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“Sell in May & Go Away”
oris it
“Sell in April”, like it was in 20127

Equity markets on both sides of the Atlantic have a history of moving higher during the
month of April in anticipation of first-quarter reports, and when those Q1 earnings are
released at annual meetings, historically, most CEQO’s have not shied away from
offering encouraging comments about company prospects for the current year.

During the past 62 years, April has been the strongest month for the Dow Jones
industrial average and second strongest for the S&P 500 index.

For now, consensus estimates show that first-quarter earnings reports released by
major US companies will be sluggish. Consensus earnings estimates for the 30 Dow
Jones industrial average companies shows an average (median) gain of only 3.1 per
cent on a year-over-year basis. Additionally, as we were discussing with US clients last
week, we see evidence for negative currency adjustments for earnings for Q1 and Q1 in
the US, as US analysts have not done so yet, due to a -28% decline of the Yen versus
the US$ since October 2012, and a decline of 5.2% of the EUR/US$ since January 13
2013.

With 25% of S&P 500 earnings coming out of Europe, and 6% coming from Japan, we
think that most sell side analysts are behind the curve on this.

The historic move higher by equity markets in the month of April may be in doubt this
year. Technical indicators for the S&P 500 index, Dow Jones industrial average and the
TSX composite index also are flashing a warning sign. Since Nov. 16, the S&P 500
index is up 16.8 per cent, the Dow Jones industrial average has gained 16.9 per cent
and the TSX composite index has advanced 8.4 per cent. Short-term momentum
indicators are overbought, but have yet to show significant signs of peaking.

So, our Q2 Global Strategy Outlook’s advice to clients to “Sell in May and Go
away” strategy seems so far to become more and more reality. Current technical
data and the likely response to first-quarter reports is that North American equity
markets might enter into at least a shallow corrective phase before May 5 of this
year.

Additionally, we are advising to use the current inherent US$ strength, which we
expect to fade, as seasonal tendencies for the US$ are negative from April to
August, and for investors to increase weightings in foreign stocks, particularly in
Japanese and in Eruopean stocks.

Japanese companies see the continued weakening of the Yen as an opportunity
to increase investments abroad, and are buying foreign assets. European
companies are generating more than 50% of their earnings from outside of the
Eurozone, and for the Eurostoxx 600, about 30% of earnings are coming from
emerging markets.

Hence why we see better buying opportunities in Japanese and European stocks.

IMPORTANT DISCLAIMER: As a company purely focused on research, CGI LLC has no business relationships with the company covered in this report, be it investment banking,
consulting or any other type of relationship. In addition, CGI LLC does not seek and does not intend to seek in the future any such businesses, maintains complete independence
and has no conflicts of interest related to the companies in its research universe. Neither the analysts responsible for this report nor any related household members are officers,
directors, or advisory board members of any covered company. No one at a covered company is on the Board of Directors of CGI LLC or any of its affiliates. In addition, CGI LLC
and its employees, including the analyst who wrote this report, hold no equity, debt or other linked derivative investments, the value of which is related in any way, directly or
indirectly, to the operating and stock price performance of the company covered in this report. No such investment positions are held in any of the competitors, suppliers or
customers of the companies in our coverage universe. This report is provided for information purposes only. It should not be used or considered as an offer of securities and it does
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EUROPINION?
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The Euro is very oversold, particularly relative to the US$. The EUR/USS$ is entering its
period of seasonal strength from April — August, and we are expecting for the EUR/US$
to move back towards EUR/US$ 1.3450 in the coming 2 — 3 months.

What is interesting is that US equity markets have not taken into consideration tat the
EUR/US$ has corrected by -5% since January, and that this has a serious impact on
US corporate earnings and corporate competitiveness, as more than 45% of the S&P
earnings are coming from foreign operations, and more than half of that from the Euro
zone.

We believe that investors should be aware that the weak Euro is a pure negative for US
companies and their earnings, and will lead to a negative earnings surprise further
down the road in 2013.

