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Bearish defines the week, with an increasing number of global equity and
US sector -industry funds generating bearish trend readings in our Trend
Power Rankings ¢é besomindglepsigedandane o {fsided.

Indeed, ONLY THREE Exchange Traded Funds that we track are generating
bullish signals ¢é the US Dollar, Gold, and Precious

We have been bullish on Gold, bullish on the US Dollar Index, and bearish
on the Eurocur rency since October of last year, and we see NO reason to
change that stance.

We anticipated a widening fiscal debacle in Europe, and turned bullish on

Gold and the US Dollar at the same time, despite the normal negative
correlation é leaving us focused on Gold priced -in the Eurocurrency, whi  ch
has soared to record highs, well above 1000 EUR per ounce.

We got bearish on global equities and bullish on Volatility in the 4Q of last

year é too € in synch with our view on the US Dol
negative correlation between the greenback and stocks é and we
WAY too early .

We believe that has changed over the las t six -eight weeks.

There is contin uity and correlation again, and it is tilted lower in stocks.

We remain bearish on global equities, commodities as a whole (industrial

metals, energ y and the agricultural sector) é

€ and we expect additional Yield Curve flatteni ng as short -end funding

rates are O6normalizedo, not that they NEED to be ar
6zerod as possible, in most places.

The job of providing Or el i e-imécrot-econemythatsect or s of t he
remain sub -p ar € is now i n t hleng-bnd ofdgiobaloYfield t h e

Curves, particularly in the US, EU, and UK.

Within that context we no te the reversal in the norm ally -robust -even -in-
macro -turbulent -times Consumer Staples sector, perhaps a precursor of a
continued contraction in global bank credit. Indeed, we note Friday & data
from the US Fed revealing yet another HUGE single -week decli ne in US
Commercial Bank credit, led by consumer and real -estate loans.

And, we note a different (pattern 6 in the bear -equity ETFs, whereby the
spike and collapse experience seen since 2008 has been broken, with bear

funds retracing gain, hold  ing solid at support, and re -exerting themselves
to the upside. This remains our primary focus, along with Gold and the

short -EUR funds.



We examine the UltraShort Chinese fund FXI, seen in the chart on display
below é and, more tellingly é we note the RECORD level of the On -
Balance -Volume indicator, as the short China ¢lay 6 has become a favorite
of speculators.

Amazingly, the On -Balance -Volume indicator is FAR above where it was
when the FXP peaked at the stratospheric price of $1000.00 per share.

Perhaps even more amazing, and somewhat troubling to would be
bearish -fund -bulls, is the fact that the share price has appreciated by a
mere $8, or 23%, since the OBV bottomed in January of this year.
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Another ETF with  near decord 6 On-Balance -Volume is the Gold Trust Fund
GLD, seen in the chart below . However, we do NOT view this as a
&aut ionary 6sign that the market is overpopulated, rather we view this as
the long -awaited portfolio allocation to Gold, as all paper currencies,
including the USD, are monetarily and fiscally debased. We remain long
the GLD.
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One of the ETFs we own does NOT have anywhere near Gecord 6 open
interest as defined by the OBV é the UltraShort S+P 500 Index, or SDS,
seen in the daily chart below. We note the technical bullishness offered by

the med -term trend defining 100 -Day EXP-MA, which held solid as
underlying support during last week & decline (stock market rally), after

the average revers ed to the upside, directionally

The longer -term trend defining 200  -Day EXP -MA is next at $38.07.
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We remain bearish on the EUR, despite a near -term, slightly over  -cooked
decline é as the longer -term picture is not yet oversold, or anywhere near

that status. Observe the secular 5 -Year EXP-MA, which has only recently

reversed to the downside, directionally, in line with the plunge into overtly
bearish territo ry by the 5 -Year Rate -of-Change indicator.
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We have been bearish on the European equity indexes since we turned
bearish on the Eurocurrency é and indeed, the European markets have
LED the way lower relative to the US market, as evidenced in the overlay
chart below plotting the US S+P 500 Index and the S+P European 350
stock index iS hare IEV.
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When we examine the US market by sector, we are hard pressed to find

anything but bearish Power Rankings. Particularly telling from the macro -
market perspective is the reversal to the downside in the usually resilient
Consumer Staples sector, as evidenced in the chart below, revealing a
violation of the long -term trend defining 200 -Day EXP-MA, and a
directional downturn € in synch with the push into outright negative
territory by the 100 -Day Rate -of-Change.
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Another defensive -staple that is now on the run is the Healthcare sector,
notable for its bucking -the-trend stellar job cr eation over the last two

years. Perhaps that will change too, and the economy will lose one of the
few sources of broad job growth é as the equity ETFs break down, as
defined by the violation of the uptrend line (not shown), the long -term
200 -Day EXP-MA, and the plunge into overtly bearish territory by the
med -term 100 -Day Rate -of-Change indicator.
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We note the correlation between the defensive Healthcare sector and the
Pharma sector, as seen in the overla y chart on display b elow, with the
Healthcare sector now leading the downside charge.
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We remain bearish on the energy sector in general, though we do note the

