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TUESDAY – AUGUST 14, 2007

“THE HIGHS” ARE IN
! THE VOLATILE MANNER IN WHICH THE “OPENINGS” ARE MATERIALIZING —
MEANS IT’S DIFFICULT TO TRADE EFFECTIVELY. WE’LL LOOK TO PUT ON SHORT
POSITIONS AS RALLIES DEVELOP IN THE DAYS OR EVEN WEEKS AHEAD

! A NASCENT “BULLISH SIGN”: The Russell 2000 Small Caps (IWM) continues to
hold major support at the 380-day exponential moving average in rather bullish fashion; this
is the major bull market moving average that has held every major decline from 2003 to
present. If it continues to hold — then this must be construed at least as “short-term bullish”
given its recent underperformance to the S&P 500. However, once it fails in earnest — and
we believe it shall — then we can expect the other indices to follow hard upon it.

! S&P Financials (XLF) — As go the financials, so goes the broader market. Presently,
prices are trading violently around the 550-day moving average major support level, with no
discernible direction. For now, we’ll take this a fumbling for a bullish short-term bottom; but
ultimately, we expect it to “fail” and result in lower prices.

! World Stocks versus the S&P 500 Spyders — The recent declines in the country
ETFs markets such as Asian Pacific, Emerging Market and Latin American bourse ETFs
have turned the relative ratios versus the S&P 500 large caps nascently higher. This means
the US is showing signs of outperforming international ETFs — a circumstance most pun-
dits can’t understand. For us, it simply means that when we become short — we will short
the country ETFs first and foremost.

! POTENTIAL TRADES: If we were to be “long”, we would be interested in the
Homebuilders (XHB) and DJ Real Estate (IYR) ETFs; while we will consider short
positions via the S&P Materials (XLB) and Semiconductors (SMH).

Sector Ticker
Consumer Staples XLP

Out-perform Healthcare XLV
Consumer Discretionary XLY
Energy XLE
Financials XLF
Industrials XLI
Materials XLB

Under-perform Pharmaceutical PPH
Technology XLK
Utilities XLU
Biotechnology BBH
Homebuilders XHB
Oil Service OIH
Real Estate IYR
Retail RTH
Semiconductor SMH

Changes to Call:
1) Biotechnology to "UNDER-PERFORM"
2)
3)
4)

TRR - Relative Sector / Industry Calls
(3-month time horizon)
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S&P 500 / Lehman Bond Ratio (SPY:TLT)
“Approaching Major Support”

We are monitoring this ratio carefully, for it
represents a “source of funds” for the other. If
the trend is lower as it is, then the bond market
is the recepient of stock funds...this implies risk
aversion is alive and well.
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ETF SECTION: SUMMARY DATA

Index TKR Last Chg.
%

Chg. YTD
YTD

% Chg
2006

% Chg
US ETFs
S&P 500 "Spyders" SPY up 145.23$   0.52$      0.36% 3.54$         2.84% 13.8%

Dow "Diamonds" DIA up 132.18$   0.24$      0.18% 7.77$         7.27% 16.3%

NASDAQ 100 QQQQ up 47.60$     0.32$      0.68% 4.44$         10.99% 6.8%

Russell 2000 Sm Caps IWM down 77.67$     (0.39)$     -0.50% (0.36)$        -0.54% 17.0%

WORLD REGION ETFs
World (ex-US) EFA up 76.78$     0.15$      0.20% 3.56$         5.99% 23.2%

Pacific (ex-Jap) EPP up 142.30$   1.40$      0.99% 17.06$       17.29% 26.9%

European Union EZU up 111.65$   0.66$      0.59% 8.30$         10.69% 33.1%

Emerging Market EEM up 128.81$   1.26$      0.99% 14.64$       16.59% 29.4%

Latin America ILF down 203.40$   (0.37)$     -0.18% 33.47$       27.24% 38.3%

COUNTRY ETFs
Japan ETF EWJ up 13.94$     0.02$      0.14% (0.27)$        -2.00% 5.1%

S. Korea ETF EWY up 62.30$     0.15$      0.24% 12.90$       28.83% 10.4%

China ETF FXI down 129.67$   (0.78)$     -0.60% 18.22$       29.57% 80.9%

Brazil ETF EWZ down 59.10$     (0.40)$     -0.67% 12.25$       36.71% 40.4%

Mexico ETF EWW up 56.87$     0.33$      0.58% 5.87$         16.44% 42.8%

India ETF IFN up 45.40$     0.21$      0.46% (0.50)$        -1.26% 15.5%

Russia ETF TRF down 64.40$     (0.10)$     -0.15% (22.90)$     -41.93% 59.9%

FUTURES / BONDS ETF's
Gold ETF GLD down 66.26$     (0.31)$     -0.47% 3.05$         5.91% 22.55%

Crude Oil Trust USO up 53.85$     0.21$      0.39% 2.25$         3.31% -24.14%

Euro Currency FXE down 136.25$   (0.80)$     -0.58% 3.94$         3.32% 11.64%

Lehman Bond Fund TLT up 86.33$     0.25$      0.29% (2.10)$        -2.29% -3.78%

Emerging Mkt Bond MSB up 9.41$        0.03$      0.32% (1.43)$        -13.14% -0.37%

US SECTOR ETFs
Consumer Discretionary SPDR XLY up 36.56$     0.20$      0.55% (1.86)$        -5.70% 17.67%

Consumer Staples SPDR XLP down 27.02$     (0.08)$     -0.30% 0.84$         3.61% 12.41%