Best example: EADS versus Boeing pricing their products in US$’s, however both
having a very different currency cost profile.
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Global Macro Commentary & Events

Upcoming Macro Events:

e German Industrial Production for February will be released at 6:00am
EST. The market expects a decline of 0.9% versus a decline of 1.3% previous.

* The Bank of Canada Business Outlook Survey for the First Quarter will be
released at 10:30am EST.

e China Consumer Price Index for March will be released at 9:30pm EST. The
market expects a year-over-year increase of 2.4% versus an increase of 3.2%
previous. Producer Price Index is expected to decline by 1.9% versus a
decline of 1.6% previous.

Review of past macro-economic data:

Event Actual Forecast | Previous
JPY Coincident Index 92.1 91.9 91.6
JPY Leading Index 97.5 97.3 95
EUR Euro-Zone Retail Sales (MoM) -0.30% -0.40% 0.90%
EUR Euro-Zone Retail Sales (YoY) -1.40% -1.20% -1.90%
EUR German Factory Orders s.a. (MoM) 2.30% 1.10% -1.60%
EUR German Factory Orders n.s.a. (YoY) 0.00% -1.50% -2.10%
CAD Unemployment Rate 7.20% 7.00% 7.00%
CAD Part Time Employment Change -0.4 17.2
CAD Participation Rate 66.6 66.7 66.7
USD Change in Non-farm Payrolls 88K 190K 268K
USD Change in Private Payrolls 95K 200K 254K
USD Change in Household Employment -206 170
USD Underemployment Rate (U6) 13.80% 14.30%
CAD International Merchandise Trade (Can. $) -1.02B 0.10B -0.75B
CAD Net Change in Employment -54.5K 6.5K 50.7K
CAD Full Time Employment Change -54 33.6
USD Trade Balance -$43.0B -$44.6B -$44.5B
USD Change in Manufacturing Payrolls -3K 10K 19K
USD Unemployment Rate 7.60% 7.70% 7.70%
USD Two-Month Payroll Net Revision 61K

EJ“?ODM?verage Hourly Earnings All Employees 0.00% 0.20% 0.10%
(l#SOE)()Average Hourly Earnings All Employees 1.80% 2.00% 2.10%
USD Average Weekly Hours All Employees 34.6 34.5 34.5
CAD lvey Purchasing Managers Index s.a 61.6 52.2 51.1
USD Consumer Credit $18.139B | $15.000B | $12.731B
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The US’ trade deficit narrowed 3.4% in February to US$ 43.0 billion from US$ 44.5

US Economy billion in January, the Commerce Department said. The trade deficit has been
volatile in recent months, mostly due to swings in oil. The U.S. petroleum deficit
narrowed sharply in December then rebounded in January and has now retreated
again in February as the quantity of US oil imports dropped to the lowest level
since March 1996. The petroleum deficit narrowed 12.8% in February to US$21.2
billion.

The narrowing of the overall deficit was unexpected. Analysts’ consensus was for the
deficit to widen to US$ 45.0 billion. As a result of the improvement, the trade gap may
have little impact on first-quarter growth. This could push economists’ estimates of first-
quarter growth even higher as prior to the report they were generally expecting trade to
make a slight negative contribution to growth in the first three months of the year.
Estimates of first quarter growth are now well above a 3% annual rate. The economy
grew at a slim 0.4% rate in the fourth quarter. But the economy is still struggling to
create jobs. The Labor Department reported that nonfarm payrolls increased by only
88,000 in March.

In February, exports rose 0.8% to $186.0 billion, reversing a 1.2% drop in the prior
month. The gain was led by exports of industrial supplies including fuel oil, and autos.
Exports of civilian aircraft declined in the month. Imports were virtually unchanged at
$228.9 billion, after a 1.8% rise in January.

The value of US crude oil imports fell to US$ 19.65 billion in February from US$ 24.53
billion in January. The quantity of crude imports fell to 204.8 million barrels. The price of
a barrel of oil rose to US$ 95.96 from US$ 94.08 in the previous month.

