1 <Q$ stock forecasts thru mid 2002 were consistently bearish
LO0O 2 .

BISHOP'S STOCK INDEX CALLS:
2-15:  "Today the stock market picture remains mixed with the Dow Industrials w& \/_5
and Russell 2000 in positive patterns vs. the less clear S&P 500 and OEX. A &

The NDX (QQQ) and OTC are the most bearish of the lot." \

3-01:  "The most remarkable feature of the markets is the large number of Nasdaq 100 J/
stocks moving together in a unified final downtrend. There simply is no similar
group of stocks moving up on the bullish side at this point....

N

The OTC Composite and NDX need to take out their 2-22 lows at least -
marginally in order to put in a meaningful post 1-09 bottom...

The downside pressure from the OTC increases the likelihood that the
SPX witl test it's 2-20 low."

3.45:  "...The current rally is likely to top soon followed by a pullback into ~(RveHT)
_ seasonally bearish April...However, this pullback is likely to hold above 2-22." 'Lw R 0]\‘6)

4-01:  "Today I'm less convinced of the "2-20 lows hold' thesis, largely due to theQz IGHT
lagging performance of the OTC and NDX. \l{
Comme}rciais are very net short,_consistent with a coming substantial selloff.

Earnings season looms.... Jan earnings was a top, April a bottom ?
April often brings seasonal weakness.
A STOCK MARKET SELLOFF IN THé NEXT FEW WEEKS WOULD BE \\

CONSISTENT WITH A SELLOFF IN THE CRB AND A BOND RALLY OVER THE
SAME TIMEFRAME, BOTH OF WHICH I'M EXPECTING FOR INDEPENDENT REASONS. *°

The NDX internals favor the downside.

4-12: OTC: ...very likely to take out the 2-22 lows...Commercials are not yet at a
level high enough to stop this selloff.

S&P: ...when the 3-26 low was cracked on 4-03, there was no hope left of

and rally and the downleg is confirmed....the challenge to the 2-22 low is real...
After touching or taking out Feb 22 we \mll be well-poised for a summer rally

IF the commercials have reversed and gone net long at that point.

4-26: A bottom is in sight and above the 9-21 lows but we're not there yet. J/

OTC: ...likely to be rocky but hoid between 1550 and 1600. oW . ,“\Q{?@
SPX: ...the very short commercials point to further downside. For a bottom that i e){' .
can springboard a summer challenge of the Jan highs, look for a double ‘3 wé ‘ \
bottom in May, between 1025 and 1050. \e L5 i
: ¢
DOW: | look for a seasonal bottom in the 1-30 low area (+/- 9500) in May e\j @\“& .
- - .Q/ - ~

RU2000: ...an on-going selloff to bottom above the Feb lows (457 area) in May /‘/’ ' /

502 @



SUMMER of '02 REMAINS BEARISH
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Our projectibns for further steep stock selloffs

from early Sept '02 into mid October....
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10-18-02: Calling the Oct. '02 stock market bottom
to within a week...

iy ~ AUvVancea vnl @<UV< Irading Technigues, Inc.

e O 1270 A3 H_ 128808 L: 1253.44 _c 128786

i [ ) . . CREDIBLE.BREAKOUT IN THE OTC .
3y (5]
/TN
ajp P ihine @i, MAY CONFIRM OUR 9-06 FORECAST
[A'f ' 3 \‘ , it T'\ s
V i FORECAST 9-06:
> u.,, v \ :}'* 1090 to 1140 by

'\ early/mid Oct.
i \4

\ "« Daily - Advanced GET 02002 Trading Technigues, Inc.
/“0/18’02 5 N L ' 0 879, .06 H 886.68 .L: 866. .58 C: 884.39

FORECAST 9-06:
"Test 775 in the
0 weeks ahead"

-------------- c: LASSIC S&P TECHNICAL BREAKOUT

---------- -"""'1')'"IN"BOTTOMING SEASO :
© -+ 2) COMMERCIALS HUGELY NET LONG
3) PEAKING OPTION VOLAT%LIT‘-’ :
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Extremely important driver of the 2002 market bottom:_ Wall Stree_t
analysts slash EPS estimates. Positive earnings suprises more likely.

- Jan. 03 ANALYSTS SLASH ESTIMATES & GET THEM RIGH T!

Keeping an Eyve on Two Stormy Situations
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BUSINESS INVESTMENT
Percent change from previous period

vverdone, and it teeds on itself,”
sald Curt- Hunter, head of re-

search at the Chicago..Federal selling buying, according

Reserve. “They alltalk'to each  to Thomey, T s 40, 2002:41.5% 7
i other. One sayg things-are bad,  “If you're a CEO, the most re- A

.and then it builds, C cent recession was a horrible SO 7 Er iz

Bwmed by retribution from
the exuberance of the late 1990s,
companies also are being “ap-
propriately careful about not
misleading: the Street,” said
Timothy O'Neill, chief econo-
‘mist for BMO Financial Group

