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Is it still a Bear market rally?

The rally out paced our cycles this last month. We have felt that this current rally was a bear market rally but
now that the current rally has risen to almost 40% it is harder and harder to make the statement that this is a bear
market rally. But there are other issues. In 2002-2003 we had two significant rallies: one was a 25% rally and the
other 24%, significantly less than the current rally. The facile definition of a bull market rally is a rally of more

than 20%. | add one more

dimension. It must structur-
= ally be a bull market. In
' 1932 the market rallied
from around 40 on the
Dow to 187, which is
300% plus rally. I do not
think the structure was
bullish. Nor do I think the
rallies 1n 2002 there were
bull market rallies. Struc-
ture can be a vague term
but what I mean is that
what caused the bear mar-
ket has been mostly re-

: : : : : . : : : : : solved. In 1987 the selling
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pressure ended and we had
a bull market. In 2002-2003 we saw many of issues that brought the market down begin to be resolved in mid 2003
but not 2002. The tech bubble was no longer a bubble and 9/11 was over. In other words we got back to normal. In
1932 nothing had been resolved and we did not get back to normal and that brings us back to 2009. We have not
resolved anything yet. In fact we are in the middle of the biggest change in governmental change since the 1930s
and that structure was bearish. In essence | consider this rally a bear market rally because the economic woes have
not been resolved nor healed and are not likely to be this year. If anything they are being made more complicated
by government interference. This is real change but not the kind I can believe in. Equities: The market is turning
down toward the 10-week half cycle projection which is bearish and could give a projection as low as 770 basis
the S&P 500 Cash. We still are recommending ETFs, like SSO, but we will be also recommending individual
stocks. For those wanting information on half cycle projections call the Foundation. Bonds: We remain negative
on bond prices. We expect a choppy market. Energy: The important 15-week cycle continues up but we believe
this is a large trading range. The ceiling is near 70 and the floor near 40.. Metals: Gold is completing its 15-week
cycle high and will turn bearish.. Foreign Exchange: The 15-week cycle in the US dollar is now turning up and
should rally into mid June.
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Daily US Dollar
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