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Special points
of interest:

e The IWM and IYT are
trading stronger than
the SPY, and
accumulation models
on all stock indexes
have improved
markedly last week.

e We would be VERY
careful in this
environment as
bonds could start to
do very badly. We
are running out of
time to test the 100
area on TLT before
the next decline
starts.

e Aggressive advisors
looking to add a bit
more money this
week should carefully
consider oil stocks, or
the XLE and/or OIH.

e The UUP remains our
favorite speculation,
and we reiterate that
should FXE decline
through 140 the
dollar should get a
nice pop.
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The stock market is moving down into the areas of time and price we picked for a
significant low, back in April. In fact, in many ways the market is stronger than

expected — we thought we would be here in May rather than June. We hope
is up or down slightly — this would likely set up a rally.

this week

The TLT is showing some selling indications — we have been long for a while and
suggest taking steps to protect profits. It looks less likely, although still possible, that

we fully test our target ranges.
Gold and oil look like they should rally as well.

The dollar remains a favorite SPECULATION on the long side.
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Stocks Review

The stock market is fulfilling our forecast of a violent up and down period with a
downside bias, and this past week was down a relatively small amount. But, there
was large volatility. This has served to flatten out the 5 day moving average, and as
we discussed last week — this should move it into position to cross fairly early in an
up-move — which would constitute a good buy signal should this occur.

There are some other favorable things going on under the surface as well. The IWM
and IYT are trading stronger than the SPY, and accumulation models on all
stock indexes have improved markedly last week. Weekly breadth was positive
on the NYSE and NASDAQ. New highs exceeded new lows (and our model has
comedown from an overbought position as well). Bearish sentiment continues to
improve — last week was 28% bears, up a good bit from the lows. Another week or
“Our so of this and we could generate a strong intermediate buy signal.

accumulation
models on XL/

While there are some concerns, these are receding as of this writing. Obviously,
trend following indicators are negative on a daily and weekly basis. Our

and XLB continue accumulation models on XLI and XLB continue to be quite negative as well.
to be quite This could mean that the economy is going to be weaker than we expect, and
negative as well. weaker than the consensus. This would obviously defer a good buy signal (which,
This could mean as of this writing, we do not expect).

that the economy We expect more volatility this week, again with a slight downside bias, on

is going to be increasingly bearish sentiment. We will look at our monthly indicators at the end of
weaker than we the week and see how it then looks.

expect, and
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Fixed Income Review

The bond market rallied last week, but was weaker than expected, and accumulation
models have started to look toppy. We would be VERY careful in this environment as
bonds could start to do very badly. We are running out of time to test the 100 area
on TLT before the next decline starts. Traders should be defensive here.

We will examine a couple of other ETFs that could provide some diversification if rates
start to advance in the second half of the year. The first is PCY (Powershares Emerging
Markets Sovereign Debt), which gives some exposure to Brazil and Russian debt — while
this seems risky, the yield now is roughly 5.59%, which is greater than the TLT. Another
idea for some developing markets debt outside the US is ISHG — this has debt of
developing countries, ex-USA, including Canada and Norway — both interesting and “So far, the
stable markets with a commaodities orientation. Yield as of this writing for ISHG is 1.95%
and this is a shorter term vehicle than TLT, should rates rise

topping action

inthe TLT
So far, the topping action in the TLT accumulation model is mirroring the SPY accumulation
accumulation model, which suggests our scenario of a summer rally in stocks is model is
intact, along with a corresponding decline in bonds. Protect profits in these bonds. mirroring the
SPY
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“This suggests
that, as we are
expecting, oil
prices are
actually getting
ready to rally -
government
intervention
notwithstanding.”

Commodity Review

Oil has been in the news of late, so we will take another look at it here. First we will look at
the USO. While this is the most popular ETF, it may not be the best one to invest in as it is
heavily weighted toward the front month. A better alternative, and one that we look at in our
analysis, is DBO. We show charts of both, and note that both of these closed in the higher
end of the range on Thursday and Friday. This suggests that, as we are expecting, oil
prices are actually getting ready to rally — government intervention notwithstanding.
Aggressive advisors looking to add a bit more money this week should carefully consider oil

stocks, or the XLE and/or OIH.

A quick note on gold: Our accumulation models did not confirm last week’s sharp drop at
the end of the week, and we will write about this in the midweek. | may look to add to gold

positions later in the week.
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International Review

In response to some questions, we will take a look at some of the Latin American ETFs
we follow.

First up is EWW (iShares MCHI Mexico Index Fund), which looks strong within the
context of a consolidation, Second is GXG (Global X Interbolsa FTSE Columbia 20
ETF), which is relatively flat compared to ECH (iShares MSCI Chile Index Fund), but
still an up pattern, and third we will discuss Chile ECH, an interesting market with a
decent technical pattern. When we compare these areas with stronger European
markets (EWG) you can see these markets are holding their own. Overall, this is an

area of diversification for international money that should gain in popularity as “The UUP
2011 progresses, and the European crisis matures. Advisors may want to add remains our
some money to this area now, as we continue to believe Greece will be a problem later favorite
on, and perhaps sooner rather than later. speculation,
The UUP (PowerShares DB US Dollar Index Bullish) remains our favorite and we reiterate
speculation, and we reiterate that should FXE decline through 140 the dollar that should FXE
should get a nice pop. One of our “Fred’s Fab Four” forecasts for 2011 (December decline through
2010 Monthly Research Piece) is that the dollar and commodities will rise together in 740 the dollar
the second half of 2011. Should this forecast be correct, this should start relatively should get a
soon — and should be watched for. If this starts to occur, go with it as it could be a very . .
big move. nice pop.
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Weekly Chart of Interest
THE FRED REPORT
4514 Chambl We look at the Vanguard Total International Stock Index ETF, VXUS. This is a new
Dunwoongoe:(; ETF, so only a daily chart is available, but it is exactly what the symbol sounds like:
y an index fund incorporating all markets around the world, NOT including the US

Suite 112 markets. It looks to be an interesting way to get international exposure.
Dunwoody, GA 30338
Phone: ISR
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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.