Energy SPDR XLE up 67.80$     0.08$      0.12% 9.17$         18.23% 16.54%

Financial SPDR XLF down 33.05$     (0.30)$     -0.90% (3.69)$        -11.65% 16.01%

Healthcare SPDR XLV up 34.00$     0.10$      0.29% 0.51$         1.61% 5.58%

Industrials SPDR XLI up 39.05$     0.52$      1.35% 4.04$         12.86% 11.43%

Materials SPDR XLB up 38.85$     0.17$      0.44% 3.97$         13.11% 15.19%

Technology SPDR XLK up 25.59$     0.35$      1.39% 2.31$         11.05% 11.39%

Utilities SPDR XLU up 39.21$     0.20$      0.51% 2.49$         7.93% 16.98%

US INDUSTRY ETFs
Biotechnology HOLDRS BBH up 162.20$   1.65$      1.03% (21.64)$     -10.78% -8.43%

Homebuilders SPDR XHB down 25.90$     (1.16)$     -4.29% (11.49)$     -25.52% -16.95%

Oil Service HOLDRS OIH down 171.70$   (0.17)$     -0.10% 32.04$       24.88% 8.43%

Pharmaceutical HOLDRS PPH up 78.14$     -$        0.00% 1.08$         1.55% 10.64%

DJ Real Estate ETF IYR down 71.70$     (0.30)$     -0.42% (11.65)$     -18.16% 29.93%

Retail HOLDRS RTH down 99.75$     (0.43)$     -0.43% 0.40$         0.42% 4.16%

Semiconductor HOLDRS SMH down 37.46$     (0.23)$     -0.61% 3.76$         10.26% -8.02%



ETF SECTION: CHART COMMENTS

 4 TUESDAY – AUGUST 14, 2007TRR — ETF PLAYBOOK

Jul Aug Sep Oct Nov Dec 2007 Feb Mar Apr May Jun Jul Aug Sep
106

108
110
112
114
116
118
120
122
124
126
128
130
132
134
136
138
140

106

108
110
112
114
116
118
120
122
124
126
128
130
132
134
136
138
140

220-DMA

80-DMA

SPT: $117

Dow Industrials Diamonds

-5

0

5

-5

0

5

20-day BLI (-3.48072)

-5

0

5

-5

0

5
40-day BLI (-0.31117)

Prices appear to be consolidating
to move lower once again; a close
below Friday’s lows at $130.64
sets up a a 220-dma test.
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The risk-reward is skewed towards
higher prices given the ovesold BLIs.
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SP 500 SPY
Last: 145.23$     TGT: -$         
Entry: -$           STP: -$         

Dow  Industrials DIA
Last: 132.18$     TGT: -$         
Entry: -$           STP: -$         1.10       

 RATIO: SPY / DIA

An emerging bearish consolidation below
the 80-dma is our focus; a break of
Friday’s lows at $143.12 puts into play
the 380-dema at $140.
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The second leg lower appears
complete; the risk-reward is
tilted towards higher prices.
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Prices are grappling for a “bottom” of
sorts at major support between the
380-dma and previous high support
at $75-$76. We’ll short rallies.
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 RATIO: SPY / QQQQ

Russell 2000 IWM
Last: 77.67$       TGT: -$         
Entry: -$           STP: -$         
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NASDAQ 100 QQQQ
Last: 47.60$       TGT: -$         
Entry: -$           STP: -$         

The breakdown below the 80-
dma is bearish; expect a test
of the 215-dma.
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1.87       
 RATIO: SPY / IWM

The bullish breakout
above the 500-dma and
previous highs supports
higher prices.
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Pacific (ex-Jap) EPP
Last: 142.30$     TGT: -$         
Entry: -$           STP: -$         1.02       

 RATIO: SPY / EPP

1.89       
 RATIO: SPY / EFA

World (ex-US) EFA
Last: 76.78$       TGT: -$         
Entry: -$           STP: -$         

The bearish wedge is confirmed;
the 60-dma has proven its merit
as resistance — now we’ll see if
the 170-dma does the same.

A larger bullish wedge pattern
continues to form. A break of
trendline resistance signals a
bullish reversal.

A bullish wedge bottom
has formed, a major
breakout above the 250-
dma is required to confirm.

With the 200-dma under
attack, and given previous high
support at $77 — one would
expect a rally given the nearly
oversold 20-day BLI.
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Emerging Mkt Stk EEM
Last: 128.81$     TGT: -$         
Entry: -$           STP: -$         1.13       

 RATIO: SPY / EEM

European Union EZU
Last: 111.65$     TGT: -$         
Entry: -$           STP: -$         1.30       

 RATIO: SPY / EZU

Trendline support “failed”;
prices should trade lower into
the major 250-dma.

The ratio is grappling with a
bottom formation; an upside
breakout is confirmed with a 300-
dma breakout.

Our focus is the 120-dma under attack;
a clear breakdown leads to a 300-dma
test...which we do anticipate in the
weeks ahead.

A low has formed, but a
complete reversal isn’t yet
clear.
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The 200-dma was violated; further
downside is expected given the
negative BLI patterns.
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While th larger consolidation
suggests weakness; we expect
the 180-dma to hold and turn
prices higher.

Japan ETF EWJ
Last: 13.94$       TGT: -$         
Entry: -$           STP: -$         10.42     

 RATIO: SPY / EWJ

Latin America ILF
Last: 203.40$     TGT: -$         
Entry: -$           STP: -$         0.71       

 RATIO: SPY / ILF

The current reversal higher
amid a very oversold condition
suggests mean reversion is
likely underway.