‘one, and_ the recovery hag ‘not
been rapid. The market is down
fora reason,” said Jay. Mueller,
portfolio manager and econo-
mist with. Strong Investments
In Milwaukee. “That's why
CEOs aré 8o gluomy.™ - - :

and leader of & national econo. Investors are pricing in th-e -8 5 :
xn{stsgmup. . ' torporate’ gloom, é_logg with J;EF R 21:1%2- ) e
Generally = speaking, | s specific worries about war with L ' .
probably true that companies Irag and pension funding foran - <. -earnings growth
publi_c Positions are somewhat agmg workforce. There are estimates h; hee
- ‘Plenty of legitimate reasons tg ates have been.cut

be concerned, exectitives say

The Standard & Poor’s 500 in-
dex closed Friday at 829.649,
down nearly . Percent. since
Jan. 1, .

FIRST CALL EARNINGS ES;I'IMATES
Change from year-earlier period
ESTIMATED GROWTH FOR 4Q, 2002

OCTOBER RSO
it o ?»ﬁ?gz 15%

ESTIMATED GROWTH FOR1Q,2003

OCTOBER LS IORE T = o pyman

2-9-03
Estimate
Cuts!

- Analysts, who take their cues
predominantly from companies
rather thaneconomists, stil] are
ageressively cutting their esti.

;Eat;z_g: for corporate earningsin 7 WEEK Rl .1%
e iirst and second gquarters, ESTIMATED GROWTH FOR2Q,2003
said Chucle Hill, research direc. OCTOBER {FRUY S 4 5 qusggm

tor for First Call, a data firm,

“The slashing started Jast fall,
then leveled offat the holidays,”
Hill said. “The hope was that
we'd revert to normal wimming
after the first of the year. Unfor-
tunately, slashing is still the
word.”

Earnings estimates for the
Becond quarter have been

e B T Rt TN,

LAST WEEK BENEH 8.09%
Saurces: First Call, The Conference Board,
Bureau of Economic Analysis

Chicsou Tribun.

mists, many of whomn believe
we're in the early stages of a
bickup,

"Execurives havealways been
Jokingly referred to ag lagging
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When the market looked grim in early ’04, we saw it
__as a pullback in an on-going uptrend.
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Apr. ’04: We recommend heavy accumulation of
energy-related stocks based primarily on relative strength
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Early ’06 Much toppier. Forecasting blip S&P rally to 1310
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analysts are RAISING EPS est
te of the “slashing” at the late 2002 market bottom
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IVve Surprises...

Rising EPS estimates create the risk of negat
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...especially when a profit slowdown is likely...

BCA RESEARCH

CHART 14 _
Financial Stress Is On The Rise
— S&P 600/ S&P 500 (LS)

=== BCA FINANCIAL STRESS INDEX*
(Inverted, RS)
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Importantly, financial system strains are on the
rise, according to our proprietary Financial Stress
Index (shown inverted, Chart 14). Rising stress is
typically associated with the underperformance
of the risky small cap asset class.

Watch Out For Profits

Our profit margin proxy is highly correlated with
the capitalization cycle (Chart 15). The marked
divergence this cycle highlights that small caps
are in overshoot territory. Rising wage bills,
higher interest expenses, and high commodity
costs combined with an expected slowdown in
demand should ensure that profit margins get
squeezed and profit growth decelerates steadily
(Chart 15, panel 2). The implication is bearish for
small caps to the extent that they are a play on
profit growth.

It appears that some of the slowdown forecast by
our profit model has affected small cap manager’s

U.S. EQUITY SECTOR STRATEGY - CAPITALIZATION STRATEGY OCTOBER 19,2005 8
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CHART 15
Expect A Profit Growth Slowdown
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CHART 16
Small Business Managers Are Already Nervous
— S§&P 600/ S&P 500 g.gE n ’:0
=== QUTLOOK FOR BUSINESS CONDITIONS IN
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the market response
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to “good” earnings quarters has become more muted...
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Apr ’06: Stock valuations, while not overly
excessive, are not screaming bargains either... i
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5-12-06 BREAKDOWN CONFIRMATION INDICATORS:

1) Two major black candles 2) Multiple support trendline breaks
3) Value Line relative strength Indicator turns negative.
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5-17-06: MORE SELLOFF CONFIRMATION
1) Japan LEADS to the downside 2) Volatility explodes
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Page 1 of 1

5-18-06: S&P Volatility breaks out & “confirms the move”

Volatility
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1225 short term...

ecting S&P selloff to 1175

5-19-06: Proj
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5-19-06: “... OTC Top quite clear... further downside ahead...”
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look for lower lows into

eason. Targeting 1180-1210 by mid July...
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6-14-06: S&P Hits 1219 intraday...



targeting further
1980-2020 by mid July

14-06: OTC hits 2065 intra-day...

6

downside into July earnings...
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difficult to say

So far the U.S. stock selloff is orderly, if abrupt...
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whether it’'s merely a correction or a major top at this point...
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Turkey, Israel...
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Some smaller “emerging” stock markets do have the appearance

of major tops: Chile, Russia, Indonesia, Thailand
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