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Given our bearish intermediate view on the U.S equity markets, calling for a minimum 25% sell-off from the highs 
over the next few months, we have been monitoring a number of global markets with the intention of initiating 
additional short positions. 

Fundamentally, we can make a strong case why China will continue to sell-off from current levels. For example, 
there are legitimate concerns about China’s property market as the Chinese government continues to implement 
measures to constrain credit growth. As bank lending slows, demand will have a hard time keeping up and 
property prices will most likely decline. We also believe that Copper prices have much more downside over 
the next few weeks/months (we could see prices fall to the 210-240 area) as global inventories continue to rise 
and speculators unwind positions.  This will have bearish implications for the Chinese stock market as well and 
increases our conviction that we are going to head lower. Technically, copper is broken and it has broken below 
the uptrend from last years lows with MACD breaking below the zero level and RSI falling below the previous 
support level (see Chart 1).

We were looking to initiate a short at approximately the 41 level in the FXI Exchange Traded Fund (ETF) but the 
market never gave us that opportunity and failed just under the 200 day sma. Despite the possibility of another 
small bounce, at this stage, we think the downside risk far outweighs any upside potential, and we are initiating a 
new short position to get some exposure to the downside in the Chinese stock market. 

Technically, everything has lined up. We have broken the uptrend, broken below the 200 day sma, had a failed 
“throwback” rally, failed at the 50% Fibonacci retracement level, MACD has fallen below the zero level, and RSI 
has broken below previous support (see Charts 2-4). There are also signs of “distribution” when analyzing the 
volume and we had a recent “sell” signal from the crossover of three exponential moving averages that we use for 
momentum trading techniques (see Charts 2 & 5).

New short position: FXI (China) – short term target of 33.5, stops at 39.7
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Active Positions for 2010

Symbol Status Position
Open 
Date

Cost 
Basis

Current 
Price Timeframe Target Stop Gain/Loss Performance

DXY Active Long 12/9/2009 76.22 80.13 Intermediate 86.00 74.00 +3.90 +5.12%
EUR Active Short 12/9/2009 1.47 1.37 Intermediate 1.30 1.52 +0.10 +6.73%
JPY Active Long 12/17/2009 89.96 89.66 Short 100.00 87.00 -0.30 -0.33%
SPX Active Short 1/26/2010 1,095.80 1,063.11 Short 860.00 1135.00 +32.69 +2.98%

Active ETF Positions for 2010

Symbol Status Position
Open 
Date

Cost 
Basis

Current 
Price Timeframe Target Stop Gain/Loss Performance

UUP Active Long 12/9/2009 22.56 23.55 Intermediate 24.97 22.00 +0.99 +4.39%
FXE Active Short 12/9/2009 146.99 137.16 Intermediate 125.00 151.75 +9.83 +6.69%
FXY Active Short 12/17/2009 110.33 111.60 Short 100.00 113.00 -1.27 -1.15%
SPY Active Short 1/26/2010 109.34 106.44 Short 86.00 113.50 +2.90 +2.65%

Closed Positions for 2010

Symbol Status Position
Open 
Date

Cost 
Basis Timeframe Target

Close 
Date

Close 
Price Gain/Loss Performance

SOX Stopped Long 12/17/2009 344.61 Short 385.00 1/12/2009 360.00 +15.39 +4.47%
UTY Stopped Long 12/9/2009 412.74 Short 450.00 1/22/2010 402.00 -10.74 -2.60%
RUF Stopped Long 1/8/2010 10.40 Short 14.00 1/22/2010 9.54 -0.86 -8.27%
DXY Closed Long 12/9/2009 76.22 Short 81.00 2/1/2010 79.41 +3.19 +4.19%
EUR Closed Short 12/9/2009 1.47 Short 1.38 2/1/2010 1.39 +0.08 +5.65%
GOLDS Stopped Long 12/17/2009 1098.90 Short 1250.00 2/4/2010 1073.00 -25.90 -2.36%
BKX Stopped Long 1/6/2010 45.23 Short 57.00 2/4/2010 45.10 -0.13 -0.29%

Closed ETF Positions for 2010

Symbol Status Position
Open 
Date

Cost 
Basis Timeframe

IT
Target

Close 
Date

Close 
Price Gain/Loss Performance

XLB Active Long 2/1/2010 30.46 Short 33.2 2/4/2010 30.85 +0.39 +1.28%

Active Options Positions for 2010

Option
Symbol Status Underlying Position

Open 
Date

Cost 
Basis

Current 
Closing 
Exit Price Gain/Loss Performance

June 143-130 
Put Spread Active FXE Long 1/20/2010 3.70 5.80 +2.10 +56.76%

March 109-100 
Put Spread Active FXY Long 1/20/2010 2.30 0.80 -1.50 -65.22%
June 23 Call Active UUP Long 1/20/2010 0.65 0.90 +0.25 +38.46%

March 110-100-90
Put Fly Active SPY Long 2/3/2010 1.96 2.42 +0.46 +23.47%
September 105-
95-85
Put Fly Active SPY Long 2/3/2010 1.32 1.17 -0.15 -11.36%

Closed Options Positions for 2010

Option
Symbol Status Underlying Position

Open 
Date

Cost 
Basis

Close 
Date

Closing 
Exit Price Gain/Loss Performance

March 143-
138
 Put Spread Closed FXE Long 1/20/2010 1.80 2/1/2010 2.95 +1.15 +63.89%
March 23 Call Closed UUP Long 1/20/2010 0.34 2/1/2010 0.58 +0.24 +70.59%
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Chart 1: HG1 with RSI & MACD

Chart 2: FXI Daily
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Chart 3: FXI Weekly

Chart 4: FXI Daily with RSI
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Chart 5: FXI Daily with Exponential Moving Averages
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