The bearish wedge is confirmed, with
the 80-dma support level failing. This
is quite simply bearish.
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The parabolic “blow-off top” is
complete given trendline support
was violated. Look for sharp mean
reversion lower.

The BLI structure is consistent with
a reversal higher.
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1.6

1.7

1.8

1.9

2.0

2.1

2.2

1.1

1.2

1.3

1.4

1.5

1.6

1.7

1.8

1.9

2.0

2.1

2.2

200-DMA

60-DMA

SPY / FTSE China 25
-10

-5

0

5

-10

-5

0

5
20-day BLI (0.38826)

-10

-5

0

5

-10

-5

0

5
40-day BLI (-7.83946)

The parabolic rally has corrected
to 60-dma; if it holds, and we
think it will initially, then we look
to short a countertrend rally.

New lows continue to form;
however, we are monitoring
the oversold condition for a
reversal higher.

China ETF FXI
Last: 129.67$     TGT: -$         
Entry: -$           STP: -$         1.12       

 RATIO: SPY / FXI

S. Korea ETF EWY
Last: 62.30$       TGT: -$         
Entry: -$           STP: -$         2.33       

 RATIO: SPY / EWY
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Jun Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep

35

40

45

50

55

60

65

70

35

40

45

50

55

60

65

70

SPT: $47-$50

300-DMA

SPT: $41
70-DMA

ETF - Brazil

-5

0

5

-5

0

5

20-day BLI (-3.46669)

-5

0

5

-5

0

5

40-day BLI (2.56242)

J J A S O N D 2006 M A M J J A S O N D 2007 M A M J J A S

2.5

3.0

3.5

4.0

4.5

5.0

2.5

3.0

3.5

4.0

4.5

5.0

100-DMA

350-DMA

SPY / Brazil Ratio
-10

-5

0

5

-10

-5

0

5
20-day BLI (4.00216)

-5

0

5

-5

0

5

40-day BLI (-5.52253)

The trend is obviously lower; but
a breakout above the 100-dma
would be wholly bullish.

Trendline and 70-dma support levels
were violated; mean reversion is
underway to the 300-dma.

y Jun Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep

35

40

45

50

55

60

65

35

40

45

50

55

60

65

180-DMA

Bearish Wedge

90-DMA

SPT: $55

ETF - Mexico

-5

0

5

-5

0

5

20-day BLI (-5.05633)

-5

0

5

-5

0

5

40-day BLI (-2.14348)

J J A S O N D 2006 A M J J A S O N D 2007 A M J J A S

2.5

3.0

3.5

4.0

4.5

2.5

3.0

3.5

4.0

4.5

200-DMA

RST: 3.9

55-DMA

SPY / Mexico
-10

-5

0

5

-10

-5

0

5

20-day BLI (5.62070)

-5

0

5

-5

0

5
40-day BLI (2.16993)

The bullish wedge is confirmed;
with the 55-dma now broken
above. The risk is towards
sharply higher prices ahead.

The 180-dma support level has
proven its merit initially with a
countertrend rally towards the
80-dma — but a breakdown
below appears highly likely.

ETF SECTION: CHART COMMENTS
Brazil ETF EWZ

Last: 59.10$       TGT: -$         
Entry: -$           STP: -$         2.46       

 RATIO: SPY / EWZ

Mexico ETF EWW
Last: 56.87$       TGT: -$         
Entry: -$           STP: -$         2.55       

 RATIO: SPY / EWW

TRR — ETF PLAYBOOK
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J J A S O N D 2006 M A M J J A S O N D 2007 M A M J J A S

1.4
1.5
1.6
1.7
1.8
1.9
2.0
2.1
2.2
2.3
2.4
2.5
2.6
2.7
2.8
2.9
3.0

200-DMA

80-DMA

SPY / Russia Ratio
-10

-5

0

5

1020-day BLI (6.13850)

-5

0

5
40-day BLI (-2.25242)

The ratio continues to trade above
several support levels; we find this
somewhat bullish for now.

ay Jun Jul Aug Sep Oct Nov Dec 2007Feb Mar Apr May Jun Jul Aug Sep

35

40

45

50

55

35

40

45

50

55

300-DMA

SPT: $37

50-DMA

RST: $51

The India Fund

-5

0

5

-5

0

5

20-day BLI (0.81633)

-5

0

5

-5

0

5
40-day BLI (5.30052)

M J J A S O N D 2006 A M J J A S O N D 2007 A M J J A S

2.5

3.0

3.5

4.0

2.5

3.0

3.5

4.0

300-DMA

80-DMA

HEAD

RGT-SLFT-S

SPY / India Ratio

-5

0

5

-5

0

5

20-day BLI (-7.07328)

-5

0

5

-5

0

5
40-day BLI (-8.74016)

A break of the 60-dma and trendline
support signals a larger decline lay
ahead given the weakening BLIs. We’ll
short that development.

The 300-dma support level is being
tested; if it doesn’t hold soon, then
lower prices are ahead.

Jun Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep

55

60

65

70

75

80

85

90

95

55

60

65

70

75

80

85

90

95

300-DMA

40-DMA
RST: $75.50

ETF - Russia

-5

0

5

-5

0

5

20-day BLI (-5.54280)

-5

0

5

-5

0

5
40-day BLI (-1.00353)

The 300-dma support level was
broken on a “gap lower”; rallies to
$70 are to be sold.

