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o Daily SPX - “ Trend Adjusted Signal” — Flat @ 1324

3x3 /I9EMA — Momentum Break Indicator —

Next Signal —Buy SPX above 1307 close




e Sector Insight

e Option expiration Friday , it could be volatile but with positive bias . Few of the competing
complex strategies gets played and tested on expiration day.

e Turn came in as expected around our CZin SPY & IWM ,

e We now arelooking for 1295 in SPX to be our focus point , this AM we touched 1290 ( More of
itin Mondays A # 1 — MS Report , we will visit our Indicators)

e Process continued in our SECTOR L /S with reversion to mean, POM to POM & CZto CZ
moves




e Summary of “Sector Review?” - For Short Sell & Longs ( UPDATE)

v On Short side —

Out of (20) Sectors Qualified for PQV, (15) Sectors were CZ/PQV Validated resulted in Gains of +11.66 % (
open & Closed position included ) while our Drawdown minimization of 6.0% whiles SPX moved against 8%

v The balance (5)- Sectors are on Watch List awaiting for PQV validation ( pending test)

v On Long side —

Out of (7) Sectors Qualified for PQV —(3) Sectors were CZ/PQV Validated resulted in Gains of + 4.45 % (
open & Closed position include ) while SPX was up 8%.

v' The balance (4 )- Sectors are on Watch List awaiting for PQV validation ( pending test)

® For this week, On Short Side - DBC, XLE, SLV -among previously SD #2 & / POM 14 Qualified for / CZ -PQV
Validation.

> _For this week On Long side - (1) EWJ among previously SD # -2 / POM 13 Qualified but is now ready for Bounce ..




Sector Analysis (D) -

e Detail Coverage for sectors with extremes SD # + 2.0 or Special situation (SP) , highlighted in yellow
e For Commodity based ETF’s the Extremes SD # 2.0 should be qualified v/is both CRB and SPX

SECTORS - (40) — Highlighted below are this weeks SD # 2 & CZ —PQV Qualified this week

GR1 (15) GR2 (11) GR3 (13)
e SPY e XLF (Financials) e SMH ( Sem)
e QQQQ e XRT (RTH) ( Retail) e BBH ( Biotech)
e TLT(Bonds) ) e XLV (Health) e IYT (Transports)
e WM e XLB ( Materials) e IYR (Real Estate)
e XLE (Energy) e DBA (Agro)
e EEM (Emerg) e XLK/QQQQ (Tech) e DBB (Base metal)
o EEA (Europe) e XLI (Industrial) e DBC (Commodity)
e EWJ (Japan) e XLU ( Utility) e GLD (Gold)
e FXI(China) e XLP ( Staples) e SLV (Sil)
e RSX(Russia) e XLY (Discretionary) e GDX (Miners)
e IFN (India) e XHB (Home Builders) e USO (0il)
e EWP (SP) e JJC (Cu)
- EWH e SLX (Steel)
e JOF
e EWA




The

. Objective

The Weekly Validated Sector selection is to Setup “ Global Long / Short — Market Neutral ETF Index” —( Equally
Weighted) Utilizing SD, POMs & SETUP INDEX within RA / Rl framework with composition of ETF’s with SD # 2
Overvalued and Undervalued characteristics. Additional direction bias is given via doubling on ETF’s with extremes

SD # 2 & POM/ CZ PQV Validation conditions.

Focus is to derive and compare the Relative performance of various Sector ETFs via using Standard Deviation ( SD)

Criteria, POM — SPX Methodology as a PIVOT point for start then use with SECTOR / SPX Ratio chart for their “Pattern

Rec

ognition and Technical Analysis” for OVERVALUATION AND UNDERVALUATION of Sectors.

Step 1 — Qualify the Sector based on Correlation Ratio Analysis with SPX to determine Standard Deviation (SD# 2) @ extremes level to define
“Overvaluation and Undervaluation” of the SECTOR

Step 2 - Overlay this Correlation input data on Sector’s Relative strengths based on the SPX —POM latest STATUS as Pivot point to measure

Maxi

mum and Minimum strength of the Sector. Validate those ideas via technical Patterns of absolute Charts & SPX Ratio charts of these Sectors

for Bullish and Bearish SETUPS via Pattern Recognition, Technical Analysis via second derivative DMA’s & Derive CZ for PQV Validation test.

Over

lay Criteria

SD # /2 ANALYSIS EXTREMES by 365 D Correlation.
SPX - POM FRAMEWORK as PIVOT by Trend Correlation
TECHNICAL PATTERNS, 2" Derivative DMA’s & VOLUMES” & Derive CZ for PQV Validation.

Attached, the Chart list & specific Charts (below). We have selected the charts that has some distinct characteristics and values as the
pattern gets completed based on our assessment:

Selected Sector may have (1) up to (6) Analytic Charts as Titled below
1. SETUP charts Weekly -3 Year with RSI, CCI, MACD (11 W /40 W) SMA
2. SETUP charts Daily — 3 Year with RSI, CCIl, MACD (11D / 55D) SMA
3. Correlation Ratio Analysis with SPX by 365 days Basis
4. POM Analysis -Technical & Pattern & Price / SMA Analysis
5. Trend Reversion Analysis — Long Trend Chart (if applicable if R2 is above 75%)

Charts 4,5, (above) articulates special situation coverage for that specific SECTORS highlighted in the list below




e SPX -=“POM Signal

® At POM 14 & 15, Focusison +2.0 SD, Currently SPX is at POM 14
® At POM 13, Focus to beo -2.0 SD.

e Trading & Investment Conclusions

ACTIONABLE ZONE :

“Global Long / Short — Market Neutral ETF Index”( Equally Weighted)

e With composition of ETF’s with entry at SD # 2 - Overvalued and Undervalued characteristics &

® For Direction bias to capitalize on extremes via doubling on ETF’s at SD # 2 & CZ- PQV validation at appropriate
POM conditions.




