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Weekly Inter-market Technical Report

Summary Comments

Ten-Year Notes: Notes still have an 'upward drift' bias to them, and a likely move back up to the $121 level as the
next likely play, particularly is minor resistance is cleared at $119.50.

S&P 500: The S&P 500 - along with other US Equity Indexes - remain at critical overhead resistance levels on
negative momentum and volume divergences. Classical charting techniques argue strongly in favor of a
downward move here, but the CoT data and the changed landscape due to Bailouts and Economic Stimulus argue
that that higher prices could come, particularly if the 1,121 price level is taken out to the upside.

Gold: Gold's monthly and weekly chart argue for a deeper retracement yet to come, but view the daily chart for
the possible support bounce at the current $1,100 level, which remains the key to the next swing in gold.

Crude Oil: Crude Oil has rallied up as expected into a critical overhead resistance level at $76 and could be
forming a bear flag. We should know next week how price resolves this set-up which - like gold's $1,100 level -
should clue us in as to what the next likely swing is in Crude - downside targets include $70 and then $65.

US Dollar Index: The US Dollar Index continues its strong rally as expected after a pervasive downtrend has been
in place. Price has broken critical resistance levels and is shy of overhead price targets to the $79/580 level.

Remember, a DECLINING Dollar (Index) is BULLISH for Stocks 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 Notes ($UST - Price)

Monthly
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Structurally, 10-year Notes remain in an uptrend, with key support levels to watch including $118.15 and - under that -
$116.50. Should price break $116.50, watch $115.00 for support.

The 20 month EMA has been providing recent support, so if this level fails to hold, then expect a move to lower support
levels mentioned above.

Should stocks fall, bonds would be expected to rise, so that is why it is important to watch bond prices even if you do
not trade them.
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Weekly
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Looking closer, we can see that the $117.13 level has provided critical support through the latter part of 2009 - continue
watching that area.

For now, the convergence of the 20 and 50 week EMA resides almost exactly at $118.80, so any move under this level
would signal that odds shift to favor a retest of the $117 support area... and any move under there will set-up a play to
the $114 area.

Price is technically in a short-term consolidation pattern, but until proven otherwise, the trend remains slightly bullish
(higher highs and higher lows - see daily chart).
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Daily
$UST (10-Year US Treasury Mote Price (EQDT) INLX @ StockCharts.com
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Here we get a clearer picture of note prices, which remain in an upward sloping trendline channel, with upper boundary
$121.50 (upside target) and $118.50 (prior support as highlighted in last week's report and the expected 'support' move
occurred last week).

As such, watch these two levels for price to trade within them, and expect a range expansion move on any break above
resistance or under support.

0Odds favor a move up to the prior high and even perhaps beyond (to target $121.50).

There is a horizontal trendline I've drawn at the $119.75 level, so if price can rise above this level, then that would be the
confirmation we need to expect a continuation move to higher levels (which would be bearish for stocks).
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US S&P 500 ($SPX)

Monthly

arge Cap Index) INDox @ StockCharts.com
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Price fell 2 points shy of testing the exact 50% Fibonacci retracement at 1,121.44. Until proven otherwise, classic
charting techniques would expect a pullback or at least pause/retracement at this level. As such, it is imperative that
you watch or trade around this level. Any move above 1,125 would likely lead to an immediate move up to 1,150, and
then with price clear of the 1,150 level, odds would strongly favor higher prices to challenge the 1,200 or even 1,225
level - this range expansion move could occur quickly so be prepared to reposition. Otherwise, the negative volume and
momentum divergence as price has retraced to the 50% Fibonacci level argues in favor of a move lower from here - at
least in terms of a pullback or more if specific levels mentioned here are broken.
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Weekly
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The weekly chart shows exactly the retracement up into the 50% Fibonacci line at 1,121 and the buyers' inability (so far)
to push beyond this level. We also see the negative volume and momentum divergence that shows weakness/non-
confirmation with the higher prices, but that does not mean a pullback is mandatory. That's why we watch these levels
in advance to see which direction the supply/demand balance will break. Again, any move above 1,125 should lead to a
range expansion move up to the 1,200/1,250 area while any down move from here would result in a minimum pullback
to test the 1,00 level. A break under 1,000 would argue for possible pullback deeper to the 900 level.

