Inter-market Technical Analysis fDecember 6, 200¢

.TRADE

overcoming stock market fears zc«#

Weekly Inter-market Technical Report

Summary Comments

TenYear NotesNote prices pulled back/retraced as expected, working off an overboaghtlitions and now
have pulled back into key support ket¢ to watch.

S&P 500The S&P 500 fell 2 points shy of testing the 1,121 50% retracement level, which is the line in the sand tc
watch to be bullishdbove) or bearish (beneath). Look at lower timeframe charts for upcoming targets.

Gold: The headline news fra last week was on gold's sudden (though not unexpected) fall. Watch $1,150 for a
possible bounce, but iio bounce can materialize, target $1,100 and if beneath that, then $1,000.

Crude Oil:.Crude Oil stilfemains difficult to call, as it is in a type of trading range, though $80 is the clear 'line in
the sand' betwen bull and bear, and take a particular look at the broken support on the daily chart currently.

US Dollar IndexThe Dollar surged on Friday, threatening to reverse (at least temporarily) its downtrend, which
would be cafirmed with a solicclose aboves76 and especially $77.

Remember, a DECLINING Dollar (Index) is BULLIS#ddks and Commodities and is BEARISH for Bond Prices
A RISING Dollar (Index) is BEARISH for Stocks and Commodities and is BULLISH for Bond Prices.

Yields generally follow in the direction of the stock market and are always inverse bond/note prices.
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10-Year Treasury Note{$USTz Price)

Monthly
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Note pricespulled back as expected after working off an overbought and overextended condition (as mentioned in last
week's report).

More details on the lower timeframes, but on the monthly structure frame, watch $118.00 (20 month feMuitial

support, and note the rising trendline that will take us to the $117.50 area. The 50 month EMA resides at the $115 leve
and the 38.2% Fibonacci retracement lies at $116.50. Watoh thiése for initial support levels, and if they are broken,
short-term traders can play for a move down to the next expected level of support, but until paerwise with a

move under$115, the trend and moving average structure on the monthly frame remains to the upside.
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Weekly

$UST (10-Year US Tressury Mote Price (EQDT) INDX @ StockCharts.com
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We see that pricéailed to hold a tiny breakout above the $121 level as initial resistance. For now, the 38.2%
retracement fran the June 2007 lows to the December 2008 highs rests at $12M@4his area held as resistance (it
was also the upper Bolljer Band).

Abearishengulfingcandleformed at this resistance level (see prior highs in March 2008 and September 2008 as price
could not overcome this barrier thegither). Thus, the $121 area is the critical 'line in the sand' for determining
whether or not to enter to play for higher mes, or treat it as suppband exit longs/consider shorts at this level.

For now, the weekly 20 and 50 EMASs converge at the $118.75 level, so any move under that would likely send price to
$117.50 ateast (prior support and 50% Fibonacci) and breaking beneath that would send price@®dh4t 50 most
likely.
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Daily

$UST (10-Year US Tressury Mote Price (EQDT) INDX @ StockCharts.com
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Bond prices on the X¥ear Notes appear now to be forming a rising trend channel instead of the original rectangle
consolidationas previously expected. The upper boundary remains $121 while the currisirly trendline lower
boundary exists at $118.

Beneath that, we have prior price support from the September and October lows at the $117 level, and any move unde
$117 wouldikely trigger a fall back to challenge $115.

However, any move above $121 would clear the way for a breakout (possible steowly tnove higer. Watch these
boundaries as price is expected to trade within them.

For the short term move, watch to see if price supports at the recent fall back to $119, which was the expected play
from last week's report which has hékceededits shortterm target.
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TLT (iShares Barclays 20+ Year Treasury Bond Fund (Lek) iShares) NYSE @ StockCharts.com
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For those trading borg] the TLT is most often the choice of those swing trading or hedging with bonds.

