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Predictions 2011 by analysts of 

ELANA Trading and Saxo Bank  

2010 review and predictions for 2011  

 
І. Global economy recovery   

As expected by ELANA Trading analysts a year ago, the fear of double dip was an illusion and it 
did not happen in 2010. The global economy continues growing due to the enormous monetary 
stimulus, which had also a positive impact on the value of financial assets. China remains the 
world growth engine but rising inflation in Asia is a concern and measures are being 
implemented against it. Europe is also concerned with price pressure while US is not expected 
to increase interest rates by the end of 2011.  

What did we expect in the beginning of 2010? 

The lack of three crucial signs of recovery, i.e. lower unemployment rate, increase of loans and 
investment, has determined the path for the global economy to go through e period of 
deleveraging focusing on debt reduction. This means slowing down the economic growth, 
restricting consumption because of debt repayment and central banks retaining low interest 
rates to encourage the financial system.  

In the beginning of 2011: 

• Unemployment still high  

The developed economies continue suffering of very high unemployment rate, Germany not 
included. Big companies tend not to increase number of employees since their revenues have 
not yet recovered and they are after high profit margins. Small business is still under the 
pressure of crisis. Therefore last year consumption was at slow pace and US embarked on a 
new round of tax stimulus.  

• Lending ceased dropping 

Despite low interest rates in US, lending has been improving slightly. Corporate lending gets off 
the ground but consumes are not eager to get new loans. This will result into delay in real 
estate markets recovery and weak consumption growth. However, business will focus on 
investments and modernization.  

• Inflation is still low but it is a real danger 
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Price increase of food and fuels has a direct impact on the structure of consumers’ spending. 
The inflation danger is still perceived by the central banks as small but in the course of 2011 
markets will adapt and higher interest rates will spray negative effect.  

ELANA Trading analysts on 2011: … A Better Year 

Global economy will enjoy a better year – although consumption will remain low we will see 
more active investing which will be the engine for the economic growth. Consumers in 
developed economies will feel the air of recovery during the year.  

What can we expect: 

• After the strong ending of 2010 (US consumption and GDP growth reported) we can 
expect some slowing down of economy in the middle of the year – consumption and 
growth pace will slow down as well as international trade and corporate earnings.  

• Investing will be more active and will lay the grounds for economic growth. After a long 
period of delay and cost cutting, the developed economies will resume investing.   

• Unemployment rate will go down and consumption in developed economies will revive – 
this will bring the air of recovery to the consumers and they will feel 2011 as a better 
year.  

• US GDP growth will go over 2% in 2011 and it is possible some quarters to reach the 
potential of the economy of 3%. In Europe only Germany has got the capacity to show 
stronger economic growth. However , US will stand ahead of Europe in terms of GDP 
growth.  

• Soaring prices of commodities will affect a wide range of goods but growing income in 
the developed economies will relatively compensate it. Inflation will move up the 
poverty level in the world and will relate to commodities.  

Which are the challenges for economic recovery?  

Debt, inflation and interest rates  
• The enormous state debts will pressure harder when interest rates go up and this 

process has already started. Inflation will force central banks to drain out liquidity and 
will challenge debt markets.  

• Rising interest rates will have a negative impact on the countries in debt and this will 
become tangible mid-year . In 2011 is still early, though, to speak about pressure on 
creditworthiness of the developed countries.  

• There is no worsening in Euro zone or any danger of EMU break-up. Nevertheless, 
markets will remain attentive to any bad news coming from the Euro zone and such will 
not be in deficit.  
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• Countries with high inflation rates such as India and China will strengthen measures to 
cope and restrict it.  

Currency exchange and trade wars 
• Sharp currency appreciation in many countries among which Brazil, Indonesia, Malaysia, 

accumulates impact on external trade and the creditworthiness of the economies.  
• The pressure on China for RMB appreciation will grow so drastic measures in certain 

industries can be expected. China does not have another choice apart from allowing this 
even if risking the business environment getting worse. 

Real estate markets crisis in some countries 
• Investments in real estate in China, Australia and some smaller markets have been 

showing signs of bubbles which seem bigger than 2008.  
• There is a small risk of a China real estate slump but cooling off loans will impact 

consumption, commodity prices and savings in the country.  
 