STEP 1 - SECTOR SELECTION PROCESS -SD#1.5/2.0 -

3X3/ 9EMA — Momentum break Prices indicated for each SD # 1.5 /2.0 Sector listed below

I Ezit & B -
Sector Indicator Distance in S0 Lo mean Last Price 3X3 ¢ OEMA Met Exposure Lomments
Grl
SPY 123 0.03 12780 & 129.18
QEEG 0E3 0.04 B4EG| & 55.73
1wl 116 0.06 a4z % T9.54
TLT -1.20 0.03 9%zl & 91.56
EtJ Below -250 -3.81 0.0 040 & 1050
Fl Below -1.550 160 0.04 4158 § 4305
IFI Below -1.550 77 0.0z 20000 29.93
EEM -0.96 0.04 4515 & 45.56
L2
aly 134 0.0z AT § 3245 003
RTH 114 0.03 47.99| ¥ 4823
#LF -1.01 0.0 1603 & 16.31 1003
#LU Below -1.550 173 0.03 2103 % F2.m
“LE Above 250 289 0.08 TEOD| & 7458 03
#LP Below -1.550 157 0.0z 28498 # 2944 Bd
#L 137 0.03 25.00) ¥ 36.07 i
L3
ST Above +1.550 169 0.04 6754 % 5575
SLV Above «250 223 0.0z 2351 & 34.08
ShH 0.47 0.0z 258 ¥ 33.78
Uso -0.03 0.0z 4063 & 4071
EEH 086 0.03 02z § 3 4
OEA, Above «1.550 153 0.0z 334 % 3344
OEC Above «250 233 0.0z 2355 & 29.42
Primary Index Net Exposure 57
POM 14 Re Run 3

e From (40) Sector list, The green highlights are Newly added and the ETF’s with SD # 2 is qualified for further review for extremes of _over (
Sell) funder (Buy) valuation v/s SPX & CRB (if applicable)- within our Expectancy Model

Ticker (Exited from Previous weeks ) Comments




Ratio of MAEG HIGH QUALITY INDEX to MAEG LOW QUALITY INDEX

L TT=IEl
L TT-qad
L TT-qad
L TT-uer
L TTeuer
L oT2aq
L oT2aq
L OT-na
L OT-na
L 0T3P0
L 0T3O
L oT-dasg
L or-das
L oT-Eny
L oT-Eny
L oT-Eny
- 0TAnr

- 0TAnr

L gT-ung
L gT-ung
L OT-AE
L OT-AE
L 0Ty
L 0Ty
L 0T-EL
L 0T-EL
. 0T-qad
L aT-gad
L OT-uer

L OT-uer
L Gooaq
L Gooaq
L GO-AON
L GO-AON

L 60420

60320

Ratio of HO v/is LOW OLTY - 1 vyr

Q.18

0.16 -
0.14 -
0.10

008 -
0.06
004
002
0.00




SHORT( LO) ETF Index - (with positions taken at SD # + 2.0 & CZ — PQV Validation )

SD -TECH YALIDATED MARKET NEUTRAL ETF INDEX [ Directional Bi Iy at Ext POM's)

¥alidated FIL Since Stoploss | Trigger either by SD2
Ticker Entry date Last Price Test price the Test 3XIVI9EMA |@ Close |or CZ1.CZ22 Comments
SHORTS (SECTORS)
S0 2 Triggers
I 25-Maow-10 7342 7373 -B2EM| 79.54 400 j@Enz
RTH 25-Mow-10 102.93 103.47 062 % 104_30 ws02
EMH 25-Moy-10 3298 3168 S0k % 33.78 3780 |@sD2
ST 10-Dlec-10 57.94 54.08 EACEANE 55.7h 00 |@sD2
LW 10-Moy-10 33.51 27.00 2401 % 34.08 2838 |@sh2
WLE 31-Oec-10 TE.00 £8.15 B2 T4.58 @sD2
QEEE 23-Oec-10 54,65 54.74 AR 55.73 @sh2
DEC 10-Mar-11 29.55 3015 199 % 29.25 weD2
1395
S0°s triggered PiL -6.15%
LZ Triggers
I 21-Jan-11 7775 74.00 158% ¥ T9.26 2400 | @CZ Closed on Wednesday [16th March 2011)
SMH 21-Jan-11 3275 35.00 43| # 3361 3780 |@EZ Closed on Wednesday [16th March 2011)
JIC 13-Jan-11 54.75 54.50 Ta % 55.69 00 |@CE] Closed on Wednesday [16th March 2011)
E'wH 1713 13.50 1.86%| % 18.33 2074 | mEE Closed on Wednesday [16th March 2011)
EEM 44.E0 47.50 x| % 15 56 G2E0 | @CE Closed on Wednesday [16th March 2011)
XLB Zl-Jan-11 36,75 34.50 EAEx| § 3742 4305 | @CEI Closed on Wednesday [(16th March 2011)
EMW'A, 21-Jan-11 2360 25.44 TEiw| ¥ 2437 270 | @mEE Closed on Wednesday [16th March 2011)
YT 29.25 4350 456%| 9093 9323 | @C2 Closed on Wednesday [16th March 2011)
GLD[Half Position] 10-Mar-11 135.50 139.50 287 % 137 55 1400 | @EZ Closed on Wednesday [16th March 2011)
GLD[Half Position) 10-Mlar-11 136.97 134.50 181 % 137_88 o0 J@cEl
GDX 10-Mlar-11 55.00 53.00 ETav| & 5681 E2O0 | @mEZ] Closed on Wednesday [16th March 2011)
CLOSED SHORT FOSITIONS 59705 it e |
CZ'S Triggered PIL 11.66%