The US trade deficit with China widened to US$ 23.4 billion in February compared with
US$ 19.4 billion in the same month last year. The deficit is lower than the US$ 27.8
billion gap in January. For all of 2012, the US deficit with China was US$ 315.1 billion,
the largest imbalance ever recorded with a single country. The weak economy in
Europe continues to weigh on US trade. Exports to the Euro area are down 5.6% year-
to-date compared with the first two months of 2012.

Consumer credit rose at a US$ 18.1bn pace in February, ahead of forecasts for a
gain of US$ 16bn.

The Eurozone's retail sales decreased a seasonally adjusted 0.3 percent in

European Economy February from the previous month, reversing the revised 0.9 percent growth seen
in January, statistical office Eurostat said. Economists had forecast sales to drop
0.4 percent.

German factory orders grew 2.3 percent in February from the prior month, the
Federal Ministry of Economics and Technology said. The increase reversed
January's 1.6 percent drop and exceeded the 1.1 percent increase forecast by
economists.

Separately, a survey by Market Economics showed that the German construction
sector contracted at the fastest pace in more than a year in March, driven mainly
by a sharp and accelerated fall in home building activity amid bad weather
conditions.
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Global Markets Commentary

The MSCI World (ex-USA) is starting to show a double top pattern. Indices around
the globe are overwhelmingly showing bearish setups, the impact of which could
Given the time of year, bring upon the long-awaited correction in equity markets.
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US Market Commentary & Weekly Charts

Let’s look at the following chart, indicating the dichotomy between the price of
the S&P 500 and the US GDP over the past 70 years.

$$GDP Gross Domestic Product INDX ®StockChartscom
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The post-financial crisis rally is shown on the chart below, where we illustrate
how much of the downturn that occurred as a result of the financial crisis has
been retraced by each of the five major US stock market indexes. For example,
The most recent close e S&P 500 peaked at 1,565.15 back in October 9, 2007 and troughed at 676.53

for the S&P 500 is pack on March 9, 2009.
1,570.25; it has retraced

100.6% of its financial
crisis bear market
decline.
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The VIX Index gained 1.22 (9.61%) last week. The Index moved above its 20 and
50 day moving average.

$VIX volatility Index - New Methodology INDX ® StockCharts.com
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Alcoa kicks off earnings season today by reporting results after the closing
bell. Consensus is that the company will report 10 cents per share, up from the 6

AA has been cents per share reported for the fourth quarter of 2012.
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The S&P 500 Index fell 15.91 points (1.01%) last week.
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Percent of S&P 500 stocks trading above their 50 day moving average fell last

The index remains week to 62.60% from 79.80%.

intermediate
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Percent of S&P 500 stocks trading above their 200 day moving average fell last
The index remains week to 87.40% from 89.80%.
intermediate
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Bullish Percent Index for S&P 500 stocks fell last week to 80.00% from

The Index remains 83.20% and fell below its 15 day moving average.

intermediate
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The Dow Jones Industrial Average slipped 13.29 points (0. 09%) last week.
i $INDU Dows Jores rxbas=t -3 StockTharts com
Interr_nedlate . trend S-AapeZ0t s ° Clo;e-‘*l—mru‘-ﬁ-ﬁc':::;-n"‘[e 53 3 Chg <30 E0 c-' ZEwy -
remains up. Resistance '1}“:'_-‘0’:"57;1 1456S-2S L2624, 99 13500

Nw=00

is forming at 14,684.49.
Support is at 14,382.09.
The Average remains
above its 20, 50 and 200 S

»

day moving averages. A" 133=s.

2= 1. l-“ \FJEI{E* —
Short-term momentum :mi,_ i JL“ *F‘{fl'.- >
indicators have rolled Too ll'F’

over from overbought
LS4X1. 93
levels. riow Dac

—_—Fall STO SBK(149,3) S0

_t"’-‘f

Strength relative to the
S&P 500 Index remains

positive. MRSI(14) SS.ES L gec
e N _"";fy.p{f’*_::';f;”f;fi 2

— $IMNDUI:$SO (Dailyl =.=8
—rAACZ0) S 322

o =0
c 1S

rMHow Dac 2013 Fab L X o Spr

CGl 9



Creative Global Investments LLC 4/8/2013

Bullish Percent Index remained unchanged at 86.67% last week and remained
The Index remains below its 15 day moving average.
intermediate
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The Dow Jones Transportation Average dropped 217.97 points (3.48%) last week.
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Bullish Percent Index for NASDAQ Composite stocks fell last week to 65.61%
The Index remains from 67.08% and remained below its 15 day moving average.
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The NASDAQ Composite Index dropped 63.66 points (1.95%) last week.
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Intermediate trend
changed from up to
down on a break below
support at 936.73. The
Index fell below its 20
and 50 day moving
averages.

