’s credit rating to Aa1 from Aaa 

 A relatively soft GBP is helping to bolster shares despite the drag from the fall in metals and oil prices 

 Investors have become used to the view, especially over the last 10 years, that as commodity prices rose 

(such as oil, copper and gold), the FTSE 100 would generally rise as well. This is not happening right now 

 While the FTSE 100 investors could be right (and WTI Crude, HG Copper and gold should be bought) the 

divergence picture in the FTSE 100 14-day RSI cautions excessive optimism in the index  

 

Contact Information:   +44 (0)20 3515 0050     info@boostetp.com          www.boostetp.com 

*    Source: Boost, Bloomberg. The prices used for the returns are primary market closing prices from Oct 18th 2012 to March 07th 2013, and are given in the base currency of each index.  The 
returns may rely in part on back-tested prices prior to the inception of some ETPs.  Past performance and back-tested performance are not indicators of future performance. Back-tested prices are 
those which precede Dec 4th 2012 for ETPs referencing the FTSE 100, Dec 7th for the DAX, Dec 10th for EURO STOXX 50, Russell 1000 or NASDAQ-100, and Dec 17th for the commodities.  
**  Calculated as annualised standard deviation over the past 3 months of daily returns (some of which are based on back-tested prices. 
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While the impact of HG Copper and gold price moves may in the 

‘absolute’ view (big moves in times of crisis or shift in sentiment on a 

short term basis, or long term moves) have an impact on the FTSE 

100, on a day to day trading view, there are other factors in play.  

 

 

The impact of oil prices on the FTSE 100 is similar. The chart below 

shows a casual relationship that on the face of it is pretty compelling 

as the lines do tend to rise and fall together. Here too, the daily return 

data shows that there is a negative correlation at times, and the 

general correlation is too close to zero to be very useful. 
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However, the ‘big picture’ view is important to keep in mind in 

this case as well. It seems that in general WTI Crude oil 

prices and the FTSE 100 track each other up and down, and 

there are very instances on the ‘broader’ view where they 

diverge for any meaningful period of time. This is making the 

last run higher in the FTSE 100 look a bit isolated. This is not 

a ‘valuation’ view as the FTSE 100 can swing away from 

asset prices (much like the DJIA can from gold prices) for 

long periods of time. But this is a ‘directional view’. Namely, 

investors have become used to the view, especially over the 

last 10 years, that as commodity prices rose, the FTSE 100 

would generally rise as well. This is not happening right now, 

and while the FTSE 100 investors could be right (and WTI 

Crude and HG Copper should be bought) the divergence 

picture in the FTSE 100 14-day RSI cautions excessive 

optimism in the index.  

Chart support levels to watch are at 6400 and then 

6260/6200, with further support layered at 6000 ahead of 

5827, the 250-day moving average. At the moment though 

the FTSE 100 is pushing to new cycle highs, and is starting to 

‘stand out a bit’ against the trend moves in the commodity 

markets that are important for many of the index members. 

Investors who believe that the FTSE 100 may fall in line with 

the recent losses in HG Copper, gold and WTI Crude oil may 

wish to consider the Boost FTSE 100 3x Short Daily ETP 

(3UKS) which will offer a leveraged return if the FTSE 100 

does fall. Investors who believe that the recent moves in the 

FTSE 100 are justified and that it will continue to rally may 

consider the Boost FTSE 100 3x Leverage Daily ETP (3UKL) 

which will offer a leveraged return if the FTSE 100 does rally 

further.  A leveraged return is one where the return is 

magnified through the use of leverage so that the investor will 

profit by a greater amount if the correct decision is made.  

However, losses are also magnified accordingly. 

 

 

 

 

 

 

 

 

 

 

 

 

*    Source: Boost, Bloomberg. The prices used for the returns are primary market closing prices from Oct 18th 2012 to March 07th 2013, and are given in the base currency of each index.  The 
returns may rely in part on back-tested prices prior to the inception of some ETPs.  Past performance and back-tested performance are not indicators of future performance. Back-tested prices are 
those which precede Dec 4th 2012 for ETPs referencing the FTSE 100, Dec 7th for the DAX, Dec 10th for EURO STOXX 50, Russell 1000 or NASDAQ-100, and Dec 17th for the commodities.  
**  Calculated as annualised standard deviation over the past 3 months of daily returns (some of which are based on back-tested prices. 
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Disclaimer  
  
This communication has been produced by Gerald Celaya from Redtower Asset Management Limited which is authorised and regulated by the Financial Services 
Authority.  Boost ETP LLP is an appointed representative of Mirabella Financial Services LLP which is authorised and regulated by the Financial Services Authority. Boost 
ETP LLP have appointed Redtower Asset Management Limited to produce third party research and there is no financial incentive for Redtower Asset Management Limited 
to make a recommendation to Boost products.  Therefore, there are no conflicts of interests between Boost ETP LLP and Redtower Asset Management LLP. 
 
Important Notice 
This commentary is for information only and the comments and forecasts are intended to be of a general nature and are current as at the date of issue.  Redtower Research 
and Redtower Asset Management take no responsibility for any individual investment decisions based thereon.  Redtower Asset Management provides this data on the 
understanding that the data is sourced from the public domain or authorised sources, and that while Redtower Asset Management will endeavour to ensure that the 
accuracy of the data in our reports, no responsibility is taken for any errors in the data and no responsibility or liability of any sort is taken for any losses that you or your 
company may incur, either directly or indirectly, through the use of this information.   The source of data within this communication can be sourced directly from Bloomberg 
and Reuters.  Redtower Asset Management is registered in Scotland, registered office: Crystal Valley, Fettercairn, Kincardineshire, Scotland AB30 1DU, registered number 
is SC325065. VAT registration no. 751 6880 11. Redtower Asset Management Limited is authorised and regulated by the Financial Services Authority.  FSA no. 473656. 
 
The products discussed in this document are issued by Boost Issuer PLC (the “Issuer”) in accordance with the Prospectus published on the Central Bank of Ireland’s 
website. The Central Bank of Ireland has certified that the Prospectus of the Issuer has been drawn up in accordance with the Directive 2003/71/EC. The Prospectus has 
been passported from Ireland into the United Kingdom. Please read the Prospectus before you invest in any Exchange Traded Products (“ETPs”).  
 
Boost Issuer PLC, Boost ETP LLP or Mirabella Financial Services LLP is not acting for you in any way in relation to the investment to which this communication relates, or 
providing investment advice to you. The information is not an offer to buy or sell or solicitation of an offer to buy or sell any security or investment. As no recommendations 
can be provided you are advised to seek your own independent legal, investment and tax or other advice as you see fit. 
 
The value of an investment in ETPs may go down as well as up and past performance is not a reliable indicator of future performance. An investment in ETPs is dependent 
on the performance of the underlying index, less costs, but it is not expected to match that performance precisely. ETPs involve numerous risks including among others, 
general market risks relating to the relevant underlying index, credit risks on the provider of index swaps utilised in the ETP, exchange rate risks, interest rate risks, 
inflationary risks, liquidity risks and legal and regulatory risks. An investment in an ETP tracking a daily leveraged or daily short index is intended for financially sophisticated 
investors only who wish to take a short term view on the underlying index. As a consequence, Boost ETP LLP is not promoting or marketing Boost ETPs to Retail Clients. 
However, you may consult your financial advisor if you wish to invest in ETPs. 
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