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Update of Market View

Stocks had a sharp rally that faded. Big sharp rallies such as today’s often fail, however.
According to Phil Erlanger’s work, there is record short interest (note — updated short
interest is release after today’s close). Tuesday’s move looked a good bit like short
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covering until it did not. According to Geoff Garbacz, the reality is both Short Squeezes and
Shorts Correct fell. We still believe our 500 to 480-support area on SPY (SPDR® S&P 500

o We still believe our

500 to 480-support
area on SPY should
hold, especially on a
closing basis.

The Put/Call number
improved to 1.23,
getting close to
what we want to
see, and suggesting
some panic.

A move below 274
on GLD would
confirm a trend
change.

Trust) should hold, especially on a closing basis. In our previous notes we indicated the
likelihood of violent up and down moves as we are seeing.

Wednesday should be more of the same. Obviously, it is difficult to project exactly what is
going to happen here, but so far things are going about as expected. The Put/Call number
improved to 1.23, getting close to what we want to see, and suggesting some panic. There
is more to this environment than sentiment but this is one of the key ingredients we want to
see for a tradable bottom.

TLT (iShare®Barclays 20 Year Treasury Bond) has weakened on rumors of heavy sales
by China. In fact, all it has done is filled a gap on a daily stochastic sell. This is normal
trading in many respects — it could also bounce around and rally again, traders should look
to buy a daily recycle.
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Other Points of Interest

GLD (SPDR® Gold Trust) is interesting, as it had an inside day, with a lower high and
a higher low, than the previous day. This is often a sign of a trend change. We have
been nervous about this market and expect the trend change will be down. A move
below 274 on GLD would confirm this. Gold traders should be ready to protect profits.
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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.

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.

In addition, he has served the public as a portfolio manager and




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.



