
 

 

 

Predictions 2011 by analysts of 

ELANA Trading and Saxo Bank 

 

Forecasts for 2011 – Review of the first half and perspectives of the 2 nd 
half of the year 

(Confirmation or revision of the annual predictions) 

 

І. Global Economy Recovery 

In their annual predictions, the analysts of ELANA Trading and Saxo Bank predicted a 
positive start of the year and had expectations of a slowdown of the global economy in 
the middle of the year . Available data already confirms that while unemployment in the 
US has initiated a slow increase. Fears of a new recession or , even, a Crisis 2.0 scenario 
started circulating around the world after the printing of money, known as QE2, by the 
Fed did nothing to boost the economic growth. Investors feel uncertain due to the steady 
expansion of the sovereign-debt crisis, centre of which is Greece followed, though, by the 
woes of Portugal, Ireland, Italy and the “debt ceiling” set in the USA. 

In the middle of the year , the analysts of ELANA Trading confirm their forecasts for a 
slowed growth in the global economy while still supporting the belief that the concerns 
for a second recession are groundless, although uncertainty will continue to prevail until 
the end of 2011. At the same time, analysts from the trading advisory team in Saxo Bank 
also indicate that the problem with the “debt ceiling” in the USA and the Euro-area 
concern imply a difficult second half but don’t, yet, expect a second recession in the 
foreseeable future. According to them, the year will remain volatile until its end without 
any extreme scenarios for the economies of the developed countries. 

Events from the first half of the year – factors for the global economy development until 
the end of the year: 

• The end of QE2 – The Federal Reserve in the US did not initiate an interest rate 
raise but, at the same time, did come up with new measures for injecting liquidity 
in the financial system of the country. The US economy ended the first half with a 
slowdown in growth. 

• The crisis in Greece – the debt problems of the country have been extended 
with the financial support of Europe. The country cannot continue to finance its 
budget deficit and at the same time repay its obligations which are about to 
mature. Initially, the markets reacted moderately to the evens in the country but 
are now gradually losing trust in the ability of the troubled governments to cover 
their debts and stimulate growth through government spending. 



 

• World debt issues – in addition to the countries with obvious problems such as 
Greece, Portugal and Ireland, should well be added Italy and the USA. The 
markets are worried about the expansion of the debt crisis. The most crucial issue 
at the moment is the debt ceiling set in the US which could lead to a downgrade 
in the country’s credit rating; 

• The earthquake in Japan and the radiation of Fukushima 1 – the 
destructions are estimated at hundreds of billions but the additional economic 
impact from the cease in activities of many companies will be quite significant. 
The limited consumption of electricity and the collapse of the supply chain 
worsened and globalized the crisis in Japan. The short-term effects of construction 
expenditures for the recovery is usually positive; 

• Revolutions in the Arab World – the impact on the oil price did not last long 
but its increase will influence the expense on a global scale. The more expensive 
fuels slow down consumption and increase the risk of inflation, which on the other 
hand induces central banks to raise interest rates. 

ELANA Trading analysts about the 2nd half of 2011: 
 
2011 seems to be the year of speculators 

The global economy will continue its slow recovery while the investors’ uncertainty 
arising from the growing debt crisis and the expectations of a new liquidity injection from 
the Federal Reserve, will create preconditions for more volatility. This year will be the 
most suitable for speculators in the financial markets. It would make sense for long-term 
investors to consider restructuring of their investment portfolios through adding assets 
with short-term goals in order to benefit from the current situation. There are no ample 
reasons to believe a second recession will occur by year-end. Although the debt crisis 
worries investors, the bond markets don’t yet indicate possibilities of sovereign defaults, 
except for Greece. Yields of government securities, though, will gradually increase and 
will thus reflect risk of indebtedness of some countries while at the same time, 
government expenditures will substantially decrease. Those factors will slow the pace of 
the economic growth in the near future. 

The global economy cannot accelerate its growth rate due to the following factors: 
 

• The programs for pouring liquidity in the financial system could not boost lending 
but lead to price appreciation in certain assets and inflation risk. Thus, possibilities 
for new stimulus contributions, if needed, were reduced. 
 