Strength relative to the
S&P 500 Index changed
from neutral to
negative.

Short-term momentum
indicators are trending
down.

Intermediate trend
changed from up to
down on a break below
570.52. The Index fell
below its 20 and 50 day
moving averages.

Strength relative to the
S&P 500 Index remains
negative.

Short-term momentum
indicators are trending
down.

The Russell 2000 Index dropped 28.26 points (2.97%) last week.
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The S&P Energy Index fell 12.82 points (2.20%) last week.
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Intermediate downtrend The Philadelphia Oil Services Index fell 7.23 points (2.94%) last week.
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Canadian Markets Commentary & weekly charts

Bullish Percent Index for TSX Composite stocks dropped last week to 61.98%
The Index remains from 65.70% and dropped below its 15 day moving average.
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The TSX Composite Index plunged 418.05 points (3.28%) last week.
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Percent of TSX Composite stocks trading above their 50 day moving average

The index is plunged last week to 30.99% from 45.42%.
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Percent of TSX Composite stocks trading above their 200 day moving average fell
last week to 53.72% from 59.58%.
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Despite the unknown
effect of the Japanese
policy in the long-term, for
now, the move will likely

cause the Japanese
equity markets to
continue to strengthen.
We can agree with
Japan’s strategy for
ending their 20-year
deflationary cycle
makes sense, and

hence why we continue
to advise investors to
consider adding
exposure to Japanese

equities in their
portfolio.

Since last October,
when Japan first started
talking about a big
quantitative easing

program, the Yen has
fallen significantly.

At the same time,
Japanese stocks soared
as we were anticipating,
due to Japanese stocks
and the Yen having a
strong negative
correlation.

Asian Markets Commentary & weekly charts

The Bank of Japan said it would buy long-term Japanese government bonds. Under the
plan, each month the bank will buy Yen 7 trillion worth of bonds, roughly US$ 75 billion.
This should result in lower long-term interest rates inside Japan. While the Japanese
quantitative easing program may look similar to the American program, the macro
economic conditions and objectives are completely different. In Japan, there is a
terrible, chronic budget deficit near -8% a year; 20 years of deflation; and a fully
employed economy operating with little to no annual growth.

In the US quantitative easing programs are designed to lower long-term interest rates,
help spur economic growth and reduce unemployment. Until the US reaches a 6.5%
unemployment rate, Fed bond buying will continue. In Japan, their unemployment rate
is already quite low. Therefore, creating jobs is not the hoped-for result. The Bank of
Japan wants money to flow directly through to prices in the economy and stimulate
inflation. Yes, Japanese bond purchasing will lower long bond rates, but the effects will
be different. Their actions have already depreciated the yen, raised the demand for
Japanese exports, and started the macro ball rolling. The recent rally in Japanese stock
prices is a direct result of the bond-buying program. While it is unclear if the Japanese
monetary activity will cause inflation in the immediate term or a benefit to the Japanese
economy, it should continue to push Japanese equity prices higher.

There is however some risk associated with what is going on in Japan. Japan has to get
this just right. They want a 2% annual inflation rate without any unintended
consequences. Very often, our experience is that monetary policy tends to have
unintended consequences. If Japan experiences too much inflation, then a negative
cycle of a different sort could start. Too little inflation would mean nothing is achieved
and the deflationary feedback loop is not broken.

