The www.effectivevolume.eu web site

This document explains how the "Effectivevolume" web site is organized and gives tips
on how to use the site.
Part of the site is reserved to friends.

This web site offers a portrait of what institutional players are buying and selling. It is
organized from the market, to the sectors, to specific stocks. The site uses a “top down”
approach.

1. S&P 500

Click on the left drop down, this brings up the S&P 500 Money Flow screen (Figure 1),
which provides the Accumulation/Distribution of the Large Players of the S&P 500.
Figure 1 advises the reader of general market conditions (Bullish or Bearish) and the
sustainability of these conditions. It is calculated simply by tallying the Large Money Flow
(Large Effective Volume x Price) of each of the constituents, after having used the
corresponding S&P weight.

Additions and deletions and weight modifications are followed by S&P published data. Note
that the S&P weight of each stock by capitalization and adjusts on a quarterly basis.
The following link will connect you to the S&P web site.

http://www2.standardandpoors.com/portal/site/sp/en/us/page.topic/indices_500/2,3,2,2,0,0,0,
0,0,3,1,0,1,0,0,0.html
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Figure 1: The S&P 500



The sub-menu "S&P 500" contains a list of ETF's i.e.: XLY, XLP, etc. These are the official
sub-sectors within the S&P 500. Figure 2 shows an example of the Large Money Flow
calculation for the XLI (Industrials). As for the total S&P 500, | calculate the XLI Large
Money Flow using the Large Money Flow of each constituent, weighted by its official weight
for the sector, as published by the S&P.

The following link will connect you to the SPDRs details (the various ETFs that are linked to
sub-sectors of the S&P 500).

http://www.sectorspdr.com/eqsnaps/?do=snhapshot&symbol=XLY

Figure 2: XLI, the industrial component of the S&P 500

Scroll down each page of the S&P subsectors, you will discover the Long Term Total
Effective Volume and Price Trend of each sub-sector ETF (Figure 3). This is followed by
the Large/Small Effective Volume separation  (See the two figures below). Be aware
Effective Volume analysis on ETF’s are less reliable than the aggregate of the EV analysis
performed on each of the components of the ETF’s. It is not because people buy or sell an
ETF that causes the ETF's price to move accordingly: It is because the ETF’s price follows
the underlying securities prices. However, each of the underlying securities will be more
susceptible to move according to the buying or selling occurring on that security. Hence,
Figure 2 is more reliable than Figure 3.




Figure 3: XLI: ETF Money flow analysis




2. Nasdag 100

This section shows the Nasdaq 100.

Look for divergences between Money Flow and Price. When the price is getting cheap
enough, fund managers move in. When the price start s to be too high, profit taking
appears that will eventually lead to a new downtren  d.

Figure 4: The Nasdaqg 100



3. Energy Stocks

Since the Energy section of the S&P 500 (XLE) includes the biggest Energy names, | prefer
my own set of energy stocks. | believe my set of energy stocks provide a superior tool to
catch major sector reversals.

The first figure compares large player’'s 20-Day Money Flow strength to the second figure The
Average price for my 83 energy stocks. The Money Flow analysis has caught almost all
the tops and bottoms of the energy sector.

Figure 5: Money flow analysis on my energy stocks



4. Futures Section

On the main page of the Futures Section, | show the EV analysis applied to three Futures e-
mini contracts: The Nasdag 100, the S&P 500 and the Dow Industrials. This analysis has
shown good predictive warning of tops and bottoms. You can see in Figure 6 that the
Effective Volume analysis on the Nasdaq 100 E-mini was showing that the market drop of
September 17 was about to reverse (as did the S&P 500 and the Dow Industrials).

In Figure 7, we can also see that by end of April 2008, the Dow Industrials E-mini indicated a
top in the market.

It is important to analyze the behavior of large players in the Futures and the ETFs of
commodities, because these greatly affect the price of the related equities (Miners, oil
producers, etc.).

Figure 6: The ETF section




Figure 7: ETF analysis on the Dow Industrials E-mini futures



5. ETF Section

The ETF section has many different ETFs. | like to follow the oil/gold related ETFs, because
they have shown good predictability of the direction of the price of the related commodity But
still, you must also analyze what happens in the Futures market. At the top of the page |
added a link to the Long Term Total Effective Volum  e.

Figure 8: The ETF section



6. The Sectors Table

When you click on the Sector Analysis table you then get to the sectors table below (Figure
9). This table shows the relative trends between Price and Money Flow .

