WHERE TO
INVEST NEXT?
eToro’s Popular Investors Make Their Predictions for 2017

2016 was a whirlwind year for global markets. UK citizens voted for a
''Brexit", deciding to depart from the EU, which shocked global
markets and sent the British Pound to record lows. Donald Trump’s
presidential win, which initially sent markets tumbling, ended up
being a positive catalyst, sending indices on a record bull run in both
November and December. The US Dollar skyrocketed. Gold tumbled.
Oil prices saw never-ending volatility. Bitcoin made a comeback.
With so many incredible changes seen in the markets last year, what
could be expected in 2017? eToro’s top Popular Investors, who took
advantage of 2016’s roller-coaster ride, share their insights for the
year ahead.
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For the S&P, 2016 was a year of exuberance and, if you ask me, irrationality. A year
when bad things were bad only until they actually happened. Then they magically
turned into… great things! Namely the Brexit decision and the Trump victory, which
were initially both considered terrible outcomes for stocks, but soon after they
materialized, the markets rallied relentlessly on them and kept breaking record
high after record high. According to the Office of Financial Research, a U.S.
government body, stock valuations (as measured by the price-to-earnings ratio)
have reached the same high level that they hit before the three largest equity
market declines in the last century! That level looks even higher if the dollar’s
surge to a 14-year-high is taken into account.
So what’s in store for U.S. stocks in 2017?
Which of the following has not already been priced in, during the second longest
bull market in history?

THE S&P 500:

DRIVEN BY
EXPECTATIONS
OR REALITY?
@Dimitrios1
(Dimitrios Mavromanolakis)

A marvellous Trump presidency that would turn out to be greater than
Obama’s arguably very successful one?
An extremely soft Brexit that wouldn’t have any negative impact on British or
EU businesses, and would not lead to any further “splintering” of the EU?
A surging dollar that would not hurt U.S. businesses’ profits?
Higher interest rates that would not hurt stocks or businesses?
A French election outcome that would be favorable for the EU?
What if any of these great expectations don’t eventually materialize?
I will let you decide on the outcome…

I have been trading Bitcoin on eToro since they added it to the platform at the end
of 2013. Before then, I was trading on various Bitcoin exchanges and even
peer-to-peer. Here are some quick thoughts of mine on the current price
movements and surge in December:
China is leading the price movements. Why? The CNY has undergone several
devaluation cycles, but at the moment it’s steady. So perhaps the Chinese are
simply re-discovering Bitcoin as a safe haven, or suspect another devaluation, or
currency control measure, is coming.
The west is following and reinforcing the trend. I attribute this to growing
confidence in a Bitcoin ETF being approved by the SEC. Several ETFs have been
submitted over the last 2-3 years, COIN being the most notable. An ETF launch
would allow for huge asset management funds to enter the market safely.
What does it all mean?
It means the rally we have seen in December appears to be based off nothing but
hype and FOMO (fear of missing out). Which as we all know is extremely
dangerous. Unless some evidence surfaces, which backs up the situation in China
or the ETF, I expect this trend, as it reaches the all-time-high Bitcoin price, to
probably pull a sharp reversal back to the $800 support levels.
However, the bubble is still in its early stages, and there are opportunities to make
money from it. I’d advise anyone who is not a keen follower of Bitcoin to seek out
reputable traders with low risk and proven track records if you want exposure to
Bitcoin, rather than taking very risky bets of their own. I cannot reinforce enough
that diving into such a volatile market or copying someone else who is doing the
same is extremely risky. Trade sensibly and safely everyone.
To summarize, this might not be the real bubble, tread carefully until there is more
evidence. The rise to $800, $850, $900, and even $1000, was predictable - but after
that, things are a lot more foggy.
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In 2017 we will see a lot of interesting marketing opportunities, one of them being
centred around the EUR/GBP. This instrument looks interesting from both a
technical and fundamental standpoint.
First of all the UK leaving the European Union may not have such a negative impact
on their respective economies. We have to remember that EU buys around 44% of
UK exports, and that 54% of the UK’s economy comes from EU imports.
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It seems the market “thinks” Brexit will be a good thing for GBP (in expense of the
Euro), similar to how a Trump presidency will be good for the USD. The market has
already moved in that direction. The problem is we don’t have any hard facts to
confirm this theory or, like real analysts would say, “to not reject it.” So we stick to
speculation. On the other hand, we have Mr. Draghi and his QE measures in 2017,
as well as potential problems in both Italy and France. Basically I don’t see any
good news for the Euro.
I love it when the fundamentals confirms technicals! We already see the EUR/GBP
in a downtrend from its 0.9140 high (02.10.2016). In the beginning of 2017 we could
see the movement towards 0.8000 - a major support line. Once the EUR/GBP
initially moves around 0.8700 I will be comfortable to consider opening some new
short positions.