It's impossible to predict in advance which direction price will break, and the stop-losses of the 'wrong' side of the
market will help propel price to these targets mentioned here.
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Daily:

$SPX (S4P 500 Large Cap Index) INDX @ StockCharts.com
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I'm adding a Fibonacci grid to the daily chart to show possible support levels to the downside, though the 1,020 level is
the most logical confluence support zone (prior price lows and 38.2% Fibonacci). Any move under 1,000 would argue for
a deeper than expected retracement, that could target 960 or even back to the 900 level.

Again, any move higher from here would cause sellers to stop-out (there is a large pocket of stop-losses... buy orders...

above 1,125) which would be expected to propel prices up to 1,150 and even 1,200. Do not get caught short-selling
above 1,125 as price is rising.

Otherwise, price remains in a trading range, and may be inside this 40 point range until 2010 begins as big funds are not
willing to sell positions, as they want to record a large profit for their accounts as the 2009 year closes in late December.
Late December is also a 'bullish bias' seasonality with reduced volume.
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Like last week, the "Professionals" (funds with positions large enough to be required to report their outstanding
contracts) are net long 200,000 @ES Futures contracts while the "Public" or those small enough that they are not
required to report their positions remain net short 281,000 @ES futures contracts, according to the Commitment of
Traders weekly data.

This would argue 'behind the scenes' for a bullish upside break. It argues that the "public" is expecting the resistance
levels to hold, so they are short futures, while the professionals expect resistance to break, so they are net long.

Remember, markets/price are ruled by supply and demand - not charts. Charts are helpful in assessing supply and
demand as well as giving us objective buy and sell points, targets, and stop-losses. Everything we do as investors and
traders comes down to edge and probability - not perfect forecasting of the future.
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The lesser traded Dow Jones 'mini futures' shows a similar but not as diverse difference.

Professionals hold 15,662 @YM contracts long while the retail public hold 1,054 net contracts long.

Commercials/Hedgers (blue) hold the brunt of the shorts and may be doing so to 'hedge' their long (buy) portfolio using
futures contracts instead of options.

When analyzing COT data, it's often best to compare the Green Line (Professional Speculators) with the Red Line (what's
left over, or commonly "retail" public with small accounts not required to report).

Rely less on the implications drawn from this chart than that of the @ES S&P mini contract.
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Gold

Monthly
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Gold prices continued their slide this week, and the monthly chart may give the best look into the future if the pattern
I've highlighted here repeats.

View early 2006, early 2008, and now early(ish) 2010 - price rallied roughly $300 almost straight up, surged outside the
upper Bollinger Band, formed a long topping shadow, and then retraced downward to test the 20 month EMA (and in
2008, the 50 month EMA) as the next swing in price. If the pattern repeats, then this is the larger pathway for the price
of gold over the next few months. This pattern would be broken with any move back over $1,200.

Until that happens, the larger structure for gold seems to be hinting at a decline.

That's not to say gold will fall straight down without pauses, but that the larger trend argues for a corrective/pause
phase. The larger term or long-term (Primary) trend for gold remains up as long as price remains above the 20 and 50
EMA.
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Weekly
$GOLD (Gold - Continuous Contract (EODT) INDX @ StockCharts.com
18-Des-2009 Open 1114.30 High 1142.00 Low 1095.30 Close 111250 Chg -2.70 (-0.24%)
W $50LD (Weekly) 111250
—EMA[20) 1062,91 0%: 1,192 &2 | 1200
—EMA[S0] 959,59
EE(20.2.00 903,35 - 1047 56 - 1191.76
— MA[ZO07 796 07 . 1150
Logical Target:
$1.000 1100
/ 1080
35.2%: 1,001.92, 1000
S0%: 94116 950
£1.5%: 35 =00
850
- 200
W —
i 750
A0S FES.F0 00
e 650

WM J J A 50 HNDOFM AMI JAS ONDDFM AMI J A 5O0H D
—MACD(2,10,16) 18,938, 33,222, -14, 2584

an
25

-25

-50

WMJ J A 50 HNDOFM AaMIT JAS ONDDMSFMAaMI J A 50K D

Gold's weekly chart seems to be indicating odds favor a pullback to challenge the lower support levels of the 20 week
EMA at $1,062, and any move under $1,060 would argue for a pullback to target the confluence support zone (critical
support) at the $1,000 level, from the 50 week EMA, 38.2% Fibonacci line, and prior resistance zone (as well as
'psychological' round number support).