The "++" dark green

The 20-day price trend is not negative and the 20-day MF (Money Flow)
signal is above its 20-day average. In other words: "engines are pushing
the plane." You should buy .

The "+" light green

The 20-day price trend is not negative and the 20-day MF signal is
becoming weaker. In other words: "we are on auto-pilot." Some new
players are moving in while previous investors are moving out. If you are
invested, wait. If you are not invested, you may buy, but be aware that
you are late.

The "-" pink

The 20-day price trend is not negative but that the 20-day MF is negative.
In other words: "no fuel. Probable engine problems. There might or might
not be a refueling plane somewhere out there." You may sell. Do not
buy.

The "--" red

The 20-day price trend is negative. In other words: "the plane is going
down on engine problems". Sell now !

The two columns with the "+" and "- " signs illustr ate the sector trading signal of today
and the trading signal of the previous day

The comparison between yesterday's signal and today's signal allows seeing how the sector
has evolved. At the right is the date of the last signal change. Note, it is better to buy early
when the signal changes to "++" dark green. The dat e indicates timeliness.



Figure 9: Sectors table




7. Sectors and Sub-Sectors

Below the "sectors table" you can find a list of 74 sectors and sub-sectors.

Each sector illustrates both price and the money flow strength, comparing Time period cycles.
| recalibrated these signals between -100 and + 100.

- 100 measures the lowest component of the cycle as measure since the start of the graph
(Figure 10, the start was on December 2007)

Figure 10: The Transportation Sector

(Figure 11) demonstrates the evolution of the four subsectors within a major sector.

Within the Transportation sector (Figure 11) the airline sector (Blue) turned positive around
mid of July; this is when oil prices turned down. Notice carefully the lower panel of Figure 11
was already showing a change in the Money Flow trend: large players were still selling, but
at a much slower pace than before. A price trend that turns positive supported by an
increasing Money Flow is a clear sign that the sect  or is turning positive.

Let's now turn to the rail sector (green). We see at the very right of the graph that the price
trend cycle is at its peak, while the Money Flow cycle is at its bottom. What does this mean?
Funds are heavily selling the sector. They are pull  ing the carpet under the price trend.
The price will fall .

We can also see in this figure that the dry shipping sector is still under selling pressure, while
the other shipping sector (mainly oil tankers) is turning around in terms of Money Flow. This is
where money must be put back to work.



Figure 11: Detail of the Transportation Sector



Once this analysis has been performed, go down one level and see what happens.

(Figure 12) illustrates the rail transport sector. We first see that in January 2008, the price
trend came out of a downtrend with a big spike of buying by large players - see the red circle
at the left of the lower panel -. | liken it to a rocket launch: you need a first boost by leading
buyers. You can then see through the "A" uptrend that the consecutive buying spikes were
lower: institutional players took some money out of the table. Institutional players indeed have
very large positions, which requires for them to take partial profits. A partial profit does not
mean that the sector is going to collapse soon: the price trend is stronger than these partial
profits.

Figure 12: The Rail Transportation Sector



We can now see, at the very right of the figure a deep negative spike in Money Flow: Funds
are heavily selling the sector. This is a clear indication that this sector will move back down - |
guess it will: I am writing these lines during the week-end of September 12.

To see what stocks are attracting the most buyers - or sellers, you just need to scroll down to
see the two comparative price and Money Flow figures for each of the stocks in this sub
sector (Figure 13).

Figure 13: Detail of the Rail Transport subsector (Sept 12)

Out of these five stocks, CSX, BNI and NSC seem to be the best candidates for shorting.
Figure 14 shows the evolution of Figure 13, for the following days, just before the package
rescue that forced the historical shorts covering of Friday September 19.



Figure 14: Detail of the Rail Transport subsector (Sept 18)

You can see from Figure 14 that CSX, the weakest stock in terms of Money Flow was the one
that fell the most after September 12. Of course, on September 19, all the stocks of all the
sectors went up because of a market event that is un-related to the specifics of each stock.



Figure 15: Access to Specific EV figures

You can also note, at the very top of that sector page that there is a link to the EV detailed
analysis (Short and Long-term) for each of the stocks that belong to the sector. For those who
read my book, you know how important these signals are. They give you a good picture of
institutional activities and have been extensively tested and used.

In Figure 16, | show the EV graphs for CSX, as of September 19. We can see that the last
two price surges have not been followed by heavy institutional buying. We can also see that
the Total Effective Volume is trending down, indicating money flowing out of the stock. In
other words, this stock is still too expensive.



Figure 16: CSX Large Effective Volume and Total Effective Volume