2.88%




LONG (HO or SD # -2) — ETF Index - (with positions taken at SD # - 2.0 & CZ — PQV
Validated )

LONGS
SECTORS
S0e 10
sy 10-Dec-10 a7 30,9 36| ¢ 32.34 @02
wLU 23.Oec-10 103 3136 05| 31.85 @302
HLF 5-Rlow-10 1603 153 sgx| ¢ 16.24 @302
LT 12-Mow-10 3321 96.35 g & ai7e | s4m6  |@sDz
MUE 18-Mow-10 10026 10038 a7 ¢ 99.78 @302
BEH 2-Mow-Ht 0322 100.35 226u| 10216 @502
Eid 15-iet-10 1010 0.2z ATl ¢ 10.25 @302
Us0o 15-iet-10 4063 35.47 wrz| ¢ 40,50 @502
Fl 23.Oec-10 4198 42,60 A4Ex| $ 42.85 @02
P 7-dan-11 748 3a1a g 29.35 @302
IFI 27-Jan-l 3000 305 ABdx| $ 29.85 @502
10.61x
S0's triggered PIL 2.79%
|CE Triggers
JOF g5z B47 n5ax| 70| rm |@cz
LT #-dan-il 3121 34,50 15| ¢ al7e | mss |@co
—————
A17% /7~ ™\
CZ'S Triggered PIL { 4.45% \
CLOSED LONG FOSITIONS .78 e -
e ——
Ear_LLnuﬁ_EJ 2.33%|
LY
15th OCT 2010 INCEPTION 1
TAGG P/IL Sh E.79%
SPX CHANGE 7.94%

Inception 1°' Oct 2010- L/S - SECTOR




CLOSED (SHORT & LONG) POSITION — On Reversion to mean or POM 13

CLOSED SHORTS POSITIO Entry Date Exit Date Entry Frice] Exit Price P IL Comments

DEE F_ 162

GLD 2. 60z

SLW 4. 60z

GO 4. 90z

1IFN 14 045

GO 25-MMow-10 14-Jan-11 SO 6T o4 B8 B 037 -

EER 1Z2-Mow-10 21-Jan-11 47 56 4697 12422 [ ] ey |

EER 21-Jan-11 48 4597 Z2_ 152 | o e

GLD 21-Jan-11 1365 1312 S BB -

SLW 2F-Jan-11 285 25 0D B Tz [l ey |

EwF Z4-Fehbh-11 42 TH 4102 4 D532 [ ey |

BE_FZ=c

GO 15-Dce-10 14-Jan-11 o541 o4 B8 4 41z aEsSnzZ

EER 12-Mow-10 21-Jan-11 47 56 4597 1,247 aES2

GLD 15-Dce-10 21-Jan-11 133 68 131 2 18622 [ k=] m

=LK 25-Mow-10 =4-Feb-11 Z24.49 2642 -F. BB k] W

=LE 31-Dec-10 10-RMar-11 3544 3IF.TT 1. 747 aES2

138z

TOTAL SO Filz

CLOSED LONGS POSITIONS

BBH D00z aES2

EwrJ -D_S0z [ k=] W

s E_ GBZs aES2

BBH D263 aES2

E Wl 4 17z [ k=] W

106172
LD Z27-Jan-11 11-Mar-11 129 13777 4 17z [ ey |
4 17z

TOTAL 14 FH=2

SECTOR SETUP INDEX

+78%, 79%,+79%.,69% ( past 4 weeks)




(Currently for monitoring purposes only, we will establish . correlation as we go forward with POM 13)

e EQUITY SETUP INDEX : +67%, 70%,+59%35% ( past 4 weeks)

e POM—=14rerun

(ETF’s highlighted below are CZ — PQV Qualified Sector watch list with SD # 2 or just turned down)

SETUP #1 % away from SETUP #2 | % away from |SETUP #3 % away from |SETUP#4 | % away from
(33 of 40) Gold .Cross ( 3 of 40) Dead. Cross (0 of 40) 40wk (1 of 40) 40wk
gng iggsz’g T _3.912/0 SLV 37.29%
WM 19.42% IFN -2.34%
EEM 11.87%

