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Morning Comments
March 1, 2010

The Near Term to be Decided Now

This is a revised version of the note that we ! rst published back on Monday, February 22nd, 2010.

I haven’t had a lot to say recently as markets have largely been playing out in line with our thinking here. In the 
fourth quarter of last year I had gotten very cautious on markets and moved to a fully hedged book in light of 
deteriorating momentum and clear signs of distribution. In early January we saw technical evidence suggesting 
a bout of seasonal weakness was likely into late February and early March. We had spoken then about the large 
number of stocks we saw completing third leg advances and meeting pattern projections thus setting up for 
meaningful corrective activity.  In late January I had forecast the bull trap which developed in the SPX as targeting 
1030-1040, and I underestimated the market’s strength. Now we are at a meaningful juncture as SPX prices have 
recovered to retrace their recent declines to the Fibonacci 61.8% retracement of the down move from the highs.  
Our momentum indicators are in position for a potential refreshment now. We observed large numbers of fresh 
momentum buy signals last week with sell signals dropping quite sharply. For instance, by our count 323 MACD 
buy signals were generated in the SPX last week v. 102 the preceding week while fresh sell signals dropped to 9 
from 43. Thus, given oscillator refreshment and the level of retracement being tested currently, we believe prices 
must quickly fail now or the weight of the evidence will shift towards the view that the recent corrective action is 
largely complete. Conversely, renewed downside now would not be expected to be contained in the context of 
previous bull trap projections should prices pivot down immediately and aggressively. We will stay hedged for now 
to see a bit more action and believe that building value and closing above the 1109 levels will signal fresh upside 
while sub 50 day moving average closes still favor a hedged approach. 
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We have been seeing some real strength in tech names recently, particularly in network centric names, with 
stocks like NETL and FFIV breaking up out of multi year bases in a continuation of the phenomena we had 
discussed frequently last year when discussing the likes of CREE and CHKP. Unlike busted resource or 
industrial names, which recovered from dramatic oversold conditions to claw back a bit of their losses from the 
bubble, many tech names are making 5-10 year highs as they are breaking out of powerful long term bases and 
demonstrating true strength, as opposed to bouncing. This is a juxtaposition for tech vis a vis the condition tech 
was in at the early part of this decade post its own bubble.  I am going to recommend a small basket of tech 
names this morning with the belief we will be adding more as this notion of tech as producing bona ! de strength is 
reinforced. I like accumulating RVBD, APKT, TKLC, VLTR, JDSU, and FNSR here.
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Another thing I wanted to update this morning as it relates speci! cally to the market, as much as I dislike involving 
the market in my stock calls, is the action in the regional banks we have been recommending long. Most of these 
shares are in a position where they can easily fail and put in another corrective leg down.  This would likely carry 
prices through recent lows and down towards 200dMA support, as you can see on the charts of KRE and HBAN  
below. Notice how these are setup like the SPX right now. This further corrective action would have no real impact 
on my long call but rather would serve to make the process considerably more time consuming and painful in the 
near term though while presumably also increasing longer term health of the trade. These shares should also 
corroborate SPX direction at this point so worth keeping an eye on.
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IMPORTANT DISCLOSURES

Analyst Certi! cation
The author certi! es that this research report accurately states his/her personal views about the subject securities, which are re" ected in the substance of this report. The author certi! es that no part of his/her compensation was, is, 
or will be directly or indirectly related to the speci! c 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 Con" icts of Interest 
Analysts employed by Bay Crest Partners LLC are compensated from revenues generated by the ! rm. 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 of! cer, director or advisory board member of a company 
that such analyst covers. 

Company Speci! c 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. 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, ! nancial 
situation or speci! c 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 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 ! nancial circumstances. We recommend that investors independently evaluate particular investments and strategies. Past performance is not a guarantee of future results, 
and no representation 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 " uctuate 
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 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 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 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.

The information presented in this document is believed to be reliable. This document does not constitute an offer or solicitation to buy or sell. For accredited investors only. Options are not suitable for all investors. Please 
ensure that you have read the options risk disclosure document, accessible at http://www.optionsclearing.com/publications/risks/riskstoc.pdf and at http://www.theocc.com/components/docs/December_2009_ODD_De! nitive_
Supplement.pdf

Price targets given in this report were obtained using technical analysis. Targets, support and resistance levels are based on previous price action and offer no guarantee of future performance.

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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