tightening in the Gasoline market

supply. We note the bre

& calendar spreads, despite ample
akdown in the S+P Oil and Gas Equipment XES

and the IEZ Oil Equipment and Services.
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Indeed, the continuity in the global equity markets reflects a broad sell -
off, with virtually no sector unscathed. Note the similar chart pattern in

two very different ETF sectors € as both are among our highest ranking
bearish trends, as defined by our Power Rankings. We speak of the S+P
Networking ETF and the Water Powershare, as both rallied in tandem, and

both are now threatening to trend lower together.
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-equity -market -links are threatening to join the
downside par ty, withi n the context of increasingly bearish Power Rankings
AND an intensifying technical push lower. We note the longer -term weekly
chart on display below revealing an accelerating downside crack in the
Taiwan stock market iShare EWT, which is proposing to push to ne

Even the strongest

W move

lows despite decen t-to-excellent macro
including a strong performance by Exports
which hit a new record high.
recovering after reaching

Exports, from record declines.

-economic data released last week,
é particularly Exports to China,

Indeed, Asian stock markets began
their lows in late 2008, ahead of the reversal in

Technically we are impressed by the bullish moving average dynamic,

following the near

-perfect 61% Fibonacci retracement, implying that a

new bear market has begun.
1750
iShare Taiwaf: Stock Index H
Weekly Since 2002 1
Courtesy: www.weldononline.com I |i
el SN AN
H + W‘NJ W w "'l' 1 '|' . 1612 }
| I ¥ \\ [
bl ! 1250
Mh .|. 'iiim-i./!l!.!m | \ r e
WW s i | -k 1091
V' } 1000
mﬂ‘vw I 'J' 2-Year EXP-MovAvg
HTHJ Hﬂ” lﬂ] | 750
52-Week EXP-MovAvg M
0oC
[Z-Year Rate-of-Change I ] 50
|||I|I""||‘||||||“||.I||||.||II|||.|.|I|.||||||||||||||||||||||"|||||||||||||||||||||||"|||nll. u||||||||n.||||||||I||||||"|||||“|||"|||“l"l“||||||II|||||||"""||||||||"||||||||”|||||||"u||.I|||||||"||||"|||II|II|I.. : 0
T " ' "Wl |wmml||||||"|'"||||||IIII||III|||||||nn"""'""||I|m||||||||| ,
I [2003 [2004 [2005 [2006 [2007 [2008 || 2009 [2010
L
Similarly we note that the Singapore iShare EWS is now posting a bearish
Power Ranking , as this ETF moves below the 52 -Week EXP -MA. Indeed, of
particular interest is the fact that the 2-Year Rate -of-Change indicator
FAILED to reach positive ter  ritory, duringthe 2 009 -2010 rally ,
1500
iShare Singapore Stock Index
EWS - Weekly Since 2002
Courtesy: www.weldononline.com 1250
750

52-Week EXP-MovAvg Hlﬂ 'F]H
T
u]r K 500

2-Year EXP-MovAvg

%‘;

) N\
Tl st s

l|||||||||||||||||||||||I|||I||n--......,.....||"||"|||||I||III.||I|n.||I||n..|||I|||I||||||||||||||||||| | | ||| ||||||||||||||||||||I|IIII|||||||||I|||||||||}|["_|"lw‘||e|“a““r||||l@!|.|“t|!!|_|JLChane ] ||||||||||||||||||||||||||||||||II||u.,“"ll““““““““"""""||“||“||||||||||||||||||||||u.--u-u----nmuu|n i 53

| 2003 [2004 [2005 [2006 [2007 [2008 [2009 [2010




ETF PLAYBOOK: Trend Power Rankings
US Sector Funds

Exchange Traded
Fund

DJ Network - IGN
PS Water PHO
Van Telecom VOX
Van Cons Staples VDC
PS Semiconductor PSI
DJ Energy - IYE
ML Pharmaceutical - PPH
PS Clean Energy PBW
DJ Consumer Service - IYC
DJ Healthcare - IYH
DJ Healthcare Provider
PS Energy Explore PXE
SPDR Oil Equip-Serv - XES
Van Healthcare VHT
DJ Oil Equipment - IEZ
PS Bio-Genome PBE
ML Broadband - BDH
PS Nano PXN
DJ US Pharma - IHE
ML Wireless - WMH
DJ Software - IGV
Van Financials VFH
DJ NatRes - IGE
Oil - X0l
ML Biotech - BBH
SPDR Utilities - XLU
SPDR Energy - XLE

DJ Defense Aerospace ITA

Power

Ranking
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0.89

1.14
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1.17

0.37

1.11

0.87

0.94
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0.73

0.69

1.05

Long-
Term
Trend
Ratio

1.54
1.75
1.55
2.07
0.69
1.19
1.08
1.35
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1.54
1.54
1.54
0.54
1.30
0.55
1.83
0.47
0.52
2.06
0.70
1.79
1.24
0.78
0.54
0.38
0.76
0.46