EWJ 2.12%

EXI| 3.73%

RSX 25.74%

JOF 11.58%

EWA 9.65%

XLFE 9.53%

XRT 23.40%

XLV 5.55%

XLB 17.24%

XLE 36.47%

XLK 12.29%

XLI 21.00%

XLU 3.33%

XLP 7.33%

XLY 19.59%

XHB 10.41%

SMH 22.42%

BBH 7.15%

IYT 18.27%

IYR 76.97%

DBA 33.37%

DBB 18.35%

DBC 28.42%

GLD 63.35%

GDX 23.00%

uso 13.57%

JJC 31.80%

SLX 14.88%

STEP 2 - CZ - PQV —= Validation Tracker for Selected Sectors




SETUP 2 -4 - PQV VALIDATION TEST PROCESS SUMMARY

Mean |LL uL Required |Actutal % Away
Trade Conflu [confluen |[confluen|Velume  |Volum |Volume |from Test % Away SETUP Drawdown
Ticker Type Last Pricience |ce ce MM on e MM [Pickup |price UL |40wk MA |fom 40 MA |Stoploss @ {3X3 / SEMA| Qualify Price | minimisation | SD#
TRIGGERED
TLT (half) Long 93.21] 895 89 90 40 420 420 4% 96.05 -2.96% 84.55 51.66 95.0 5.8%  (1.20)
GLD Short 136.97 139 139 139 17 8.7 8.7 1%  126.56 6.54% 141.00 137.51 1374 -1.2% 0.54
WATCHLIST
SLV (New) Long 33.511] 355 35 36 25 % 2413 36.89% 2292 34.08 95.0 -62.6% 2.29
EWH (under $19.25) Short 17.74| 195 19.25 1975 45 40 4.0 -10% 17.78 -0.25% 20.74 18.40 19.1 21%  (0.78)
EEM (under $48) Short 45.15 49 48 50 40 40 400 -10% 43.09 2.65% 52.50 45.58 46.2 £.1%|  (0.96)
SMH (under $34) Short 32.98 35 M 36 8 45 45 -8% 30.01 9.89% 37.80 33.61 32.0 9.4% 0.97
EWA (under $25.5) Short 23.74) 255 25 26 35 19 19 0% 23.20 2.33% 27.30 24.39 25.0 2.0% 0.05
XLB (under $39) Short 37.67] 395 38 41 6 6.0 11.0 -8% 34.31 9.81% 43.05 37.35 38.4 -2.9% 0.59
IWM (under $79.5) (half) |Short 78.42) 7975 79.5 80 35 200 200 -2% 71.03 10.40% 84.00 79.43 73.0 9.2% 1.16
IWM (under $79) (half)  [Short 78.42) B80.5 79.5 81.5 350|weekly -4% 71.03 10.40% 85.58 79.43 73.0 -10.3% 1.16
JJC (under §89) (half)  |Short 57.94) 59.5 59 60 0.14 0.1 03 -3% 5043 14.90% 63.00 55.68 54.0 -10.2% 1.59
YT Short 91.07) 935 925 94.5 065 065 07 -4% 84.85 7.33% 99.23 91.26 92.0 -1.6% 0.64
GDX Short 55.7 9 59 59 75 5.9 59 5% 55.28 0.80% 62.00 56.74 568.95 01%  (0.24)
TLT (half) Long 93.21) 895 89 a0 40|weekly 4% 96.05 -2.96% 84.55 91.66 95.0 58%  (1.20)
QQQQ (under $58, touch
of $57) (Hold) Short 54.65| &7.25 56.5 8 200|weekly 6% 50.88 7.41% £0.90 55.65 53.0 -5.0% 0.69
QQQQ (under $57, touch
of §59)(Held) Short 54.65 87 57 87 40 -4% 50.88 7.41% 50.85 55.65 53.0 -7.5% 0.69
EWA (under §25.75) Short 23.7 26.5 26 27 16|weekly -12% 23.20 2.33% 28.35 24.39 25.0 -6.0% 0.05
XLV Long 31.97] 3075 30.5 3 3 3% 30.37 5.28% 26.85 32.22 3.5 24%  (1.34)
XLE (under $75, touch of
§77) (Hold) Short 7 76.5 75 78 60|weekly -3% 51.40 23.77% 81.90 74.33 68.5 -11.7% 2.89
JJC {under $59) (half)  |Short 57.94] 5975 59.5 60 0.14 -3% 50.43 14.90% £3.00 55.68 54.0 -10.6% 1.59
XL Long 31.03]  30.5 30.25) 3078 45/15.0 1% 30.50 1.74% 2874 31.59 .5 -3.2%|)  (1.73)
XLP Long 28.98) 28.05 278 28.3 38 2% 27 81 4.22% 2641 29.22 29.3 -41%|  (1.67)
PQV Drawdown Minimisation factor -8.3%
PQV Test validated within 5 to 7% of asking




ETF’s Qualified this week for SD # - 2

e EWJ




EWJ- Weekly— 3 Year with 11 W /40 W SMA with RSI, CCI, MACD

|||. STTYR] B DELETTT BEET il

PN

Day Session
M Last
T High on 06/05/08
-+ Average
1 Low on 03/12/09
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Il SMAVG on Close(40) 10.2468
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EWJ - Daily — 3 Year with 11 W /40 W SMA with RSI, CCI, MACD

Day Session
M Last 10.10
T High on 02/18/11  11.63
-+ Average 10,0149
1 Low on 11/19/09 8.9911
Il SMAVG on Close(55) 11.1103
M SMAVG on Close(11) 10.7593

‘ M R5I on Close(14) 32.17 |

EWLY PR PTNATRYA AL

W CH(13) 53 23|

Signal on Close(9) -0.1268

Sep =~ Oct = Nov = Dec ' Jan = Feb = Mar ' Apr ' " Jul " Aug = Sep = Oct | Nov ' " Feb Mar
2009 2011

