The Daily Grind Stone Technicals Thursday, 26 August 2010

Technical Analysis + XJO
- Serious move lower to new lows has begun and highs
¢+ SPX have been made
- T.he major sell off continues as additional bearish - Weekly bearish signals will begin to strengthen now
signs over the economy and markets surface as sell off accelerates into reporting season
- Yield curves continue to flatten as short-term rates are - More local companies disappointing on estimates —
near zero and long-term rates are dropping faster with OST, CBA, QBE, MQG,
growth slowing sharply. This is extremely dangerous . .
and DEFLATIONARY. If continues — drastic Fed - 3yrbond yields are now breaking lower and
action will be required. generating firm trending signals to the downside —

pre-empting a similar decline in equities
- Downside target is 943 on the S&P ] ) ) ] )
- Main downside Target is the Fibonacci (61.8%)
- Major head and shoulders top formation is forming on retracement of the 2009 rally at 3858.

Nasdag identical to that seen in 2008 generating
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target back 1538

- S&P banking index starting to break crucial support —
across 118 stretching back 12 months. This is a Np/m\ ;
worrying sign for the financial sector and a WARNING M A Farso0
sign for investors. Target 92 or 22% lower. AfN\f WW \MJ \\ﬂ\\ﬂ“ r

- Equities are never cheap until there is large element ' W/ /f\/ V\ o
of fear and catastrophe in markets and this will oo
present itself in late Sep to early Oct /
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Nikkei

Japanese economy is getting crunched by
strengthening yen and slowing global demand

Index is breaking another year long support formation
that points to a sustainable trend lower that is likely to
retest 7500 or near the 2008/09 lows

Trending signals are just surfacing on weekly charts
after a prolonged period of rest suggesting the next
move could be quiet sizeable

As USD/Yen continues to head south and approach
record lows below the 1995 low — it underpins the
view that risk aversion is not just a short-term scenario
but risks are for a potential “panic period” or “mini-
crash”

These global trends are giving serious warnings to
investors that the top down macro trend is growing
decidedly bearish and will dwarf any bottom-up
positive theories over the next two months

FTSE

similar top formation completing on the FTSE as on
the S&P 500 with head and shoulders formation also

in play
momentum and trending signals have now swung to
the downside this week confirming firm bearish risks

as daily signals continue to strengthen the “panic
period” is approaching with next few weeks a very
high risk

target is to 50% correction of 2009/10 upleg at 4667
or 10% from current levels




Important Notice

This report has been prepared on behalf of and issued by StoneBridge Securities Limited (ABN 92 067 161 755) (AFSL 238148)
(StoneBridge). StoneBridge makes the statements in this Important Notice for itself and on behalf of each of its related bodies corporate and
their respective officers, agents and employees from time to time (collectively, the StoneBridge Group). This report is provided only on the
terms set out in this Important Notice. If you retain and use this report, each member of the StoneBridge Group relies on your acceptance of
the terms set out in this Important Notice.

References in this report to data may rely on third parties over which StoneBridge has no control and for which StoneBridge accepts no
responsibility. Whilst all of the information and statements contained in this report have been prepared with all reasonable care, no
responsibility or liability is accepted by any member of the StoneBridge Group for any errors or omissions or misstatements however caused or
arising. Any opinions, forecasts or recommendations reflect the judgment and assumptions of StoneBridge on the basis of information as at
the date of publication and may later change without notice.

This report is not, and should not be construed as, an offer to sell or the solicitation of an offer to purchase or subscribe for any investment.
This report contains unsolicited general information only, without regard to any investor's individual objectives, financial situation or needs.
StoneBridge is not aware that any recipient intends to rely on this report and StoneBridge is not aware of the manner in which a recipient
intends to use it. This report does not contain specific advice for any particular investor. Before making any decision about the information
provided, you must consider the appropriateness of the information in this report, having regard to your objectives, financial situation and
needs and consult your own investment, tax and legal advisers. Investment in financial products involves risk. Past performance of financial
products is no assurance of future performance.

This report is not for public circulation or reproduction whether in whole or in part and is not to be disclosed to any person other than the
intended recipient, without obtaining the prior written consent of StoneBridge. All intellectual property rights in this report are, and at all times
remain, the property of the StoneBridge Group, unless otherwise attributed.

To the fullest extent permitted by law, each member of the StoneBridge Group excludes all liability of whatever kind, whether in negligence,
tort, contract or under fiduciary duties strict liability or otherwise, for any loss or damage of any kind (including without limitation indirect,
incidental or consequential loss or damage, whether reasonably foreseeable or not) however arising in relation to the publication of this report,
including any reliance on it or making any transaction in respect of any financial products or strategy mentioned in it.

Each member of the StoneBridge Group may, from time to time hold positions in any securities included in this report (or derivatives of them)
and may buy or sell such securities or derivatives or engage in other transactions involving such securities or derivatives, as principal or as
agent for clients. A member of the StoneBridge Group from time to time may earn brokerage, fees or other benefits from securities mentioned
in this publication or derivatives of them. These will be disclosed, as required, in the ordinary course of providing financial services.

No member of the StoneBridge Group has, or will receive, whether directly or indirectly, any commission, fee, benefit or advantage, whether
pecuniary or otherwise in connection with making any recommendation contained in this report. A member of the StoneBridge Group or a
consultant to it may, from time to time perform paid services for the companies whose securities are the subject of recommendations in this
report

Under no circumstance, however, has any member of the StoneBridge Group been influenced, either directly or indirectly, in making any
recommendation contained in this report.

This Important Notice must be read in conjunction with the Legal Notice which can be found on our website at
http://www.StoneBridgegroup.com.au. Further information is available on request.

This document contains comments on a company or companies reflecting initial thoughts on an event or situation that is either time sensitive or
that may only warrant a short comment. It can be opportunistic (that is where we feel risk is either over-priced or under-priced or where the market
fails to price in certain events — either positive or negative). It may also include companies that Research does not maintain full coverage although
the analyst has a solid understanding of the company and or sector and is making an informed judgment (in this case, it will not include
recommendations, forecasts, price target and/or a valuation).
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