Christmas shopping, December 5, 2008

This report was written on December 5, 2008 by Pascal Willain, Author of the book
"Value in Time: Better Trading Through Effective Volume"
John Wiley & Sons, New York, 2008.

The author can be contacted at: pascal@willain.com
Daily and weekly market updates are available on www.effectivevolume.eu

The author is French speaking.
This report has not been proof-read for the proper use of English language.

| post my free reports on the VIT Discussion Group. However, | now post them with a few
days delay in the "Reports" section of my web site.

Executive Summary

Yesterday, | started to write these lines, but had no time to finish before market opened:

The rally of the past two days brought us back to a resistance line, but on increasing volume -
although not that strong. This reminds me of the rally we had while the second round of the
$700B bailout bill was being discussed in Congress: everyone was sure that it would pass
and the market rose in anticipation. Is this market also rising in anticipation of the car industry
bail out and another coordinated rate cut?

When we start looking at the different sectors and stocks that are the most bought in, the two
groups that come out are the health car group (drugs, biotech, etc.) and the consumer related
stocks (Apparels, cell phones, entertainment (Disney, Time Warner), restaurant chains
(MacDonald etc...)). It feels as if the market anticipates the "last Christmas party spending
while we can still afford it".

Yesterday's volatile market action and especially the attack on energy related stocks - which
had gained some relative strength - proved that a low price can always become lower. This
market activity greatly unsecured all the recent buyers who will be more cautious and will
probably reduce their position.

Either you believe that Mickey Mouse and the Big Mac will take us out of the hole, or you
have again to turn short.




The Market "Rally"
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To some investors, this type of market activity looks like consolidation before a big jump.... It
could also be consolidation before a big dump.

On the Money Flow side, | still see no real buying power. There is obvious buying into stocks
that have been deeply sold and are now "cheap”, and mostly consumer centric stocks (and
housing). No real buyer is chasing after the big industrial companies, those that should
normally provide jobs and growth. The reason behind is that this growth requires investment,
planning and a long term perspective.

Disney, Mac Do and all these stocks only require consumers to want a fine Christmas before
their credit is cut out.

Anyway, we are still at the mercy of forced selling.

Below is a list of long and short plays. Long plays are mainly "strange cases", but | still
believe it is important to study them.



The Long Plays

1. Disney

DI 5: Effective Volume by Size
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Large players did not sell during the down-trend and have been accumulating stocks recently.
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2. Mac Do
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EV follows the price trend. Looks like hamburgers replaced the traditional turkey.
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Same situation as Disney.



4. EL

EL: Effective Volume by Size
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It is definitively cheaper to buy some flagrance to your partner than a new ford car - Although |

am not too sure it will stay that way.



5. GRS
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Just to show you how investors who might be in love with some specific stocks will buy a

double bottom. GRS is a junior gold miner. After yesterday's move, it is not the time to buy
gold miners | believe, but still interesting to see. GRS could come back to $3 if enough

amateurs find it "cheap".



6. PCU

PCU: Effective Volume by Size
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This is not amateur play!! This is a real fund investing real money into this copper miner.
While all other copper miners see a lot of selling, PCU is the only want that attracts much
money. | would say that this is a long term investment by a wealth fund that is looking to
secure some asset or want to take it over later on. I'd be a buyer between $9 and $10.
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This stock will probably snap back up when touching the $19 bottom.
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Pepsi: Effective Volume by Size
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8. Pepsi
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: GFA, SIM, WW, FLEX, CIEN, DRQ, ETH

range. We will see if the theory is correct. There has been not much of an upside in price

The EV theory says that EV shows the direction to which the price will break from a trading
during the last market bounce though.

Other long plays not shown here



Short Plays

Incredible of the selling pressure | see in EV. | advise that you

check the standard setting of TA to detect the level of resistances you'd be happy to short

into. Also, some of these stocks have a low liquidity. Avoid them.

I have so many of them...

1.KB

KB: Effective Volume by Size
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2. AMX
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3.CCL

CCL: Effective Volume by Size
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CCL Share Price, 40 days
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6. TDC

TDC: Effective Volume by Size

40 days (in Thousand shares)
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7. MVSN

MV SN: Effective Volume by Size
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12.PRFT

PRFT: Effective Volume by Size
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15. GSK

GSK Share Price, 40 days
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16. NTRI

Disclaimer

Signals are provided as general information and are not investment recommendations. You
are responsible for your own investment decisions. Past performance does not guarantee
future performance. Opinions are based on historical research and data believed reliable,
there is not guarantee results will be profitable. | am not responsible for errors or omissions. |
may invest in the vehicles mentioned above.
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