Saxo Bank analysts on 2011: 

We believe that within this debt deleveraging process that the West is undergoing, a cyclical 
recovery is currently present, which will manifest itself in 2011, at least in some corners of the 
globe. Economic recoveries will consolidate despite continuing deleveraging at consumer level 
but the employment will remain high and inflation low. We look for US economy growth to 
accelerate in 2011 and end the year with GDP growth of 2.7 percent.  

 

ІІ. Bulgaria – macroeconomic snapshot   
 
How 2010 will be remembered?  

Q2 of 2010 was the turning point for the Bulgarian economy since that was the start of exiting 
the crisis. The engine of recovery was the change in external trade since exports grew stronger 
than import. Consumption was shrinking 9 months in the year and the pace of investment 
reduction was slowing down. The recovery of export industries was due to more expensive 
commodities and growth of global industry.  

Inflation in Bulgaria registered stable increase due to a few goods (end of 2010 – inflation of 
4.5%). Inflation pressure coming from commodity prices was not entirely transferred to retail 
prices because consumption has been shrinking and households have not been getting any 
improvement of income.  Unemployment rate did not go up sharply because it does not reflect 
all the trends on the labour market.   

Expectations for 2011: 

• GDP will show balanced growth – investments are not going to expand sufficiently as in 
2007 – 2008 construction boom. Exports keeps a leading role in generating growth but 
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the pace will slow down in the second half of the year. 2-3% growth rate of GDP is 
expected thanks to resuming consumption and investment.   

• Durable goods consumption will continue to be restricted because of the low demand of 
loans.  Property market will not show any signs of recovery in terms of deals and price 
increase.  

• Inflation will play a key role in consumption habits because it will cover a wider range of 
goods and services reaching about 6%. Imported goods will also show a slow price 
increase. Inflation will force companies to increase pay but this will not compensate the 
price pressure.  

• Equipment purchases by Bulgarian companies will grow along with growth of corporate 
lending. This will support investment figures on annual basis and growth will e 
registered.  

• Import maintains stable pace of soaring while net export will become negative due to 
the growing investment and consumption recovery.   

• The top performers of the year will come from machinery and mining industries because 
of commodities getting expensive and successful export.  

ELANA Trading analysts on 2011: A better year for the Bulgarian economy as well  
We believe Bulgaria will have balanced economic growth in 2011 of 2-3% and export will 
continue to be its main generator. Growth of corporate lending will contribute to a slight 
increase of investments. Despite the expected rise of inflation during the year there will be a 
slow recovery of consumption and investments. However consumers will still not be able to feel 
actual recovery in 2011.  

 

ІІІ. USD /EUR   

What happened in 2010? 

ELANA Trading analysts predicted last year 1.30 EUR/USD at the end of 2010. In the end of H1 
2010 they revised the forecast to 1.20 EUR/USD.   The year wrapped up with 1.34 EUR/USD.  

Which factors dominated the currencies’ performance in H2 2010?  

• Fed started a new Quantitative Easing program in order to “inject” liquidity in the bank 
system and to stir environment for more expensive financial assets. However , the 
injected money does not go directly into the economy and actually the money supply is 
low maintaining recession levels. Investors perceived Fed measures as money printing 
which brought USD downside.  The buyout in the end of 2010 was not significant so 
ELANA Trading analysts believe that USD sellouts are due to speculative trading and 
bring imbalance to the market.   
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• The measures for financial stabilization of Greece and Ireland managed to save the two 
countries from bankruptcy. Investors ignored the long-term negative impact on the 
economic growth in the region.  

• The cheap EUR in H1 2010 improved German exports to countries outside the euro 
zone. In addition, considerable investments in emerging markets contributed to the 
German growth.  

ELANA Trading analysts on 2011: US Dollar sustains economic advantage  
US advantages in generating stronger than Europe economic growth will back up USD while 
EUR will be pressured by each bad news related to the Euro zone.  We expect EUR/USD 
maintaining dynamics throughout the year and our forecast for end 2011 is 1.20 
EUR/USD.  

Forecast reasoning:  

Stronger US economic growth 
• US economic growth will be stronger than EU where euro zone will suffer from budget 

cuts and debt reduction. US economy news has been already priced in by the markets, 
yet EUR will be pressured at each and every news on instability of the Euro zone.  

Change in interest rates differential  
• Interest rates will start changing and will support US investment by the end of the year 

– 10-year US treasury notes will bring better return.  Currently, ECB is inclined to drain 
extra liquidity in order to overcome inflation risks and these actions back up the euro. 
However if interest rates go up, EUR will be shortly on the upside since the effect will be 
rather negative.  

