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Capitulation Alerts Appearing,
“Turn of the Month” and Holiday Seasonality a Factor

Our technical observations take advantage of pattern recognition such as the post-bubble model,
four year cycle in equities and the mid-march bottom in gold. These are generally coupled with
technical signals to assist in the positioning of the patterns.

Independent of pattern analysis, we developed our Exhaustion and Summation Indices as a

means of identifying market extremes.

The Exhaustion Index monitors the strength of the

longer-term trend while the Summation Index looks at the short-term. When there is urgency on
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the part of investors to enter or exit a
market the Summation Index will register
an overbought/oversold reading. A
pullback in an existing trend will produce
a reading in the Summation Index that can
be used to enter the correction in the
dominant trend. When both indices
produce simultaneous extremes we
categorize the market as having upside
Exhaustion or downside Capitulation
alerts. Such alerts put the market into a
mode that is prone to a sharp correction
back to the 20 & 50 period exponential
moving averages. The monthly and
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Many stocks and indices have achieved oversold Summation readings as of May 21* and a
number of daily Capitulations are now present so prices could bottom out over the next few
days and corrective rallies back to the 20/50-day moving averages are becoming likely.
Signals include the Dow Transportation Index, NASDAQ, Health Care (XLV), Consumer
Discretionary (XLY), Insurance (KIE), Regional Banks (KRE), Euro (May 18), 10 20 and 30-Yr
T-Bond Yields. A series of individual stocks charts is included at the end of the report. If the
larger bear market is developing these will merely become short-lived rallies.
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“TOM”: Seasonal effects are likely to be a factor in the markets over the next two weeks. In the
1980’s we did considerable research into the “Turn of the Month” and “Turn of the Year”
phenomenon that generated a lift in the markets through the end of the month and around
holidays. For decades prices tended to rally on the last business day of a month through the
fourth of the following month. Additionally, there was a holiday effect where stocks tended to
rise in the two days leading up to a three day weekend. There has been a multitude of research
done by others since then optimizing entry and exit dates, but arriving at similar results. The
coming Memorial Day weekend has both TOM and the holiday factors working in its favour.
Over two-thirds of the May-June TOMs are positive with the average win/loss ratio being around
one and a half (depending upon the index).

For nimble traders the influence of these factors suggests a long position be implemented by
Thursday’s close and exited June 4™ to 7™ In the NASDAQ the typical rally is 3% to 6%
keeping it well below the May 13" high and the 20/50 day moving averages. For all other
investors it should provide another selling opportunity.
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Recent May-June “TOM” action.

Buy Thursday prior to Memorial Day — Sell first Monday in June
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Some widely followed individual stocks with capitulations are presented below.
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(A) AGILENT TECH-Daily 05/21/2010 C=31.340 SnapSum Buy

On Balance Volume 20338419200 Volume 5911146.00
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(BRK-B) BERKSHIRE HATHA-Daily 05/21/2010 C=73.010 SnapSum Buy |24
f

On Balance Volume -1943237243.00 Volume 10920312.00

(BTO) JOHN HANCOCK-Daily 05/21/2010 C=15.520 Snap5um Buy P
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(BX) BLACKSTONE GROUP-Daily 05/21/2010 C=11.070 Snap5um Buy
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(DN5) DMSNEY - Dalh_.r 05/29/2010 C=32.270 Snap3um Buy TD Sequen Buy | 2
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(F) FORD MOTOR CO-Daily 05/21/2010 C=11.260 SnapSum Buy
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(GE) GEMERAL ELECTRIC-Daily 05/21/2010 C=16.420 Snap5um Buy

On Balance Volume

-1542055936.00 Volume 146375680.00
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(GPS) GP5-Daily 0521/2010 C=22.150 Snap3um Buy TD Sequen Buy

On Balance Volume -13668422.00 Volume S533504.00 :_2”[“:
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(INTC) INTEL-Daily 05/21/2010 C=20.207 Snap5um Buy TD Sequen Buy
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(LIZ) LIZ CLAIBORNE-Daily 05/21/2010 C=5.200 SnapSum Buy
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(LTD) LINITED-Daily 05/21/2010 C=24220 SpapSum Buy TD Sequen Buy
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(PDE) PRIDE-Daily 05/21/2010 C=25.150 SnapSum Buy TD Sequen Buy -35
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(RTH) RAYTHEON-Daily 0521/2010 C=53.700 Snap3um Buy TD Sequen E||u1,'r
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(WY) WEYERHAEUSER-Daily 05/21/2010 SnapSum Buy
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The opinions in this report are solely those of the author. The information herein was obtained from various sources; however we do
not guarantee its accuracy or completeness. This research report is prepared for general circulation and is circulated for general
information only. It does not have regard to the specific investment objectives, financial situation and the particular needs of any
specific person who may receive this report. Investors should seek financial advice regarding the appropriateness of investing in any
securities or investment strategies discussed or recommended in this report and should understand that statements regarding future
prospects may not be realized.

Investors should note that income from such securities, if any, may fluctuate and that each security’s price or value may rise or fall.
Accordingly, investors may receive back less than originally invested. Past performance is not necessarily a guide to future
performance. Neither the information nor any opinion expressed constitutes an offer to buy or sell any securities or options or
futures contracts. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related
investment mentioned in this report. In addition, investors in securities such as ADRs, whose values are influenced by the currency
of the underlying security, effectively assume currency risk. Moreover, from time to time, members of the Institutional Advisors team
may be long or short positions discussed in our publications.

BOB HOYE, INSTITUTIONAL ADVISORS

EMAIL bobhoye@institutionaladvisors.com
WEBSITE www.institutionaladvisors.com
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