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Morning Comments August 31, 2009

SHCOMP really took it on the chin last night and broke down out of a bear flag targeting a conflux
of support in a band of 2333-2402 which represent the measuring implications of the bear flag, the
61.8% Fibonacci retracement of the entire leg up from the lows and the peaks reached in late Sept
of 08 as well as the mid Feb peak. Minor support resides just under 2600 with heavy resistance now
indicated 2760-2860.

More importantly, what does a weak Chinese equity market mean for other markets? If you ask the
statistician the answer is likely, nothing. Take a look at the correlation studies below and one can see
that few markets show the lack of correlation with others that SHCOMP demonstrates. What does
matter however, at least in the short term, is perception. With further downside forecast for SHCOMP
we would expect investor interpolation of the price action to spill into other markets however briefly
and influence trading while price targets are open, a reversal notwithstanding.

We have been increasingly inclined bearishly on the SE Asian markets generally as we have written
about recently and continue to see negative divergences unfold across the region. We prefer shorts be
built and confess to being emboldened a bit by the action in China. Also, we have been heavily long
of US tech shares and as such keep a close eye on TWSE. Negative divergences are opening up there
and we must stay alert to implications of this tech focused index.
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The results presented should not and cannot be viewed as an indicator of future performance.
Charts courtesy of Bloomberg Finance L.P.
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<{HELP» for explanation. EquityCORR
1<G0> to Edit, 2<G0> for more options, <MENU> to return to correlation menu

Actions .| Add Matrix Short asia corr
Daily B calculation  [Correlation B [ocaiccv @
Correlation Matrix (10 Rows x 10 Columns)

Security 5TI T KLCT Tw'SE SHCOMP | HSI KOSPI SET SEMSEX SPX
11) SHCOMP 0,397 0,399 0,357 0.264 1.000 0.517 0,412 0.369 0,328 0088
12) HSI 0,828 0,713 0,648 05BN 0,517 1,000 0,594 0,712 ne21 0275
13) KDSPI 0,523 0.534 0,493 0,634 0412 0,594 L.o0n 0.421 0,345 0,184
14) IC1 0,727 1000 0,604 0,474 0,399 0,713 0,534 0,682 0427 0,230
15) 571 1.oog 0.727 0,638 0,580 0.397 0.828 0,523 0,701 0,596 0,349
18] SET 0701 0.682 0.556 0,354 0.369 0.712 0,421 1.000 0608 0,325
) KLCT 0,638 0,604 1,000 0541 0,357 0,648 0,493 0,556 037y 02yl
13) SENSEX 0,596 0.427 0,377 0,293 0,328 0,621 0,345 0,608 Loon 0,285
19) TwSE 0,589 0,474 0,541 L.oon 0,264 0,580 0,634 0,354 0,298 0,137
M) SP 0,349 0,230 0,271 0.137 0.088 0,275 0,184 0,325 0,285 1.o00

Colar bands based on Statistical Significance: Most Significant Significant Less Significant Least Significant

Click on a security fo wiew more options, or on a matrx wvalue to view correlation and scatter charts,
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<{HELP» for explanation. EquityCORR
1<G0> to Edit, 2<G0> for more options, <MENU> to return to correlation menu

1) Hdit 2) Actions .| Add Matrix Short asia corr

. ; Daily B calculation  [Correlation B [ocaiccv B
<Filter> Correlation Matrix (10 Rows x 10 Columns)

