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Special points
of interest:

e We have seen some
improvements in
both transportation
stocks and also
accumulation models,
such that after some
short-term
choppiness the
market could be up
into the end of
February.

e XLY (SPDR Select
Sector Consumer
Discretionary ETF)
has started another
up-move after some
consolidation, which
bodes well for the
economy at least in
the first part of the
year.

e We do expect a
strong summer rally
in oil.
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The stock market strengthened, as did the dollar, last week. We expect the first part of
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the week to be up for stocks and then choppiness could set in. This week is options

expiration for February.

The dollar has started to improve and this could put some pressure on international

bonds.

Commodities look to finally be snapping back to seasonal patterns, as the Egyptian

crisis abates.
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Stocks Review

The stock market did rally last week and is now short-term overbought. This,
combined with the propensity for expiration shenanigans, suggests a choppy week.
We would expect a rally early in the week followed by a down Wednesday and/or
Thursday. We have seen some improvements in both transportation stocks
and also accumulation models, such that after some short-term choppiness
the market could be up into the end of February. Then, overbought monthly
indicators again suggest some risk.

Our sector report is coming this week — a couple of quick notes here though. First,
XLY (SPDR Select Sector Consumer Discretionary ETF) has started another
up-move after some consolidation, which bodes well for the economy at least
in the first part of the year. See the Sector Review for more on this.

“We would expect

a rally early in the
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Fixed Income Review

We discuss international bonds this week. First, we note that our forecast for a rally in
the dollar in last week’s report could start to work here. At the same time, the BWX has
started to struggle. Indeed, BWX (SPDR Lehman International Bond Index ETF) has
started to look a bit risky short-term, and a move below the 57 area could take this
ETF down to the 51 area.

We also note that thee PCY (Powershares Emerging Markets Sovereign Debt) is
weakening as well. This ETF has got two strikes against it. First, a move up in the dollar
could hurt this investment. Second, we have noted in other reports that money looks like
it has started to come out of emerging market equities. Emerging market bonds also
could suffer and it looks as if this is happening. Short-term charts are shown below, and “BWX has
we suggest readers take a quick look at the long-term as well. We will write some more
about emerging market sovereign debt in the midweek if weakness continues.

started to look
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Commodity Review

We have seen still more resolution of the Egyptian business, and oil has started to react
downward in accordance with the seasonal tendencies. We want to start to accumulate a
position in the oil market —so | would be looking VERY carefully at the USO, first at
35.40, now that the daily Stochastics are getting down to the 20 area. Depending on the
amount of time it takes, there could be a rally, then a lower low in the in the 34 area. But,
we do expect a strong summer rally in oil. Watch the XLE in here as we could get a
retracement that would be a buying opportunity this summer.

One of the biggest markets for oil in the winter is Heating Oil, so we show the chart of UHN
(United States Heating Oil Fund) below. Stochastics here have started to turn down and are
now below 80, suggesting that seasonality is starting to kick in — and this commodity also
position in the drops into the late spring.

oil market.”

“We want to start
to accumulate a

Natural Gas has also started to come down again, at least as measured by the UNG
(United States Natural Gas Fund). This is also a seasonal thing, as the weather warms up.
We would expect stocks related to Natural Gas to pull back as well. Natural gas is,
however, much weaker.
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International Review

We have seen numerous articles of late suggesting that Australia is weakening
economically due to all of the weather related tragedies there. We show charts of the
Aussie Dollar ETF (FXA) as well as the EWA (iShares MSCI Australia Index). In fact,
Australian markets are holding on quite well.

We compare the above markets to Gold — all three are trading relatively near to highs,
especially when looking at the weekly charts we show below.

In addition, we cover Canada in the “Weekly Chart of Interest” section on page 6, as
this market is similar in outlook as well.

"Australian
markets are
holding on quite
well.”
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Weekly Chart of Interest

THE FRED REPORT

4514 Chamblee-
Dunwoody Road

Suite 112
Dunwoody, GA 30338

We show charts of EWC and FXC. We note that these are interesting ways to play
commodities, as Canadian bourses contain many natural resource based
companies. These markets are doing quite well, and merit a look.

Phone:
(404) 875-FRED
E-Mail:
fred@thefredreport.com
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About Our Organization

The FRED Report was started to provide Financial Advisors across firms and platforms access to
unbiased market research. The President of the Fred Report, Fred Meissner, CMT, has been practicing
Technical Market Analysis since 1983 and has worked in the research departments of Merrill Lynch and
Robinson — Humphrey /Smith Barney. In addition he has served the public as a portfolio manager and
financial advisor. We know the problems advisors face and have devoted our career to helping advisors
find the best possible investments in all environments. We want to help you help your clients and grow
your business.




Disclaimers:

Research used in this report does not purport to be comprehensive or to contain all the information which a
prospective investor may need in order to make an investment decision. The information is based on publicly
available information and sources, which the publisher believes to be reliable, but does not represent to be
accurate or complete, and it should not be relied on as such. The publisher may update any research report
as it determines appropriate, in its sole discretion. Each reader of this report must make its own
investigation and assessment of the information presented herein. No representation, warranty or
undertaking, express or implied, is or will be made or given and no responsibility or liability is or will be
accepted by Fredco Holdings, Inc. or by any of its directors, officers, employees, agents or advisers, in
relation to the accuracy or completeness of this presentation or any written or oral information made
available in connection with the information presented herein. Any responsibility or liability for any such
information is expressly disclaimed. Any person or entity who does rely on this report does so at his/her own
risk and by doing so assumes all liability for any such loss, harm or other detriment.

The information contained herein was prepared by Fredco Holdings, which is solely responsible for the
contents of this report.

All prices provided within this research report are a snapshot taken as soon as practicable prior to the
release of the report. No representation is made as to the current prices of securities.



