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NOVEMBER-DECEMBER ZOW STOCKS, INTEREST RATES, ENERGY, METALS AND FOREIGN EXCHANGE

One more leg up until a real correction?
Thus far we have gotten or are getting the shallow correction expected and now we await the next buying oppor-
tunity. In fact, we have not yet had any kind of reasonable selling opportunity and may not until February of 2010.

S&p 500 Index SPX Since the March 2009 low we have had two full
40 & 20-week cyde

occurrences of the important 20-week cycle. This
cycle typically turns the market down over 8% and
rarely does it have shallow corrections twice in a
row, given every second occurrence marks the
more important 40-week cycle. In July of 2009 we
had an approximately 8% correction and presently
we have both a 20 and 40-week cycle low due to
bottom by Thanksgiving. So far we have had a
minor decline of 5.5% . In the major market run up
in 2006 the market moved up until just prior to the
40-week cycle low. The correction was fast and
- furious with most of the downside coming in one
Techsignal ! : : : : : : : i session. The whole correction lasted approxi-
Feb-f6-05arﬁ;&ugpr-éa-ﬂaayémlgun-S'U-Dﬁgugféafugen-t‘m-ﬂg M'ng-i1-038071‘5701;”-{8-10 mately 2 weeks out of the 40-week cycle length.
This causes us to argue that the current sideways
slowdown in the current advance is not over and that we should see more downside. Our view is that we are going
through a pattern like we saw in July of 2009 when the market rallied hard into May and went sideways with a slight
upside bias until early July. This pattern produced three highs and lows prior to a resumption of the trend. With this
cycle we have seen the market rally late in September and now we have seen two highs and lows; again with an up-
side bias with one more high and low expected and that again argues for one more decline. This needs to be seen in
the light of the 24- and 40-month cycles which remain bullish until February. This will bring us to a period when a
larger correction is due. We talked in detail about these cycles in our last issue. This market advance is very strong
but it clearly is showing more counter trend corrections and that indicates some dissipation of strength, which is natu-
ral in a strong move. Thus we expect by December to put on one more leg up until the next real correction.

Domestic Equities: The only correction that we have seen is not a decline but a cessation of the advance. We
expect a bit more downside and then as stated above a rally. International equities remain bullish but it is time to be
very selective and buy only the higher relative strength issues.

Bonds: We have seen nothing to change our view on neutrality in bonds.

Energy: We remain slightly bearish on crude but don’t want to fight the US dollar trend, which is down.

Metals: The cycles were neutral but Gold has again made all time highs, which demands that we emphasize that
any decline in gold is an opportunity to accumulate the metal. This is not like 1980.

Foreign Exchange: The US dollar has tried to rally but has failed several times. It is now close to major support
and not likely to break it presently, but it can break this support, and will do so over the next year or two.
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