Closing carry trades 
• We expected the process to start last year but fears of double dip and Fed quantitative 

easing delayed it.  Change of monetary policy will be an issue during the year and it 
would have an impact on currency rates – the USD crosses with currencies of countries 
with lower interest rates such as Japan and Switzerland.  

Saxo Bank analysts on 2011: The US dollar is undervalued in our eyes as the “Everything up 
versus the US dollar-trade” dominated proceedings in 2010 and simply on a partial unwind of 
that trade, the US dollar could see a recovery in 2011. It appears it may be a win-win year for 
the USD, despite the awaful long-term implications of fiscally imprudent moves like the budget-
shredding Obama/Republican tax deal. Our forecast for end 2011 is 1.14 EUR/USD.  
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Trading ideas by ELANA Trading: 

• Sell EUR/USD; 
• Buy USD/JPY; 
• Buy ETF – UUP (PowerShares DB US Dollar Index Bullish)  
• Invest in USD assets without hedging the currency risk. 

 

ІV. GOLD 

What happened in 2010? 

Last year ELANA Trading made a forecast for gold price of USD 950 in the end 2010 and 
subsequently (end of H1) revised their expectations to USD 1100. The forecast was made with 
a presumption that investors’ risk appetite would improve by the end of the year and they 
would move funds from gold to riskier assets when no double dip happens in US.  The latest 
gold rally was driven by Fed buyout of treasury notes which meant to sustain low interest rates 
on loans and mortgages. The price gained easy USD 200 just for a few months while it was 
clear that economy needed more support after stimulus ran out.  On the other hand, central 
banks became net buyers of gold for the first time in 20 years – especially the emerging 
markets ones like in India and China.  Gold price in the end of 2010 was USD 1410.  

Which factors dominated on gold in H2 2010?  

• USD on the downside after Fed buyout: USD went down and that backed the price of 
commodities. Interest to gold grew both from speculative traders and long-term 
investors.  

• Asset diversification by Asian central banks – they purchased all IMF gold offered. 
However , they were not active on secondary market.  

• A need for security after the sharp stock market drop in May 2010 and fears of double 
dip in US.  

ELANA Trading analysts on 2011: More risks than more profits  

Gold will continue on the upside in 2011 since investors attention will not fade. However the 
risk of possible drop and price correction is there. If interest rates go up and economic recovery 
is fully expected on the way, then investors will prefer riskier assets. Our forecast for end 
2011 is USD 1300 per troy ounce. 

Forecast reasoning:  

Risk of Profit Taking  
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• Investments in precious metals represent 76% of all commodity investments. Too much 
attention to the gold generates the risk of correction after 10 years in a row on the upside. 
Precious metals are the most crowded place for investment nowadays - the market price is 
double the production costs.   In 2011 gold extraction is expected to grow globally so the 
high price will make the population in many countries to sell.  

 
Concluding the process of reduction of hedge positions by gold producers  
• The hedge positions of gold producers were meant to ensure them against loss.  The last 10 

years witnessed a change in the manner of hedging by the producers. In the past they used 
to hold significant short positions on futures and guaranteed profits when gold went on the 
downside. Lately they were slowly turning into net buyers on the market. The production 
price of a troy ounce of gold is about USD on the average, i.e. USD 800 lower than the 
current market price. This secures profits for them without any hedging.  This new situation 
will influence the capacity of gold for growth in 2011. It is a warning to investors because 
commodity trading is volatile and production cost can go closer to the market price – as it 
already happened with oil and agricultural commodities in the end of 2008.  

 
Inflation and monetary policy  
• The US monetary policy is the main reason for gold profits in 2010 although US economy 

did not experience the double dip. Gold is currently considered a safe haven from any risk 
rather than an exit when inflation comes. So investors might react infaviourably when the 
signs of inflation appear along with the higher interest rates.  

 
Demand from investors and central banks 
• This factor is crucial to bringing gold price up. Asia central banks turned into considerable 

buyers for the first time in years and purchased all the quantities offered by IMF . Most likely 
investment interest will be sustained in 2011.  

