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Executive Summary

The Business Cycle remains in Stage 1 as Stocks and Bonds remain in the Improving
quadrant and move towards the Leading quadrant. Commodities look to have found
their footing for now in the Lagging quadrant and attempt to build momentum towards

Improving.

Sector Rotation is starting to show some potential defensive signs with Technology and
Industrials turning towards Weakening, and Utilities turning back towards Leading. No
major cause for concern yet though as Discretionary and Financials continue to Improve

toward Leading.

The Charts for the US Dollar, Stocks, Bonds, and Commodities are all in interesting
positions as we near the end of Q3. Stocks are currently looking to retest recent highs
with PnF counts confirming. See Technical Analysis below for the Bearish Scenario and

Bullish Scenario on how this might play out.

Key Events this week include CPI Report tomorrow (9/13), Retail Sales Thursday (9/15),
and Q3 Options Expiration Friday (9/16). It should be a busy week.

“All of us are working together toward one great end, some knowingly and

purposefully, others blindly.”

- Marcus Aurelius -

Business Cycle
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Stage 1 - Commodities are falling as global economies begin to weaken. Bonds stop

their decline and start to improve in anticipation of monetary loosening and

accommodative policies.

Asset Rotation
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Asset Analysis

Stocks continue to move toward the Leading quadrant with no major change in
momentum week over week. Biotech (IBB) has been in Leading ahead of the other Stock
ETFs, but is starting to lose momentum quickly with a change in direction towards

Weakening. This weakness is important to note as we will see if it is a precursor for the

other Stock ETFs soon.

Bonds point to no real change week over week as TLT tries to hold key support and

build new momentum for a move higher.
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Commodities remain in the Lagging quadrant, but Gold (GLD) and Agriculture (DBA)

are making turns toward Improving. The CPI report on inflation will be released

tomorrow morning and it should be expected to move markets.

Markets are all in interesting positions as we head into the Q3 Options Expiration on
Friday (9/16) and the end of Q3 two weeks later (9/30), See Technical Analysis below.
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Sector Analysis
There was one quadrant change this week as Energy moved from Weakening to
Lagging. Energy has been straddling the Lagging & Weakening line for the past few

weeks as price appears to be in Phase C type behavior.

We are starting to see momentum come out of Technology (RYT) and Industrials (RGI)
as they turn towards the weakening quadrant. Discretionary (RCD) and Financials (RYF)
are showing the strongest bullish behavior at this time as they move from Improving

toward Leading.

Consumer Staples (RHS) and Utilities (RYU) have been in the Weakening quadrant for
10+ weeks now, but due to their previous strong moves from Improving to Leading, they
have remained resilient staying in Weakening and not moving into Lagging. Utilities are
attempting to turn back towards Leading which would be a cause for concern for Stocks.
Consumer Staples still have momentum towards the Lagging quadrant which doesn’t

suggest any immediate bearish rotation for stocks yet.

Stocks are currently in an interesting position with potential Phase C type behavior, see

Technical Analysis below.
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The Charts
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Daily Charts: UUP - US Dollar, SPY - Stocks, TLT - Bonds, DBC -
Commodities
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Intraday Charts: UUP - US Dollar, SPY - Stocks, TLT - Bonds, DBC -
Commodities

Technical Analysis

The Dollar (UUP) is retracing into the previous trading range in potential Phase C

behavior. The bias remains to the upside until we see how price action reacts in this
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current downswing and trading range.

Stocks (SPY) are moving towards a test of recent highs which will be a key data point in
determining if this is Re-Distribution or Accumulation. The current short term PnF
count is to $417 - $429 which aligns right with a retest of recent highs. Below are the

potential Bearish Scenario and Bullish Scenario for how this might play out.

Bonds (TLT) are holding key support with potential spring type action today. The next
upswing needs to make a decisive move up and through the $110 - $112 range to negate

the idea that the ice is cracking underneath Bond’s feet right now.

Commodities (DBC) are rebounding after a potential LPS and local spring type action
the past week. The previous downswing was fast with increased supply which suggests
some distribution characteristics. A 50% retracement of the previous downswing would
be $25.76 which price is currently sitting at right now.
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investment advice. Any individual who chooses to invest in any securities should do so with caution. Investing in securities
is speculative and carries a high degree of risk; you may lose some or all of the money that is invested. Always research your
own investments and consult with a registered investment advisor or licensed stock broker before investing. Past
performance is not indicative of future results. To the fullest extent of the law, we will not be liable to any person or entity
for the quality, accuracy, completeness, reliability, or timeliness of the information provided in this website, or for any
direct, indirect, consequential, incidental, special or punitive damages that may arise out of the use of information we
provide to any person or entity (including, but not limited to, lost profits, loss of opportunities, trading losses, and
damages that may result from any inaccuracy or incompleteness of this information).
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