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Morning Comments January 13, 2009

Since bottoming in late November SPX prices had recovered in a series of higher
highs and higher lows in the context of a relatively flat price structure. Oscillator
work has been generally constructive while now showing some signs of tiring. Our
conviction with regard to substantial progress to either side now is limited by the
markets ability to demonstrate that it can make higher lows/highs thus building up a
positive trend or by showing a lower high now. We had thought prices likely to rise
into the Obama inauguration ahead of earnings reporting getting in full swing and to
sell off thereafter in anticlimactic fashion and we continue to view this time frame
around 1/20 as the most likely to beget a major move.

The ~ 885 level we had been talking about went down easily yesterday and prices
moved quickly into the area of support just above 855 that produced reactions in mid
and again in late December. The markets disregard for moving averages and ease of
flight into the ~ 855 support area suggest a tight trading range 855 x 920 is attempt-
ing to be forged. Be alert for a lower high to develop (think 885 failure) along with
weakening oscillator work and a break of 855 to signal a big move to the downside.
Building value above 920 renews bullishness. Until a decisive break occurs either
way focus more on oscillator work and less on moving average and trend.

Our enthusiasm for prices rising towards the level of heavy resistance near the 1000
level has been dampened by the markets increasing negative divergence with credit.
Even as prices in the corporate credit markets have rebounded strongly (we prefer
to use LQD, HYG as simple gauges) SPX prices have resisted this upward pressure.
This creates a negative divergence and suggests to us that the demand for corporate
credit is mostly liquidity driven at this point and lacking in much informational con-
tent or predictive power.

Its been a few weeks since we have had the spotlight on currency factors but we are
looking again as a number of the tertiary currencies we have discussed many times
in the past are once again testing the levels associated with breakdowns v. the dol-
lar. The Mexican Peso has enjoyed a high degree of inverse correlation with the
SPX and is threatening to break out of an ascending triangle that would target the 16
level, a number of other tertiary currencies are in similar condition.

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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Correlation Matrix (10 Rows = 10 Columns]

Security GEG] PLN CZK HLF Cop BRL KR SPX1 RUE TRY
1) 5PX -0679 -0,386 -0.275 -0.464 -0.174 -0,519 -0,090 1.000 -0.156 -0.,563
12) KRw 023l 0,102 0,024 0,098 0,201 0,183 1.oo0 -0,090 0,060 0,176
13) RUB 0.304 0.605 0.657 0.584 0,275 0.303 0.060 -0.156 1.000 0.410
) cop 0,220 0.321 0,295 0.263 1.000 0.447 0.201 -0.174 0,275 0,365
15) CZK 0,430 0,799 1.000 0.763 0,295 0.407 0.024 -0.275 0.657 0.553
16) PLM 0.546 1.000 0,799 0.787 0,321 0.441 0.102 -0.,386 0,605 0.576
') HUF 0591 0,787 0,763 1.000 0,263 0,436 0,094 -0.464 0,584 0,635
18) BRL 0613 0.441 0,407 0,436 0,447 1000 0,183 -0,519 0,303 0,595
9] TRY nalz2 0.576 0,553 0,635 0,365 0,595 0,176 -0.563 0,410 1.000
A MM L.oon 0,546 0,439 0,591 0,229 0,613 0,231 -0,679 0,304 0.612

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

Click on a security to view more options, or on a matrix value to wview correlation and scatter charts.
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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 sub-
stance of this report. The author certifies 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 gen-
erated 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. Additionally, Bay Crest Partners LLC
generally prohibits any research analyst from serving as an officer, director or advi-
sory 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 ana-
lyst 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
investment 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, objectives and financial circumstances.
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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 represen-
tation 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 securi-

ties, 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 represent 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
recommendations 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 ref-
erence 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 convenience 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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