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Is this the expected retest? 
The rally fizzled a bit early. The major question is whether this is the expected retest or will it come 

later? In the last 35 years, every significant low such as 1974, 1982, 1987, 2002 has had a price low and a 
retest at least a month or two 
later. 2002 had two retests. The 
average time between the first 
low and the retest is just under 3 
months and the shortest amount 
of time was a mere five weeks. 
Thus from a timing point of 
view this could well be the re-
test and on at least one occasion 
the retest made a lower low. 
This of course assumes Novem-
ber was indeed the first low. I 
believe that the low in Novem-
ber was the first low and it is 
now likely that we are in the 
midst of the retest. The question 
is whether the November low 

will hold. The accompanying chart shows the 24 and 40-month cycles and this argues for a December 
low and it is likely we are in a bottoming process; but this does not mean we are now ready for a bull 
market. The 2002/2003 lows are instructive. In July of 2002 we had the first low and then a retest in Oc-
tober and then finally yet another retest in March of 2003, nearly 8 months later. We favor this scenario. 
In addition there is a better than even chance that we will again return to a market like the 1970s.   Equi-
ties: We are looking now for a tradable low by month end but do not expect an explosive long lasting 
rally. We must remain nibble and recommend as much diversity as possible and favor index ETFs.  
Bonds: We believe a top is in and remain bearish We are not enthused about the bond market and con-
tinue to believe one must be careful on the short side of treasuries due the economic activity. Energy: 
The dominant 15-week cycle has bottomed and we expect energy to rally but without conviction due to 
the high inventories. Metals Gold is strong and has slightly decoupled from the US dollar but this will 
not last for too long. It is more a statement about world economic activity. The dominant 15-week cycle 
is now down but we expect a trading range. If gold is to make another run it must do it in the first quarter 
or else the high is in.  Foreign Exchange: The US dollar is again on a tear as the 15-week cycle in up. It 
is not accidental that the 15-week cycle is so significant in the US dollar, crude and gold. These series 
move in tandem and even when there are anomalies they always come back. The US dollar is the benefi-
ciary of the rest of the world economies and are worse than the US economy, albeit hard to believe. 
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