CAPITAL RESEARCH
Rsll(ey Levelzs @ 1220' We are confident the next test of the 1040-1050 support range will not likely
RRR‘_ p— ’I‘f hold. Therefore, we do not want to see it come even close, and any additional
Res: $120;7 ‘ 117 | weakness below 1075, the 61.8% retracement of the rally in the past few weeks,
Sup'_ $108'33 would signal that the breakdown is likely coming much sooner than we had
Beta', 0 9'1 112 | expected. Recall our view that Q2 earnings will likely be good enough to pull the
AvgVol: | $33.28 | 107 market a little higher, but we are seeing mpre co.mpanles d:.nlly downgrading thEI.I’
outlooks for the year at about a 1.5:1 ratio, which we anticipated, but not until
102 | Q3. So the risk has clearly increased that the markets can breakdown sooner
NI KSNJ 0KIFyYy f I 04SN SAUSNRIeQa ©g2ft
97 past few days has not been strong, and it is likely that buyers have just backed
away and may be waiting for the July 2 NFP report in light of the disappointing
92 data of late. Relative weakness developing in the consumer cyclical sector (XLY) is
87 most notable, although very interesting that homebuilders (XHB) was actually up
24-un 30dul 3-Sep 9-0ct 13-Nov 21-Dec  28-Jan  5-Mar  12-Apr 17-May 22-lun yesterday following the very poor new home sales (probably short covering).
Trading Cycle --------- 10-Day MA -------- 0 TickelTarget Detail
T e A 06 |XLU 0.68% Utilities
XLK 1.63% Information Technology
0.3 0
XLE |1.56% Energy . . OXLU @ XLK
0.1 | XLY |0.26% Consumer Discretionan
XLP 0.31% Consumer Staples
02 XLV 0.71% Health Care OXLE BXLY
Relative Cycle vs. MSCI World 10-Day MA -------- Underperform vs. MSCI World 0.8 @)| XLB 0.48% Materials
06 IJR  1.39% Small Cap BXLP B XLV
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Relative Strength Index 21-Day MA ———-— 85 9 United StatesStrategy The recommended risk adjusted allocation is 7.0% of the underlying
75 ETFs that are outperforming the S&P 500. US equities are about 21.6% of the global
65 benchmark and growing and should not exceed 40% of a global balanced portfolio to
55 ensure adequate global diversification. Adjusting exposure allows us to emphasis countries
45 and regions to help deliver alpha versus MSCI All Capitalization World Index (ACWI).
35 Hyperlinks (7] help buttons give additional detail about the tools used and are provided
25 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
http://www.etfcm.com/Downloads/ETF%20Research/ETF_Help_Relative.pdf
http://www.etfcm.com/Downloads/ETF%20Research/ETF_Help_Relative.pdf
http://www.etfcm.com/Downloads/ETF%20Research/ETF_Help_TradingCycle_RRR.pdf
http://www.etfcm.com/Downloads/ETF%20Research/ETF_Help_Key_Levels.pdf

Top Holdings in XLY:

S&P 500 Consumer Discretionary

Top Holdings in XLF:

S&P 500 Financial

Top Holdings in XLI:

S&P 500 Industrials

TKR WC?)T Consumer cyclicals are continuing to TKR WG:‘JT Financials are lagging the recovery thus TKR WG-'; We could potentially see new highs in
:\DAIC;D ggof show internal weakness, which E’f‘,\cﬁ: g;of far, with the best relative potential in S‘EX éll'g;/" this sector, and certainly a move to
. 0 . . 0 . . 0 . .
HD 5 204 undersco'res O'l:ll' grOW|'ng concern about WEC  8.9% regional banlfs (KBE) for now. B.ut th.e UPS  5.8% around $32. |§ reésonable.m the next 4-6
CMCS25.0% | the susFa|nab|I|ty of this bOL.mce be\(ond BRK/B 8.1% | fact that financials 'are lagging ‘|s MMM 5.4% | weeks a.nt|C|pa.t|n_g garnmgs. FDX was
Res: ] 533.40 the excitement over Q2 earnings. Failure [%— S17.21 extremely bad news with the leadership [—%— 3183 clearly dls.appomt.lng |n. their outlogk on
sup: | 53083 | tO hold the 200-day average ($30.50) Sup: | 512.13 being taken over by the energy sector, Supr | 52371 the cost side, which will be a continued
RSI- 20 | would be very bearish for the entire [Rq. 25 | which exerts the same influence on the [ggr 5 problem from a Dow Theory perspective
RRR: | 71% | market. RRR: | 53% | market as financials. RRR- | 33% | (IYT vs. DIA).
Beta vs. S&P 500: 1.07  $31.47 Beta vs. S&P 500: 1.43 $14.51 Beta vs. S&P 500: 116 $29.21
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Top Holdings in XLK: S&P 500 Technology & Telecom Top Holdings in XLE:  S&P 500 Energy Top Holdings in XLP:  S&P 500 Consumer Staples

R:EL \1’\162-5/ Technology is showing signs of ;';'g:/l \1/\;631;/ There is no shortage of overhead ;ER \1/\:3631;/ While the defensive side of the
. 0 . . . . . (1] . . (1] . . . .

leadership again with semis (SMH) and resistance for the sector, but we clearl consumer is relatively attractive, it onl

MSFT 9.1% P ag ( ) CVX 13.4% ! y WMT 10.1% y y

BM  7.6% large cap tech (AAPL) leading the charge. SLB  65% | see an oversold rally developing. The PM 7 9% makes sense for long only investors. If
T 6:8% The telecom part of XLK is lagging, but [5yy 5:3% administration will likely be forced to flip |k 6:5% markets breakdown, the sector will just

bouncing too; still well below the early flop on their offshore moratorium as oil fall less than the cyclicals. It continues to

Res: $25.14 ; A o Res: $62.16 i ) . Res: $28.99
supr | 52005 | January high and is weighing on the [—5o—1%s15> prices rise. However, the broadening [~5-—Ts21; | develop a head .and shoulders type
RSI- 50 relative performance of the ETF. RSI- 25 pattern of higher highs and lower lows is [ Rg. 77 pattern as well, which we expect to play
RRR: | 62% RRR: | 78% | almost always resolved bearishly. RRR- | 52% | outin the coming months.
Betavs. S&P 500:  0.94  $21.94 Betavs. S&P 500:  1.27  $53.46 Betavs. S&P 500:  0.56  $26.47
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