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$48.77 $51.22 $54.17

Recommended % of Global Equity Allocation

Outperform vs. MSCI World

Res: $50.79

Sup: $47.18

Beta: 0.91

Avg Vol: $1.7B

RSI: 49

RRR: 41%

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 A$ 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 
moving forward despite the challenges the US faces with State and Local debt. 

EAFE Portfolio Strategy: The recommended risk adjusted allocation is 16.6% of the 
underlying ETFs that are outperforming the MSCI EAFE index. EAFE equities are about 
20.2% of the global benchmark and should not exceed 40% of a global balanced portfolio to 
ensure adequate diversification. Adjusting exposure allows us to emphasis countries and 
regions to help deliver alpha versus MSCI All Capitalization World Index (ACWI). Hyperlinks 

 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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TickerTarget Detail

EWH 0.67% Hong Kong

EWN 1.34% Netherlands

EWG 1.68% Germany

EWD 0.76% Sweden

EWL 2.05% Switzerland

EWQ 2.88% France

EWU 5.57% Britain

EWA 1.61% Australia
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Base-Buy

Res: $10.85

Sup: $8.95

RSI: 45

RRR: 75%

The 52-week lows have held and if our 
view that the world has stabilized for 
now plays out, we look for a bounce 
towards the falling 50/200-day averages 
as the next best sell opportunity. Best 
case for Japan is a range bounce 
scenario, but if global markets break, 
Japan probably outperforms. 

We see the potential to bounce on a 
currency adjusted basis towards the 200-
day average, but there is significant 
overhead resistance. RRR are attractive 
near 100%, but if recent lows break it 
would be extremely bearish. 

The DAX tested its 52-week high and failed 
this past week, but remains the strongest 
chart in EAFE. When considering the 
currency risk in (EWG), the chart looks 
much weaker than it really is. Germany 
has benefited from money flow out of the 
weaker euro nations and that probably 
continues for a while. 

Relative Cycle  ----- Consolidation

Res: $17.01

Sup: $14.10

RSI: 50

RRR: 83%

Res: $20.23

Sup: $18.52

RSI: 53

RRR: 28%

Base-Buy

Bullish-Buy

Base-Breakout

Bullish-TrendRelative Cycle  ----- Relative Cycle  -----

EAFE Portfolio Strategy: The recommended risk adjusted allocation is 16.6% of the 
underlying ETFs that are outperforming the MSCI EAFE index. EAFE equities are about 
20.2% of the global benchmark and should not exceed 40% of a global balanced portfolio to 
ensure adequate diversification. Adjusting exposure allows us to emphasis countries and 
regions to help deliver alpha versus MSCI All Capitalization World Index (ACWI). Hyperlinks 

 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  

TKR WGT
HSBA 8.5%

VOD 5.7%
BP/ 5.0%

RDSA 4.9%

TKR WGT
SIE 10.8%

EOAN 7.7%
BAS 7.2%

BAYN 6.8%

TKR WGT
7203 4.7%

8306 2.8%
7267 2.3%

7751 2.3%
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 Top Holdings in EWA:     MSCI Australia  Top Holdings in EWH:     MSCI Hong Kong  Top Holdings in SCZ:     MSCI EAFE Small Cap

1.08 0.53 0.92Beta vs. MSCI EAFE:Beta vs. MSCI EAFE:Beta vs. MSCI EAFE:

Small cap EAFE is beginning to 
underperform like we have seen with US 
small caps in recent weeks. With one 
more rally left, leadership could re-
develop, but we think that the first thing 
to sell into a bounce is small cap 
exposure that will likely underperform 
the most in the next bear phase.  

The chart clearly looks encouraging, but 
it is a bit overbought short-term. We do 
not expect new highs and look to sell 
into any additional strength. We are 
seeing broadening chart patterns in 
many markets that typically resolve 
bearishly. 

BHP, the largest component of EWA 
appears to be tracing out a bottom 
pattern and we should see it lead a 
bounce towards the 200-day average 
over the next month or so. It has stalled 
against its own 200-day average in the 
past few days, but a significant change to 
the proposed mining tax should help. 

Res: $24.57

Sup: $18.52

RSI: 51

RRR: 87%

Res: $18.09

Sup: $13.22

RSI: 58

RRR: 55%

Res: $41.55

Sup: $30.54

RSI: 54

RRR: 60%
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TKR WGT
BHP 14.7%

CBA 9.0%
WBC 7.8%

ANZ 6.5%
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16 8.5%

1 7.1%
388 6.9%

2 6.0%
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9003 0.6%

341 0.4%
3234 0.4%

ITRK 0.4%
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