It would appear that a possible bearish head and shoulders has formed since Septettibére head at $100 and
neckline at $92. Thisould mean that if price broke beneath the $92 level seonfailed to support on it within the

next week- then the lower prce target would beéhe $84 level, which is $92 minus $8. | would suspect we could see a
possible bounce or attemptt@dupport at the prior swingpws of $89 and $86.

There is an upper trendline that exists at $97.

The bottom line ighat price remains in a trading range/contraction, so trade within those boundaries and be ready to
position(entry or exit) on any break of the established range.

Any sudden move above $97 should target $100 at a minimum though any downside breakhb®®2 should target
$89, $86, or $84@pending on how aggressive sellers are.
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US S&P 500 ($SPX)

Monthly

$SPX (SEP 500 Large Cap Indes) INDE @ StockCharts.com
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The S&P 500 has come two points under testing the major overhead resistance level at 1,121 which is the 50% Fibong
retracemert of the entire bear market. Any move above this level would likely trigger sloatring which would result

in an upwardourg suddenly, and any move above 1,188e 50 month EMAwould similarly trigger more upside
momentum that could carry quickip 1,200.

Until that happens, the odds favor that resistance will hold and price will correct dowdsviieom this level.This level is
very important to watch, because it provides two opportunitighe widespread expectation is for a dowmove offthis
level, so that callfor a shortsale with a tight stop above 1,125, and if price does rise above 1,125, then odds iften sh
to favor further upside as shogellers will be covering their positions (hitting stop losses) which will triggee upsde
momentum that you can profit from as the 'line in the sandbuld be broken for the sellers.

If you don't usually watch the S&P 5@0you are more of a commodity trader, perhapgdpu should watch it very
closelythis week, a all markets will be affected by a potential turn down in stocks here... and similarly by a continued
and 'unexpeatd' rise in stock prices above this critical boundary area.
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Weekly

$SPX (S&P 500 Large Cap Index) INDX @ StockCharts.com
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| say odds favor downside action from here because préseretraced into overhead resistance at the upper Bollinger
Band, forning two prior weeks of 'upper shadows' (candles) at the 50% "Bear Market" Fibonacci retracement level of
1,121. Price has dors® on a distinct and obvious negative volume divergence along with a negative momentum
divergence- this all adds up to a bealigicture where the bulls mustvercome all this evidence with further
demand/buying to overcome the bears/sellers shortingtege levels... or buyers taking profits who bought at lower
levels.

For now, the move down could bermained to the 1,050 (20 EMA) level or even thelDd,evel, but any move under
1,000would be a strong and obvious ssignal to market participants that the move down was deeper than expected

For now, shorting here is an aggressive maneuver with a stop above 1,125, while waiting for a breakdown under 1,000
to shortwould be a conservative maneuver (it's difficult to fade strongrepds while price is above key ENJAs
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Daily:

$SPX (S&P 500 Large Cap Index) INDX @ StockCharts.com
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The daily chart shows a regting pattern to prices at key swing highs since the July lows. The current swing has lasted
longerthan the four other 'topping' swings and so far has supported each time to timg 128 period EMA, currently at

the 1,095 leel. Volume declined into the Thanksgiving holiday, but has since returned this week, however the 3/10
oscillator has been onrearterm downtrend and forming negative momentum divergence since theMudember

peak. That's not to say price is 'requireafall - look back at early August for a similar pattern that produced only a
quick, two-day retracement instead of a full tnel reversal divergences hint at retracements ahead, though many
reversals are preceded by divergences, especially fswitigdivergences.

The key levels to watch and trade would be any break above 1,121 to produce at leastt@shdytirst higher due to
short-sellers taking stop losses at those levels to target 1,150 at a minimum, and any move abovehbd/fideach
1,200. However, angreakdown beneath the rising 20 EMA at 1,095 would likely produce a move back t0 B/ at
1,080... and any move under 1,08@uld be expectedd target the prior swing lows dt,030. Remember, price is in an
uptrend, so any down move would be considered to be a 'retracemetit’ prior support was brken. Any move under
1,020 and especially 1,000 would argue in favor of a price/trend reversal to target the 880 level ahamini
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$SPX (S&P 500 Large Cap Index) INDX @ StockCharts.com
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We shoull have better clues as to the next likely move in price early next veled current trend channelare broken
- bullishly above 1,120 (so far, any move above 1,110 has produced dt&ull as bulls did not continue to buy to
sustain the breakoQgtor bearishly under 1,085.