ETF SECTION: CHART COMMENTS
India ETF IFN

Last: 45.40$       TGT: -$         
Entry: -$           STP: -$         3.20       

 RATIO: SPY / IFN

2.26       
 RATIO: SPY / TRF

Russia ETF TRF
Last: 64.40$       TGT: -$         
Entry: -$           STP: -$         
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ETF SECTION: CHART COMMENTS

J J A S O N D 2006 A M J J A S O N D 2007 A M J J A S

1.9

2.0

2.1

2.2

2.3

2.4

2.5

2.6

2.7

2.8

2.9

1.9

2.0

2.1

2.2

2.3

2.4

2.5

2.6

2.7

2.8

2.9

70-DMA

280-DMA

SPY / GLD
-10

-5

0

5

10

-10

-5

0

5

1020-day BLI (-5.87719)

-5

0

5

-5

0

5

40-day BLI (-4.03548)

A bearish continuation
pattern is confirmed given
moving avg support was
violated.

un Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep

54

55

56
57
58
59
60
61
62
63
64
65
66
67
68
69

54

55

56
57
58
59
60
61
62
63
64
65
66
67
68
69

60-DMA

200-DMA

SPT: $55-$56

RST: $66-$69
Gold ETF

-5

0

5

-5

0

5
20-day BLI (0.76286)

-5

0

5

-5

0

5
40-day BLI (2.01047)

Prices have held the 60-dma;
however, we are skeptical it holds.
We will short a breakdown.

n Jul Aug Sep Oct Nov Dec 2007Feb Mar Apr May Jun Jul Aug Sep

45

50

55

60

65

70

75

45

50

55

60

65

70

75

40-DMA

TARGET

200-DMARST: $50.35-$55.50

Head

RGT-S

LFT-S

WTI Crude Trust

-5

0

5

-5

0

5
20-day BLI (-1.32681)

-5

0

5

-5

0

5
40-day BLI (5.78101)

2006 Jun Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep
1.6
1.7
1.8
1.9
2.0
2.1
2.2
2.3
2.4
2.5
2.6
2.7
2.8
2.9
3.0
3.1
3.2
3.3
3.4

1.6
1.7
1.8
1.9
2.0
2.1
2.2
2.3
2.4
2.5
2.6
2.7
2.8
2.9
3.0
3.1
3.2
3.3
3.4

40-DMA

SPY / WTI Crude

-5

0

5

10

-5

0

5

1020-day BLI (-1.21315)

-5

0

5

-5

0

5

40-day BLI (-6.85098)

A bullish consolidation has
formed, with a breakout above
the 40-dma necessary to confirm.

A bullish “head &
shoulders” bottom is
confirmed, but the 40-
dma was given. Expect
a 200-dma test.

Gold ETF GLD
Last: 66.26$       TGT: -$         
Entry: -$           STP: -$         2.19       

RATIO: SPY / GLD

WTI Crude USO
Last: 53.85$       TGT: -$         
Entry: -$           STP: -$         2.70       

RATIO: SPY / USO
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ETF SECTION: CHART COMMENTS

ay Jun Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep

124

125
126
127
128
129
130
131
132
133
134
135
136
137
138
139

124

125
126
127
128
129
130
131
132
133
134
135
136
137
138
139

200-DMA

40-DMA

SPT: $125

Euro Currency Trust

-5

0

5

-5

0

5

20-day BLI (0.69198)

-5

0

5

-5

0

5
40-day BLI (5.90061)

2005 F M A M J J A S O N D 2007 M A M J J A S
0.96
0.97
0.98
0.99
1.00
1.01
1.02
1.03
1.04
1.05
1.06
1.07
1.08
1.09
1.10
1.11
1.12
1.13
1.14
1.15

0.96
0.97
0.98
0.99
1.00
1.01
1.02
1.03
1.04
1.05
1.06
1.07
1.08
1.09
1.10
1.11
1.12
1.13
1.14
1.15

200-DMA

80-DMA

SPY / Euro Currency

-5

0

5

10

-5

0

5

1020-day BLI (-5.01544)

-5

0

5

-5

0

5

40-day BLI (-5.54594)

Channel and 200-dma support
levels were broken; lower prices
are ahead.

It would appear a major high has
formed given the breakdown below
the 40-dma.

M J J A S O N D 2006 M A M J J A S O N D 2007 M A M J J A S

1.25

1.30

1.35

1.40

1.45

1.50

1.55

1.60

1.65

1.70

1.75

1.80

1.25

1.30

1.35

1.40

1.45

1.50

1.55

1.60

1.65

1.70

1.75

1.80

100-DMA

200-DMA

SPY / TLT

-5

0

5

-5

0

5

20-day BLI (-5.53727)

0

5

0

5

40-day BLI (-3.32166)

Moving average support has held for
now; we expect this countertrend
rally to fail.

y Jun Jul Aug Sep Oct Nov Dec 2007Feb Mar Apr May Jun Jul Aug Sep

82

83

84

85

86

87

88

89

90

91

92

82

83

84

85

86

87

88

89

90

91

92

50-DMA

200-DMA

RST: $90.50-$92.50

RST: $86-$87

ETF - Lehman 20 yr +

-5

0

5

-5

0

5

20-day BLI (5.48251)

-5

0

5

-5

0

5
40-day BLI (4.03858)

The 200-dma resistance level has
proven its merit; the 50-dma
below must hold for the bullish
viewpoint to hold.

