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Momentum rules this market. It’s not as dirty of a word as its often considered to be, and far more legitimate when other factors such as sentiment
and breadth are confirming its presence. That’s not to say it’s flawless even when those conditions are present, but it is consistent enough to
respect, particularly in a 4t Q where performance has otherwise been lacking. Price is now at it’s furthest extreme from it’s own 50-day since the
Spring of 2009 (SPX). We find NO utility in such measures unless they are used from a momentum perspective, and find not statistical advantage to
using such indications as mean-reverting signals. If anything, this spread is further confirmation of the strength of momentum, and the likelihood of
it's continuation into 2012.

Unintended consequences are the hallmark of government intervention. Why, after the EU solution to insolvency are Italian yields trading at all time
wides to Bunds? Our policy team (with no argument from us) believes the European “solution” is just more of the same, and will likely require yet
another round of bailouts with more stress in the not so distant future. We do not believe, however that Italian yields are signaling immediate
failure, rather they reflect (at least partially) the consequence of “voluntary” haircuts on Greek debt. Insurance is a mechanism to control risk,
usually through leverage, and the notion that a 50% loss somehow isn’t protected by CDS holders has resonated with those holding Italian, Spanish
or French debt. People carry mortgages worth multiples of their cash on hand, and banks loan those monies with the understanding (proof) that the
asset is insured. A voluntary haircut may be good for Greece, counter-parties to CDS (GS & MS) as well as European banks. Itis not the renegade
bear on the other side of the trade that takes the hit, instead it is the very people willing to have large long vanilla positions, that need to hedge out
some of that risk with a levered and convenient vehicle. In typical fashion, policy makers may have cost themselves billions of Euros in the
unforeseen consequences, by scaring away natural holders of the debt they need to sell....... HAPPY HALLOWEEN!
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Roper Industries Inc. (ROP-US) Technical Ranking: 4

Electrical Components & Equipment

Leggett & Platt Inc. (LEG-US) Technical Ranking: 4 Home Furnishings
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Discovery Communications Inc. Series A (OT8E&Ait@)Ranking: 4

Broadcasting
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Macy's Inc. (M-US) Technical Ranking: 1
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Nordstrom Inc. (JWN-US)
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Technical Ranking: 1 Department Stores
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Sears Holdings Corp. (SHLD-US)

Technical Ranking: 4

Department Stores

Quest Diagnostics Inc. (DGX-US)

Technical Ranking: 4

Health Care Services
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Merck & Co Inc (MRK-US) Technical Ranking: 4 Pharmaceuticals Berkshire Hathaway Inc. Cl B (BRK.B-US) Technical Ranking: 4 Property & Casualty Insurance
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Cincinnati Financial Corp. (CINF-US) Technical Ranking: 3 Property & Casualty Insurance Travelers Cos. Inc. (TRV-US) Technical Ranking: 3 Property & Casualty Insurance
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XL Group PLC (XL-US) Technical Ranking: 3 Property & Casualty Insurance Simon Property Group Inc. (SPG-US) Technical Ranking: 2 Retail REITs
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HCP Inc. (HCP-US) Technical Ranking: 4 Specialized REITs Health Care REIT Inc. (HCN-US) Technical Ranking: 4 Specialized REITs
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Ventas Inc. (VTR-US) Technical Ranking: 4 Specialized REITs Total System Services Inc. (TSS-US) Technical Ranking: 3 Data Processing & Outsourced Services
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Adobe Systems Inc. (ADBE-US) Technical Ranking: 4 Application Software Oracle Corp. (ORCL-US) Technical Ranking: 3 Systems Software
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Tellabs Inc. (TLAB-US) Technical Ranking: 5 Communications Equipment Applied Materials Inc. (AMAT-US) Technical Ranking: 5 Semiconductor Equipment
| Price 50 Day Moving Average —— 200 Day Moving Average 10 + Price 50 Day Moving Average - 200 Day Moving Average
9
ﬂw W ’
" e 7 Sl
bl ™ "W A
= i 6
L Who, pw ™~ fﬁm W V\f‘ Wi
~ 5 >
w "WL \I,ﬁ.’,l | ﬂ'
mﬁlfﬁ . W
—— Relative Strength to S&P C sfte 1500 / ion T gy -SEC 140 = Relau ngth to S&P C 15007 logy -SEC
\*\r”/\ = o
100
%‘ i \\xv.\/v/
%_Wm\ 60

110

4110 710 10/10 1m

4 7 10111

110 4110 710 10/10 1nm

7m 10/11

g88ese

n
@

+30

25

120
110

883



KLA-Tencor Corp. (KLAC-US) Technical Ranking: 4 Semiconductor Equipment Linear Technology Corp. (LLTC-US) Technical Ranking: 4 Semiconductors
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+  Price 50 Day Moving Average — 200 Day Moving Average 85 + Price 50 Day Moving Average 200 Day Moving Average
55
Mﬁ W\‘nm w . Kot 80 M
I 7 f 75 ' 50
W %HM M o e )
4){«‘" 70 -vM' _— 45

W.f*""*w‘"ﬁ-w\ “ Yi : ,v’m"" B L
w . ¥ WWW 3.” Trend .

[~~Reiative Sirength to SgR-Camposite 1500/ Utilities -SEC 100 —— Relative Strength to S&P Composite 1500 / Utilities -SEC 130
WA A AT S, (125
“""‘"’”\\\F\n 90 120
115
80 N A 110
M 105
S 70 aad B : 100
110 4/10 7110 1010 111 4 71 1011 110 4110 710 1010 11 411 7M1 1011
Integrys Energy Group Inc. (TEG-US) Technical Ranking: 3 Multi-Utilities
+ Price 50 Day Moving Average — 200 Day Moving AW 55
r
™ %
-fﬁﬂr’ = W— ~ 50
;f” ww .

Lo A Z

—— Relative Strength to S&P C: 140

e T e e o R
/“’“HN l

110
1/10 410 710 10/10 1711 4 7m 10/11




Legal Disclaimer

Analyst Certification: The analyst(s) principally responsible for the preparation of this research report certify that the views expressed in this research report accurately reflect his/her (their) personal views
about the subject security (ies) or issuer(s) and that his/her (their) compensation was not, is not, or will not be directly or indirectly related to the specific recommendations or views contained in this research
report.

Analyst: The analyst does not serve as an officer, director, or advisory board member of the subject company.
The analyst or a member of the analyst's household does not have a long position in shares or derivatives of the subject company.
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Pulse has not acted as an investment banker for the company(s) mentioned in this report in the past or will solicit in the future.
The person(s) responsible for preparing this report regularly trade the constituents of the CRB index, currencies, fixed income securities and stock indices.
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pool of investment vehicles consisting of components of the compensation generated by directors, analysts or employees and may effect transactions in and have long or short positions in the securities
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Additional Significant Risk Factors and Investment Considerations:  The securities or trading strategies discussed in this report may not be suitable for some investors. Investors must independently
evaluate each issuer, security, or instrument discussed in this report and consult independent advisors where necessary.

1.  Past Performance is not indicative of future results.

. 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.

LY RENMAC

MACRO