• Banks are reluctant to finance projects of small enterprises without valuable 
assets as collateral but target multinational corporations or investments on the 
financial markets. Thus, employment in developed countries cannot be increased 
while economic growth would hardly be driven. 
 

• Many countries raise interest rates in order to reduce the credit issues and calm 
inflation. Among all, China’s policies are becoming more restrictive. This will 
definitely affect consumption and investments’ growth due to raising costs of 
paying off debts. 

 
 



 

 
 

Saxo Bank analysts about the 2nd half of 2011: 
 
Economy slowdown and a volatile second half of the year – this is the confirmed 
prediction of the analysts from the Trading Advisory Team of Saxo Bank. Despite the 
difficult momentum for the US, yet the American economy will post better results than 
the Eurozone since the process encompassing the private sector paying off its debt is not 
that tight anymore which, on the other hand, will drive consumer demand up. The impact 
of the sharp movements in oil prices in the beginning of the year started to fade away 
which will additionally support the consumption. Thus, we stick to our prediction for 2011 
for growth of 2.4% in the US economy and 1.5% in the Eurozone. 

 

ІІ. Bulgaria – the macroeconomic picture 
 
ELANA Trading analysts about the 2nd half of 2011: 

 
Moderate growth and inflation with a key role 

We confirm our forecasts from the beginning of the year for a moderate economic growth 
which will mainly be driven by the export-oriented business. Even though, an inflation 
decrease was reported in the middle of the year, prices will continue to increase. 
However , improvement in lending can be seen due to an increase in investment and 
short-term loans in leva, which are normally used for working capital needs. But since 
the raise in income lags behind the prices’ increase, the consumption does not really 
change and although the crisis in the Bulgarian economy is close to an end, people will 
start to realize that in late 2012. 

 
Factors which will be of significance during the 2nd half of the year: 
 

• Bank loans – ‘bad loans’ will stop increasing until the end of the year . 
Improvements in bank portfolios will be slow and will be felt as early as next year . 
 

• The crisis in Greece - Bulgarian banks will not be affected by the financial woes 
in our southern neighbor . There might be changes in ownership in some of the 
banks that are owned by Greek financial institutions which will, eventually, not 
impact their operations in our country. 
 

• Construction – real estate prices will remain low since mortgage lending will be 
weak and the housing is expensive relative to the population’s income. 

 
ІІІ. US DOLLAR/EURO 

The repeated printing of money by the Fed, called QE2, caused a weaker dollar in the 
first half, and on the other hand, the problems and fears of the Eurozone immediately 
reflected on the Euro. Hence, the movement of the currency fair has been dynamic and 



 

will continue until the end of the year . The United States are still in the middle of their 
decisions-making process of rising the ‘debt ceiling’ while initiating another money-
printing is still on the agenda. The Eurozone is still debating about the problematic 
member countries. 

 

ELANA Trading analysts about the 2nd half of 2011: 

 
EUR/USD – Dynamic currency pair 

The EUR/USD currency pair will continue to be as dynamic as we expected from the 
beginning of the year but the dollar will strengthen at a slower pace. Therefore, we 
revise our forecast for the year-end from 1.20 EUR/USD to 1.35 (1.45 
denominated in leva).The worsening Eurozone problems might support the greenback, 
but at the same time, the US economy continues to slow down while investors expect 
another liquidity injection (QE3), what might cause the US currency to depreciate. 

What is the revision based on? 

• Risk of worsening of the Eurozone’s debt problems –investors were 
relatively appeased after Greece saw a positive vote to limit spending. However , 
the risks of spreading the problems to another country and the failure of adhering 
to the voted measures are yet quite likely. Italy, for now, has no problems paying 
off its debt but is, however , another ‘red light’ in the region. Any negative surprise 
will heavily impact the euro and will cause the exchange rate of the same 
currency to move down. 
 

• Investors seek security - the economic slowdown is evident and new measures 
to accelerate growth are quite unlikely. This will limit the possibilities for recovery 
of the US economy and will spur investors to seek safety in less risky assets. The 
dollar is often perceived as such an asset but we do not expect the case to hold 
again since the cooling of the economic activity is rather weak.  

