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Update of Market View

So far things are going as planned this week. The overbought readings on the daily FPO
have lead to an immediate decline. The question for us now is — can this continue for a
decent decline into the end of May or is this just about it? The daily FPO on SPY has come
from +11 to +1, which may be enough theoretically to make a short-term bottom. Also in
favor of this interpretation is that the SPY tested close to the move above 135, intraday low
was $135.04 yesterday, and has held.

We think this last is less significant, as IWM and MDY are below their support, and these
indexes have been the market leaders. However, we continue to think there is a bit
more downside as weekly and monthly indicators need to correct as well. The
technical formation is quite clear, and gives us an excellent benchmark. It is a type of key
reversal known as a “Cambridge Hook”. What this essentially means is that if we close
above the highs of Monday May 2, we are very likely wrong about a significant
correction, at least immediately. Should that occur, we would start to add the cash we
have been sitting on to the strongest sectors. In this vein we note that XLP was positive
Tuesday, while YW was negative. Yet, people continue to advocate the Tech sector.

Obviously, we are almost alone in looking for an immediate decline. This makes us both
comfortable and uncomfortable. It is certainly possible we will be wrong here, although
obviously we don’t think we are. Also, remember that a key part of our forecast is that a
strong second half to 2011 is part of our forecast, and we want to keep our eyes on the ball
in this regard — do not get wedded to the short side here.
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The FRED Report — Mid Week Update

Other Points of Interest
THE FRED REPORT

4514 Chamblee- We show weekly charts of the DBC, and SLV, and note that the stochastics on both
Dunwoody Road are still quite overbought, in spite of recent corrective action. While we remain
Suite 112 intermediate-term bullish on commodities, a sharp drop into May is certainly

possible, based on the weekly indicators.
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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.



