~ CURRENT OPINIONS
STOCKS: Bullish short, intermediate and long term. An oversold
condition, arriving within a seasonally strong period, suggests we’ll see
a robust rebound now that sentiment is so bearish.
T-BONDS: Neutral now short and intermediate term. Bonds are
overbought and needing a rest. Look for a bottom next week to restart
the uptrend.

DAILY EDITION GDM & GOLD: Neutral short term, still bearish intermediate term.
fter the cl £ . Thursday’s bounce was called for by our Timing Model signals, and it
Prepared after the close of trading, does not upset the existing downtrend. Change to short term bearish
Thursday, July 09, 2009 again as of the close on Friday.
The market finally caught a bid 960

Thursday, thanks in part to a “less worse”
number in the weekly jobless claims report.
I’ll have more on that below.

We are continuing to hear a lot of talk 880
about the supposed head and shoulders top
formation in the SP500, and guests appearing
on CNBC have been making daily and
sometimes hourly mention of its downside 800
implications. Longtime readers know that I
like to listen to the people appearing on
CNBC to gather opinions of which I think
the opposite (except when I appear there 720
myself, of course). The talk has been fierce H
about that ever since Tuesday’s big “break
down” below the neckline. Interestingly,
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given to the fact that the SP500 is
finding support at the 880 level,
as shown in the first chart. That
price level once acted as over-
head resistance, but that resist-
ance has now turned into support.
As the SP500 contends with
this support, the market is
oversold according to multiple
measures. | mentioned yesterday
the McClellan Oscillator dipping
back down below -200. The top
chart on page 2 shows the DJI
Oscillator Rising Index, which
measures the percentage of those
30 issues which have a rising
Price Oscillator. The value of
this indicator is reported every
day in our big page 1 table. This
low value does not guarantee that
the market will go up; it can stay
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oversold for a long time in a protracted downtrend. But it does add to all of the evidence we are seeing elsewhere saying that
the market is oversold, even though it is really just at the lows of a fairly tight two-month trading range.

| mentioned that the weekly jobless claims number was not as bad as expected. The reporting on this data can sometimes
be skewed based on the biases of the reporting news agency, so | thought it would be good to give you some reporting that is

skewed based on my biases.

The numbers that the Department of Labor releases each week contain both raw and seasonally adjusted values. It should

come as no surprise that there are seasonal tendencies in unemployment. Retailers need more employees before Christmas

than they do after Christmas. Graduating students flood the jobs market in the summer. You get the idea.

The chart below shows a couple of different data items published by the DOL. The top line is the seasonally adjusted
value for weekly jobless claims. It is indeed declining from the peak value of 674,000 for the week of March 28. This week’s
report showed a drop in the raw value from 581,080 to 558,407, although when the statisticians add their “seasonal adjustment
factor”, the seasonally adjusted number actually rose just a tiny bit.

Also included in this chart is the plot of “continuing claims”, meaning people who are still drawing unemployment

benefits because they either have
not found a job, or the term of
their benefits has not run out.
You might wonder how long
people get to stay on unemploy-
ment, which is a very reasonable
question which unfortunately has
no simple answer. The reason is
that unemployment benefits are
administered by the states, and
the rules differ from state to state.
Most offer benefits lasting 26
weeks, and Congress authorized
the “Emergency Unemployment
Compensation” program on June
30, 2008 to extend benefits by an
additional 13 weeks over what-
ever the length of state benefits
might be. That authorization was
extended to 20 weeks on Nov. 21,
2008, with additional special
rules for states with high unem-
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ployment rates, and extended even further on Feb. 17, 20009.

One point that is important to understand about these data is that the new weekly claims number will indeed tend to top
out before the unemployment rate. Also included in this chart is the percentage of “covered employment” (i.e. people in the
system) who are maintaining continuing claims for unemployment benefits. That is up to 5.0% now, which is almost as high
as it got in 1982. You might notice that this is well below the reported 9.5% unemployment rate. The unemployment rate is
based on a household (telephone) survey, and reflects what people say about their own status. Some people stay unemployed
for longer than the unemployment benefits, which explains some of the differences in the numbers.

As an interesting statistic, you might be interested to know that the numbers we have been seeing are nowhere near the
all-time records, even though we keep hearing that this is the “worst economy since the Great Depression”. The data on
weekly jobless claims go back all the way to 1967, and the all-time high raw weekly reading for new jobless claims was 1.073
million, which was reported on for the week of Jan. 9, 1982 (post-Christmas retail layoffs). That was when the number of
“ensured employees” was 87 million. The peak for this current economic slowdown has been 956,791 reported for the week
of Jan. 10, 2009 (again, that post-Christmas thing), but this number comes in an environment with 133.8 million ensured

workers. 134
T-Bonds traders did not like
the idea that unemployment

might be moderating, and so the | 15, l |SEPT T-BONDS
}

September T-Bond contract fell
pretty hard. Thursday’s drop
wiped out the big pop we saw on | ;6 | -
Wednesday, after the successful
T-Note auction. It also takes
bond prices back down toward an | ,,,
impending rainbow convergence.
This activity makes it look like
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bond prices are retracing back 118
toward the price-time point of the — 5%T
convergence, which would imply — SUMI10

that the preceding trend should | .,
continue itself. That would mean
a resumption of the uptrend that

we have seen since early June. 110

Another few days is likely needed 02/02/09 03/04/09 04/02/09 05/04/09 06/03/09 07/02/09
to complete this action. A bottom

for bond prices that our Timing Model signals suggest is due July 14-17 would be just about right, provided that bond prices
do not continue to break down far below the Price Oscillator Unchanged level.

Gold had broken a rising bottoms line on Wednesday, and it retraced back up to a test of the underside of that line on
Thursday. The impetus was some big dollar weakness, although gold’s strength was only a fraction of the decline in the

Dollar Index. This looks like a

breakdown and retest of the

breakdown, a normal and typical [AUGUST GOLD |

event in chart analysis. When we | 1g90

also consider that Thursday was H‘ ﬂ
it

1040

an “inside day”, meaning that the
intraday high-low range was fully | 960

contained within the prior day’s h i 1
range, this confirms the m?’!ltu'ﬁ\

hypothesis that this is a genuine 920 i L J

breakdown. Just as outside days f

can imply reversal of trend, J
inside days imply continuation of

whatever the existing trend E —_ 0SC UNCH
direction is. It is left to the 840
observer to declare what that
direction is, and it seems pretty
safe to say that the current trend | soo — SuMio
direction for gold is downward. 01/02/09 ~ 02/03/09  03/05/09  04/03/09  05/05/09  06/04009  07/06/09  08/04/09
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