 

Saxo Bank analysts about the 2nd half of 2011: 
 
We maintain our forecast for a volatile year for the currency pair . The lack of clarity at 
the moment defines the volatility of the currencies. On one hand, if the ECB and the 
institution in the EU do not show clear and solid solutions for the Eurozone, the Euro 
currency might actually experience some of its worst days. On the other hand, focus is 
also on the USA– whether the market will calm down due to an approved decision or will 
deteriorate because the politicians are not willing to firmly cut spending, is yet to be 
seen. The main scenario would look like this: If politicians find a good solution, the dollar 
will strengthen. If later , however , a QE3 is initiated, the currency will depreciate. 
Subsequently, it is also possible that profits of the American companies abroad become 
tax-free which will support the dollar again. Our forecast for the year-end is for 1.22 
EUR/USD (1.60 in leva) 

 



 

ІV. GOLD 

Gold continued to gradually become more expensive in the first half of 2011 while until 
July, the price has risen by 14% and does not stop its steady growth. There were no 
increased interest rates and therefore no signs of correction in the precious metal 
movement although the silver bubble already burst with its price plunging 30% for one 
week. Markets indicated during the first half that the gold will continue to increase in 
value quite steadily without creating any premises for bubbles this year . This is due to 
the uncertainty in the markets during the year , which creates a “golden environment” for 
the metal – there is no decent economic growth, nor are markets cooling down to see a 
perspective; interest rates remain low, lack of confidence in the economic recovery is due 
to the dark scenarios of Crisis 2.0 Change in the direction of the gold might be caused if 
the Fed raises the interest or if an inflation occurs. However , there are no indications that 
either the USA or the other developed countries will use inflation as a tool to reduce 
indebtedness. 

What events during the first half raise new questions? 

• A slowdown in the Chinese economy –investors’ demand for gold in China is 
still very strong. However , upon cooling off in lending, investments in gold will 
decrease since the population will see a drop in income and savings; the danger of 
bursting a bubble in the real estate prices is of high priority too. 
 

• Increased supply of precious metals – high prices of gold and silver 
contributed for a steady increase in the extraction of platinum and palladium. 
Their prices are yet rising slower but their extraction has increased a lot more 
relative to gold and silver . 

 

ELANA Trading analysts about the 2nd half of 2011: 

 
The “Golden environment” for the gold stimulates a steady price growth 

We confirm our forecast that the gold will continue to become more expensive while we 
also raise the forecast from USD 1 300 to USD 1 500 per ounce by the end of 
2011. A new peak is possible in the next six months but there are yet not signs for a 
strong correction which will drive the price 30-40% down. A possible new liquidity 
injection by the Fed will support the growth of the precious metal, given that the dollar 
depreciates again. Markets show that stock prices of mining companies advance faster 
than the price of the metal itself since they post good results due to the difference in the 
cost of production and the market price. Hence, it would be good for investors, who enter 
the market now, to take advantage of those stocks or of the exchange-traded funds 
(ETFs) which reflect the performance of the mining companies.  

The revision is based on: 

• Gold is not yet a balloon – the appreciation of the precious metal price does not 
show the typical signs of a bubble which we saw with the silver . This should mean 
that there will be no strong correction which will reduce the price by 30-40%. 



 

There is a possibility of new highs in the gold’s prices in the next 6-12 months 
whereas the degree of growth will determine the scale of profits which will follow.  
 

• Protection against the debt crisis – the gold benefits from the fears for now, 
but if the world actually enters into a debt crisis of the scale of the one from 2008, 
its price will not remain unaffected by the panic. At the moment, the situation can 
be described as the “golden environment” for the precious metal – the uncertainty 
within the markets and the doubts about recovery maintain the price level.  
 

• Commodities lost a strong driver of their prices – ending the measures of 
pouring liquidity by the Federal Reserve reflected the actual demand for 
commodities. The market has enough options to drive the price to a new high, but 
that would be difficult without the belief that currencies will depreciate.  

 

Saxo Bank analysts about the 2nd half of 2011: 
 
Our forecast for an increase up to USD 1 600 was already reached in July due to the debt 
crisis on both sides of the Atlantic. Investors continue to rely on the precious metal, while 
politicians are still struggling to find a solution for the indebtedness. Overall, we 
continue to maintain our expectations for a growth in gold prices by the end of 
the year, by still supporting the forecast for a range of USD 1 500 – USD 1 600 
per ounce. In August, it is very common to observe a decline in price, which may lead 
to a correction. However , we do not see a serious reason for growth to stop by year’s 
end. 

