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Which way will the cycles go?

STOCKS, INTEREST RATES, ENERGY, METALS AND FOREIGN EXCHANGE

There are two competing cyclic forces. One is the 24-month cycle which is up and the other is the
40-week cycle which is down. The 40-week or 9-month cycle occurs a little under three times in one 24-
month cycle. This generally produces and inversion in the 9-month cycle as it did in March of 2009 when
this cycle made two lows in a row instead of alternating between a low and a high, In short the Novem-
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ber low was followed 4 months
later by another low and not a
high. It now calls for a short-term
high as the 40 and 24-month cy-
cles are positive. How strong will
the 9-month cycle decline be?
Rarely have the corrections of the
9-month cycle been deep, much
more like the correction in mid
2007. Reviewing the (30) 24
month rallies since World War 11,
there have been no deep 9-month
corrections. Therefore we expect
a shallow correction this year and
then the rally to begin around

Thanksgiving.

The expected correction, albeit weak, will have its strongest downside over the first two weeks of
October. The 10 and 20-week cycles also bottom over the next 6 weeks: first the 10-week and then the
20-week after the end of October. These both last bottomed in July and we had a very flat correction due
to the strength of the rally off the oversold conditions of March 2009. We are no longer oversold.

Domestic Equities: We now expect the markets, as stated above, to correct. We still are looking at
inverse ETFs but a shallow correction will not produce many profits. It is time to look at picking some
stocks for the next rally. International Equities: We are more bullish on International equities then do-
mestic, but again, we want to begin to accumulate over the next several weeks. Bonds: We remain neu-
tral on bonds. Energy: We are short-term bearish on crude, but we remain in a tight range. Metals:
The cycles are neutral in the metals but we feel it is a time to accumulate longer-term positions on the
long side. Foreign Exchange: The US dollar base on the 15-week cycle should rally, but overhead re-
sistance is strong. We don’t expect anything but a trading range. The Finex index should not get above

82, which is a ways away.
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