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Morning Comments May 18, 2009

A stunning gap up for the SENSEX last night and not unlike the recent gap higher
for the TWSE it occurs at an area of indicated resistance. Were it not for the fact
that this enormous gap occurs after a long and punishing bear market of historic
proportions we would probably be inclined to dismiss out of hand the SENSEX
move as climactic and unsustainable given its sheer magnitude and location at the
end of a several months long rally. Quite contrarily however, we are now watching
with great interest since the ability of this market to shake off the pervasive global
bearishness for equity in such demonstrative fashion is more synonymous with early
strength than late weakness in our view. This has all the look of the breakaway gap
and builds on the powerful gap up in TWSE recently. We are alert to a deeper mes-
sage if more of this behavior should begin to manifest globally. As an old trader said
to me with a shrug in late 2002, “bear markets end and bull markets begin,” I never
forgot that, Hank.

I wanted to post a few of the charts we are looking at bullishly as I mentioned last
week. In general, we are first and foremost interested only in issues that demon-
strate positive action with respect to earnings. I have written extensively about the
phenomena of high volume earnings driven gaps up as a bullish indicator so I won’t
belabor this point. We prefer to let an issue demonstrate its willingness to appreciate
and then buy pullbacks towards the gap up to minimize risk and maximize reward. I
can see two scenarios right now around the majority of the stocks we favor bullishly.
The most likely in my opinion is that after a short rally up not quite back to recent
highs another corrective leg unfolds that brings the target right into the gap were we
pounce. Alternatively, action is contained above the base from which the issue has
gapped and the correction is sideways prior to renewed upside. The Nasdaq Com-
posite’s ability to hold above its pivot right here or decline into the much heavier
level of support ~1600 will be useful in guiding us but ultimately I don’t want to get
too caught up in broad market action with respect to names exhibiting the bullish
characteristics we look for as we believe the situation is progressing rapidly towards
one of being a market of stocks and away from one of being a stock market. This is
an expression of the distillation of new market leaders from the frustrations of old
bubble leaders.

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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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, ac-
counting or tax advice. Since the levels and bases of taxation can change, any refer-
ence 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 with-
out the written consent of Bay Crest Partners LLC.
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