Security 5TI T KLCT Tw'SE SHCOMP | HSI KOSPI SET SEMSEX SPX
11) SHCOMP 0,368 0,309 0,354 0.317 1.000 0.517 0,353 0,298 0,329 0,044
12) HSI 0,852 0,652 0,597 0604 0,517 1,000 0,704 0,660 0658 0,309
13) 5TI L.o0n 0,670 0,608 0609 0,368 0,852 070z 0,671 0Ga50 0,294
1) KLCT 0,608 0,604 1000 0,554 0,354 0,597 0,565 AR=11 0,473 0,155
18] KOSPI 0,702 0.584 0.565 0,700 0.353 0,704 1.oog 0,521 0,494 0,239
18] SEMSEX 0,650 0.497 0.473 0406 0,329 0,658 0,494 0.538 1000 0,328
1) TwSE 0,609 0,528 0,554 1000 0,317 0,604 0709 0,471 0,406 0,131
13) IC1 0,670 L.o00 0,604 0,528 0,309 0,652 0,584 0,600 0,497 0,164
19) SET 0,671 0,600 0,555 0,471 0,298 0,660 0,521 L0060 0,538 0,309
M) SP 0,204 0.164 0,155 0.131 0.044 0,309 0,239 0,300 0,328 1.o00

Color bands based on Statistical Significance: Mast Significant Significant Less Significant Least Significant

Click on a security fo wiew more options, or on a matrx wvalue to view correlation and scatter charts,
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¢HELP> for explanation. EquityCORR
1<G0> to Edit, 2<G0> for more options, <MENU> to return to correlation menu
: i multifactor corr study

>

2731, g Daily B calculation  Forrelation B [ocaiccv B
<Filter> Correlation Matrix (10 Rows x 10 Columns)
Security 5P CRY Gl Dy DA HiEl CL1 S SHCOMP 1 TH
1] SHCOMP 0,088 0.168 0.128 -0.135 0,130 0,260 0,118 0,110 1000 n.naz
2] HEL 0,440 0,704 0,246 -0,295 0558 1000 0462 0462 0260 0,348
3] CRY 0,573 1000 0,281 -0.422 0LETE 0704 0,832 0,509 0,168 0437
4] DA 0,699 0,576 -0.017 -0,367 1.000 0558 0453 0573 0130 0415
18] GC1 -0,025 0,281 1000 -0.213 -0.017 0,246 0,147 0,053 0128 0034
1) CLL 0,462 0,832 0,147 -0,317 0,453 0462 Looo 0,387 0,118 0,457
) S0 0,795 0,509 0,053 -0,336 0,573 0462 0,387 1000 0,110 0,224
18] 5P 1000 0,573 -0,025 -0.425 0,699 0440 0462 0,795 0088 0270
9] THE 0,279 0.437 0.034 0.030 0.415 0,348 0,457 0.224 0.naz 1000
) DRy -0.425 -0.422 -0,213 1.000 -0.367 -0.295 -0,317 -0,336 -0,135 0030
Colar bands bazed on Statiztical Significance: Mozt Significant Significant Lezz Significant Least Significant

Click on a security to wiew more options, or on a makths walue to wiew correlation and scatter charts,
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EH 511800 G537-227-0 21-fug-2009 05:354:08
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At 01:46 0Op 6844.91 Hi 6848.96 Lo 6760.05
WSE TMNDEX MACD - Maving Average Convergence/Divergence Page 1/15
: =| JI I | '
r‘}1|1 }-+1' ..{::;;..._..-Tnn

: to’ TWSE WETE neq;atwe osullatnr .
en DurhEavy long éxposure td US tech shares :

- 4sm

[4E M3l AT IS pa My 15 [ an s Jan 3 a5 ITE] Al a3l

Austroalia &1 2 9777 8600 Broazil 5511 3048 4500 Europe 44 20 7330 FS00 Germoany 49 69 9204 1210 Homg Kong 852 2977 &000
Jupan 81 3 3201 8300 Singopore 65 6212 1000 U.5. 1 212 318 2000 Copyt-ight 2009 Bloomkery Finonce L.P.
SH S11200 G537-227-0 31-Aug-2002 07:53:59

Bay Crest Partners, LLC 3



August 31, 2009

TWSE To6825 .95 +16.09 Index MACD
At 01:46 Op 6844.91 Hi 6848.96 Lo 6760.05
wSE TNDEX MACD - Moving &verage Convergence/Divergence Page 1/21
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Important Disclosures