 

V. OIL 

The extraordinary events in North Africa and the Middle East caused oil prices to 
skyrocket in the beginning of the year , beyond analysts’ expectations, but just for a short 
period of time. The spare capacity of the countries in OPEC is for the time being enough 
to offset the deficit. Hence, markets could not feel the shortage. The slowdown in 
economic growth additionally calmed the movement of oil prices. 

What events during the first half raise new questions? 

• A slowdown in economic growth –among the most serious factors for a decline 
in oil prices are the expectations for a cool off in the global economy. However , 
recession is not among the most probable events, which makes a decline in the 
prices quite unlikely. 
 

• Cease of supply from Libya – the events in Libya led to a surge in oil prices 
and, therefore, it exceeded our expectations for the year , but for a short period of 
time. What happened in Libya prompted Arab countries to increase their state 
budgets to be able to counter any resentment from the population. This 
additionally supports their reluctance to increase supply to bring prices down 
because they now need to maintain the new levels of government expenditures. 

 



 

ELANA Trading analysts about the 2nd half of 2011: 

 
Slow growth rate of oil prices due to a slow economic recovery 

The sluggish growth of the global economy will support a slower growth rate in oil prices. 
In the long run, oil is not going to become cheaper because demand is stable. While the 
slow recovery from the crisis and the anxiety of the large debt issues is still in process, 
oil price will gradually increase. We confirm our forecast for USD 100 per barrel in 
late 2011. A sharp change in price is possible only in case of exceptional political events 
or entering into a new recession, which is unlikely, though. A possible collapse of the 
Chinese economy should not be excluded but it also seems quite unlikely. In the first half 
of the year , the Brent crude price rose much more relative to the US light oil while the 
difference exceeded a record $15. It would be profitable for investors to trade the 
difference between the two sorts until the end of the year through future contracts or 
contracts for difference (CFDs) 

 

Saxo Bank analysts about the 2nd half of 2011: 
The escalating events in Libya and the Middle East caused a reduced supply of oil with 
several million barrels which will limit quantities from now on. Hence, oil prices will 
remain historically high. From the beginning of the third quarter , we can observe a 
correction which was hard to influence even though the International Energy Agency 
(IEA) supplied 60 million barrels of oil in strategic reserves. This resulted in the expected 
from us price of the Brent crude of USD 105. Demand continues to be stronger from the 
emerging economies relative to the developed countries. We expect the price of the 
Brent to move within the range of USD 110 – USD 125 until the end of the third 
quarter. With regards to the US light oil, that would mean a price between USD 
90 – USD 105. 
 

 
 
VІ. AMERICAN STOCK MARKET 
 
The economy slowdown and the unstable growth perspective prevented the appreciation 
of the US stocks and brought them to a long range of motion. US companies continue to 
show good profits thanks to cost optimization but increase in net sales is very 
insignificant. The debate on the “debt ceiling” in the USA maintains the market 
uncertainty since it is yet arguable whether there will be any answers to solve the 
indebtedness issues. The depreciation of the US dollar continues to support the American 
companies. The recovery from the earthquake in Japan will have a positive effect on the 
economic growth but the disadvantages of the interruption in the production chain and 
the disruption in energy supply are significant. Increased government expenditures 
adversely affected the US stock market. However , the acceleration of the Japanese 
economic growth will have a global impact but also such, in particular , on the US 
economy and stock market. 
 

 



 

ELANA Trading analysts about the 2nd half of 2011: 

 
Trading in range and appreciation in the end of the year 

We expect a repetition of the fragile situation in 1991 on the US stock market although 
this time the range in trading might be a little higher from 1 300 to 1 400 points. Surge 
in US stocks can be expected only if the Fed initiates another liquidity injection (QE3) 
which, however , we do not consider as a very likely event. Although the fundamental 
market support is evident, given the profits of the American companies, the anxiety in 
the middle of the year will make a test of 1 500 points impossible until the end of 2011. 
At the end of the year , we expect the typical pre-holidays’ appreciation of the stocks, 
caused also by a lowered liquidity. We confirm our forecast for the value of S&P to 
be around USD 1 400 at the end of the year. Investors could benefit taking into 
account the trading range and a potential growth by year end. 

