~ CURRENT OPINIONS

STOCKS: Bullish short, intermediate, and long term. Thursday’s key
reversal day, and the rejected penetration of the October lows, says that
we have seen a final washout of the last of the selling pressure, and
should head higher. The market just needs to realize that.

T-BONDS: Neutral short and intermediate term. Change to short and
intermediate term bearish if the Dec. T-Bonds contract closes below

117-01/32.

DAILY EDITION GDM & GOLD: Bullish short and intermediate term. Look for dollar
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weakness to finally give gold the chance to rally along with stock
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which failed to materialize into a real reversal for stock prices.

On Friday, | showed a price pattern analog comparing the current crash-retest structure to what we saw in 1994. That
comparison still looks right on target, and calls for at least a temporary advance out of this retest bottom. Another price
pattern analog that also correlates quite nicely with the current price structure is that of the 1998 bear market. From a
background picture standpoint, 1998 is a more compelling period to compare to the current one than is 1994. 1998 saw the
stock market decline due to liquidity worries stemming from a potential Russian debt default, whereas 1994 was just a minor
panic during the second year of a presidential term when the Fed began a series of rate hikes. There are no rate hikes this time,
but there surely is a debt default
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the money management firm

known as Long Term Capital 1300
Management. That seemed like a
huge crisis at the time, and the 1150

Fed under Greenspan was hailed

for its heroic effort to muster 1160
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to each take a bit of LTCM’s 1000 1120
poisoned book, and prevent a
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though its collapse likely led to
the domino effect bringing trouble now to nearly all of the major banks. Wall Street’s history is full of these little ironies.

Once the retest was complete in 1998, it quickly became clear that liquidity had been restored, and the stock market surged
higher. We have now seen an amount of time since the Oct. 10, 2008 crash low that is equivalent to the spacing between the
twin bottoms in 1998. Sentiment now is certainly as bad as | remember it being in 1998, and the conversion of hard-core bears
to reluctant bulls will bring a lot of their money in off of the sidelines to help push prices up.

T-Bonds are doing all that they can to make it appear that the bullish case is in effect. We have just seen a completion of
the rainbow convergence as
shown in the lower chart. The
dip back toward the price-time
point of the convergence implies
that the former trend direction
(upward) should reassert itself.
The other type of behavior
typically seen at convergences is
a short term acceleration which
completes the convergence, and
the moment of the convergence
usually marks the end of that
move.

| am suspicious of this time,
because bond prices are only
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of stock prices doing poorly. 114
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prices seeming to do well.

Gold held onto Friday’s gains on Monday, and the gains recorded on Friday were actually gains that took place during the
after hours session on Thursday afternoon. That was the day when the Dollar Index had its own outside day reversal bar along
with stock prices, as highlighted in the chart here on page 3. Some past outside day reversal bars are also highlighted with the
arrows in this chart.

One of the important points to
remember about such days is that
in order for an outside reversal bar
to actually be a reversal, there has
to be a trend in effect to be
reversed. If you were to see an

89

87

85

outside day with an up close during | ** — OSC UNCH
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not be a sign that prices were 81 50T
“reversing” upward, since they -0 _ sumio

were already going upward. Thus,
from an interpretational standpoint,
one must somehow evaluate what
the existing trend is, either
objectively or subjectively, and
then see if a categorization as a
reversal day is appropriate under
such circumstances. 71
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Thursday does seem to be
appropriate to classify as a reversal, since it came on a day when the Dollar Index surged to a new multi-year intraday high.
And the Dollar Index is still overbought by just about any measure one can name. If the dollar does start downward (as it
should), gold prices ought to finally be able to get up off the floor and serve as a sponge to soak up all of the excess money
that the Fed is creating to try to get us out of this financial quicksand.
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