 

Saxo Bank analysts on 2011:  

The factors that drove gold to a new all time nominal high in 2010 look set to continue and a 
positive return for the 11th year in a row can be expected. Central Banks became net buyers of 
gold for the first time in two decades in 2010, especially those in emerging economies such as 
China and India. At the same time, mining companies have stopped forward selling their 
production. Investments in gold have become much easier for retail investors to access over 
the last couple of years, so much so that total holdings of gold by exchange traded funds 
stands above 2,000 tons, more than twice the amount in China’s national gold reserves. 
We believe that gold still has some way to go and see a potential for reaching USD 
1600 per troy ounce in 2011.   
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Trading ideas by ELANA Trading: 

Buy ETF with gold mining shares after a short-term fall of precious metals share price – those 
ETFs performed better than gold last year but share prices are overvalued with a potential to 
correct.   

 

V. OIL  

What happened in 2010? 

Last year ELANA Trading analysts predicted volatile 2010 for oil and USD 80 per barrel in the 
end of the year . In 2010 oil price had sharp drops and peaks in the range of USD 65 – USD 90 
so the average price for the year was USD 80.  The sharp rise in the end of 2010 to USD 91 
was a result of Fed quantitative easing which intensified speculations. In addition, there was 
the accident in Gulf of Mexico which reduced oil production in USA.    

Which factors dominated oil price in H2 2010?  

• Double dip appeared to be an illusion and oil demand in H2 went up, especially in 
emerging markets. Avoiding double dip motivated a growing oil demand.  

• Fed buyout brought the euro up and intensified commodity speculations due to 
expectations for a rise on the stock markets. 

• Open interest in WTI crude oil futures by speculators dominated and surpassed previous 
peak levels. 

• The drilling ban in Gulf of Mexico following the BP accident in April 2010 caused 
reduction of US oil production, which drove oil price up.   

ELANA Trading analysts on 2011: Increased demand and oil price dynamics  
Growing demand trend will evolve in 2011 as well as oil price dynamics will continue. There are 
some possibilities for price correction due to stocks drop or China’s efforts for cooling off 
economy. Our forecast for end 2011 is oil price of USD 100 per barrel.   

Forecast reasoning:  

Demand and supply 
• Global economy recovery led to growing demand of oil. In the end of 2010 there was a 

temporary shortage but OPEC countries gradually increased production. This process will 
continue and will lead to USD 100 for crude oil.  

 
Risk of price correction 
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• Oil price and also other commodities will remain dynamic. Oil price will reflect any usual 
stock market correction.  Interest rates increase in China and cooling off real estate 
market would stir a temporary dip in oil prices.  

 

Saxo Bank analysts on 2011:   

Towards the end of 2010 global inventories of energy began to shrink fast. This helped WTI 
crude oil rise towards levels not seen during the previous two years and this is the main reason 
for raising the price estimates for 2011. Improved economic indicators from the U.S., the world 
largest oil consumer , have been an important catalyst for this move. With global oil demand 
expected to mirror the record from 2010 we see the potential for WTI crude trading in a 
range between USD 80 and USD 100 during 2011 with the outside chance of overshooting 
through USD 100 before correcting. OPEC, with a spare capacity of 6 mln barrels per day, has 
indicated that USD 90 is the top of their comfort zone with any sustained move above likely to 
trigger a response.  

 

Trading ideas by ELANA Trading: 

• Buy ETF IXC;  

• Oil CFD trading in the range of USD 75 – USD 100 

 
VІ. US STOCK MARKET 

What happened in 2010? 

Last year ELANA Trading analysts made a forecast for positive developments on the US stock 
market based on the assumptions that economy will prove no double dip is happening and US 
companies would be showing improved earnings. The analysts specifically selected as profitable 
for stocks H2 2010. The forecast for S&P in end 2010 was 1200 points. For the period of June – 
December 2010 US stocks brought 20% return and S&P wrapped up the year at 1250 points.  

Which factors dominated US stock market in H2 2010?  

• Considerable improvement of US companies earnings due to the US economic growth.  
This is the solid fundamental of the US stock market which in mid-2010 was 
contemplating the possibility for double dip. The cost cuts resulted in excellent profit 
margins although they are still slow on recovering revenue.  
 

• Fed measures provoked investments and speculative stock trading. Any bad news for 
the US market in H2 was not perceived with a negative reaction because everybody was 
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expecting the quantitative easing and Fed buyout. Therefore the ground was laid for a 
temporary price correction in the beginning of 2011.   

ELANA Trading analysts on 2011: Profits growth  

We expect 2011 to be a good year for profiting from US stock market – it has laid a solid 
fundamental and US companies are growing successfully. Drops in the market during the year 
will be short-term presenting excellent opportunities for investors. Possible temporary price 
corrections – in Q1 and during the summer . Our target for S&P 500 in end 2011 is 1400 
points.  

