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Sector Analysis

Analysis includes “Technical Pattern Recognition, Price & Volume Analysis, Correlation Analysis. We have picked up
charts that have some distinct characteristics and values as the pattern gets completed based on our assessment:

e Attached is Chart list & Charts below
e Selected Sector may have (1) up to (7) Analytic Charts as Titled below

SETUP charts Weekly — 3 Year with RSI, CCI, MACD (11 W /40 W ) SMA
SETUP charts Daily — 3 Year with RSI, CCIl, MACD (11D / 55D) SMA
Technical & Pattern Analysis & Price / volume Analysis

Correlation Ratio Analysis with SPX by Trend time Basis

Correlation Ratio Analysis with SPX by 365 days Basis

Trend Reversion Analysis — Long Trend Chart

Trend Reversion Analysis (( Inflation Adjusted) — Long Trend Chart
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The highlighted Charts above have special situation for the specific Commodity highlighted in the list below




Sector List

Commodity

GOLD/GLD
GDX

OIL

SLV

DBB




GOLD /GLD

POM criteria for Implementation on “GOLD —=in Bull Market”

Gold is in Bull market and has different Criteria for POM’s then SPX ( Bear Market)
Its tough to get POM 15 in Bull markets and get NET Short in such market

Criteria for POM 15 in Bull market

Price to extend 10 % above POM 14
. Price to extend 15 to 20% above 34 W MA

1
2
3. Final price exhaustion to take place on 3 Drives to the Top and Double top to it (Inverse Hyperbolic flagpost)
4. Sentiment to Extremes on Intermediate term

Now the other POM — Bull Market criteria are:

« _POM 15is for Net Short ( Rare event)
« POM 14- & Re Runs is for Partial Hedge on Long position and/ or Stop New Buys of Bull market

+ POM 13, Neutral Signal for Risk Management suggests, Unlock the Hedges on the short side executed at POM 14,15
« POM 12 or POM 11 levels initiate New buys.

Market Insights

e Since early 2008 , GOLD move was subjected to POM 14 almost 7 times with average extension of 4% as it is a
volatile market, the least extension was 1% and the worst extension _was 9% in Dec of 2009, each time it rallied past
5% extension we had a nasty correction ( See the GOLD v/s POM CHART Below for extensions) .

e Currently we are 1% extended from Primary POM 14 (in April) @ 1260 and Extended 2.8% from the POM 14 Re- Run
@ 1235.




GOLD - POM - Conclusion
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GOLD ( Pull back case)

Our Initial POM 14 on this trend was at 1260 area in April and then we quickly retraces back to POM 13 July end at 1170. Since
then we had POM 14 re Run at 1235 Mid Aug. After that market have been extended to 1275 ( by 40 points, 2.8%)

On_upside - Currently we have tested 1260 area 3 times and each time the volume as indicated in Blue line 9 chart 1) has shrunk
drastically and price failed on top side . It shows weakness on potential upside break . This has a Triple Top which is bearish. Two
chart below also Indicates the divergence in Money flow at this top levels.

Past few days We came off the top with 25 points to 1240 as first pull back and volume picked up on downside and now rally back
on lighter volume to double top.

Extreme case - If that extension happens 5% to worst case 9%. We don’t believe it will be ABC up and rise and fall will be
quick . With triangular top. We have shown Price Projection and Wave charts below and the Volume is not lining up for
new ABC up. ( See the commentary in Bullish case below)

On the downside we are looking for the previous lows at 1170 ( Indicated in RED Circle). This has the High volume reversal ,
Which needs a test before market moving for any meaning rally . At that price point we could get POM 13 potentially at that level.
Incidentally this is also top of the Poly trend indicated in chart 2 below

Beyond that we do not want project anything on the downside till we see how it reacts at 1170. Although we have a view on
it . The bigger picture Bull market is still in tact




GOLD = Chart 1 — Pull back case — Price and Volume

PRICE PATH FROM LAST WEEK - First pull back never stays , GOLD pulled back to 1240 and then rallied to
marginally exceed the double top 1270. The move is not conformed by Volume on Daily and weekly basis
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GOLD - LONG TERM PRICE PROJECTIONS — Historical out of 6 Levels of Bull market 5 completed

