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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)




THE MARKETS WIN

COMMODITIES (FUTURES) AND INTEREST RATES
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MAN-MADE (FED)
COMMODITY BUBBLES

GOLD AND CRUDE OIL
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CAN IT GROW FASTER?

S&P 500

15-20% channel, semi-log axis with 8% slope
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BUSINESS CYCLE

PHASE2 | PHASE3

GROWTH POTENTIAL
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THE GLOBAL BUSINESS CYCLE

QECD and China
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US BUSINESS CYCLE

VENDOR DELIVERY INDEX

1SM manufacturing and senic

MANUFACTURING
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YIELD CURVE POINTS TO
SLOW GROWTH

DELIVERY INDEX {ISM) AND YIELD CURVE
Yield curve: 10 year T. bond yields less 13-week T hills

DELIVERY INDEX




MANUFACTURING CYCLE

BUSINESS INVENTORY CYCLE
SALES AND INVENTORIES
Percent change, 12 months
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COMMODITIES ARE
SOARING

200

CRB COMMODITY INDICES

Raw industrials (spot) and CREB futures
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INFLATION IS AN ISSUE

INFLATION
PPI finished goods and consumer prices
(% cha, 12m)
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ECONOMIC SLOWDOWN RECESSION

RECESSION
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GOLD AND INFLATION

GOLD AND INFLATION
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MAJOR LOSS OF
COMPETITIVE ADVANTAGE

DOLLAR

§: Major currencies AWORRISOME TREND ASSOCIATED WITH

STRONG COMMODITIES,
AN INCREASINGLY VULNERABLE ECONOMY, AND
LOSS OF PURCHASING POWER
RELATIVE TO THE REST OF THE WORLD

MAJOR SUPPORT LEVEL
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GOLD AND OIL

pAil

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

CRUDE QIL AND TREASURY BILLS
QiiLHS, T bills: RHS
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OIL SERVICE STOCKS:
STRONG GROUP
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CREDIT RISK AND
FINANCIAL STOCKS

Compare with:
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Y TD Price Histary - Foreign Maney Certer Banks (112007 - 8/3/2007)

Legend
a4t B

2%
0 AW = sl V' 1 MONCENTE
[V MMDATLABMNK
: . [¥ W MDWESTEN
a : WA A ANARR RN e e VAT V' BNTHEASTENK
j AN ol N2 A [V 1 PACFICEHK
\ ‘ ¢ W STHEASTENK
8% -2 VAN ! ¥ B STHAESTENK
0% "

2%

B%

2%

-14%

-6 %

-18%

-20%

-22%

-244%

2% T T T T T T
10142007 21142007 3Mi2007 Ai102007 f/1/2007 71202007 2532007




CREDIT RISK AND
HIGH YIELD FUNDS

FAGIX (Ficelty Capital and Income Fund) UShF @ StockCharts.com
2-Aug-2007 Open 2.72 High 272 Low 572 Close 2.72 Chg -0.04 (-0.45%)
W (Daily) 8,73
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ETFs TO USE IN
DOWN MARKETS

YTO Price Histary - UtraShaort S&PS00 ProShares (1072007 - 8/372007)
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THE TREND: 8%

about 20% risk on the downside

S&P 500

15-20% channel, semi-log axis with 8% slope

1989 199 1993 1993 1997 1999 2001 2003 2005 2007




BONDS AND STOCK PRICES

10-YEAR BOND YIELDS AND STOCK PRICES

10-YEAR BOND YIELDS




THE MARKET IS OVERSOLD

STOCKS ABOVE 30-WEEK MVG AVG
Source: Investor Intelligence
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THE MARKET IS OVERSOLD
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VOLUME PATTERNS

= RISING VOLUME WHEN THE
MARKET OR A STOCK RISES

= RISING VOLUME WHEN THE
MARKET OR A STOCK DECLINES

m \WHAT 1S HAPPENING NOW?

VOLUME IS SOARING AS THE
MARKET DECLINES




THEORY OF GAMES
(ACTION RATHER THAN SELECTION)
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THE POINT

m ECONOMY IS GROWING SLOWLY
m STABLE S-T INTEREST RATES

x COMMODITIES ARE STRONG
REFLECTING A WEAK DOLLAR

= WEAK BANKS=FINANCIAL RISK

m | ONG-TER MARKET TREND: UP 8%
= MARKET VERY OVERSOLD

= [. BONDS OK

m COMMODITY SENSITIVE STOCKS/TECHS
ARE THE STRONG SECTORS



IDEAS TO KEEP IN MIND

= DIVERSIFICATION =
INDEXATION=AVERAGE PERFORMANCE

m AVOID ASSET CLASSES NOT IN TUNE
WITH BUSINESS CYCLE

m INVEST INSECTORS BENEFITTING
FROM CURRENT BUSINESS CONDITIONS

m USE TIMING TOOLS TO KEEP FOCUSED

= MANAGE THE MAKET VALUE OF YOUR
PORTFOLIO, NOT EACH POSITION



STRONG SECTORS
IN A STRONG ECONOMY

m ELECRONICS

a METALS AND MINING
m CONGLOMERATES

m ENERGY

m TELECOM

m INTERNET



STRONG SECTORS
IN A WEAK ECONOMY

= TOBACCO

m HEALTH SERVICES
m INSURANCE

= BANKING

mREITS

mUTILITIES



WHAT DO WE LEARN
IN A DOWN MARKET?

m KEEP FOCUSED
® MAKE FREQUENT TRANSACTIONS

mSEL L SLOWLY THE WEAKEST
POSITIONS

m BUY SLOWLY THE STRONGEST
POSITION

m LISTEN TO THE MARKETS

= \WWHEN IN DOUBT ...ACT
(TAOIST SAY)



DID YOU LIKE
THIS PRESENTATION?

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