Forecast reasoning:  

Economic growth and favourable interest rates  
• Interest rates will be low in 2011 and that will support investments in various financial 

assets. Economic growth and improving profit margins of the companies will be the main 
drivers of attracting investors to stocks of developed countries.  

US stocks are not overvalued  
• US stock market is trading at a fair value so stocks will rise following the expansion of the 

economy and improved earnings. It is expected that about 10-15% will be the earnings 
growth of the business in 2011 and US indices will reflect it.  We do not expect considerable 
increase of average Р/Е of S&P 500, even if risks for the global economy are fading away. 
Companies’ profit margins have grown at maximum due to costs cuts so further growth can 
be expected coming from revenue rise.  

Asia and South America continue backing US exports   
• Industrial goods in U.S. are mainly backed by exports to fastest growing economies. The 

stocks of the large companies at Wall Street represent global corporations with market 
exposure in the most attractive economies of the world. 

Saxo Bank analysts on 2011:   

The macroeconomic background for earnings development in the U.S. is supportive. The cost of 
borrowing money is very low – the Fed Funds rate is virtually zero and we do not expect any 
change to the rate in 2011. Our inflation expectations are also low as we forecast headline 
inflation to average 1.4%. And finally GDP growth is expected to grow by 2.7% year-over-year. 
In total this is a supportive macroeconomic environment for equities. Our year-end 
forecast for S&P 500 is 1420, a 13+% return for the year. If we decompose it, two-thirds 
come from earnings growth and one-third originates from P/E expansion.   

 

Trading ideas by ELANA Trading: 
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• Buy stocks or derivatives based on indices during 10-15% correction of the stock 
market in the beginning and in the middle of the year;  

• Stock picking of big companies with low P/E and high income from dividends.  

 

VІІ. BULGARIAN STOCK EXCHANGE  

What happened in 2010? 

Last year ELANA Trading analysts pointed out that the Bulgarian stock market low liquidity will 
be a burden for stocks prices to rise while poor performance of local stocks is not likely to 
attract new capital.  As we expected in the end of July there was a short-term period of some 
growth which had to lead SOFIX to the level of 450 points in the end of 2010. The main 
negative factor for the local stocks performance was the extraordinary situation in the autumn 
of 2010 when the Bulgarian government announced intentions to nationalize the assets of 
pension funds that are crucial local institutional investors on the Bulgarian stock exchange. The 
fear of consequences for the local stock market brought the prices to their lows. Therefore 
SOFIX wrapped up 2010 at 362 points and the market ended minus 14% on year-over-year 
basis.  

ELANA Trading analysts on 2011: Slow rebound of confidence  

We believe 2011 will face a slow process of individual investors returning back to the stock 
market based on resuming confidence in local companies that show better earnings. We 
expect BSE to show 25% growth in end-2011. Naturally, the forecast is valid if no 
extraordinary circumstances from political context surprise the market.  

Forecast reasoning:  

• Low trading volumes of BSE blue chips are the burden to international investors being 
active on the local market. They do not want to acquire share blocks because they can’t 
sell out fast when needed.  International investors will be attracted to BSE when a 
double than current turnover is in place.  

• Reduction of deposit interest rates will encourage the demand of risky assets and will 
bring inflows in local mutual funds or in stocks. Economic recovery of Bulgaria will 
resume the confidence in local companies while they report improved earnings.  

• Bulgarian investors will dominate the Bulgarian stock exchange in 2011.  They will 
target investments into stocks of banks and small cap companies that show attractive 
P/E ratios. Those small cap companies will report better performance than other since 
their shares can react strongly during the current limited demand.   



 

 

This document does not represent any recommendation for buy & sell of securities.   

12 

 

• Real estate investment trusts will continue with undervalued stocks due to lack of trust 
by investors and because there are no signs of recovery for the real estate market. 

 

Trading ideas by ELANA Trading: 

• Portfolio diversification – including small cap companies with excellent earnings results. 
Share – 30% - 50% of the total portfolio depending on the risk profile.  

• Avoiding companies with considerable debt to banks without having made any 
investments in the last years.  

• Buy shares of companies at capital increase – but only based on a detailed analysis of 
the cash flow. High dividend and a discount of the market value do not guarantee a 
good investment. Such stocks will be pressured in the beginning due to the initial public 
offering.  
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