Extension on this run can take a lot of energy out of this market.
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GOLD = INETRMIDATE TERM PRICE PROJECTIONS — 100% MOVE OF THE MOVE IN TREND — Usually is

“Time out” if not conformed by volume. Even if one is bullish, the market needs to move side ways first to break through
the highs for another ABC up
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1- GOLD - Weekly— 3 Year with RSI, CCI, MACD
(11 W/40W SMA)
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GOLD - Daily — 3 Year with RSI, CCI, MACD

(11D / 55D)
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GOLD = Technical & Pattern Analysis & Price / Volume POM’s

For our previous POM signals announced ( See below notes in chart) . Currently we have a double top & Break on lighter
volume. Just hard to see a real breakout . ( See below for volume study) Blue areas are confluence zone.
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GOLD - Technical & Pattern Analysis

The longer term picture in gold remains very bullish. However, there may be a retracement in Gold near current prices. The weekly
chart of GLD . It appears in June GLD finished an Wave 5 from the October 08 low. What is expected from the June high is an
Wave 2 consolidation that may last into October or November. Normally wave 2 Consolidation retrace back to Wave 4 low which
comes in near 1080 range. But first stop looks to be 1160

Also notice that A “Rising Wedge” formed that started from the Wave 4 low. Rising Wedges Have downside target to where they
began and in this case it the Wave 4 low near 1080 range again.

The weekly MACD and RSI are both showing significant divergences. Once this potential Wave 2 pull back is completed then larger
degree Wave 3 starts up which will also break into a five count and which is normally much stronger then larger degree Wave 1.

If this pull back to near first 1160 and then 1080 on GLD come as expected then one of the stronger Wave 3 rally will start that will
take gold to new all time highs. This strong rally could start in October or November.

Currently we focus on volume declining on break of previous high and first potential target is 1170. Back to where we had
our previous POM 13

The Commercials Gold Producers are in a net short position of 298K contracts and previous times they have been this
short the Gold market was near a high. Once this potential Wave 2 pull back is completed then larger degree Wave 3 starts
up which will break to new highs and normally be much stronger then larger degree Wave 1. ( see chart below)
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1- GOLD = Correlation

Ratio Analysis with SPX — 365 days Time basis

Long SPX Index and Short GOLDS Comdty, Updated till 13 Sep 2010

4.00
Keeping GOLDS Comdty Constant: Keeping SPX Index Constant:
Current Prices At+250, 5PX Index should be at5 57374.7 At+2 50, GOLDS Comdty should be at 5 24.36
2 90 SP¥ Index= $11219%9 At Av, 5PY Index should be at 5 46615.84 At Av, GOLDS Comdty should be at 5 29.98
GOLDS Comdty = 5 12456 At-25D, 5P¥ Index should be at 5 37874.47 At-25D, GOLDS Comdty should be at 5369
=250 48
3.80
M’LM s
Ly
370
[ Ay 374
.60 41 \\N W
M .W/\J\\ =150 33.7
350 1 I I'u W
Ratic,32.46
-250,30
340 A
330 T T T T 1 1 1 1 1 1 1 1 1 1 1 1 T
(=] (o] ()] ] (=] (o] (=] (o] (=] L ] o] o] ] o] ] o] L ] o]
=2 7 =2 < = < =< =< 2 - - - - i - = - -
= & = = an o hw] E o = o = = = [ = [ =
= = 3 = I o o = & = F = =3 = E = E: 3
LnRatio Average — 2 5D —1 5D —-1 5D — -2 5D

06

52

41




2- GOLD - Trend Reversion Analysis —Long Term

GOLDLNPM Index
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3- GOLD - Trend Reversion Analysis —Long Term — Inflation Adjusted

Inflation adj Gold Price ($/ounce)
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GOLD — Chart 2 =Bullish case