Ewl US: iShares MSCI Japan Index Fund G2  Daily 8/26/09 to 3/18/11 Copyright 2011 Bloomberg Finance L.P. 18-Mar-2011 10:05:23

M MACD on Close(12,26) -0.3078 \




EWJ Correlation Ratio Analysis with SPX — 365 days Time basis

Long EWI] Equity and Short SPX Index, Updated till 17 Mar 2011, LAST 365 TRADING DAYS ANALYSIS

-\4-55 T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T
Keeping 5PX Index Constant: Keeping EW] Equity Constant: I
CurrentPrices At+2 50, EW] Equity should be at 511.79 At+2 50, SPX Index should be at 5109072 |
-4 60 }
EWJ Equity = 510.1 At Av, EW] Eqguity should be at 511.18 At Av, 5PX Index should be at 51150.55
SPXIndex = 5127372 At-2 50, EW] Equity should be at 510.6 At-2 50, SPX Index should be at 51213 .66
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EWJ Correlation Ratio Analysis with SPX — Full Time basis

-4.40

Long EWJ Equity and Short SPX Index, Updated till 17 Mar 2011, FULL PERIOD ANALYSIS

CurrentPrices

Keeping SP¥ Index Constant:

At+2 50, EW] Equity should be at 513.31

HEEpinE EWI Equity Constant:

At+2 50, 5PX Index should be at 5966.84
450 EWI Equity = 510.1 At Av, EW] Equity should be at 511.85 At Ay 5PX Index should be at 51085.76
SP¥Index = 5 1273.72 At-2 5D, EW] Equity should be at 510.55 At-2 5D, S5PX Index should beat $1219.31
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EWJ — POV Analysis - Wkly

Although we hate to do backward looking indicators but here is a great academic example of EWJ at failed CZ / PQV test

imported from 2008 -2009
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EWJ - POV Analysis - Daily

As they say ....
PQV yet . Currently Traders Trading in / out !!!

[ LR

one has to be on Buy and Sell to make it work . ( Refer notes within the charts) , No signals for Buy CZ —

Ell) Diaily omng term CF imported fmm zmn.r 1711
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EWJ — Technical & Pattern Analysis ( Bigger Picture)

CZ to be advised later

NIKKEI 225 Index (Weekly)
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ETF’s Qualified this week for SD # 2

CZ-PLOTTED FOR

e XLE
e DBC
e SLV




XLE - Weekly— 3 Year with 11 W /40 W SMA with RSI, CCI, MACD

Day Session
M Last 76.00
T High on 05/22/08 87.1194
-+ Average 58.2605
L Low on 03/12/09 36.036
M SMAVG on Close(40) 61.8608
M 5MAVG on Close(11) 73.5786
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W MACD on Close(12,26) 4.8450
Signal on Close(9) 4.5006
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XLE - Daily = 3 Year with 11 W /40 W SMA with RSI, CCI, MACD

Day Session
M Last 76.00
T High on 03/07/11  79.22
-+ Average 58.5174
L Low on 07/01/10  48.1236
M SMAVG on Close(55) 73.2831
M SMAVG on Close(11) 76.1726
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XLE Correlation Ratio Analysis with SPX — 365 days Time basis

Long XLE Equity and Short SPX Index, Updated till 17 Mar 2011, LAST365 TRADING DAYS ANALYSIS

-2-55 T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T
Keeping SPX Index Constant: Keeping XLE Equity Constant: I
-2.70 A CurrentPrices At+2 50, ¥LE Equity should be at 572.61 At+2 50, SPX Index should be at 51333.14 |
XLE Equity = 576 At Av, ¥LE Equity should be at 565.52 At Av, SPX Index should be at 51477.47
575 SPXIndex = 5127372 At-2 50, ¥XLE Equity should be at $59.12 At-2 50, 5PX Index should be at 51637.43
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XLE Correlation Ratio Analysis with SPX = Full Time basis

-2.50

Long XLE Equity and Short SPX Index, Updated till 17 Mar 2011, FULL PERIOD ANALYSIS

-2.70

-2.60

Keeping 5PX Index Constant:

Keeping ¥LE Equity Constant:

CurrentPrices

At+2 50, XLE Equity should be at 579.02

At+2 50, 5PX Index should be at 51225.09

XLE Equity = S 76

At Av, XLE Equity should be at 566.55

Atfv, 5PX Index should be at 51454 63

SP¥Index= 5 1273.72

At-2 5D, ¥LE Equity should be at 556.05

At-2 5D, 5PX Index should be at $1727.16
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DBC = LT - Technical & Pattern Analysis
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XLE - POV Analysis

XLE — The CZ 76 — 78 , imported from way back 2008 dislocation proved its merit , On 4™ March it Triggered at 78 and
immediately dropped to 73. Our next decision point will be going back to 76 to 79 and test with 12 M shares and fail ( %2
position) and 2" half when Traded above 79 and close under 78 with 14 M for Trigger

Energy Select Sector SPDR (XLE) Monday, September 20, 2010 - Thursday, March 17, 2011
79.08- 20m
CZF camre from 2007, 2008 area —~ . — —
see the chart above — Ml :
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DBC- Weekly— 3 Year with 11 W / 40 W SMA with RSI, CCI, MACD

Day Session
M Last 29.55
T High on 07/03/08  45.9061
-+ Average 26.6401
1 Low on 03/05/09  17.94
W SMAVG on Close(40) 25.3092
M SMAVG on Close(11) 28.6682
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DBC - Daily — 3 Year with 11 W /40 W SMA with RSI, CCI, MACD