A rising Yen contributed to fifteen years of Japanese deflation. Thursday's
announcement by the Japanese central bank of huge bond buying and money creation
is designed to raise Japanese inflation to 2% within two years, and break the
deflationary cycle. Consequently the Yen dropped on the news and the N-225 rallied.
Thursday’s 's BOJ announcement also pushed Japanese bond yields to the lowest level
in history. Just as in the US, historically low Japanese yields are forcing some money
out of bonds and into Japanese stocks. Some of that Japanese bond money is also
finding its way into US bonds. The plunging yen has also boosted the US$, which has
hurt commodity prices, including gold.
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Intermediate uptrend
was confirmed on a
break above resistance
at 12,650.26.

The Index remains
above its 20, 50 and 200
day moving averages.
Strength relative to the
S&P 500 Index remains
positive.

Short-term momentum
indicators are trending

up.

The Nikkei Average jumped
completely reversing declines
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Intermediate downtrend
was confirmed when
the Index fell below
2,232.02. The Index
remains above its 200
day moving average
and below its 20 and 50
day moving averages.

Strength relative to the
S&P 500 Index remains
negative.

Short-term momentum
indicators are oversold,
but have yet to show
signs of bottoming.

Intermediate trend
changed from neutral to
down on a break below
4,944.50. The Index
remains below its 20
and 50 day moving
averages.

Strength relative to the
S&P 500 Index remains
negative.

Short-term momentum
indicators are oversold,
but have yet to show
signs of bottoming.

The Shanghai Composite Index lost 11.01 points (0.49%) last week.
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European Markets Commentary & weekly charts

The last 3 years for European equity indices appears to be a fractal view of the last 15
years. Same pattern, shorter time frame. Having 40 % of the large European
economies below the 20-month mva and 20-week mva is not a positive development
after we had started a global bull late last year. Having 80% of these markets below the
20-weekmva is very bearish for short-term price action. This week matters in terms of
the charts breaking down technically.

6 major markets currently are below the 20-weekmva and Canada testing it on Friday is
troublesome. The new bull market has not held together very well. Maybe it just needs
a pullback to rev up the engines of growth. Even though in the US the financial media
are not covering this European market with any real depth, this past week behaved very
poorly without 'new' news out of the region.

The UK had an outside week this week. That is the weekly bar went above the last
week and moved down to close below the range of the previous week. Usually,
that type of candle action is associated with tops. It can happen in the middle of
the uptrend, but not nearly as often as it appears in tops. It also wiped out the
gains of 8 weeks worth of work to close near the low of the range. While residing
above the horizontal support line and the 20-week mva is hardly disturbing, the
price action this week was.
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The DAX was not only unable to break to the upside after a lower close last week;
it stroked a big week with a 4% range. It also took out the lows of the last 7 weeks
in one weekly bar.
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The MIB has also broken below the 6 months trend line. It is also making lower
highs and lower lows. Not an encouraging sign.

$MIB FTSE MIB (Milan) Index (EOD) INDX. ®StockCharts.com
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Intermediate trend
remains down. The
Index remains above its
200 day moving average
and below its 20 and 50
day moving averages.

Strength relative to the
S&P 500 Index remains
negative.

Short-term momentum
indicators are oversold,
but have yet to show
signs of bottoming.

Intermediate trend is
down. Support is at
$38.87. Units remain

below their 20 and 50
day moving averages.

Strength relative to the
S&P 500 Index remains
negative.

Short-term momentum
indicators are trending
down.

The Athens Index plunged another 46.24 points (5.32%) last week.
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Fixed Income Markets Commentary & weekly charts

EURO Bonds
German 10y 1.24 +0.02 1.87%
Italy 10yr 4.27 -0.06 1.27%
Spain 10yr 4.70 -0.07 1.49%
UK 10yr 1.69 +0.06 3.46%

US Bonds
The yield on 10-year Treasuries plunged 15.8 basis points (8.53%) last week.
Reaction to the March employment report on Friday was most notable.
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The long term Treasury ETF gained $5.06 (4.30%) last week with much of the gain
occurring on Friday.
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Intermediate trend
remains down. The
Euro moved above its
20 and 200 day moving
averages on Friday.

Short-term momentum

indicators are
recovering from
oversold levels.

Intermediate trend is

up. The Index remains
above its 50 and 200
day moving average,
but fell below its 20 day
moving average on
Friday.