1.17

Pivot

Upside

28.15
17.05
55.57
67.53
14.19
31.18
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9.32
61.89
61.57
61.57
17.59
26.68
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Downside
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DJUA
ML Oil Service - OIH
DJ Cons-Goods - IYK
DJ Tech - IYW
ML Utilities - UTH
Van Energy VDE
PS Insurance PIC
Brokers - XBD
SPDR Materials - XLB
Van Materials VAW
Van Cons Discret VCR
PS Energy Service PXJ
SPDR Biotech - XBI
PS Utilities PUI
DJ Utility - IDU
DJ Biotech - IBB
DJ Insurance - IAK
DJ FinServ - IYG
DJ Telecom - IYZ
SPDR Homebuilders - XHB
DJ Semi - IGW
DJ BasicMat - IYM
SP 500
DJIA
ML Software - SWH
SPDR Semiconductor - XSD
Van Info-Tech VGT
DJ Regional Banks - IAT
SPDR Metals-Mining - XME
Drugs - DRG
DJ Broker Dealer - 1Al
PS Bldg+ Const PKB
DJ Financial - IYF
SPDR Technology - XLK

SPDR Healthcare - XLV
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0.05
0.96
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36.71
98.51
57.03
57.90
91.38
78.95
15.25
113.50
31.42
66.68
53.93
15.21
58.02
15.21
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29.50
57.70
20.20
14.14
50.29
59.69
1,125.01
104.67
58.02
48.59
55.36
24.75
52.53
57.03
27.81
13.24
54.86
22.57

29.68

36.71
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51.69
87.00
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13.38
99.63
27.86
58.72
47.22
13.56
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13.56
67.61
75.37
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51.66
18.46
11.10
41.91
52.03
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PS Aero + Def PPA 96% Bearish 0.80 0.05 18.19 15.75
SPDR Pharma - XPH 95% Bearish 0.68 0.44 42.03 37.08
NQ 89% Bearish 0.61 0.02 1,948.32 1,733.09
PS Telecom PTE 88% Bearish 0.67 0.41 14.18 12.78
SPDR Cons-Staples - XLP 87% Bearish 1.05 1.17 56.20 47.51
SPDR Industrial - XLI 86% Bearish 0.52 0.08 31.03 26.50
SPDR Financial - XLF 82% Bearish 0.74 (0.12) 54.02 49.91
SPDR Oil Explore-Drill - XOP 66% Bearish 0.22 0.09 43.60 38.98
DJ Medical Devices IHI 58% Bearish 0.38 0.09 57.70 51.66
DJTA 49% Bearish 0.34 (0.08) 458.08 384.39
Cyclical - CYC 37% Bearish 0.56 (0.33) 885.26 758.16
DJ RealEstate - IYR 35% Bearish 0.27 (0.05) 51.90 45.05
PS Retail PMR 38% Bearish 0.51 (0.25) 18.40 15.57
Consumer - CMR 6% Bearish 0.38 (0.35) 686.37 638.64
ETF PLAYBOOK: Trend Power Rankings
International 8 Emerging Market Funds
Exchange Traded Power DIR MT LT Up Down
Fund Ranking Indicator Ratio Ratio Pivot Pivot
MSCI South Africa - EZA 282% Bearish 0.77 1.47 58.14 50.27
S+P China - GXC 249% Bearish 0.68 1.14 68.84 64.07
BRIC - EEB 203% Bearish 0.49 1.07 39.62 36.07
Templeton Dragon - TDF 201% Bearish 0.22 0.38 5.90 5.10
MSCI Korea EWY 198% Bearish 0.41 0.60 46.12 42.89
MSCI BRIC - BKF 191% Bearish 0.45 0.93 42.81 39.08
MSCI Canada EWC 175% Bearish 0.52 0.60 27.25 24.98
MSCI France EWQ 173% Bearish 0.00 - 40.37 37.32
MSCI Japan EWJ 167% Bearish 0.96 0.22 9.70 9.01
MSCI Taiwan EWT 161% Bearish 0.82 0.19 11.62 10.62
MSCI Germany EWG 160% Bearish 0.47 0.60 19.97 17.69
MSCI Emerging EEM 158% Bearish (0.02) (0.02) 13.80 12.27
S+P Europe-350 IEV 157% Bearish 0.47 0.68 34.09 30.16




MSCI UK EWU

MSCI Australia EWA
Blackstone India - IFN
MSCI Switzerland EWL

China Dragon PGJ
Mid-East + Africa - GAF
DW C. Europe-Russia - CEE
S+P BRIC - BIK
Nomura Korea - KEF
T.Rowe China Region - JFC
DW Korea - KF
CS Israel - ISL
DW Europe - EEA
S+P Russia - RSX
MSCI Brazil EWZ
CS Chile - CH
Xinhua China FX
MSCI Spain EWP
MS Latin America - LDF

MSCI Sweden EWD
MSCI Hong Kong EWH
MS Asia Pacific - APF

Templeton Russia - TRF
Blackstone Asia Tigers - GRR
Hottinger Swiss - SWZ
MS Emerging - MSF
MSCI LatAm ILF
MS Eastern Europe - ME
MSCI Singapore EWS

Emerging Europe - GUR
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