1.07       
RATIO: SPY / FXE

Euro Currency FXE
Last: 136.25$     TGT: -$         
Entry: -$           STP: -$         

Lehman Bond TLT
Last: 86.33$       TGT: -$         
Entry: -$           STP: -$         1.68       

RATIO: SPY / TLT
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ETF SECTION: CHART COMMENTS

ay Jun Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep

9.0

9.5

10.0

10.5

11.0

11.5

9.0

9.5

10.0

10.5

11.0

11.5
RST: $11.40

300-DMA

60-DMA

SPT: $8.80

MS EMRG MKT DEBT

-5

0

5

-5

0

5

20-day BLI (-1.48810)

-5

0

5

-5

0

5
40-day BLI (-4.10639)

J J A S O N D 2006 A M J J A S O N D 2007 M A M J J A S

11.5

12.0

12.5

13.0

13.5

14.0

14.5

15.0

15.5

11.5

12.0

12.5

13.0

13.5

14.0

14.5

15.0

15.5

200-DMA

SPY / Emerging Mkts

-5

0

5

-5

0

5

20-day BLI (3.98686)

-5

0

5

-5

0

5

40-day BLI (6.87431)

y Jun Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep
31

32

33

34

35

36

37

38

39

40

31

32

33

34

35

36

37

38

39

40

SPT ZONE

SPT: $30 70

60-DMA

200-DMA

ETF - S&P Consumer Discretionary

-5

0

5

-5

0

5

20-day BLI (-5.78873)

-5

0

5

-5

0

5

40-day BLI (-4.03506)

J J A S O N D 2006M A M J J A S O N D 2007M A M J J A S

3.60

3.65

3.70

3.75

3.80

3.85

3.90

3.95

3.60

3.65

3.70

3.75

3.80

3.85

3.90

3.95

250-DMA
70-DMA

35-DMA

SPY / Consumer Discretionary SPDR
-10

-5

0

5

-10

-5

0

5

20-day BLI (9.15028)

-5

0

5

-5

0

5

40-day BLI (8.60107)

Emerg. Mkt Bond MSD
Last: 9.41$         TGT: -$         
Entry: -$           STP: -$         15.43     

RATIO: SPY / MSD

3.97       
RATIO: SPY / XLY

Consumer Discr XLY
Last: 36.56$       TGT: -$         
Entry: -$           STP: -$         

The “plunge” has stabilized
near support; expect it to be
tested and ultimately broken.

The trend is very clearly higher; but
we are monitoring trendline support
for a mean reversion excercise.

The consollidation above the 250-
dma support level should lead to a
test of the highs.

A bearish “double top” is confirmed;
look for lower prices ahead.
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ETF SECTION: CHART COMMENTS

Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep

50

55

60

65

70

75

50

55

60

65

70

75

200-DMA

SPT: $60-$62

50-DMA

ETF - S&P Energy

-5

0

5

-5

0

5

20-day BLI (-3.27668)

-5

0

5

-5

0

5

40-day BLI (0.61019)

J J A S O N D 2006 M A M J J A S O N D 2007 A M J J A S

2.10
2.15
2.20
2.25
2.30
2.35
2.40
2.45
2.50
2.55
2.60
2.65
2.70
2.75
2.80
2.85
2.90

2.10
2.15
2.20
2.25
2.30
2.35
2.40
2.45
2.50
2.55
2.60
2.65
2.70
2.75
2.80
2.85
2.90

200-DMA

40-DMA

SPY / Energy SPDR

-5

0

5

-5

0

5

20-day BLI (2.76939)

-5

0

5

-5

0

5
40-day BLI (-4.33582)

Energy  XLE
Last: 67.80$       TGT: -$         
Entry: -$           STP: -$         2.14       

RATIO: SPY / XLE

ay Jun Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep

23.5

24.0

24.5

25.0

25.5

26.0

26.5

27.0

27.5

28.0

23.5

24.0

24.5

25.0

25.5

26.0

26.5

27.0

27.5

28.0

200-DMA
60-DMA

ETF - S&P Consumer Staples

-5

0

5

-5

0

5

20-day BLI (0.34749)

0

5

0

5

40-day BLI (-0.74968)

M J J A S O N D 2006 M A M J J A S O N D 2007M A M J J A S

5.05

5.10
5.15

5.20
5.25
5.30

5.35
5.40

5.45
5.50

5.55
5.60

5.65

5.05

5.10
5.15

5.20
5.25
5.30

5.35
5.40

5.45
5.50

5.55
5.60

5.65

440-DMA

90-DMA

SPY / Consumer Staples SPDR

-5

0

5

10

-5

0

5

1020-day BLI (-7.14801)

-5

0

5

-5

0

5

40-day BLI (-2.13612)

Consum Staples  XLP
Last: 27.02$       TGT: -$         
Entry: -$           STP: -$         5.37       

RATIO: SPY / XLP

The 200-dma support has held;
the question is whether this is a
consolidation to new highs...or a
topping pattern.

Prices are declining sharply;
expect more of the same as
defensive stocks come to
the forefront.

While the trend is lower given
trendline and 50-dma support level
violations; we’ll look to be buyers on a
200-dma test and BLI turn higher.