Short-term momentum
indicators have rolled
over from overbought
levels.

Currencies Commentary & weekly charts

The Euro added 1.74 (1.36%) last week.
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The Japanese Yen fell 3.77 (3.55%) last week.

Intermediate downtrend $XJY Jepanese Yen - Phiadelphis 1NDX ® StockCharts.com
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The chart shows the trend
in the CRB Index (bottom
line) to Brazil (blue
line), Canada (red line),
and Russia (green  line)
iShares since 2009.

All four markets rose
together until the spring of
2011.

The CRB Index peaked
that spring (thanks to a
rising US$), and has
continued to weaken.

Intermediate downtrend
was confirmed on a
break below support at
289.20. The Index
remains below its 20, 50
and 200 day moving
averages.

Strength relative to the
S&P 500 Index remains
negative.

Short-term momentum
indicators continue to
trend down.

Commodities Commentary & weekly charts

Brazil, Canadian, and Russian stock ETFs peaked at the same time and have
continued to weaken along with commodities. Russia's stock market is especially
sensitive to trends in energy, which is its biggest export market. Relative weakness in
the Chinese stock market (which is the world's biggest importer of commodities) has
also hurt demand for commodities and country stocks that produce them.
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The CRB Index fell 8.11 points (2.74%) last week despite weakness in the USS$.
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Copper fell $0.06 per Ib. (1.76%) last week.
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Lumber fell $14.59 (3.72%) last week.
Intermediate trend
changed from up to $LUMBER Lumber (EOD) INDX @ StockCharts.com
S5-Apr-2013 Op 377294 Hi377.29 Lo 277.249 CI1377.29 Chg -4.21 (-1.10%) »
down. . Lumber moved L UMEER (Daily) 57 7.4 - e a0
-—r1Aa50) 221,92 .
beloyv its 20 and 50 day —ra Evl-%) 8193 o
—r1A8(20) 289.2 . 390
mOVIng averages. l‘.l'lJClllEﬁ‘lv-)‘ lJr-de? 380
370
Strength relative to the 380
S&P 500 Index has 350
turned negative. =40
330
320
Short-term momentum =10
indicators continue to =00
trend down. za0
283.35 280
Now Dec 2013 Feb hMar Apr
— $LUMBER:$SPX (Daily) 0.243 0.275

—r1a(20) 0.250

Now Dec 2013 Feb har Apr

cal 27



Creative Global Investments LLC 4/8/2013

The Grain ETN fell $1.83 (3.65%) last week.

Intermediate trend JJG iPath DJ-AIG Grains NYSE ® StockCharts.com
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We see both the mining
and oil & gas sectors
“in transition” toward
(particularly in the case
of the mining sector)
more realistic and
better understood (by
financial market
participants) risk
profiles, improved
corporate governance,
and increased (with
attendant positives and
negatives) regulatory
interference;

but we share the view
that the opportunities in
these sectors will be
substantively greater in
the coming two years,
than what they have
been in the past two
years.

With US stock indexes
at or near record highs,
the safe haven
attraction of bullion is
gradually diminishing.

Over the short-run, a
pullback in stocks is
giving gold a boost off
chart support.

Longer term we expect
stocks will do well, but
we also believe Gold
will recover towards the
2012 high ratio.

Gold & Precious Metals Commentary & weekly charts

The gold mining sector is not delivering optimal leverage over the gold price to
investors" in circumstances where Exchange Traded Funds (ETFs) provide direct
access to the gold price upside without the attendant exploration, development, and
mining risks related to extraction and production; ongoing capital and operating cost
pressures. In this regard, the cost inflation has averaged 5% - 7% annually since the
early 2000s, and was 10% - 15% in 2011. We do not expect this trend to abate going
forward. That said, it seems unlikely the “cost increase tide” will turn going forward as
mining projects require large capital and operating expense outlays, in circumstances
where there is substantive sustaining capital reinvestment (i.e. equipment “wear and
tear” that requires continual repair and maintenance expense and replacement).

