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| think traders were spooked yesterday by the valuation downgrade in BIDU. In my opinion this contributed
heavily to the mounting weakness in Nasdaq over the day as fears of further valuation downgrades in other
extended stocks have now given traders a reason to sell. The counterpoint is IBM; big, cheap, sporting a better
PEG than BIDU and closing in on new all time highs. Rotation is afoot all around the market.
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The entire price structure takes the shape

of a massive long term base
=100

IBM within striking distance of its all time closing high!

-4 007

il |M|||‘|‘W\ il ””\H“HI\ T —

|Dee2s Det 31 : Det 11 : Dec 28 ’ Det 31 : Diet 31 i Dec 31 : Det 31 ’ Dec 30 : Det 31 T Derd

| 1883 191 1893 1985 1957 1959 200 003 2095 2007 2008 |
Austrolia 61 2 9777 8600 Brozil 5511 3045 4500 Europe 44 20 7330 7500 Germoryg 49 69 9204 1210 Hong Kong 852 2977 &000
Jopon 81 3 3201 85900 Singapore &5 6212 1000 u.s. 1 212 318 2000 Copyr-ight 2003 Bloombety Finonoce L.P.

SM 511800 G337-227-2 12-0ct-2002 22:05:1F7

On 9/29 we had recommended accumulation of weakness in airline shares into last weeks releases of traffic data.
The sector was hit hard by the UAUA offering right before the traffic numbers came out and despite the numbers
showing some of the best results in at least a year prices have continued to be heavy while not rebounding as
quickly or as sharply as we believed they would. We think that a mix of an extended market, higher crude, dollar
angst and excess dealer inventory post recent offerings have conspired to make this so. That being said, we
continue to recommend that both traders and investors be accumulating right now. We believe this sector has
promise and potential of a secular nature, making it our favorite long term sector play and we see current action
as the further unfolding of the basing process that leads to XAL prices multiples above current quotations. | am
attaching a correlation matrix below that | think addresses near term noisy macro concerns handily.
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2) Actions .| Add Matrix Short airlines
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<Filter: Carrelation Matrix (9 Rows x 9 Columns)
Security AL CL1 SPx Dy AL DAl AR, LIALlA, JBLU
1) AL 1000 0,248 0.719 -0.221 0.875 0,834 0,340 0,884 0,843
2] DAL 0,884 0,184 0,553 -0,159 0,834 1.000 0,814 0,828 075l
13) UALIA 0,884 0,105 0,521 -0.121 0,815 0,828 0,793 1000 0752
14) CAL 0,875 0,120 0,523 -0.102 1000 0,834 0,823 0,815 0737
15) JeLu 0,843 0,192 0,616 -0,233 0737 0,751 0723 0752 1000
16] AMR 0,840 0,060 0,453 -0.088 0,823 0,814 1.000 0,793 0723
1] SPx 0,719 0,530 1.ao0 -0,339 0523 0,553 0,453 0521 0416
18] CL1 0,248 1.000 0,530 -0.323 0120 0,134 0,060 0,105 0192
19) Dy -0.221 -0.323 -0.339 1.000 -0.102 -0.159 -0.088 -0.121 -0.233
Color bands based on Stabistical Significance: Mozt Significant Sianificant Less Significant Least Significant

Click on a security to wiew more aptions, or on a mathz value to wiew correlation and scatter charts,
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| want to quickly update a few things we have been recommending recently. We had taken out some longs in the
defense space back on 9/29/09 on a purely technical basis and these have not performed to our expectations
as we were quickly stopped out of RTN while longs in NOC and GD have lagged the market. | don’t want to fool
around too much here as | had expected a market leading show of strength from the DFI and the opposite has
been forthcoming so we will be strict in stopping this trade should that occur. We are going to stick with NOC,
using technical support at the 50 level for stops, and the pivot level at 64.80 as a stop for GD.
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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 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 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. Additionally, 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.

c (6 Discl

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 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. 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 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 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

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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