The breakout above the 40-
dma argues for mean
reversion higher towards the
200-dma.
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ETF SECTION: CHART COMMENTS

n Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep

29.5

30.0
30.5

31.0
31.5
32.0
32.5
33.0
33.5
34.0
34.5
35.0
35.5
36.0
36.5
37.0

29.5

30.0
30.5

31.0
31.5
32.0
32.5
33.0
33.5
34.0
34.5
35.0
35.5
36.0
36.5
37.0

SPT: $32.80 300-DMA

100-DMA

SPT: $29.50

ETF - S&P Healthcare

-5

0

5

-5

0

5

20-day BLI (-4.64880)

-5

0

5

-5

0

5

40-day BLI (-4.97777)

J J A S O N D 2006 A M J J A S O N D 2007 A M J J A S

3.85

3.90

3.95

4.00

4.05

4.10

4.15

4.20

4.25

4.30

3.85

3.90

3.95

4.00

4.05

4.10

4.15

4.20

4.25

4.30

350-DMA
130-DMA

SPY / Healthcare SPDR

-5

0

5

-5

0

5

20-day BLI (-3.29801)

-5

0

5

-5

0

5

40-day BLI (5.12498)

Healthcare  XLV
Last: 34.00$       TGT: -$         
Entry: -$           STP: -$         4.27       

RATIO: SPY / XLV

ay Jun Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep
29.5
30.0
30.5
31.0
31.5
32.0
32.5
33.0
33.5
34.0
34.5
35.0
35.5
36.0
36.5
37.0
37.5
38.0
38.5

29.5
30.0
30.5
31.0
31.5
32.0
32.5
33.0
33.5
34.0
34.5
35.0
35.5
36.0
36.5
37.0
37.5
38.0
38.5

SPT: $34.30

550-DMA

100-DMA

RST: $38
ETF - S&P Financial

-5

0

5

-5

0

5

20-day BLI (-4.64076)

-5

0

5

-5

0

5
40-day BLI (-5.81331)

J J A S O N D 2006 M A M J J A S O N D 2007 M A M J J A S

3.85
3.90
3.95
4.00
4.05
4.10
4.15
4.20
4.25
4.30
4.35
4.40
4.45

3.85
3.90
3.95
4.00
4.05
4.10
4.15
4.20
4.25
4.30
4.35
4.40
4.45

160-DMA

SPY / Financial SPDR
-10

-5

0

5

10

-10

-5

0

5

1020-day BLI (3.64189)

-5

0

5

-5

0

5

40-day BLI (7.44776)

Financial  XLF
Last: 33.05$       TGT: -$         
Entry: -$           STP: -$         4.39       

RATIO: SPY / XLF

Trendline support was violated, with
the 300-dma now under attack. A
breakdown would be wholly bearish.

The large triangle consolida-
tion was resolved with upside
highs; we’ll look for the trend
higher to resume soon.

A major “double top” targets $30.50;
but the major 550-dma support level
continues to hold for now.

What is there to say other than
this is “parabolic”; perhaps the ratio
is in the throes of mean reversion
back towards the 160-dma.
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ETF SECTION: CHART COMMENTS

Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep

29

30

31

32

33

34

35

36
37
38
39
40
41
42
43

29

30

31

32

33

34

35

36
37
38
39
40
41
42
43

270-DMA

80-DMA

SPT: $29.50

SPT: $39.50

ETF - S&P Basic Materials

-5

0

5

-5

0

5

20-day BLI (-4.65193)

-5

0

5

-5

0

5
40-day BLI (-1.61560)

J J A S O N D 2006 M A M J J A S O N D 2007 M A M J J A S

3.6

3.7

3.8

3.9

4.0

4.1

4.2

4.3

4.4

3.6

3.7

3.8

3.9

4.0

4.1

4.2

4.3

4.4

90-DMA

200-DMA

SPY / Basic Materials SPDR

-10

-5

0

5

-10

-5

0

5

20-day BLI (5.53399)

-5

0

5

-5

0

5

40-day BLI (-0.65627)

Materials  XLB
Last: 38.85$       TGT: -$         
Entry: -$           STP: -$         3.74       

RATIO: SPY / XLB

y Jun Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep

31

32

33

34

35

36

37

38

39

40

41

31

32

33

34

35

36

37

38

39

40

41

SPT: $36-$36.50

75-DMA

400-DMA

ETF - S&P Industrial

-5

0

5

-5

0

5

20-day BLI (-3.51395)

-5

0

5

-5

0

5

40-day BLI (1.68722)

M J J A S O N D 2006 A M J J A S O N D 2007 A M J J A S

3.70

3.75

3.80

3.85

3.90

3.95

4.00

4.05

4.10

4.15

3.70

3.75

3.80

3.85

3.90

3.95

4.00

4.05

4.10

4.15

80-DMA

240-DMA

SPY / Industrials SPDR
-10

-5

0

5

10

-10

-5

0

5

1020-day BLI (-5.83798)
-10

-5

0

5

-10

-5

0

5
40-day BLI (-8.64213)

Industrials  XLI
Last: 39.05$       TGT: -$         
Entry: -$           STP: -$         3.72       

RATIO: SPY / XLI

We think mean reversion
higher materializes quite soon
given the oversold BLIs.

The breakdown of the 75-dma is
bearish — we’ll look to put on a short
position very soon.

Major suppport was violated; we
would look to sell short in the
days ahead...perhaps on a rally.

