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The international theme has not changed much. Germany (EWG) remains the
major recipient of weakness elsewhere in Europe, as we have seen some money
move back into the PIIGS, but it seems to move out just as quick. The DAX looks
to be developing a major double top pattern priced in euros, but it is still amongst
the strongest charts in the developed world. China (Hong Kong) has improved on
a relative basis and has not suffered nearly as much in the past few days of
weakness led by the US markets. The change of leadership in Australia (EWA) is
initially thought to be a positive that the proposed tax on mining companies will
be eliminated or reduced significantly. The near 10% rally in the AS has seen a
little weakness, as global risk has been reduced this past week, which remains a
huge factor when investing in Australia. The euro is experiencing a bit of a relief
bounce too that could last for the next few months, but it is unlikely to bounce
back above 1.30 versus the dollar. We expect Europe to underperform still
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Relative Strength Index 21-Day MA ———-— @ e Portfolio Strategy: The recommended risk adjusted allocation is 16.6% of the
Z underlying ETFs that are outperforming the MSCI EAFE index. EAFE equities are about
57 20.2% of the global benchmark and should not exceed 40% of a global balanced portfolio to
47 ensure adequate diversification. Adjusting exposure allows us to emphasis countries and
37 regions to help deliver alpha versus MSCI All Capitalization World Index (ACWI). Hyperlinks
27 (7] help buttons give additional detail about the tools used and are provided throughout

the report; one click will take you to an explanation at www.etfcm.com
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http://www.etfcm.com/Downloads/ETF%20Research/ETF_Help_Candlesick.pdf
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MSCI EAFE Small Cap
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