Break above 1265 - If this has to happen , GOLD needs to follow similar to SPX at 1231 except in SPX RSI and Bollinger does
matter

e Burst through the Neckline of 1265 with SIGN OF STRENGHT (SOS) , with daily volume of 18 MM shares or over at
approach point and Weekly close in the same week above 1265 with 45 MM volume

e GDXneeds to lead to confirm the breakout along with GOLD

o If the volume doesn’t not accompany and price does, it could move along with Flag post / Inverse hyperbolic move very
quickly up and then smashing down ( See the chart 2 below). This will require quick finger and it will take the energy out of
Bull market . Similar to 06 April GOLD 550 to 700 and back to 550 and 08 Jan from 800 to 980 back to 700. The
consolidation last for almost 12 to 15 months ( Both those breakouts where on 40% lighter volume)

e Historical worst case Extension from POM 14 has been 8% , if we assume that will take us to 1330 with Triangular

top but Quick




GOLD — Chart 2 = Bullish case - Flag post / Inverse hyperbolic move
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Sentiments - still not overly bullish as much as it should but in Triangular top formation that can
change easy

PUBLIC OPINION — GOLD September 14, 2010
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1- GDX - Weekly— 3 Year with RSI, CCI, MACD
(11 W/40 W SMA)
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2- GDX - Daily — 3 Year with RSI, CCI, MACD
(11D / 55D)
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3- GDX = Technical & Pattern Analysis & Price / Volume

In the short term there may be a retracement in Gold stocks with a retracement in the general stock market that we have
been expecting. To break through the current level , we need to do so on much higher volume with Sign of strength and
high volume.

Bearish Divergence in Money flow in Multiple time frame
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1- GDX = Technical & Pattern Analysis & Price / Volume ( See the chart below)

There is a good possibility that GDX could pull back to the blue uptrend line drawn on the chart which come in near 48 and rising.

If

GDX can hold this trend line on pull backs it would be a very bullish sign. This condition would imply on the next rally in GDX, it
would have enough strength to break through the Neckline (near 54) . Gold may find support near 1150 our first confluence zone.
When we get to 1150 first. We will know if wants to go to 1080 . The longer term picture in gold remain very bullish. For now it
needs to be jumped with a Sign of Strength (SOS) (big jump in volume with wide price move). So far the volume is not expanding
to the degree we would like to see to give confirmation. ( See the chart and below)
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1- GDX = Correlation Ratio Analysis with SPX — 365 days Time basis

Long 5PX Index and Short GOM Index, Updated till 13 Sep 2010
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2- GDX = Trend Reversion Analysis —Long Term — Adj R Sqg is below our bench mark of
70%

GDM Index Price from 1993 to 10 Sep 2010
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1- OIL - Weekly— 3 Year with RSI, CCI, MACD
(11 W/40 W SMA)
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OIL - Dail

— 3 Year with RSI, CCI, MACD
(11D / 55D)
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M SMAVG on Close(11) 74.7245

W ACD on Close(12,26) -0.2813
Signal on Close(9)  -0.7266

B CMCT (13) 208.37
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2- OIL — Technical & Pattern Analysis & Price / Volume

On 12™ August — Along with the currency Inflection points, Oil had PEC D/ POM 12. @ 82 , This was a intermediate term ,

Since then its retraced quite a bit , then bounced from the 61% retracement level that we highlighted last week at $71- 72 level

for a short term move to $ 77
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2- OIL — Technical & Pattern Analysis & Price / Volume

Breaking the trendline and now resting it from underneath and the 2 SMA’S . these short term bounces will happen after a
decline from PEC D at 82 . Oil and stocks seems to be moving together ( See the window below)

Wl £ WTLC (Draily] 75. 28
—1A(50]) 76.7 4
—MAZO0) 77,77 4

o' clurne undaf
= EMALED un-:leEJ
. ety

1 200
1150

1100
1050

21,43 70,05

E7.15

846

— YT s ?D sily] Fa.5 4

ol and stechks mMmowinog together

e 2= B _L_I::l-ii 1 110412

: Ida'!.-

fan

S5
S
=L
a2
S0

ulad

g=i=
g=]u
75

F 0




2. OIL — Correlation Ratio Analysis with SPX — 365 days Time basis

Long SPX Index and Short USCRWTIC Index, Updated till 13 Sep 2010

Keeping USCRWTIC Index Constant: Keeping SPX Index Constant:
300 - Current Prices Ar+25D0, SPY Index should be ats 1265.03 Ar+25D, USCRWTIC Index should be at s 68.46
SP¥Index= 511219 At Av, SPX Index should be at 5 1121.22 At Ay, USCRWTIC Index should be at 5 77.24
USCRWTIC Index= 577.19 Ar-25D0, SPX Index should be at 5 983,75 At-250, USCRWTIC Index should be at & B7.14
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3-OIL — Trend Reversion Analysis —Long Term - Ad| R Sqg is below our bench mark of
70%