Day Session
M Last 29.55
T High on 03/07/11  30.67
-+ Average 24.3155
1 Low on 05/25/10  20.84
W 5MAVG on Close(55) 28.5913
M 5MAVG on Close(11) 29.6909
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DBC Correlation Ratio Analysis with SPX — 365 days Time basis

Long DBC Equity and Short SPX Index, Updated till 17 Mar 2011, LAST 365 TRADING DAYS ANALYSIS
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Keeping SPX Index Constant: Keeping DBC Equity Constant:
CurrentPrices At+2 50, DBC Equity should be at 529.11 At+2 50, 5PX Index should be at 51293 .04
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DBC Eguity = $ 29.55 AtAv, DBC Equity should be at 526.97 AtAv, 5PX Index should be at 5139549
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DBC Correlation Ratio Analysis with SPX — Full Time basis

-3.00

Long DBC Equity and Short SPX Index, Updated till 17 Mar 2011, FULL PERIOD ANALYSIS

Keeping SP¥ Index Constant:

CurrentPrices

At+2 50, DBC Equity should be at 540.2
320 - DBC Equity = § 29.55

HEEpinEDEC Equity Constant:
At+2 50, 5PX Index should be at 5936.29

At Av, DBC Equity should be at 528.73

SP¥Index = $1273.72

At Ay SPX Index should be at 51310.27

At-2 5D, DBC Equity should be at 520.53

-3.40 -+

At-2 5D, S5PX Index should be at $1833.64
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DBC = LT - Technical & Pattern Analysis
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DBC — POV Analysis

On bigger picture, we have reached the CZ with multiple price streams. ( refer last week’s chart) peak on bigger time
frame , which is quite meaningful. CZ 30-31 Trade above 31 and close below 30 volume 2.7 M for test

PowerShares DB Commodity ldx Trking Fund {DBC) Monday, September 20, 2010 - Thursday, March 17, 2011
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SLV- Weekly— 3 Year with 11 W /40 W SMA with RSI, CCI, MACD

Day Session
M Last 33511
T High on 03/10/11  35.78
-+ Average 17.3059
1 Low on 10/30/08 8.45
Il SMAVG on Close(40) 24.2286
M SMAVG on Close(11) 30.0742
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SLV - Daily — 3 Year with 11 W /40 W SMA with RSI, CCI, MACD

Day Session
M Last 33.511
T High on 03/07/11  35.78
-+ Average 20.5432
L Low on 08/27/09  13.83
Il 5MAVG on Close(55) 30.2908
M 5MAVG on Close(11) 34.4252
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SLV Correlation Ratio Analysis with SPX — 365 days Time basis

Long SLV Equity and Short SPX Index, Updated till 17 Mar 2011, LAST 365 TRADING DAYS ANALYSIS
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Keeping 5PX Index Constant: Keeping SLV Equity Constant:
CurrentPrices At+2 5D, 5LV Equity should be at $31.84 At+2 50, SPX Index should be at 513407
-3.40 1 .
SLV Equity = $ 33.51 AtAv, 5LV Equity should be at 52247 AtAv, 5PX Index should be at 51899.71
SP¥Index = 5127372 At-2 50, 5LV Equity should be at 515.86 At-2 50, 5PX Index should be at 5269181
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SLV Correlation Ratio Analysis with SPX — Full Time basis

Long SLV Equity and Short SPX Index, Updated till 17 Mar 2011, FULL PERIOD ANALYSIS

'3':”:' T T T T T T T
Keeping SP¥ Index Constant: Keeping 5LV Equity Constant:
-3.20 1 CurrentPrices At+2 5D, SLV Equity should be at $30.8 At+2 5D, SPX Index should be at $1385 .97
5LV Equity = 5 33.51 At Av, 5LV Equity should be at 517.35 At Ay 5PX Index should be at 52460.51
-3.40 ~ SPX Index = 5127372 At-2 5D, 5LV Equity should be at 59.77 At-2 5D, S5PX Index should be at 54368.14
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SLV = Daily - Price /Volume-
We have triggered POM 14 Re run on Gold and GDX , Although we think this will closely follow there is No signal yet.
Possibility of Terminal pattern here . Since ABC up is complete at 34.5 +/-.

CZ for this terminal pattern is 35 -36 with 25 M shares. Test and reject. If 3x3 volume picks up stay neutral . Stop above
37.

SLV Thursday, September 16, 2010 - Wednesday, March 16, 2011
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REFERENCE MATERIAL = Part Il ( Separate Attachment)
PREVIOUS PLOTS

CZ- PQV Validation list — ETF —=Sectors (Previously Triggered SD #2)
v PQV —CZ validated Sectors

Short
* QQQQ
v IWM
v EEM
v EWH
v' SMH
v EWA
v XLB
e XLE
v ' SLV
v JJC
v IYT
v ' GLD
v GDX
v SLV
Long

v JOF
o XLV
v TLT
e XLU
o XLP
e BBH




Short
DBC = LT - Technical & Pattern Analysis

On bigger picture, we have reached the CZ with multiple price streams indicated in Red, Blue, Green, & Yellow. We did not
show any break areas as it got too crowded.