Thus, $1,000 becomes a target on any breaking of $1,050.Any move under $1,000 and especially $950 threatens to
change the intermediate term trend to down. The trend still remains up, and technically, the move down here would be
a counter-trend retracement. That's not to say you can't profit from shorting as price falls, but that - as long as price
remains above $1,000, odds favor buying gold at support with tight stops under support levels to capitalize on the
strong up-trend.

A move under $1,000 could trigger additional selling, so you would want to wait until price began to rise back above
$1,000 for further buying strategies.

There is a critical test of the $1,100 level, which should clue us in for what to expect for the next short-term move in
gold. See the daily chart for details.
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Daily
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I mentioned last week that the $1,100 level was both an expected target and a critical support zone to watch. It will be
important to trade the next move in gold. Price has odds of finding support here, or at least putting on a low-risk (tight
stop) trade for swing traders, as the $1,100 level is the 50 day EMA (actually $1,110), 38.2% Fibonacci ($1,098), and
'round number' support.

Price could rally as high as $1,150, however, ANY move under $1,100 would trigger stop-losses and would likely send
gold down to the $1,060 level quickly to test the 50% Fibonacci line along with prior price resistance from October. Any
move under here would argue for a further pullback to test $1,000 as mentioned in the weekly chart.

Thus, the clue to the next likely swing in gold - to $1,150/5$1,175 if support holds or $1,050/51,000 if support breaks is
clearly the $1,100 level.
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WTI Crude Oil ($WTIC)

Monthly
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Crude Oil remains within the tight boundary of the $80 overhead resistance level and $70 confluence support level.

The monthly chart shows the range - being $80 from the 38.2% Fibonacci (see weekly) and prior price resistance from
mid-2006.

This is also the critical 'line in the sand' between whether to expect a 'new bull market' higher... or a
resistance/retracement swing back down to test lower levels.

The Elliott Structure places this rally as a "B" Counter-wave move, so lower prices are expected.

The alternate count is for this to be a "1" rally up of a new bull market, which also would argue for a "2" wave down to
the $60 or even S50 level, so both the primary and alternate counts are temporarily in alignment.
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Weekly
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The 38.2% "Bear Market" Fibonacci retracement rests just under $80 per barrel - and price has been forming multiple
weeks of upper shadow 'dojis' at this level, which is a bearish sign and 'short-sale' signal.

Otherwise, both the monthly and weekly EMAs align at the $70.00 level as confluence support, and that's exactly where
price has been finding recent support.

As such, crude oil remains in a trading range ... with bearish overtones... between these levels. Watch for a break above
$80 to argue for a bullish play to the $92 level, otherwise any break under $70 should lead to a move to $65 and $60 at a
minimum - see daily chart.

Price has also formed a negative momentum divergence on the weekly frame with the recent rally into October's new
2009 highs.
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Daily
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Last week, | wrote that we were likely to see a swing back up to the confluence EMA resistance level at $75 and that is
exactly what happened. Now that we are at that critical resistance level, the resolution here will give us a clearer signal
as to what to expect next. If shorting, place stops above $76 as in playing for a potential bear flag to form. Or, wait for a
break under $74 (lower trend channel) to get short to target a move back to the $66 level.

Any move over $76 will argue that the bear flag failed, and that a move to $80 would be expected, though if we see ANY
downside move from current levels, it would argue in favor of the bear flag and in favor of a short-term trend reversal
down which could send price quickly back to $65 or even deeper back to $60.