Escalating resource nationalism (country risk) in both traditional and non-traditional
jurisdictions has the potential to introduce operational uncertainties and delay, escalate
project costs, render project development or production targets unfeasible, and may
even result in a loss of ownership or control; and people skills shortages at a time of
significant demographic challenges as a significant number of people with the greatest
mine management and technical skills are becoming eligible for retirement. Risks to the
gold sector, are equally relevant to the base metals sectors, the silver sector, and all
other resource extraction sectors, including oil & gas; there is risk in the financial
markets generally in times of “normal” macro-economic conditions - i.e. stable and
meaningful economic growth on both a world and country-specific basis.

Currently, it is hard to imagine our present world macro-economic condition to be
“normal”, unless one assumes the current macro-economic condition to be a “new” and
generally more risky and volatile “normal” from here; alternate resource investment
vehicles that side-step resource company operating and related cost escalation risks,
permitting and operating cost escalation risks, jurisdictional (country) risks, and skills
shortages risks all point to (likely) reduced resource supplies going forward as
“financing for new projects” is likely to become ever more difficult and more expensive.
While this is likely to increase the price of resources (be it copper, gold, oil & gas, rare
earths, silver, etc.) trading and investing in the sector will require both careful research
and a clear understanding of both operating and jurisdictional risks; this means that the
most attractive resource stocks are likely to prove to be well-financed smaller
companies with high-grade reserves and resources in the safest of jurisdictions.

The following chart shows the Gold/DJIA ratio, with the black line showing the
price of gold divided by the Dow since 2007. Throughout most of the last decade,
gold was the better performing asset. Starting in 2011, however, the pendulum
has swung away from gold and back to stocks. The Gold/Dow ratio peaked that
year and has since fallen to the lowest level in three years. We believe that's due
primarily to belief among market watchers that US stocks are emerging from a
lost decade dominated by deflationary pressures, which weakened the US$ and
boosted commodity prices.
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Gold fell $19.80 per ounce (1.24%) last week despite a gain of 1.45% on Friday.
Intermediate downtrend
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Intermediate downtrend
was confirmed when
Platinum fell below
$1,549.80.

Platinum remains below
its 20, 50 and 200 day
moving averages.

Strength relative to gold
remains negative.

Intermediate trend
changed from up to
down on a break below
$727.30.

Palladium fell below its
20 and 50 day moving
averages.

Platinum fell $39.60 per ounce (2.51%) last week.
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Palladium fell $49.05 per ounce (6.35%) last week.
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Just about a year ago,
the Nat Gas market was
laboring under
expectations that the
NYMEX futures contract
for natural gas would
remain at around US$ 3
per 1,000 cubic feet (or
million BTUs).

The key to Nat Gas
prices is on the demand
side. Here, several
factors are emerging to
portend higher prices.

We keep our estimates
of about US$ 4.35 come
high summer, absent
any unforeseen
developments, with an
increase to $4.85 to
$5.60 by the end of
2014.

Oil, Gas & Energy Commentary & weekly charts

The pundits were proclaiming that a surplus of shale gas, over production, and historic
storage surpluses translated into long-term discounted pricing. Last year's historically
warm winter over much of the US had not helped the price either. While this year the
weather is more seasonal, there are other factors in the price rise. For the investor this
means there will be plays developing in specific areas that were simply nonexistent six
months ago. We are not seeing Nat Gas to go back up to the US$ 12 - US$ 15 levels
experienced a few years ago. Those days may be gone forever, due to the tangible
impacts of the unconventional gas revolution (shale, tight, coal bed
methane). However, there will still be volatility in this sector as the ongoing balance
between extraction potential and well counts works itself out. But prices of Nat Gas are
likely to move into a manageable pricing dynamic. Natural gas pricing used to be largely
about how cold were winters and hot were summers. Heating needs were the driver
in the first case, electricity generation for air conditioning determining the second.
These still exist, but today there are other determining factors.

The environment in which Nat Gas companies operate has changed dramatically.
Given the known extractable reserves currently available in the US market, it would be
possible to increase overall gas production 20% a year for the near future. Nobody is
about to do that, of course. It would destroy the market and most of the companies
working in it. But that amount of available volume eliminates a concern on the supply
side. In fact, it will serve to moderate and put some downward pressure on pricing
whether or not it is extracted.