RSI has reached at the value of previous peak on bigger time frame , which is quite meaningful. Certainly this market can
to a final parabolic move which will be a false break to upside if volume does not confirm but we will manage the risk with

stops on CZ

DB C (DB Commodities Tracking Index Fund) NS
10-har-2011 0 z0.654 HZ20.67 L 29.493
M RSI1g) FO.45
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DBC = LT - Technical & Pattern Analysis

On bigger picture, we have reached the CZ with multiple price streams. ( refer last week’s chart) peak on bigger time
frame , which is quite meaningful. CZ 30-31 Trade above 31 and close below 30 volume 2.7 M for test

PowerShares DB Commodity ldx Trking Fund {DBC) Monday, September 20, 2010 - Thursday, March 17, 2011
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— XLE - POV Analysis

XLE — The CZ 76 — 78 , imported from way back 2008 dislocation proved its merit , On 4™ March it Triggered at 78 and
immediately dropped to 73. Our next decision point will be going back to 76 to 79 and test with 12 M shares and fail ( ¥
position) and 2" half when Traded above 79 and close under 78 with 14 M for Trigger

Energy Select Sector SPDR (XLE) Monday, September 20, 2010 - Thursday, March 17, 2011
79.08- 20m
CZF camre from 2007, 2008 area —~ . — —
see the chart above — Ml :
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WM —

IWM- POM=LT - Price, Volume & Pattern Analysis - (CZ -POV = VALIDATED)

IWM met our bounce target of 83 one more time from last message and rejected, then the decline began .

Weekly test for ¥z position( CORE) - IWM should test with GREATER THAN 350 M ( weekly volume ) and close under 79 )
for e a good test. But hasn’t happened. We wait for next signal . We have been watching closely in CZ — PQV in Sector
Report

But on daily basis we have taken - the CZ For % position within 79.5-81.5 with 45 M failure. Volume on decline picked
up . This is good for intermediate term bearish Trade , our price target is 74

For Short term - Next Level should come in at price points 77.5to 79 and volume should come in above 125 M to get
continuation of bearish signal if not we would get a bounce . This will be short term Risk Management for excess capital
We will wait and see.




IWM- Price & Volume -

Struggling in CZ in spite of false breakout. Divergence plotted, if RSI close below 50 should have tough time to regain

momentum back . Target 74
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00000 -—=( No Signal) - Price , Volume & Pattern Analysis - ( MONITORING CZ -POV

QQQQ - PQV has validated yet and refrained us from stepping in from 52 .

We had this in our CZ - 57 -58 & failed from way back 2008 Jan breakdown area & 2008 highs of Sept . and test 57.25
with 200 M (weekly volume ) and close under 56, should be a good test. (voided)

On daily basis - Note — This actually failed at 58 on 3/rd March with 60 M shares v/s revised test of 100m , however due to
our Offsite visit we did not get the chance to calibrate inflection point , otherwise we would have nailed this, We missed it
but there is always another trade . Now we will wait for bounce for next decision point .




Q000 - Price & Volume -

Struggled in CZ in spite of false breakout. Divergence plotted, if RSl close below 50 should have tough time to regain
momentum back . Target 52
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1- GLD — Price / Volume ( Add $ 30 to GLD for Continuous contract)

GLD - Currently we are awaiting for POM 14 — Re Run Trigger in 137 -140 Area ( pink circled) . Having reached our bounce
target. Currently it is at inflection point with some patience game

For Failure - Based on current configuration we are looking for 12 M on test on volume and for Price to go to 141 and
close below 139 ( pink zone)

For Fake out - Go above 141 with 12M and trigger all the stops and then die on its track in 2-3 days. At higher price. But
confirmation will be delayed.

For Break out - This corresponds to on continuous contract ,GOLD - if the Volume picks up 300K towards and close
above 1435 then would begin ABC up . currently the volume has been at 180 k . Where Gold goes SLV , GDX will follow.

But usually GDX leads the metal higher . GDX is lagging quite a bit which is divergence. But we do not argue with Price &
Volume on GLD

We advise risk management with STOPS on other side of CZ Stops, ,




GLD —-CZ Mapping

SPDR Gold Shares (GLD) Thursday, September 09, 2010 - Tuesday, March 08, 201
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1- GDX = Price / Volume

GLD - Currently we are awaiting for POM 14 — Re Run Trigger in 60-62 Area (red marked above) . Having reached our
bounce target (red marked below) . This index is Top heavy and weak compared to GLD, this is kind of divergence.

For Failure - Based on current configuration we are looking for 7.5 M on test on volume and for Price to go to 62 and
close below 61

We advise risk management with STOPS on other side of CZ Stops ,

GDX Thursday, September 09, 2010 - Tuesday, March 08, 2011
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SLV = Daily - Price /Volume-
We have triggered POM 14 Re run on Gold and GDX , Although we think this will closely follow there is No signal yet.
Possibility of Terminal pattern here . Since ABC up is complete at 34.5 +/-.

CZ for this terminal pattern is 35 -36 with 25 M shares. Test and reject. If 3x3 volume picks up stay neutral . Stop above
37.

SLV Thursday, September 16, 2010 - Wednesday, March 16, 2011
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Copper (JJC) — POV Analysis

Our CZ 59-60 from 2008 cross current proved it merit and market stopped on its track.

After this current breakdown, now we are dealing with CZ 60-61.5 , the test volume should be 180k on the bounce

JIC Thursday, September 09, 2010 - Tuesday, March 08, 2011
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SMH — Price / Volume (No Change)

SMH came our test zone defined by May 08 and breakdown area of Jan 08 - CZ for SMH is 34 -36 and volume on test to
be 8M , this was triggered. On risk reward as always the stop on other side of CZ.

