Morning Note Friday 21/05/10

Equities fall heavily as technical levels are broken. Euro Intervention?

Equities yesterday suffered their worst single day fall since the ‘flash crash’
of 6™ May. Leading indices including the Eurostoxx50, FTSE, S&P500 and
Dow Jones all followed China breaking support and their 200 day moving
averages. The Euro spiked 3% as the ECB is rumoured to be taking a role as
saviour. Market volatility is high, we could see a reversion in stocks today,
but we nevertheless continue to be cautious that technical levels may still be
targeted. German Parliament decision and option expiries important today.
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Top 5 Open Positions

Portfolio view: Markets break support levels

Brent Crude 72.88 -1.10% As we pointed out on yesterdays note the majority of major indices were holding
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Baltic Dry 2,991.00 1.29% above support levels and their 200 day moving averages at the beginning of trade
Gold 1,125.00 -1.79% osterda
Copper 7,885.00 -2.84% Y v
Silver 17.97 -1.41% The Shanghai Composite was the first to break these important levels, to be
Dollar Index 86.61 0.54% followed by the Eurostoxx 50, which triggered the FTSE then in turn the S&P and

Dow Jones.
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NASDAQ 2,298 0.82% The effects of a break of technical levels, is to elect stop orders and in a ‘domino
CAC 40 3,513 0.03% ffect’ f . f e . . - f
DAX 30 5.028 1.02% effect’ force de-leveraging of positions. This heightens volatility and causes fear and
EUROSTOXX 2627 0.30% panic. The net effect is the worst single days drop since the ‘flash crash’. Yesterday’'s

move, it could be argued, was more significant. Its nature was of a more normal

manner thus volumes were considerably higher.
United States 334 -0.99% Such moves can be attributed to showing signs of capitulation, where investors
United effectively give up on their positions and sell out of fear. If this is the case this is a
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Kingdom 3.66 0.16% time of great opportunity. To use Warren Buffett’s infamous quote; ‘be greedy
Germany 276 S when others are fearful’
Japan 1.27 -2.32% ’
Ireland 4.65 1.40% We remain cognisant of the high volatility and will continue to monitor the

situation.

Ticker Stock Price BID now Gain/Loss
LGF Lions Gate 5.59 6.85
DELL Dell Computer Inc. 13.75 14.98
SKG Smurfit Kappa 6.3 6.86
EMC EMC Corp 16.83 18.2
AZN AstraZeneca Plc 2760 2899
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