Most likely, whichever direction the S&P 500 breaks, so will crude oil break in that direction.
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US Dollar Index ($USD)

Monthly
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The monthly dollar index shows the recent month's powerful rally. Four percent may not seem like a lot, but it was a
long-expected rally and could be the start of a much larger move... but let's not get ahead of ourselves yet. Let's play
this move one swing at a time.

For now, watch for possible overhead resistance... and a price target... at the $79.24 level. Any move above $79.25
argues for a higher target of the $82.00 level as seen on the monthly frame.

Technically, any rally in the dollar is a counter-trend move against the Primary Trend which is down... though again that
does not mean you cannot make money on counter-rallies.
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Inter-market Technical Analysis for December 19, 2009

Weekly
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| have been arguing in these reports that odds strongly favored an up-move in the Dollar and | hope you have been
profiting from this expected move. Or at least | hope you were not remaining short during this rally when odds strongly

favored a rally to emerge at any point.
For now, the critical $77 level has been broken, which - as mentioned - argues for a larger than normal retracement up.

Watch the $79.00 ($78.77) level for possible resistance from the 50 week EMA and upper Bollinger, and then beyond
that, watch $81.00.

Any move beyond $81 would argue for a potential trend reversal (intermediate trend) in the making.

Otherwise, continue to watch/trade this upward movement play out as long-since hinted by the multi-month positive

momentum divergence.
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Inter-market Technical Analysis for December 19, 2009

Daily
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The 'overdue’ rally in the dollar is materializing, and breaking critical overhead resistance levels as forecast by the multi-
month positive momentum divergence. I'm showing prior price highs that have been broken, including the 20 and 50

day EMAs which have now crossed "bullishly" and would be expected to hold as support on any down move into this
level.

Price has also formed a new momentum high which further argues for higher prices yet to come.

Watch the $79 level again (prior resistance) and then $79.50 both as targets to play for, and possible overhead
resistance levels - particularly if divergences start to form at these levels.
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Inter-market Technical Analysis for December 19, 2009
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This is an updated long-term chart of the Dollar Index with the Elliott Wave count | have been using in these reports.
This chart also shows the multi-month positive momentum divergence which began in March and argues for a stronger
than normal retracement up, which we see occurring.

The 200 day SMA rests just under $80, so we are seeing various confluence resistance points at the $79/580 level. This
could serve as a short-term resistance level for a pullback, though any move above $80 would argue that we're seeing
the start of a short to intermediate term trend reversal back up... which would have implications across all markets
(bearish in general for stocks and commaodities).
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Inter-market Technical Analysis for December 19, 2009
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The Euro Index is negatively correlated with the US Dollar Index, and sometimes it's helpful to see a chart "in reverse" to
make better sense of it.

We see the exact same structure - just in an up-trend instead of a downtrend - in the Euro.

The $141 level seems to be a good target to expect a possible retracement back up to challenge the "Cradle" crossover
of the 20 and 50 day EMA at the $147 level.

Disclaimer:

All information is from sources deemed to be reliable, but there is no guarantee to the accuracy. Information is for educational purposes only and
is not intended to give specific trading advice. Past performance is no guarantee of future performance. Investment/ trading carries significant risk
of loss and you should consult your financial professional before investing or trading. Your financial advisor can give you specific financial advice
that is appropriate to your needs, risk-tolerance, and financial position. Neither Corey Rosenbloom nor Afraid to Trade was compensated in any
way by any of the broad markets, stocks, or securities discussed in this report. Corey Rosenbloom is compensated by the sale of this report and not
by any underwriter or dealer associated with these markets. Opinions are based on widely-accepted methods of technical analysis including the
Elliott Wave Principle, Oscillators/Indicators, Candle-charting analysis, Volume, Fibonacci, and other methods of analysis. No specific
recommendation is given to buy, hold, or sell any of these markets/securities or exchange traded funds related to these markets. Neither Corey
Rosenbloom nor Afraid to Trade is a Registered Investment Advisor. Long-term investment success relies on recognizing probabilities in price

action for possible future outcomes, rather than absolute certainty — risk-management is critical for success. Error and uncertainty are part of any
form of market analysis.
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