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Peter Dag’s
PERFORMANCE

S&P 500
2002 +7.4% -23.4%
2003 +30.4%  +26.4%
2004 +16.9% +9.0%
2005 + 4.1% +3.0%
2006 +7.2% +13.6%

Total £82.7% = +23.5%
(S&P dividends excluded, Source: Hulbert)




CHEAP MONEY AND CRISES

SHORT-TERM INTEREST RATES AND INFLATION

TREASURY BILLS

INFLATION
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COMMODITY BUBBLES

GOLD AND CRUDE OIL
GOLD: $/0Z, CRUDE OIL $/BEL
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CAN IT GROW FASTER?

S&P 500

§.75% GROWTH SINCE 1932
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BUSINESS CYCLE

PHASE2 | PHASE3

GROWTH POTENTIAL

PHASE4 | PHASE 1
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THE GLOBAL BUSINESS CYCLE

. LEADING
OECD and China INDICATORS
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THE CYCLICAL SETTING

All Employees: Construction (LUSCONS)
Source: WS Department of Labor: Bureau of Labor Statistics
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s indicate recessions as determined by the NBER.
Feserve Bank of 5t Louis: research.stlouisfed.org




COMMODITIES ARE
SPUTTERING

SCRB (Reutersiletieries CRE Index) INDX @ StockCharts.com
30-Mar-2007 400pm Open 310,83 High 31885 Low 34066 Last 25,55 Chg +5.04 (+1 81%) 4

W $CRE (Weekly) 216,28
i alurne undef




INFLATION IS AN ISSUE

INFLATION
PP! finished goods and consumer prices
(% chyg, 12m)
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ECONOMIC SLOWDOWN RECESSION

RECESSION
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PRODUCTIVITY: DOWN

Monfarm Business Sector: Output Per Hour of All Persons (DPHMNFE)
Source: WS, Department of Labor: Bureau of Labor Statistics
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Shaded areas indicate recessions as determined by the NBER.
2007 Federal Reserve Bank of 5t. Louis: research.stlouisfed.org



WAGES: RISING FASTER

Average Hourly Earnings: Total Private Industries (AHETPI)
Source: U5, Department of Labor: Bureau of Labor Statistics
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Shaded areas indicate recessions as determined by the MBER.
2007 Federal Reserve Bank of 5t. Louis: research.stlouisfed.org




LABOR COSTS: UP

Monfarm Business Sector: Unit Labor Cost (LULCMFE)
Source: U5, Department of Labor: Bureau of Labor Statistics
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Shaded areas indicate recessions as determined by the NBER.
2007 Federal Reserve Bank of St. Louis: research.stlouisfed.org




PROFITS: DOWN

Corporate Profits After Tax (CP)
Source: U5 Department of Commerce: Bureau of Economic Analysis
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Shaded areas indicate recessions as determined by the MBER.
2007 Federal Reserve Bank of 5t. Louis: research.stlouisfed.org




GOLD AND OIL

GOLD AND CRUDE OIL
Gold: $/oz; crude oil: $/brl
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OIL AND T. BILLS

CRUDE OIL AND TREASURY BILLS
OiLLHS; T bills: RHS

CRUDE OIL
T.BILLS
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YIELD CURVE: INVERTED

3-Month Treasury Constant Maturity Rate (G53M)
vs. 10-Year Treasury Constant Maturity Rate (G510}
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2000 2003

Shaded areas indicate recessions as determined by the MBEE.
2007 Federal Reserve Bank of 5t Louis: research.stlouisfed.org
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IS IT DIFFERENT THIS TIME?

TBILLS AND STOCK PRICES

RATE ON T BILLS

2007




THE TREND IS UP

SPY (34P 500 SPORs) AMEX, @ StockCharts.com
3Ap¥2007 10:28am Open 14216 High 14345 Low 14030 Last 14325 Volume 105 34 Chg +1 25 (+0 30%) &
THERY (Weekly) 143,26

—~EMA(13) 14154

—EMA(34) (383

= EMA(E5) 13362
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BANKS, YIELD CURVE, AND
CREDIT RISK
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UTILITIES: STRONG

XLU (Ltiies Seiact Sackor SPOR) AMEX D ftochChartscom
34042007 10 Open 2931 High 20.20 Low 3950 Last 4187 Volume 623 Chg 4007 (12 44%)
LU (Weekly) 40.67 T
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MATERIAL STOCKS: STRONG

XLB (Materisis Select Sector SPOR) AMEX ey
3Ag 2007 9055am Open 3302 High 33 43 Low 3777 Last 3841 Volume 32M Chg 0.3 (+0.85%)
LB (Weekly) 38.41
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SMOKING AHOY I

(G (Carclina Geoup) NYSE B ShockCharks com
A 2007 11022

Open 7522 High 7655 Low 7576 Last 76.85 Volume 8107 Chg +124(+1 84
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TECHNICAL VIEW
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THE POINT

m ECONOMY AND PROFITS ARE SLOWING
DOWN...POSSIBLY RECESSION

m STABLE S-T INTEREST RATES

m COMMODITIES GOING NOWHERE SINCE
LAST MAY

= WEAK BANKS=FINANCIAL RISK, YIELD
CURVE INVERTED

m COMMODITY STOCKS STILL STRONG

= MARKET IN A CONSOLIDATION SINCE
DECEMBER..BUT INA BULL MARKET

m TOBACCO IS SMOKING
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STRATEGY

m THE MARKETS WILL REFLECT THE
ECONOMIC SLOWDOWN

m COMMODITY SENSITIVE SECTORS
WILL CONTINUE TO LOSE STEAM

m INT. RATE SENSITIVE SECTORS
WILL GRADUALLY BECOME
STRONGER

m THIS IS A GOOD TIME TO
REBALANCE YOUR PORTFOLIO,
POSSIBLY RAISE SOME CASH



DID YOU LIKE
THIS PRESENTATION?

| WILL BE DELIGHTED
TO MAKE A
SIMILAR PRESENTATION
TO YOUR
INVESTMENT GROUP
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