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deGraaf’s Daily
 Monday August 1, 2011
 Intermediate Term BarometerIndustry Group Technical Rankings
 Jeffrey deGraaf, CMT, CFA     Rob Ginsberg      Alex Meintel     [email protected] Important disclosure on page 17
 Strongest WeakestMarine Construction Materials
 Auto Components Automobiles
 Oil, Gas & Consumable Fuels Thrifts & Mortgage Finance
 Energy Equipment & Services Airlines
 Health Care Technology Diversified Financial Services
 With all eyes are on the U.S. debt ceiling, fixed income and equity markets seem to be more focused on the deteriorating economy.  While yields at the short‐end of the curve have skyrocketed on the political rhetoric coming out of Washington, the longer‐end seems more concerned with the flagging U.S. economy.  On the heels of Friday’s disappointing GDP report, 10‐year yields broke to a new cycle low, with the bull‐flattening of the yield curve accelerating to the downside.  Over the years, action that has been associated with challenging times for the economy and financial markets. 
 We have discussed over the past few weeks the rapid decline of the internal strength of the equity markets, using the percent of stocks with their 50‐day moving average over their 200‐day moving average as a proxy.  Last week provided further evidence of the markets corrosion, as 9% (45 stocks) of the S&P 500 posted fresh breakdowns, trading down to their lowest price levels in 3‐months. 
 Resolution of the debt ceiling will surely be embraced bullishly by the markets, an opportunity we would use to reduce risk and rotate towards safety. 
 Rob Ginsberg
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Neutral positions by large speculators in the 10-year
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Historically, bullish positioning by large speculators in gold should NOT be played contrarily, as momentum continues
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Silver bulls inching higher, but still relatively quiet
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 1. Past�Performance�is�not�indicative�of�future�results.2. Market�Risk:��Securities�may�decline�in�value�due�to�factors�affecting�securities�markets�generally�or�particular�industries.��The�value�of�a�security�may�be�worth�less�than�the�original�investment.3. Concentration�risk:��Investing�a�substantial�portion�of�assets�in�securities�within�a�single�industry�or�sector�of�the�economy�may�be�subject�to�greater�price�volatility�or�adversely�affected�by�the�
 performance�of�securities�in�that�particular�sector�or�industry.4. Leverage�Risk:��Fluctuations�in�interest�rates�on�borrowings�or�the�dividend�rates�on�preferred�shares�as�a�result�of�changes�in�short�term�interest�rates�may�reduce�the�return�to�common�shareholders�or�
 result�in�fluctuations�in�the�dividends�paid�on�the�common�shares.��There�is�no�assurance�that�a�leverage�strategy�will�be�successful.5. Foreign�Investment�Risk:��Investment�in�foreign�securities�(both�governmental�and�corporate)�may�involve�a�high�degree�of�risk.��In�regards�to�debt�securities,�such�risks�may�impair�the�timely�payment�of�
 principal�and/or�interest.6. Short�selling�involves�an�inordinate�amount�of�risk�including�the�theoretical�potential�for�unlimited�losses�and�losses�that�can�greatly�exceed�the�principal�amount�invested.��In�contrast,�the�potential�gain�
 from�short�selling�is�generally�limited�to�the�principal�amount�invested.��Short�sellers�can�have�their�stock�called�away�by�the lender�of�the�shares�shorted,�subjecting�the�short�seller�to�incremental�risk.��Short�sellers�by�definition�must�borrow�shares,�subjecting�short�sellers�to�margin�risk.��The�risks�cited�here�with�respect�to�short�selling�are�not�all�inclusive�and�investors�should�consult�with�their�independent�advisors�prior�to�engaging�in�any�recommended�short�selling�strategies,�including,�if�applicable,�the�short�sale�recommended�in�this�report.
 The�risks�detailed�above�are�not�inclusive.��Other�significant�risk�factors�not�identified�here�may�be�equally�or�more�important to�any�particular�investor�in�terms�of�assessing�the�overall�risks�associated�with�these�securities.��The�information�contained�herein�is�illustrative�and�is�not�intended�to�predict�actual�results,�which�may�differ�substantially�from�those�reflected�herein.�� Investors�should�consider�this�report�as�only�a�single�factor�in�making�their�investment�decision.
 Copyright�©�Renaissance�Macro�Research,�LLC.�2011.���All�rights�reserved.��All�material�presented�in�this�document,�unless�specifically�indicated�otherwise,�is�under�copyright�to Renaissance�Macro�Research,�LLC.��None�of�the�material,�nor�its�content,�nor�any�copy�of�it,�may�be�altered�in�any�way,�or�transmitted�to�or�distributed�to�any�other�party,�without�the�prior�express�written�permission�of�Renaissance�Marco�Research,�LLC.����
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