There is a distinct negative momentum divergence that has formed on each new 2009 pricthisdd NOT the picture
of strengh right now.

Shortterm odds favor a downside move at least to 1,085, but ANY upside afmxe 1,12would realt in what | call
"Popped Stops" whichin part- has happened on the prior three pushes above the upper trendline (short

covering/stort squeeze).That's bearish because it is evidence prices are being artificially pushed higher by the sellers
stopping out (ceating 'demand’) rather than buyers stepping in to buy (‘'demand’). So, the 'demand' has come from the
sellers. To keepricesrising, buyers are going to have to step in here, or else price will fall.
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Some of you wrote thiayou enjoyed me showing the "Commitments of Traders" indicatdramle Station, and it is
giving the same signal it did last time.

The Green Line reflects the "Professionals" while Blue reflects "Commercials/He@eras useful to us) and the Red
Line refects the "Public" or what is 'left over' in terms of outstanding contracts for those who are not required to
declare their pogions (resulting in this data).

Remember, we can track exactly how many futures contracts are outstanding, anegbit seeks to categorize them.
How do we interpet this?

The "Public" is net short 214,085 contracts while the "Professionals” (large speculators) are net long 161,487. | don't
have toremind you that historically- the professionals are right and the public is wremgse in point, with the

exception of arequal reading' in late August, the Professionals have been net long the market through the whole rally
(even before the March@?9 bottom) while the public has been and remains net short.

This tells us that the public has beeim essence shating all the way up while the professionals have been getting net
long

The implication is that, as long as this reality continues, the uptrend should continue higher, busting through overhead
resistance levels as short positions are coverékhis type of analysis speaks more to the 'reality’ of the market in terms
of supply and demand, det's see if the 'signalé’om the CoT data camue to push the market highetespite all the

bearish indicators/chart data we are seeing.
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Gold

Monthly
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The big news this week came from Gold, losihgne point $60 intradayriday and $50 overnight during the
Thanksgiving holiday. That underscores the risk inheremblaling long a grossly overextgded market that has
reached price pattern targets. Declines come suddenly.

For now, look back at the early 2006 peak and the ed&i3B2eak to show the last two times the Gold market prices
went 'too far, too fast' and then pulled back for the rest of the year. We could be seeing thespagipeat as 2010
begins. What you'rseeing now for December's candle is just under 5 days of data, so we can't officially call it a
shooting star monthly candle ubfor now, the signal is bearish as price is overextended on a negative momentum
divergence after avave impulse (the alterrive count places us in WaW). This isn't to say that gold is going to
collapse, but it is to say that odds as we interptegrh now favor at least a reicement/pullbacko the 1000 levelover
the next few weeks/months to workff the overbought condition.

Otherwise, thdongterm trend is clearly higher and it's rare to find a gold bigethe world right now.
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Weekly

I'm showing again the chart | showed last week which argued for a correction down in gold this week because overhea
price targes - namely the $1,175/$1,200 target from the 2009 symmetrical triangle have been hit.

Unlike the monthly candle which will take all of December to form, the bearish shooting star above the upper Bollinger
Band on he weekly chart is permanent ames give a high probability sell sigttadt favors a pullback at least to

$1,050 over the next few weeks. See March 2008, July 2008, and March 2009 for the lagtrit@eeached outside

the upper Bollinger and continued with a retracement lower.

Any bearishness is broken with a move back above $1,200 and especially the high of $1,225, as price would get more
overextendedput for now, the risk is higher for a cortean down than a sudden return to further price extension
higher.
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