Analyst Certification - The author certifies that this research report accurately states his/her personal
views about the subject securities, which are reflected in the substance of this report. The author certi-
fies that no part of his/her compensation was, is, or will be directly or indirectly related to the specific
recommendations or views contained in this research report. The research provided in this report is
based on technical analysis provided by Bay Crest Partners LLC. Technical analysis is the study of
price and volume and the interpretation of trading patterns associated with such studies in an attempt
to project future price movements. The investments discussed in this report may not be suitable for all
investors. Investors should use technical analysis as one input into formulating an investment opinion.
Potential Conflicts of Interest

Analysts employed by Bay Crest Partners LLC are compensated from revenues generated by the

firm. Bay Crest Partners LLC generally prohibits any research analyst and any member of his or her
household from executing trades in the securities of a company that such research analyst covers. Ad-
ditionally, Bay Crest Partners LLC generally prohibits any research analyst from serving as an officer,
director or advisory board member of a company that such analyst covers.

Company Specific Disclosures

Bay Crest Partners LLC does not expect to receive or intend to seek compensation for investment
banking services from any or all companies listed.

Additional Information

Please write to Bay Crest Partners LLC 40 Wall Street, 45th Floor, New York, NY 10005 Attention:
Compliance Department.

Other Disclosures

This report is issued and approved by Bay Crest Partners LLC, a registered member of NYSE,
FINRA, ARCA, ISE, NASDAQ, NFA. This report does not constitute an offer or solicitation to buy
or sell any securities discussed herein in any jurisdiction where such offer or solicitation would be
prohibited. The securities mentioned in this report may not be suitable for all types of investors. This
report does not take into account the investment objectives, financial situation or specific needs of any
particular client of Bay Crest Partners LLC. Recipients should consider this report as only a single
factor in making an investment decision and should not rely solely on investment recommendations
contained herein, if any, as a substitution for the exercise of independent judgment of the merits and
risks of investments. The analyst writing the report is not a person or company with actual, implied or
apparent authority to act on behalf of any issuer mentioned in the report. Before making an invest-
ment decision with respect to any security recommended in this report, the recipient should consider
whether such recommendation is appropriate given the recipient’s particular investment needs, objec-
tives and financial circumstances.

Bay Crest Partners, LLC 5
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We recommend that investors independently evaluate particular investments and
strategies. Past performance is not a guarantee of future results, and no representa-
tion or warranty, express or implied, is made regarding future performance of any
security mentioned in this report. The price of the securities mentioned in this report
and the income they produce may fluctuate and/or be adversely affected by exchange
rates, and investors may realize losses on investments in such securities, including
the loss of investment principal. Bay Crest Partners LLC accepts no liability for any
loss arising from the use of information contained in this report. All information,
opinions and statistical data contained in this report were obtained or derived from
public sources believed to be reliable, but Bay Crest Partners LLC does not repre-
sent that any such information, opinion or statistical data is accurate or complete,
and they should not be relied upon as such. All estimates, opinions and recommen-
dations expressed herein constitute judgments as of the date of this report and are
subject to change without notice. Nothing in this report constitutes legal, accounting
or tax advice. Since the levels and bases of taxation can change, any reference in this
report to the impact of taxation should not be construed as offering tax advice on the
tax consequences of investments. This report may provide addresses of, or contain
hyperlinks to, Internet web sites. Bay Crest Partners LLC has not reviewed the
linked Internet web site of any third party and takes no responsibility for the contents
thereof. Each such address or hyperlink is provided solely for the recipient’s conve-
nience and information, and the content of linked third party web sites is not in any
way incorporated into this document. Recipients who choose to access such third-
party web sites or follow such hyperlinks do so at their own risk.

This report or any portion hereof may not be reprinted, sold, or redistributed without
the written consent of Bay Crest Partners LLC.
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