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SPX Surpasses 1000

The S&P 500 Index (SPX 1010.48) exceeded 1000 last week after an impressive month-long rally. The breakout above
1000 helped pave the way for Friday’s 1.3% rally in response to the jobs data. However, a more important breakout
occurred two weeks ago, when the SPX closed above key resistance

'Sl'epg(hnicals Trend  Momentum OB/OS at its January high for a second consecutive week. That breakout
yielded a long-term target of 1220-1230 based on a confluence of
S-T Up Positive Overbought

resistance levels, including the 61.8% Fibonacci retracement of the
I-T Up Positive Overbought  October 2007-March 2009 downtrend. We expect the SPX to stair-

LT Up Neutral Neutral step higher as it makes headway toward its target.

Source: MKM Partners
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The next meaningful resistance
on the chart is near 1090 based
on the weekly cloud model. We
believe this level will be tested
over the intermediate-term.
Momentum is positive from a
short- and intermediate-term
perspective per the daily and
weekly MACD indicator. This is
supportive of the uptrend, and
suggests intermediate-term
overbought conditions can be
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sustained without a major Former

) resistance
correction. However, we
continue to believe a pullback I-T overbought again, but... 100

could take the SPX back to
former resistance near 944, at a
minimum, for a better buying
opportunity. A pullback would
be constructive in that it would
regulate the steep slope of the
uptrend, improving the risk/
reward profile for new long
positions. We would use a
pullback to add exposure. [Source: CQG, Inc. @ 2000 All rights reserved worldwide, wyw.Cgg.com Fri #ug OF 2009
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The Nasdaq Composite Index (COMP
2000.25) has been a leading
indicator for the SPX. The COMP
confirmed a base breakout in late
April, more than three months before
the SPX. In late July, the COMP
confirmed a breakout above cloud-
based resistance, suggesting the SPX
will do the same by late October. The
COMP has been a source of
outperformance since the market
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bottomed last November, boosted by
its exposure to the technology sector
which has been one of the top
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performers since the recovery began.
The recent loss of relative strength
may persist, with the relative
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CRUDE OIL & GOLD

The September crude oil futures ($70.93/bbl.) remained firm
last week, boosted by a 3.1% rally on Monday. Short-term over-
bought conditions may lead to further consolidation below the
June-July highs, but we expect the intermediate-term uptrend line
to remain intact as support. The crossover in the weekly
stochastics is supportive of positive follow-through, suggesting
our target in the low 580s/bbl. is achievable over the
intermediate-term. This target is derived from a 38.2% Fibonacci
retracement of the July 2008-February 2009 downtrend, and we
believe it may be conservative based on the width of the rounded
base that is in place.

The December gold futures ($959.50/0z.) stalled near resistance
last week, preserving the downtrend line that defines the upper
boundary of the triangle formation on the following page. A
deeper pullback is likely this week given the downturn in the daily
stochastics from overbought extremes. The uptrend line near
$925/0z. is initial support. Our weekly indicators remain
supportive of a breakout from the triangle, but toppy action in
gold stocks raises a red flag in our opinion. Last week, we updated
our posture on the inversely-correlated Dollar Index (DXY).
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10-YEAR TREASURY YIELD

The 10-year Treasury yield (3.85%) rallied
last week within its intermediate-term
uptrend. The rally stopped out a short-
term trend exhaustion signal based on the
TD Sequential™ model. The crossover in
the weekly stochastics at neutral levels is
supportive of the upmove, suggesting a
test of initial resistance near 4% is likely
over the short-term. Support is defined by
the intermediate-term uptrend line, but
we do not expect it to be tested over the
near-term because momentum still calls
for further upside. A breakout to a new 52-
week high would target secondary
resistance near 4.3%.
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SECTOR ETFs S-T Relative

Strength*
Basic Materials (XLB) &
Coal (KOL) &=
Precious Metals (GDX) &
Steel (SLX) &=

Consumer Discretionary (XLY)

Homebuilding (XHB)

Retail (XRT)

Consumer Staples (XLP)

Energy (XLE)

Clean Energy (PBW)

Oil & Gas E&P (XOP)

Oil Services (OIH)

Financials (XLF)

Banks (KBE)

Brokers (KCE)

Insurance (KIE)

Regional Banks (KRE)

& & & 4 4 €& § & & & H & & &

REITs (IYR)
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Comment

Broke out on an absolute, but not a relative basis.

Testing S-T resistance from a relative strength
standpoint.

Range-bound relative to the SPX, with signs of trend
exhaustion on an absolute basis.

Consolidating within an I-T uptrend versus the SPX.

In a S-T and L-T uptrend relative to the SPX.

Benefitting from an oversold bounce on a relative basis.

Broke out to a new high relative to the SPX.

Broke S-T support on a relative basis, having reversed
its L-T uptrend versus the SPX.

Testing important support versus the SPX.

Retesting uptrend relative to the SPX.

Upside to resistance within its relative strength uptrend.

Showing signs of trend exhaustion on a relative
strength basis.

Broke out above resistance relative to the SPX,
completing a turnaround.

Approaching S-T resistance relative to the SPX.

