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is possible, and some
choppiness, as well —
it is expiration this
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We would use
declines to the 133 to
132 area to add to
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summer rally that
should ultimately
carry to the 140 —
144 area on SPY.

LQD remains more
attractive for bond
investors on a
technical basis.
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Summary of Market View

The stock market looks to have a choppy week due to expiration and some overbought
conditions. That said, we look for this rally to resume no later than next week, and
carry the SPY to new rally highs.

Bonds have rebounded, but look weak technically and we should see a decline into the
end of the summer months, and perhaps into the fall, after this rebound in bonds runs
its course.

Commodities look poised to rally, and indeed have been rallying, with the exception
of oil — but we expect oil to join the party soon.
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Stocks Review

Friday’s sharp drop was as expected and does not alter the TECHNICALLY bullish
case. Indeed, indicators suggest a bit more retracement is possible, and some
choppiness, as well — it is expiration this week. We would love to see the SPY in
the 132 area but caution that we feel surprises may occur on the upside.

A number of subscribers have written regarding the bad jobs number — and yes, it
WAS a bad number. But, don't forget that the market climbs a wall of worry, and
that things are most precarious when there is not a cloud in the sky. Form a
fundamental/strategic standpoint, any debt ceiling deal that includes Social Security
is likely to be bullish for the markets, as these entitlements are probably the most
important budgetary items facing this country. Doing something about “the third rail”
will be a big long term plus, as touching it once should mean more touches in the
“The market months and years ahead.

climbs a wall of This expiration should be choppy but should ultimately resolve itself in upside

worry, and that behavior, either this week or next week. We would use declines to the 133 to 132
things are most area to add to positions for a summer rally that should ultimately carry to the
precarious when 140 — 144 area on SPY. Because of some weekly cycles, should this week be a
there is not a down week on the SPX, we would be especially bullish for the rest of the month of

cloud in the sky” July.

We show monthly charts of the Dow Industrials and Dow Transports, below. Note
that the Transports have already made an all time high close. The Transports are
our favorite indicator of economic strength so this is a big plus.
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Fixed Income Review

The TLT has bounced back up to the 95-area resistance, as we thought it might, after
testing 93 — 92 area support. While daily stochastics have given a small buy signal,
weeklies have just started coming down, and accumulation models and FPOs
(Fred’s Price Oscillator) suggest that this rally will ultimately fail and end in lower
lows. LQD has held the key 109 area and rallied back. This is noteworthy because,
unlike the TLT, this ETF is in a long-term uptrend. As such, it remains more attractive
for bond investors on atechnical basis.

We want to be sure to mention the BWX, which is trading in line with the Euro and the
FXE. Should FXE break below 140 this ETF could be vulnerable, and a move below the
60 area could target 57 or lower.
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“‘While daily
stochastics have
given a small
buy signal on
the TLT,
weeklies have
Just started
coming down,
and
accumulation
models and
FPOs suggest
that this rally
will ultimately
fail and end in
lower lows.”
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Commodity Review

We show daily and weekly charts of the DBC below, and note that both charts have etched
out bottoming configurations. From a momentum standpoint, the new lows in the June 23 —
27 timeframe satisfied the divergence bottom signal given by the FPOs after the initial drop
in early May (again, see the Midweek Report of June 29, 2011). A move above the 30.60
area would complete technical bottoming patterns in these — and advisors should add
commodities to their asset mix at that time if they have not done so already.

We wrote about JJG and MOO recently and they have started to rally. Another strong idea
in the agricultural space is PAGG.

“The only

commodity that GLD has started to rally and should outperform SLV on this advance. The only commodity
/s not that is not performing in line with a rally is oil, and that should change over the next
performing in few weeks.
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International Review

We take a look at Japan this week. While we think the news of another earthquake and
a Tsunami warning will likely not have too much effect on their markets, we have not
analyzed them much in the last month.

After the quake, we recommended four basic units and we will look at these, below.
First, it is worth noting that we had the same sort of momentum configuration shown on
some of the commaodities, where lower closing lows were forecast (see our Midweek
review of 6/29/11). This has occurred on most of the Japanese ETFs and ADRs we
recommended — EWJ, the big cap, export oriented ETF. All of these Japan ETFs and

ADRSs have pretty much rallied, with the exception of SNE, which continues to trade “While we think
weak, and from a technical standpoint should be sold. the news of
We provide some observations on the other units. First, EWJ is one of the strongest — another
not surprising as this big cap ETF contains most of the Japanese export oriented earthquake and
companies. Note that it is right at the 10.80 resistance area, similar to HMC, which is a Tsunami
being held by 39 — 40. Both of these are holds, and should they advance through warning will
these respective rg3|sta}nce areas they would be puys once agam. JOF the small likely not have
cap Japanese ETF is a bit below the resistance, and is less attractive until it moves

too much effect
above 8.85.

on their
We note that Japan has not been our favored vehicle for investing in the Pacific markets.”

countries for a while. New subscribers can email and we will discuss this with you.
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Weekly Chart of Interest
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The dollar is still holding support and looks to rally. Indeed the pattern is favorable
enough to suggest that this is the week the Buck moves above 76.60 — and
should this occur while the FXE moves below 140 a large move should result.
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About Our Organization

The FRED Report was started to provide Financial Advisors across firms and platforms access to a
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.



