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Mario Draghi saves EU once again -
this time with €60bn per month QE -
totalling at least €1.1 trillion to end-Sep 16

This QE starts in March -
‘Grexit’ over for at least 4 months -
stock market catch-up underway
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Sweden OMX Index {OMX INDEX) 1664.332 22.29 2015-02-20
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Some non-Euro or non-EU
European markets which are
potential beneficiaries of Draghi’'s QE
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Denmark (KFX INDEX) 853.6891 50.06 2015-02-20
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Shinzo Abe and the BoJ
have the right policies
for Japan’'s economic recovery
and a long-term bull market
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Wall Street influences everything

Fortunately, most US indices
have reaffirmed bull market trends
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Most investors remain cautious...

o IS It all about oil?

e Oris It about deflation?

o Political or algorithmic risks?
« What about leverage?
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o My view: Oil near today’s price of Brent $60 is
very bullish globally, oil producers excepted.

e However, the benefits are diffuse. People may

not iIncrease
India reduce

e In contrast,

and felt muc

o INnVestors s

spending initially. Countries such as
energy subsidies.

the pain for oil producers Is seen
N more quickly.

nould fear high oll prices because

previous upside spikes are a major cause of
global recessions as last saw in 2008.



Fuller Treacy Money
Global Strategy Service
Empowerment Through Knowledge

Deflation?

e My view: Much of today’s deflation is largely positive,
at least for corporations, because it Is caused by
technological innovation. For instance, better
technology enables companies to produce improved
products, at lower prices, in greater volume, while
Increasing profits due to increased sales.

e Destructive deflation is generally described as a
vicious cycle of falling prices, wages and output. It is
particularly bad for indebted governments, corporations
and people who lose jobs or pay rises.
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« Dangerous political risks are influential but
usually regional events - Putin

« EXcessive leverage and algorithmic risks
often increase In maturing bull markets as
speculators gamble more, but their
economic impact is usually limited
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NYSE Margin Debt and the S&P 500 dshort.com

February 2015
Real Values (Adjusted to Present-Day Dollars)
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Surging new
ISSues are a
characteristic
of expensive
markets and
coincide with
tops because
they devour
buying power

We are not
there yet
but this is
a potential
problem for
the future
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The Buffett Indicator: Corporate Equities to GDP dshort.com
January 2015
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AMEX Biotechnology index (BTK INDEX) 3856.756 142 .09 2015-02-20
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Technical warning signs to watch for among indices

* Trend acceleration relative to 200-day moving averages

Declining market breadth (fewer shares rising)
~ailled upside breakouts from trading ranges

_oss of uptrend consistency characteristics

* Churning price action relative to recent trading ranges

» Breaks of 200-day moving averages

* Broadening patterns relative the last several trading ranges
« 200-day moving averages turn downwards

Resistance is encountered beneath declining 200-day MAs
Previous rising lows are replaced by lower rally highs

ndices fall faster than they rose to their highs
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Bullish Points for Stock Markets

« S&P up15.3% on average 6 months after mid-term election
* Global monetary policy is still extremely accommodative
 Central banks are worried about deflation, not inflation
 Capitalism increasingly dominates on a global basis
 Globalisation spurs rapid emerging market development

« Growth In middleclass consumers surges, led by Asia-Pac
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PRESIDENTIAL CYCLE: S&P 500 Price Returns by Half

........................................................................................................................................................

S&P 500® Average % Price Changes and Frequencies of Advance During the
Eight Six-Month Periods Within the Presidential Cycle (10/31/44-9/29/14)

Pres. Nov.-April May-Oct.
Cycle Avg. % FoA Avg.% FoA
Year 1 34 72% 3.0 67%
Year 2 4.3 56% (1.2) 50% —
—_— Year 3 15.3 94% 2.1 65%
Year 4 53 88% 1.7 76%
All Years 7.0 77% 1.4 64%

Source: S&F Capital 1Q. Indexes are unmanaged, sialistical composites and it is not possible to invest directly in an index. The retums shown do not
reflect payment of any sales charges or fees an investor would pay to purchase the securites they represent. The imposition of these fees and
charges would cause actua! and back tested performance 1o be lower than the performance shown, Retums exclude dividends. Past performance is

no indication of future results.
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Long-term bull factors for stock markets

« Accommodative monetary policies, until growth accelerates
* An accelerating rate of technological innovation

* Lower energy prices in real terms, thanks to innovation

* The triumph of capitalism, both democratic & authoritarian
 Globalisation, hastening development of emerging markets
« Middleclass growth in emerging markets

 Continued growth in the global population
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US 10yr Treasury Bond Yield (USGG10YR INDEX) 2.1117 0.06 2015-02-20

e :

M 'r| | Government bonds where yields have

| 1“ " been compressed by QE are a bubbles, |
w“‘ !M / with lengthy medium-term fuses

Apr Jul Dt 2011 Apr Jul Oct 2012 Apr Jul Oct 2013 Apr Jul Ot 2014 Apr Jul Oct 2015

W.fullertreacymoney.com This website is @ 2008-2015 Fuller Treacy Money plc. All rights reserved.



Fuller Treacy Money
Global Strategy Service
Empowerment Through Knowledge

Merrill Lynch Treasury 10yr+ Future Total Return Index {(MLT1US10 INDEX) 2049 846 -52 57 2015-02-18
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Dollar Index {DXY INDEX) 94 .315 -0.34 2015-02-20
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US Dwollar Purchasing Power (PPCD1967 Index) 0.142 0.0 2014-12-31
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= has lost most of its purchasing power since only 1968  |es
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London Spot Gold (GOLDS COMDTY) 1201.95 -27 48 2015-02-20
EWA 20
Gold is hard money, albeit with i ‘i | |
a fluctuating price, just like I* M 1600
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Brent Crude Oil {CO1 COMB COMDTY) 60.22 -1.3 2015-02-20
Weekly 150
~HA 200 , The end of an era for producers of crude oil |
who have lost price control of this market -
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Many thanks for your interest!
Any questions?

Please visit our site:
www.fullertreacymoney.com