At S-T resistance relative to the SPX, but in an I-T
uptrend.

Broke out from an inverse head and shoulders pattern
versus the broader market.

Still has room for a more impressive relative strength
recovery rally.

Broke out from an inverse head and shoulders pattern
versus the broader market.



Healthcare (XLV) (= @ Testing support on a relative strength basis.

Biotechs (IBB) é) @ E)?c;nrot,c\)/rerst;'i;ﬁf)sitive follow-through, but on the lookout
Drugs (PPH) = @ Still consolidating on a relative strength basis.
Industrials (XLI) & & In a neutral triangle pattern relative to the SPX.

e Tested support on a relative basis successfully, but
AGIE AR IS () directionless from an I-T perspective.
Transports (IYT) & Established a higher low relative to the SPX.

Technology (XLK) Still overbought from an absolute and relative

standpoint.
. Into resistance within its inverse head and shoulders
Semis (SMH) pattern.
Software (IGV) Registered counter-trend signals versus the SPX on

daily and weekly charts.

Still has room for S-T downside follow-through, but

Ve (V) turning around from a L-T perspective.

H H B> @ B & @
& & & & &

Utilities (XLU) Retesting support and its L-T uptrend versus the SPX.

* Changes to our posture are in boldface. Source: MKM Partners
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Important Disclosures

Regarding the use of instant messages (IMs) and e-mail with MKM Partners LLC, you consent to the following: IMs or e-mail sent from or
received by MKM Partners employees are presumed to contain confidential or proprietary information and are intended only for the
designated recipients(s). If you are not the designated recipient, please inform the sender that you received this e-mail or IM in error and
do not use, copy or disseminate its contents. MKM Partners and its analysts may from time to time make informal technical, fundamental,
and economic comments on IM and e-mail.

The Primary Analyst certifies that the views expressed in this research report accurately reflect the personal views of the Analyst(s) and the
subject company(s) and their securities. The Primary Analyst also certifies that there has not been, is not, and will not be direct or indirect
compensation from MKM Partners or the subject companies for expressing the specific recommendation(s) or view(s) in this report.

This report has been prepared by MKM Partners LLC. The analyst primarily responsible for preparing this research report (including his/her
household) does not have a financial interest in the securities of the subject company nor does the Firm habitually deal as principal in
transactions in the securities referred to herein (or other instruments related thereto) including positions and transactions contrary to any
recommendations contained herein held by the research analyst/household. The Firm has not engaged in transactions with issuers
identified in the report. MKM Partners LLC does not make a market in the subject company(s). The subject company(s) is/are not currently,
nor for the past twelve months have they been, clients of the Firm. The research analyst(s) does/do not serve as an officer, director, or
advisory board member of this company, and receives no compensation from it.

This publication does not constitute an offer or solicitation of any transaction in any securities referred to herein. Any recommendation
contained in this report may not be suitable for all investors. Although the information contained herein has been obtained from
recognized services, issuer reports or communications, or other services and sources believed to be reliable, its accuracy or completeness
cannot be guaranteed. Any opinions, estimates or projections expressed herein may assume some economic, industry and political
considerations and constitute current opinions, at the time of issuance, which are subject to change. Any quoted price is as of the last
trading session unless otherwise noted.

This information is being furnished to you for informational purposes only, and on the condition that it will not form a primary basis for
any investment decision. Investors must make their own determination of the appropriateness of an investment in any securities referred
to herein based on the legal, tax, and accounting considerations applicable to such investors and their own investment strategy. By virtue
of this publication, neither the Firm nor any of its employees shall be responsible for any investment decision.

This communication may involve technical analysis. Technical analysis is a discipline that solely examines the past trading history of a
security to arrive at anticipated market fluctuations. Technical analysis does not consider the fundamentals of an underlying security, and
therefore offers an incomplete picture of the value or potential value of a security. A customer should not rely on technical analysis alone
in making an investment decision, but should review all publicly available information regarding the security in question, including, but not
limited to, the fundamentals of the underlying security and other information provided in any filings with the Securities and Exchange
Commission (SEC). MKM Partners LLC has multiple analysts and from time to time their views may differ. We encourage readers to call
with any questions.

Additional information on all of our research calls is available upon request.
Ratings for Stocks: As of May 7, 2007, the Firm revised its ratings, which comprise the following:

“Buy” Security is expected to appreciate 15% or more on an absolute basis in the next 12 months.
“Neutral” Security is not expected to significantly appreciate or depreciate in value in the next 12 months.
“Sell” Security is expected to depreciate 15% or more on an absolute basis in the next 12 months.

Distribution of Ratings for Reports Issued by MKM Partners LLC as of August 7, 2009:
Buy 47.2%; Neutral 50.9%; Sell 1.9%.

Risks: Investment risks associated with the achievement of revenue and earnings projections include, but are not limited to unforeseen
macroeconomic and/or industry events that adversely impact demand for the subject company’s products or services, product
obsolescence, changes in investor sentiment regarding the specific company or industry, the company’s ability to retain or recruit
competent personnel, and market conditions. For a complete discussion of risk factors that could affect the market price of the company’s
shares, refer to the most recent 10-Q or 10-K filed with the SEC.
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