USCRWTIC Index

1000 -
- Px =76.45
CAGR of the trend is 4.94% p.a
R Sq Adj is 48% UL = 108.31
Half UL = 81.23
Trend = 54.16
Half LL = 40.62
LL = 27.08
100 -
10




3-OIlL — Trend Reversion Analysis — Long Term — Inflation Adjusted

Oil price ($/Barrel)

120.00

Historically oil price tends to get
support at -1STDEV and resistance
around +2STDEV
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1- SILVER - Weekly— 3 Year with RSI, CCI, MACD
(11 W/40 W SMA)

M Last 20.0425
T High on 03/17/08  21.3550
-+ Average 15.4697
1 Low on 11/03/08 8.4587

SMAVG on Close(40) 17.8727
M SMAVG on Close(11) 18.4995
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W MACD on Close(12,26) 0.4741
Signal on Close(9)  0.3491
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SILVER - Dail

— 3 Year with RSI, CCI, MACD
(11D / 55D)

M Last 20.1725
T High on 09/13/10  20.1900
-+ Average 17.5791
1l Low on 08/19/09  13.4950
SMAVG on Close(55) 18.4871
M SMAVG on Close(11) 19.7790

M MACD-on Close(12.26) 0.4017
Signal on Close(9) 0.3979
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2. SILVER — Trend Reversion Analysis —Long Term

SILV Commodity

100 -

CAGR ofthe trend is 1.62% p.a
R Sq Adj is 12%

UL =600
L HalfUl=t274
Trend = 8.49
Half LL = 6.37
LL=4.25
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1- DBB- Weekly — 3 Year with RSI, CCI, MACD
(11 W/40 W SMA)

M Last 180.81
T High on 05/19/08  319.63
-+ Average 182.49
1 Low on 11/24/08 65.39
SMAVG on Close(40) 171.7207
M SMAVG on Close(11) 166.1544
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2- DBB- Daily — 3 Year with RSI, CCI, MACD
(11D / 55D)

M Last 180.81

T High on 04/06/10  199.09

-+ Average 1467.68

1l Low on 08/19/09  138.41
SMAVG on Close(55) 165.3375

M SMAVG on Close(11) 173.1833
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3- DBB = Correlation Ratio Analysis with SPX = 365 days Time basis

215

2.10

Long SPX Index and Short S5METL Index, Updated till 13 Sep 2010

Keeping S5METL Index Constant:

Keeping SPX Index Constant:

Current Prices

At=2 50, 5PX Index should be at5 1328 49

At+25D, S5METL Index should be at S 152.65

SP¥Index= 511219

At Ay, SPX Index should be at 5 1209.11

At Av, SSMETL Index should be ats 167.77

SSMETL Index = $ 180.81

At-2 5D, SPX Index should be at 5 1100.45

At-2 50, SSMETL Index should be at 5 184 33
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4- DBB — Trend Reversion Analysis —Long Term - Ad| R Sg is below our bench mark of
70%

S5METL Index Price from 1989 to 10 Sep 2010

1000 A

CAGR of trend is 4.02% p.a.
Adj R-Sq is 49%

UL=337.77
1/2 UL=253.33
Px=177.35
Trend = 168.89
1/2LL=126.66
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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
to the purchase or sale of any security or as personalized investment advice. SG Capital
Research or its Author does not assume any liability for any loss which may result from the reliance
by any person or persons upon any such information or opinions. These views are given without
responsibility on the part of SG Capital Research or its officials. No part of this report may be
reproduced in any manner as Author reserves the distribution rights. Under Copyright 2002 Act: It is
a violation of federal copyright and imposes liability for such infringement.