 

Saxo Bank analysts about the 2nd half of 2011: 
We confirm our expectations for the S&P to reach 1 420 points during 2011. In 
the second half of the year , companies’ profits will continue to increase, but moderately 
though. Expectations with regards to the US business indicate it will certainly increase 
earnings, but given the slow recovery, that would be difficult in the second half of the 
year . The US stock market remains in the hands of the politicians since solutions to the 
debt issues are expected. A Fed’s decision to pour liquidity again will boost the market, 
but will not lead to solving the uncertainty issues. 
 

 
 
 

VІІ. BULGARIAN STOCK EXCHANGE 

 

At the beginning of the year , the gain of SOFIX gave the index the top performance place 
among the other markets in the Southeast Europe while it is still holding this position. 
The strong increase of the BSE was due to the low liquidity whereas the good 
performance of the stock market led to an increased interest from foreign investors who 
executed purchase in the first quarter . Majority of the liquid companies reported gains, 
followed by some corrections, and they have repeatedly shown that even a minor 
positive signal from the market can make them soar . As analysts from ELANA Trading 
pointed in the beginning of the year , small-cap companies performed better than the 
average for the market in the first half of the year – gain was seen by Stara Planina Hold 
Plc, Fazerles JSC, Biovet and others. 

Summer months are usually profitable for the Bulgarian stocks and gains are almost 
always posted by the indexes. 2008 is an exception, when SOFIX managed to report an 
increase of only 5% in August. In 2010, the market rose by approximately 12% in 
August whereas a year earlier the increase was almost 50%. The rising stock market in 
the previous years has quite positively reflected a major portion of the stocks. The 



 

difference between the best performing positions and those which reported just a slight 
growth is significant. During 2009-2010, some of the companies outperformed SOFIX. 

 

ELANA Trading analysts about the 2nd half of 2011: 

 
Positive summer for SOFIX and profits from short-term portfolios 

We expect the Bulgarian indexes to continue the trend to appreciate during the summer 
months in 2011 as well. Provided that SOFIX will advance with more than 10-15%, this 
will attract capital from abroad and will also increase volumes. We confirm our 
forecast indicating that the BSE will record an increase of 25% in the end of the 
year. Given that the indexes will be quite dynamic witnessing rapid ups and then short 
corrections, the most appropriate step investors could undertake is to restructure 
their portfolios and set aside resources for short-term investments. Thus, they 
could benefit from the short-term growth of the Bulgarian market. A period of slowed 
growth in prices combined with the presence of larger volumes will signal the end of the 
short-term growth of the BSE and will hence provide an opportunity for reaping profits 
and release of free funds. 

 

Determinants of the BSE in the short-term are: 

• Cautiousness – individual investors have a main role on the BSE while trading 
with extreme caution and making decisions based on news and fundamental 
results. The number of speculators who trade in the short-run is very small.  
 

• Real interest rates – the increase in savings is seen by just a small number of 
depositors in banks. Real interest rates are still positive which retains capital in 
the banks and does not lead to a demand for risky assets. Rising inflation may 
spur savers to seek higher yields from assets other than deposits, which would 
lead them to the stock market. However , increased capital flows to the stock 
exchange will be evident after the indexes report steady growths. 
 

• Privatization of state shares in electricity-distribution companies (EDC) – 
Implementing privatization through the stock exchange will not directly achieve a 
positive effect – the way to carry out the privatization is important. The sale of 
the residual shares of the EDCs will have a positive impact on the capital market 
if: 

a) shares are offered at an attractive but at the same time low price;  
b) first sale is executed at a low price to attract investors, which will have an 

appealing impact and an advertising effect for the subsequent offers – 
steady growth can be achieved by generating attention to the following 
share offers; 

c) broad base of investors is found – large investors and small individual 
investors, instead of just having 2-3 institutional investors;  
 

• Bulgartabac Holding AD Sale – a potential for pouring fresh funds to the BSE is 
present, if the future owner decides to redeem the remaining shares and delist 



 

the subsidiaries from the stock exchange. That would mean investors will acquire 
additional resources which can be used to improve liquidity. 
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