WELDONONLINE. QOM

ETF PLAYBOOK
Week of July 11th, 2010

PLAYBOOK HIGHLIGHT S

Global stock markets rallied into the end of last week € causing ¢rosion 6
in the dearish 6 near -term technical indicators and our intermediate  -term
Trend Ratio readings é but é on a longer -term basis, the bearish trend
remains intact. Subsequently, we continue to believe that strength in
stocks can be defined 6as a counter -trend dynamic

Similarly, weakness in fixed -income linked Exchange Traded Funds can
also be defined as being d&ounter -trend 6 in nature , as the longer -term
Trend Ratios remain  dullish § as do es the long -term technical dynamic.

We also remain bullish on the Japanese Yen, and we remain negative on
the Energy complex €& while we are n ow ADDING a bullish stance as it
applies to the Agricultural sector of the commaodities complex.

We start by looking at the UltraShort S+P 500 Index SDS, seen in the

daily chart on display below é revealing the recent decline in thi s bear
fund (stock market rally). Telling is the position of the moving averages,

which continue to evolve in a dullish 6 manner, with an upside crossover
and accelerating directional move higher . Moreover, we note that last
week & low was above the 50% Fibonacci retracement level, and, that the

med -term Oscillator remains positive.

We continue to  dold 6the SDS.
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Observing the chart below, plotting the cash S+P 500 US Stock Index, we

note the continued @ominance 6 of the longer -term bearis h technical
overlay, defined by the bearish moving average crossover and (still)
intensifying downside  directional push in both the short  -term 50 -Day EXP -
MA and the med -term trend defining 100  -Day EXP -MA.

Further, we note that last week & see mingly ferocious rally failed to push

the index to the first of the upside Fibonacci retracement levels (38%) ,
and, it failed to break the spell defined by a still bearish Oscillator reading.

Finally, we note that the rally has not yet been strong enough,
directionally, to cause  the short -term Volatility to contract.
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In terms of the bearish macro -evolution as it relates to the US Consumer,
detailed in our past two Money Monitors ( fiwhat, Me Worr y ???0), we
spotlight the chart on display below, within the context of the fact that the

Headline Power Rankings continue to profess that a bear trend remains
dominant . We focu s on last week & rally in the Consumer Staples VDC,
which takes this key ETF back to the short -term 50 -Day EXP -MA, in synch
with a 38% Fibonacci retracement. It woul d take a mov e above $67.20 to
negate the bearish intermediate -term trend.
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Similarly we note that despite last week & rally é the Retail Powershare
PMR remains FAR BELOW its original breakout point, let along the 2010
high ¢ and é that the longer -term trend defining 200 -Day Exponential
Moving Average continues to goll -over 6to the downside , directionally.

It would take a move above this m oving average, which coincides with
overhead resistance defined by the 1Q swing high, and the series of 2Q
swing lows ¢é at$16.50 é to void the breakdown.
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Indeed, on a longer -term basis, as implied within the weekly chart of the
Retail Powershare PMR , seen below é the breakdown remains intact, as
per the violation of the secular 2 -Year EXP-MA, and the counter -trend rally
defining uptrend line in place since the 2008 low.
Also, we focus attention on the bearish momentum divergence, and push
into o vertly bearish territory, by the long -term Oscillator.
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Next we examine the Gold market, as defined within the pair of charts on

display below. We abandoned our bullish bullion position two weeks ago,

and we observe that the Gold Trust GLD is BARELY hanging on to a bullish
headline Power Rank  deading 6

We also note that the Gold Trust GLD appears to be poised on a technical
precipice, as defined by the med -term trend defining 100  -Day EXP -MA and
the longer -term uptrend line in place since 2008 é in synch with the
bearish di vergence evident in the med -term Relative Strength Index. A
move below $114.51  would constitute ap  reliminary technical breakdown.
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We also see bearish divergence in the med -term and long -term
Oscillators, as evidenced in the chart below € with the long -term Oscillator
completely failing to confirm the most recent rally to a new contract high
in the GLD. In fact, the long -term Oscillator has remained pinned in
negative territory for several weeks, while the index was at new highs.
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Rising to the top of the Power Rankings playlist, as it relates to the
Currency and Commodity sectors € are the Grains € in a move that

comes on the back of an improving underlying fundamental supply -

demand dynamic , as defined withinr ecent reports pub lished by the USDA
Indeed, in light of Fr iday & release of the all -important WASDE forecasts
by the USDA é we note that the headline Power Rank reading for the Dow
iPath Grain Total Return Note jumped t 0 74%, from 50% on Thursday,

while the med -term uptrend sol idified as defined by a rise in the Med -

Term Trend Ratio to 0.49, up from 0.27 on Thursday.

Evidence the technical  improvement in the JJG, first from the longer -term
pers pective as noted in the weekly chart below, as per the upside violation

of the long -term 52 -Week EXP -MA, in line with the positive reading offered

in the med -term Oscillator. We also note the double -bottom technical
pattern, AND, the upside push developing in Volatility, in line with last
week & fundamentally driven price rally.
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From the med -term te chnical perspective as evidenced in the daily chart

below, we spotlight the upside violation of the 100 -Day EXP-MA, in line
with the push into positive territory by the 50 -Day Relative Strength.
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We observe the grains on their own technical merits, in the pair of longer -

term weekly charts on display below é

€ starting with Corn, shown directly below. We note last week & push
towards a potential bona  -fide, full -blown upside breakout, whic h would be
defined by a violation of the secular 2 -Year EXP-MA, in line with a series of

higher swing lows, posted over the last eighteen months.

We also focus on the push into overtly bullish territory by the long -term
52-Week Rate -of-Change indicator, which is also violating a downtrend
line in place since the 2008 secular high.

Corn Futures Contract

Courtesy: www.weldononlfine.com

Weekly Continuation Since 2002 M

9 7000

9 6000

1 5000

il i
)/ 3000
2-Year EXP-MovAvg ] 2000
DC
[Year—Year Rate-of-Change I 100
50
kool " “JMM¢MMWWWMMMWMMMMMMMMmmh“ . |
R O e T 50
[2003 [2004 2005 [2006 [2007 [2008 [2009 [2010
Similarly we note the action in the Wheat market, shown below € with a
push towards a possible upside violation of the long -term secular 2 -Year
Moving Average, in synch with the double -bottom established at $4.25.
We also spotlight the renewed push into positive territory by the On -
Balance -Volume indicator, in synch with a rise into positive ground by the
6-Month Relative Strength Index.
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We also include a look at the positive technical developments taking place
last week in the Oilseed sector, as evidenced in the weekly chart below in

which we plot the path of the Soybean market. We focus on the possible
bullish resolution to the pennant pattern § with the long -term uptrend line
in place since 2006, holding solid as underlying support during the recent

period of price weakness.

More telling is last week & upside violation of the long -term secular 2 -Year
Exponential Moving Average ¢é and é the move into overtly bullish
territory by the  long -term Oscillator.

Of interest is the message delivered with a perusal of the Ratio Spread
chart on display below in which we compare the price action in the  Dow
Grain Index JJG, against the broader commodity complex (as per the CRB
Index).

Simply, Grains are breaking out € on arelative basis.