We see 5 factors impacting Natural Gas Prices, and each has been enhanced by
the period of reduced prices since lower prices will always encourage greater
energy use. As the reliance increases with the usage levels, so will the
commodity price.

e 1. Broad based industrial use has returned and is higher than at pre-
crisis levels. This is always the last of the main traditional demand areas to
return after a recession (and the most recent as the worst in seventy years).

e 2. Natural gas replacing oil as afeeder stock for petrochemicals,
everything from ingredients used in the production of plastics to fertilizers and
widely used chemicals. This flow is actually increasing quicker than | had
initially anticipated.

e 3. A move to liquefied natural gas (LNG) and compressed natural gas
(CNG) as a vehicle fuel. The transition remains primarily noticeable in higher
end trucks, with the emphasis on passenger vehicles still awaiting cost
reductions. Nonetheless, heavy truck, bus and equipment fleets are moving to
natural gas.

e 4. A move from coal to gas for the production of electricity, a
development occurring most rapidly than even the rather optimistic predictions.
The background is this. The US will retire at least 90 GW of capacity by 2020,
with an additional 20-30 GW likely from the imposition of EPA non-carbon
emission standards (mercury, sulfurous and nitrous oxides). Most of today’s
capacity is fueled by coal. Last year, we estimated that for each 10 GW
transferred, 1 billion cubic feet of natural gas per day would be required. Initial
figures are coming in at 1.2 billion, which implies at half of the transition from
coal to gas actually takes place, it will eat up three times the current volume in
storage. Certainly, increasing production will offset some of that. But the
operators have learned that flooding the market does not help any of them.
That is another lesson taught by the shale gas age.

e 5. US LNG exports to Canada are not likely to begin until late 2014, but
will transform the sector. From providing none of the current global LNG trade,
the US will account for at least 9% within ten years.

The key factor for the US Nat Gas industry and for pricing is going to be balancing
production. LNG exports will act as a primary outlet for excess shale gas
extraction. The greater the exports, the lower the price volatility in the US..
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Natural Gas gained $0.10 per MBtu (2.49%) last week.

EFNATGAS Noelurs Gas - Spot Price (EOD) CwE @ SrockThartscom

Intermediate trend is [t SHATGAS COIP) B d T e 0 O O O e s |4.20
up. Gas remains above - : . “« [ =10
. . l | s co
its 20, 50 and 200 day iy S
moving averages. IL 3513 s0
1" 3 70
. ~_- { _ 3 Eeo
Strength relative to !he w2 i — HHI S as
S&P 500 Index remains »_} ”Ihﬂ‘ i{ﬂ |F‘A Ilr I
positive. || '4 ll o~ a3z
203»—:,/‘ / 3261 IJ —— 3 20
Short-term momentum 1008 ‘ 3Tz 3.10
indicators are / 3.0=0 / PSS 3 o0

Noow Dao 2013 Fab e ;l/- »::?r»\

Overbought. —_—Full ST Sy 1‘-1.3‘) =O03) €553, o=, / B

A ESIC14) FO.0OZ

TS N

—PACC(12.26.9) 0.133. 0.1 5¢

Noow Deo 2013 Fab P o Spr

Intermediate downtrend Gasoline fell another $0.25 per gallon (8.04%) last week.
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Crude fell below its 20 Crude Oil fell $4.53 per barrel (4.66%) last week.
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directors, or advisory board members of any covered company. No one at a covered company is on the Board of Directors of CGI LLC or any of its affiliates. In addition, CGI LLC
and its employees, including the analyst who wrote this report, hold no equity, debt or other linked derivative investments, the value of which is related in any way, directly or
indirectly, to the operating and stock price performance of the company covered in this report. No such investment positions are held in any of the competitors, suppliers or
customers of the companies in our coverage universe. This report is provided for information purposes only. It should not be used or considered as an offer of securities and it does
not represent a solicitation to either buy or sell any securities or derivatives thereof.
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