On weekly ( This week), the Volume test should fail, If we close below 34 on week and month, It should be another good
failure. (wkly volume 27m)
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SMH - POV Analysis (Daily)

SMH on daily basis, Although RSl is diverging bearishly , Price wise itits in CZ currently CZ 34 -36 and volume is
contracting , this might be a false break and need to come back to the range. Intermediate topping process.
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EEM -POM-=LT - Price, Volume & Pattern Analysis -

EEM double topped in CZ Area, tested the broken Trend line and validated PQV test in 47.5to 49.5. The CZ area is from
way back from 2008 Jan breakdown area & 2008 highs of Sept.

Struggled in CZ . Divergence plotted, if RSI close below 50 should have tough time to regain momentum back .
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YT - POV Analysis

ITY failed in CZ 92.5-94.5, Struggled in CZin spite of false breakout. Divergence plotted, if RSI close below 50 should
have tough time to regain momentum back . Target 86
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XLB = PQV Analysis

This has entered the CZ on 3x3 on light volume but after the pull back this area needs to be tested once again on lighter
volume For better Risk reward , first a sign of pull back on heavy volume and at least 6 - 8 m and then test of 38 — 41 with
3 M Shares for failure. But no signal yet, This will follow SPX closely on decline
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XLB = POV Analysis = SHORT TERM

This Bearish Wedge should be diffused first to 36 price if volume picks up 6-8 on the decline , then monitor the bounce
into CZ as stated above
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EWH- POM-=LT -Price, Volume & Pattern Analysis

Backdrop - as aworst case scenario EWH may test the Previous breakdown area of Dec 07 of 22 & Jan 08 at 21. We

don’t know yet it will get there or not in prices but ( This will be a better failure) , as this would depend on SPX failure. If

EWH gets to these price point, we may as well get SD # 2 and above, currently SD is at # 1.25
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EWH- POM - MT - Price, Volume & Pattern Analysis

The CZis 21- 22 and needs 5 M for test and price close below 21.5. That would Top , On risk reward as always the stop
on other side of CZ. If there is one final seasonality rally
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EWH - POM —=ST - Price, Volume & Pattern Analysis

There is a possibility, if SPX fails, then we look for EWH to enter is in this area of H & S ‘s CZ of 19.25 to 19.75 to fail, the
volume should comein at 4.5 M and close under 19.25 . On Shorter term, thereisaH & S Top is in place .
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EWH - Technical & Pattern Analysis & Price / Volume

On Daily charts , It is a Bearish Head and Shoulder pattern with volume confirming it as well on the secondary test .
RSI Diverging with at Head Level and has diverged at Shoulder level. Volume came out of this ETF on Sell side as
circled in Red . This a bearish Set up. If SPX putin a Top here, it might coincide with it this as well at Head &

Shoulder CZ might prove its merit .
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EWA — Wkly - Technical & Pattern Analysis & Price / Volume

The best Risk /reward would come in the CZ test of 26 -27 and test with 16 M weekly & close under 25.75 (weekly )
should be a good test. But if SPX declines this will follow.
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EWA — Short term - Technical & Pattern Analysis & Price / Volume

On premature basis , this area could very well be the top the CZ test of 26 — 26.5 and test with 3.5 M daily & close under
25.50 Daily should be a good test to initiate the position.
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Long
EWJ — POV Analysis - Wkly

Although we hate to do backward looking indicators but here is a great academic example of EWJ at failed CZ/ PQV test
imported from 2008 -2009
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As they say ....one has to be on Buy and Sell to make it work . ( Refer notes within the charts) , No signals for Buy CZ —

PQV yet . Currently Traders Trading in / out !!!
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NIKKEI 225 Index (Weekly)
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XLV — Technical & Pattern Analysis & Price / Volume

The CZ on bullish side 30.5to 31, the smaller head and shoulder within larger head and shoulder could
stop the pull back, Volume on test should be 3.0 M to reject the test. Stops always on other side of CZ,
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2—-30—-YR BOND = Technical Analysis.

Money is flowing back into bonds to create an upside reversal in our momentum reversal indicators.
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2—TLT- POM = ST - Price, Volume & Pattern Analysis

There is clearly a bullish setup here , After being effectively validated on PQV /CZ /POM 12 — Now it has established ABC
up with Inverse H& S bottom ( confirmed by volume) all these criteria being accomplished above 21 D and MACD triggered
on ST & MT basis.. Note — Inverse H & S has much higher probability if used in concert with CZ /PQV
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XLU- Price / Volume

e CONFLUENCE ZONE as potential area for a pull back
e Price between 30. 25 —30.75 and volume should come in below 4.5 M

LUtilities Select Sector SPDR (XLU) Thursday, July 08, 2010 - Friday, January 07, 2011
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XLP-= Price/Volume
e CONFLUENCE ZONE as potential area for a pull back
e Price between 27.80 —28.30 and volume should come in below 3.8 M

Consumer Staples Select Sector SPDR (XLP) Friday, January 02, 2010 - Friday, January 07, 2011
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Disclaimer : The information in this report has been taken from sources believed to be reliable but




SG Capital Research does not warrant its accuracy or completeness. Any opinions expressed
herein reflect our judgment at this date and are subject to change. This document is for private
circulation and for general information only. It is not intended as an offer or solicitation with respect
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