The focus is the 90-dma; prices have
broken out above it, which signals
underperformance going forward.
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ETF SECTION: CHART COMMENTS

Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep

32

33

34

35

36

37

38

39

40

41

42

43

32

33

34

35

36

37

38

39

40

41

42

43

SPT: $37.25

280-DMA

120-DMA

ETF - S&P Utilities

-5

0

5

-5

0

5

20-day BLI (-2.35305)

0

5

0

5

40-day BLI (-4.12773)

J J A S O N D 2006M A M J J A S O N D 2007M A M J J A S
3.50
3.55
3.60
3.65
3.70
3.75
3.80
3.85
3.90
3.95
4.00
4.05
4.10
4.15
4.20
4.25
4.30

3.50
3.55
3.60
3.65
3.70
3.75
3.80
3.85
3.90
3.95
4.00
4.05
4.10
4.15
4.20
4.25
4.30

525-DMA

100-DMA

SPY / Utilities SPDR
-10

-5

0

5

-10

-5

0

5

20-day BLI (-6.34564)

-5

0

5

-5

0

5
40-day BLI (1.43378)

Utilities  XLU
Last: 39.21$       TGT: -$         
Entry: -$           STP: -$         3.70       

RATIO: SPY / XLU

Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep
19.0
19.5
20.0
20.5
21.0
21.5
22.0
22.5
23.0
23.5
24.0
24.5
25.0
25.5
26.0
26.5

19.0
19.5
20.0
20.5
21.0
21.5
22.0
22.5
23.0
23.5
24.0
24.5
25.0
25.5
26.0
26.5

240-DMA
80-DMA

SPT: $24

ETF - S&P Technology

-5

0

5

-5

0

5

20-day BLI (-3.41242)

-5

0

5

-5

0

5

40-day BLI (1.35798)

J J A S O N D 2006 M A M J J A S O N D 2007 M A M J J A S

5.60
5.65
5.70
5.75
5.80
5.85
5.90
5.95
6.00
6.05
6.10
6.15
6.20
6.25
6.30
6.35
6.40
6.45
6.50
6.55

5.60
5.65
5.70
5.75
5.80
5.85
5.90
5.95
6.00
6.05
6.10
6.15
6.20
6.25
6.30
6.35
6.40
6.45
6.50
6.55

250-DMA

100-DMA

35-DMA

SPY / Technology SPDR
-10

-5

0

5

-10

-5

0

5

20-day BLI (-5.10076)

-5

0

5

-5

0

5
40-day BLI (-8.17529)

Technology  XLK
Last: 25.59$       TGT: -$         
Entry: -$           STP: -$         5.68       

RATIO: SPY / XLK

Trendline and the 80-dma support
levels were violated; but not yet
clearly closed below. We think
that isn’t far off.

The second leg lower is nearly
if not already complete;
expect a reversal higher given
the oversold BLIs.

The 280-dma has proved its merit;
but expect this countertrend rally to
falter from the 120-dma...leading a
larger breakdown.

Prices continue to consolidate
below the 525-dma resis-
tance level; expect a larger
breakout higher soon.
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ETF SECTION: CHART COMMENTS

2006 A M J J A S O N D 2007 M A M J J A S

3.0

3.5

4.0

4.5

5.0

5.5

3.0

3.5

4.0

4.5

5.0

5.5

40-DMA

SPY / Homebuilders SPDR

-5

0

5

10

-5

0

5

1020-day BLI (4.94037)

-5

0

5

10

-5

0

5

1040-day BLI (8.40815)

y Jun Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep

25

30

35

40

25

30

35

40

60-DMA

200-DMA

RST: $29.-$30

ETF - Homebuilders SPDR

-5

0

5

-5

0

5
20-day BLI (-3.78650)

-5

0

5

-5

0

540-day BLI (-7.05561)

Homebuilders XHB
Last: 25.90$       TGT: -$         
Entry: -$           STP: -$         5.61       

RATIO: SPY / XHB

n Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep

160

165

170

175

180

185

190

195

200

160

165

170

175

180

185

190

195

200

200-DMA

100-DMA

RST: $200

RST: $168

ETF - Biotech HOLDRs

-5

0

5

-5

0

5

20-day BLI (-2.24284)

-5

0

5

-5

0

5
40-day BLI (-5.65577)

J J A S O N D 2006 M A M J J A S O N D 2007M A M J J A S
0.60

0.65

0.70

0.75

0.80

0.85

0.90

0.60

0.65

0.70

0.75

0.80

0.85

0.90

80-DMA 240-DMA

SPY / Biotech HOLDRs
-10

-5

0

5

-10

-5

0

5

20-day BLI (0.07157)
-10

-5

0

5

-10

-5

0

5

40-day BLI (4.70352)

Biotechnology BBH
Last: 162.20$     TGT: -$         
Entry: -$           STP: -$         0.90       

RATIO: SPY / BBH

Prices are into resistance — but if the
80-dma holds, then expect a
resumption of underperformance.

The trend is clearly lower; prices
could not rise with the 20-day BLI
rally. Expect lower lows ahead.

The trend is higher, but a
downside reversal looks to be
in progress.

