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Location, location, and... location. It’s not just true of real estate, when it comes to the market where you’re in
has become as important as whether you’re in. Our illustrious career in technical analysis, which began all those
three or four years ago, emerged out of a keen insight that when the market went up, our stocks typically went
up. Sadly, and to our great annoyance, the opposite also proved true. Academic studies found long ago that as
much as 70-80% of the movement in an individual stock is the function of the overall market trend. And that
remains the basic premise of IBD. Over the last couple of years our view here has changed a bit. Certainly,
market trend remains important to most stocks, that’s why stocks above their 200-Day Moving Average
regularly fluctuate between 30% and 70%. Meanwhile, while there always will be leaders and laggards, the last
couple of years have made it clear that group or sector performance is more important than ever. Much of the
market’s performance has been driven by Tech, but there is evidence of some change.
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Semiconductors have become sketchier of late, but the Mark Twain quip about his own demise seems
appropriate here. Almost ironically, it’s Nvidia (NVDA - 203) with a poor pattern, remaining below its 50-Day
for a couple weeks now. Meanwhile, AMD (547) seems like the counter party there. If there is a group or sector
influence at play here, it’s worth noting the SMH ETF (608) is down to its 50-Day for the first time since early
April. Our impromptu observation is that last week most food stocks outperformed most Semis. Then, too, this
speaks to the better action in Staples like Food. There have been many false dawns here, but the charts are not a
fluke. When it comes to change, however, the real story seems about Healthcare and especially the Financials.

We are not exactly fans of the Banks, and in our darker moments have called them serial screw ups. Turning
positive on Banks and other Financials isn’t so much about buckling under to a belief, as it is standing up for
another — go with the charts. What particularly impresses us about the Financials is the breath of participation.
It’s JPM (335) and the rest but it’s the Regionals as well — good news in turn for the Russell 2000. It’s Investment
Bankers like Morgan Stanley (MS - 222), Brokers, like, Interactive Brokers (IBKR - 95), even the boyz in the
HOOD (115). The most striking group, however, might be the Insurers (IAK - 146), which seem to be screaming
something about rates, or how Al will help rather than put them out of business as was once thought. The
Financial ETF (XLF - 56) seems a reasonable way for participation here.

Getting back to the overall market, the backdrop here is positive. Healthy markets are not just about the market
averages, they’re about participation. Markets don’t get into trouble with the Advance/Decline Index dancing
around its highs as is the case now. Of late some of that can be attributed to the better action in Financials,
considering the numbers there. And a healthy Financial sector is a positive sign in and of itself. If you would
like to simplify market analysis even further, look at 7 or 8 years of a monthly chart of the S&P. Analysis here
may require a complicated tool sometimes called a ruler, which you apply to the low points along an uptrend
and the peaks along a downtrend. Too simple, Throw in a moving average or two. Market Analysis may not be
easy, but most of us make it too complicated.

More fighting in Iran — didn’t see that coming, or should we say who didn’t see that coming. Apparently, Oil
did not, having come down rather sharply, seeming not to understand the Memo of Understanding. Markets
typically are pretty good at getting this sort of thing. It did react the other day, rallying the most since early
April, but so far, it’s still a rather subdued response. The real risk is escalation, troops on the ground and resulting
damage to oil infrastructure, but this doesn’t seem on the table. Oil is dealing with all the noise and stocks as
well. The devil is always dancing somewhere in the Middle East, and markets have learned to deal with it. They
will again and investors will as well.
Frank D. Gretz

60 BROAD STREET, 39™ FL NEW YORK, NY 10004 TELEPHONE: (212) 320-3000
THIS IS NOT AN OFFER OR SOLICITATION OF AN OFFER TO BUY OR SELL THE SECURITIES/INVESTMENTS MENTIONED HEREIN. WHILE THIS REPORT HAS BEEN PREPARED FROM ORIGINAL
SOURCES AND DATA WE BELIEVE TO BE RELIABLE, WE MAKE NO REPRESENTATIONS AS TO ITS ACCURACY OR COMPLETENESS. ADDITIONAL INFORMATION IS AVAILABLE UPON
REQUEST.
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STATE STREET S&P 500 SPDR ETF (SPY - 752) - MONTHLY

SPY.BZ ¥ 0:747.95 H: 751,097 L:745.54 C: 751,25 & 5.85
MA(50.0) ¥ M:538.70
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