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Technical Take: End Of Multi-Month Advance Receives More Confirmation

Last week's rally attempt fmled under kev resistance

Two weeks ago, we were suspecting the multi- (100-day EMA and rising channel off March lows)
month advance off the March lows was over,
but we felt more comfortable saving any higher SEP-500 |IMDEX .. dloily Condlestick choitt
conviction calls until we saw the next rally 17
attempt fai/ under the late April highs and
reverse lower on reasonable volume. We
believe we saw that behavior this week in the
S&P 500. While the potential correction’s
slope could mirror the advance (and provide a
nice guide in terms of a falling channel), we
would anticipate the current oversold condition
at the daily bar level, along with the “doji” left
in place yesterday (the one day candlestick
pattern which often calls out “stop!” in the near
term), may imply we could see some relief in

1450

1425

1400

1375

1350

41325

1200

1275

the days ahead before the downtrend resumes. Toadbe Y omE C mAr 0 e P P ®
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Zooming in further to the hourly bar reveals an impulsive decline off the 5/19 highs (five waves down suggests to us that larger degree
trend may still be lower) and a classic failure at the 50% Fibonacci retracement level on 5/29. The current choppy trading at support
from last week may be further evidence to suggest we could see some relief to work off the current oversold condition we’re seeing at
the daily bar level.

Leadership in the week ahead may come from the oversold sectors (Financials and Consumer Discretionary), while previous leaders
(Energy) may lag. While we noticed a two-month cycle at work in Financials since the decline began in 2007 (this work would imply
a better low in mid-July), several price momentum oscillators are currently “as oversold as” we were at previous multi-week lows (this
is often the problem with fixed time cycles. They don’t account for the reality of the subtle and dynamic expansions/contractions
present in cyclic analysis). In short, we would not be surprised to see some relief from beaten-up Financials in the week ahead, but we
would not anticipate a sustainable advance at this point.

S&P Financials breaking down
BK OF AMERICA CP . daily Candliestick chart
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alone... Regions Financials (RF-N-$16.43), ’ ‘
SunTrust  (STI-N-$49.32), BB&T (BBT-N-
$28.98) are joining the ranks of many others
heading into new lows. We mentioned some time
ago the regional banks were developing what we
believed to be a symmetrical triangle with the classic
wave “a@” through “e” pattern often seen in triangles.
Triangles are  “continuation” patterns and often —
convince investors into viewing the series of “higher
highS" as bullish — however, when viewed in the 5 2 12 2 10 24 7 3
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The specific securities identified do not represent all of the securities purchased, sold or recommended for client portfolios. Other securities
mentioned may be considered by Riverfront Investment Group for purchase or sale in client portfolios in the future. We currently own shares of
SLB, TXN, IBM, CSCO, CGW, MOO and DE in our managed portfolio offerings. Opinions expressed are current as of the date shown and are subject
to change. They are not intended to be investment recommendations. Past performance is no guarantee of future results.
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