Since OPEC reached a deal to cut production, which
gave a boost to petrol prices, we can expect the
Canadian dollar to take strength for 2017, which will
drive the price of the USD/CAD down in my opinion.
Since a big part of Canada’s income comes from oil
and gas extraction, the rise of petrol prices is going
to give a boost to the income generated from these
industries, as well as creating more jobs in the field.
We still have to wait and see what Trump’s decision
regarding the Keystone XL project on January 20th
will be. A decision which could provide a great
opportunity to Canada’s oil export. If accepted, it will
create even more jobs for Canada’s oil producers.
Additionally, the XOP ETF should definitely be a big
gainer in 2017, since everybody in the oil industry
will profit from the rise of petrol prices.

CANADA’S CURRENCY
COULD BE FUELED BY THE
RISE IN PETROL PRICES
@venomt09
(Martin Tremblay)

Apple is one of the largest tech companies in
the world, and it has always managed to
deliver some incredible earnings every year.
But while Apple can be the perfect investment
opportunity, they do struggle from time to time,
just like any other company.
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A HIT IN 2016, BUT
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IN 2017
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Recently, 2016’s 4th quarter results came in for
the company, and Apple displayed quarterly
revenue of $46.9 billion. The quarterly net
income was of $9 billion or, simply put, $1.67
for each diluted share. Although these results
seem incredible, they are down from the $51.5
billion Apple earned the same quarter last
year. The report caused the stock price to rise
slightly, gaining 2% in after-hours trading that
day. However, the price went down more than
2% later.
The company has announced that they will
distribute a cash dividend of $0.59 per share.
This is a fascinating option for sure, and it does
come with some interesting possibilities here,
to say the least.
Losing consumer confidence?
When it comes to the fiscal year 2016, the
company had yearly revenue of $215.6 billion in
total, 8% less than the previous year. Despite
the fact that results aren’t as good as the
company had initially expected, this was still
an incredible year for Apple according to its
CEO Tim Cook. Additionally, Cook claims that
the customers’ response to the iPhone 7 and
the iPhone 7 Plus was extremely positive.

However, the numbers tell a different story, as
sales are down 5.3% for iPhones - and that’s
not a good sign for those who seek an excellent
investment opportunity. Also, when compared
to past years, Apple launched fewer products in
2016. There were some significant product
launches, but not all of them were on par with
expectations.
The stock market performance for Apple, which
sees its stock value growing, while the sales
numbers are disappointing (by Apple’s
standards), might show that the company has a
small crisis on its hands.
New products could give Apple a boost in 2017
Although the rumor mill is going strong, we
can be pretty certain that the company will
launch a new set of iPhones in September.
Also, they didn’t launch any new iPads this year
(aside from the Pro), so presumably, they will
come out with some new models in 2017. We
can also expect new products in the iMac
category. The expectations are enormous, so
hopefully they will deliver a much better set of
results in 2017.
How will the stock price react? One of the
conundrums that Apple faces is Wall Street's
extremely high expectations of the company,
even if guidances are beat. 12-month price
targets are optimistic for 2017, looking at a
healthy $132.40 from a majority of analysts,
and if you're a bigger gambler, $185.00. As we
look at the stock performance from the 3rd
quarter onwards, it's slowly recovering, so I am
confident that it will stay along that path.

Here’s my outlook on “The Cable” (GBP/USD) ahead of 2017:
I use a two pronged strategy. I look at technical analysis to get a good reading of
the markets, which then helps me decide on my trading plan regarding entry and
exit positions - a common sense approach. Looking ahead to 2017 there can’t be
too much of a positive spin, and no upside to be seen.
With Donald Trump taking control of the US economy, we may see (if his ideas
come into fruition) reduced taxes, increased interest rates, higher deficits,
increased inflation, and almost full employment (with pressure to increase wages).
At the same time in the UK, we see record low mortgage rates, consumer
confidence issues around Brexit, a transition period for the new prime minister and
her cabinet, as well as uncertainty surrounding growth and interest rate increases.
GBP heading down
The monthly and weekly charts, namely the monthly, have downward facing trends
and negative momentum.
Some divergence on the longer time-frames suggests a potential increase from
current levels, but still remaining in range: a resistance levels of 2008 lows (1.35
GBP/USD) to a support level of September 2016 lows (1.18) will frame any
movement in my view. In the short-term, the pairing needs to break out of the mini
inner-range of support at the 1.22 level and resistance around the 1.27 level to
indicate real change.
We are clearly in a downward trend, and smart money should go short into any
rallies rather than picking a bottom and going long – we all know that traders that
pick bottoms get burnt fingers… so beware of trying to catch that falling knife and
instead, ride it down after it's had a rally.
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