Technical Analysis

Topics to be Discussed

Dow Theory
Barron’s Confidence Index
Breadth of the Market

Odd-Lot Index
Charting

Dow Theory
Oldest of the technical theories
Created by Charles H. Dow

@ “There is no way of telling when the top of an advance or the bottom of a de-

cline has been reached until some time after such top or bottom has been
made.”

® Major (Primary) uptrend (bull market)
® Major (Primary) downtrend (bear market)
® Secondary upward or downward trends
@~ Change in direction should be confirmed in some way

Barron’s Confidence Index
Based on belief that differential between the returns on quality bonds and bonds of
lesser quality will forecast future price movements
@ (Calculation

{ Yield on High Grade ]
Yield on Lesser Grade

9" Theory

® during periods of high confidence, investors invest more in lower quality
bonds for the added yield
® increased demand will decrease yield
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Breadth of the Market
The more stocks participating in market trend, the greater the indication that deci-
sion makers agree on future market prospects

NYSE Highs & Lows December 31, 2004 4 p.m. 6
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Breadth of the Market (continued)

Major Stock Indexes DALY 52-WEEK Yo

Dow Jones Averages  HIGH Low CLOSE WET CHG % (HG HIGH LOW S {HG Y {HG

30 Industrials 1083252 1078101 1078301 -17.29 -0.16 1085454 974999 + 358 + 315
20 Transportations 381354 379716 3798056 -1055 -0.28 381162 2750.80 +26.26 +26.30
15 Utilities 33702 3349 . 3349 -191 -057 336,86 26189 +25.71 +2550
65 Composite 341170 339569 339582 - 926 -027 381244 285217 +1345 <1317
Dow Jones Indexes

Wilshire 5000 12027.54 1196798 Hm -1668 -0.14 11987.82 1029352 +11.07 +10.85
US Total Market 29071  289.29 . E?.SE - 03 =012 289.74 25037 +1040 +10.16
US Large-Cap 26085 25965 25972, - 039 -015 26021 22949 + 785 + 759

US Mid-Cap 37248 370.48 m& -005 -001 37071 30L79 +188% +1845
US Small-Cap 41685 41404 41434 - 051 002 41501 33575 +1531 +15.84
US Growth 1095.86 1090.57 109073 - 176 -0.06 109249 94485 + 706 + 677
S Value 1525.42 152094 152864 - 175 -011 152339 130811 +1290 +1275

Glabal Titans 50 19560 19484 19561 -~ 026 -0.13 19541 17636 + 521 + 553
Asian Titans 50 12036 11944 12026 + 071 +0.59 12026 9830 +13.13 +13.89

D) STOXX 50 278186 277447 1477 Closed . 280406 254184 + 430 + 430
Nasdaq Stock Market : L o
Nasdaq Comp 218556 217463 217541 - 290 =013 217834 175249 + 841 + 859
Nasdag 100 162851 162031 162112 - 244 -016 162746 130443 +1076 +10.44
Biotech 77308 76852 76852 - 336 044 84511 62219 + 509 + 613
Computer 969.87 06434 96529 - 020 -002 101213 76860 + 297 + 3.25
Standard & Poor's Indexes _ — e
500 Index 1217.33 121165 -163 013 121355 1063 + 933 + 899

MidCap 400 666.99 66262 - 119 <018 66450 54951 +151% +15.16
SmallCap 600 33102 32848 8 -021 -0D6 32958 26347 +213@ +2L59
SuperComp 1500  273.21 27187 27195 - 037 -0.14 27232 23665 +1025 «+ 996

New York Stock Exchange and Others

NYSE Comp 727326 7243.68 725006 - 350 -0.05 725356 6217.06 +1238 +12.57
NYSE Financial ~ 7519.4% 749282 749392 + 101 +0.01  7493.92 632200 -+1229 +12.4
Russell 2000 65611 65108 65157 - 149 -0.23 65457 517210 +1618 +17.00
Valve Line 406,61 40431 40443 - 041 010 40484 33298 #1126 +1151

Amex Comp 143504 1186.14 um + 427 +030 143434 116018 +2201 +22.22
Source: Reuters
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Odd-Lot Index
@ Trading on exchanges done only in standard quantities (round lots)
@~ Round lot usually 100 shares
® other quantities are used sometimes
@~ Shares less than round lot referred to as odd lots
¥~ (Odd lot trading is considered to reflect investment decisions of small investors
® analysts consider odd lot investors to be wrong in the market

ODD-LOT TRADING

NEW YORK - The New York Stock Exchange specialists reported the
following odd-lot transactions (in shares):

Customer Short Other Total
Purchases Sales Sales Sales
December 30, 2004 8,363,518 961,045  7,235575 8,196,620
Charting
Observation of past performance of various factors to evaluate short-term trends
9 prices
® highs/lows/closes
® volume

® other information
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Charting (continued)
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Some Popular Chart Formations