Lower channel support held the
“plunge”; we are now interested
buyers given the positive BLI setup
on a test of the lows.
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ETF SECTION: CHART COMMENTS

Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep

70

75

80

85

70

75

80

85
RST: $84

SPT: $74.50100-DMA

ETF - Pharaceuticals HOLDRs

-5

0

5

-5

0

5

20-day BLI (-4.63023)

-5

0

5

-5

0

5

40-day BLI (-5.54188)

M J J A S O N D 2006 A M J J A S O N D 2007 A M J J A S

1.65

1.70

1.75

1.80

1.85

1.65

1.70

1.75

1.80

1.85

180-DMA
400-DMA

SPY / Pharmaceuticals HOLDRs

-5

0

5

-5

0

5
20-day BLI (-2.52502)

-5

0

5

-5

0

5

40-day BLI (5.02138)

Pharmaceutical PPH
Last: 78.14$       TGT: -$         
Entry: -$           STP: -$         1.86       

RATIO: SPY / PPH

Jun Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep
115

120

125
130
135
140
145
150
155
160
165
170
175
180
185
190
195

115

120

125
130
135
140
145
150
155
160
165
170
175
180
185
190
195

220-DMA
80-DMA

SPT: $149

HEAD

RGT-SLFT-S

ETF - Oil Service HOLDRs

-5

0

5

-5

0

5

20-day BLI (-3.66868)

-5

0

5

-5

0

5
40-day BLI (1.31279)

J J A S O N D 2006 A M J J A S O N D 2007 A M J J A S
0.75

1.00

1.25

0.75

1.00

1.25

140-DMA

SPY / Oil Service HOLDRs

-5

0

5

-5

0

5
20-day BLI (0.94449)

-5

0

5

-5

0

5
40-day BLI (-4.58533)

Oil Service OIH
Last: 171.70$     TGT: -$         
Entry: -$           STP: -$         0.85       

RATIO: SPY / OIH

The bearsh consolidation projects new lows,
but steep trendline resistance was given.
Therefore expect mean reversion to the 140-
dma before the downtrend resumes.

The trend remains higher for now;
but a clear break of the 80-dma
would mean a short position.

The 100-dma and trendline
support were given easily;
rallies are to be sold.

A large bullish
consolidation
resolved itself
higher; hence
underperformance
reigns for an
extended period.
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ETF SECTION: CHART COMMENTS

Jun Jul Aug Sep Oct Nov Dec 2007Feb Mar Apr May Jun Jul Aug Sep

90

95

100

105

90

95

100

105

600-DMA

90-DMA

SPT: $106

ETF - Retail HOLDRs

-5

0

5

-5

0

5
20-day BLI (-4.46240)

-5

0

5

-5

0

5
40-day BLI (-3.40183)

J J A S O N D 2006 A M J J A S O N D 2007 A M J J A S

1.20

1.25

1.30

1.35

1.40

1.45

1.20

1.25

1.30

1.35

1.40

1.45

160-DMA

Resistance

SPY / Retail HOLDRs

-5

0

5

-5

0

5

20-day BLI (3.79199)

-5

0

5

-5

0

5

40-day BLI (2.71771)

Retail RTH
Last: 99.75$       TGT: -$         
Entry: -$           STP: -$         1.46       

RATIO: SPY / RTH

ay Jun Jul Aug Sep Oct Nov Dec 2007Feb Mar Apr May Jun Jul Aug Sep

70

75

80

85

90

95

70

75

80

85

90

95

250-DMA

60-DMA

SPT: $67.00

ETF - Real Estate iShares

-5

0

5

-5

0

5

20-day BLI (-4.26487)

-5

0

5

-5

0

5

40-day BLI (-6.26537)

J J A S O N D 2006 A M J J A S O N D 2007 A M J J A S
1.50

1.55

1.60

1.65

1.70

1.75

1.80

1.85

1.90

1.95

2.00

1.50

1.55

1.60

1.65

1.70

1.75

1.80

1.85

1.90

1.95

2.00

140-DMA

320-DMA

SPY / Real Estate
-10

-5

0

5

10

-10

-5

0

5

1020-day BLI (4.92702)

-5

0

5

-5

0

5

40-day BLI (8.22169)

Real Estate IYR
Last: 71.70$       TGT: -$         
Entry: -$           STP: -$         2.03       

RATIO: SPY / IYR

The distance below the 250-
dma is quite large; we look to
be buyers very soon.

Expect mean reversion lower given the
overbought BLIs; perhaps all the way
back to the 220-dma.

The test of the major 600-dma has
held at least initially; but any rallies
back into 90-dma resistance will
provide us with a shorting op.

Prices are consolidating to move
higher as it would appear the
160-dma test has already
occurred.



ETF SECTION: CHART COMMENTS

Jul Aug Sep Oct Nov Dec 2007 Mar Apr May Jun Jul Aug Sep

29

30

31

32

33

34

35

36
37
38
39
40
41
42

29

30

31

32

33

34

35

36
37
38
39
40
41
42

380-DMA

60-DMA

ETF - Semiconductor HOLDRs

-5

0

5

-5

0

5

20-day BLI (-6.04708)

-5

0

5

-5

0

5
40-day BLI (0.57988)

J J A S O N D 2006 M A M J J A S O N D 2007 M A M J J A S
3.2

3.3

3.4

3.5

3.6

3.7

3.8

3.9

4.0

4.1

4.2

4.3

3.2

3.3

3.4

3.5

3.6

3.7

3.8

3.9

4.0

4.1

4.2

4.3

200-DMA

70-DMA

SPY / Semiconductor HOLDRs

-5

0

5

-5

0

5

20-day BLI (2.61399)

-5

0

5

-5

0

5

40-day BLI (-5.79866)

Semiconductor SMH
Last: 37.46$       TGT: -$         
Entry: -$           STP: -$         3.88       

RATIO: SPY / SMH

The 60-dma was violated, which should
have provided for further downside;
perhaps it will, but we want to monitor
the nearly oversold 20-day BLI.

The trend is lower given the
moving average breakdown;
however, a countertrend
higher appears reasonable
before a resumption lower.
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