Peter Newell's illustration of Alice surrounded by the characters of Wonderland. (1890 )

In Lewis Carroll's  Alice's Adventures in Wonderland, Alice follows a mysterious white
rabbit into a rabbit hole to enter "Wonderland', an absurd and improbable world
inhabited by many strange characters.
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General Market Review

Well okay, maybe n@ we are getting somewhere. After months of parroting things like
“risk is high”, “the gold sector is still positively correlated with the broad markets” and
“the dumb money (which buys tops) is over bullish” perhaps we have just made another

lurch towardresolution of the current mania.

While | was uncomfortable with the Greece and Goldman headlines as sensational
topping indicators, | am more comfortalfiéetoringin headlines referring to weaker than
expected GDP and an ugly lookintarketreversal justwo days after Pumper in Chief
Bernanke released his latest easy policy statement.

The following weekly chart of the S&P 500 is simplified down to the essentials; bears
will take note of a nedbearish engulfing weekly candle and a lower weekly low
registered during an FOMC weekThey will also look at support at 1150 and wonder
Owill these pigs dare find support for an unthinkable rise to new highs?0

This question is not definitively answerable but this one is: Ols the risk vs. reward
equation anywhe near suitable for smart money?O No.
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$SPX (S&P 500 Large Cap Index) INDX
30-Apr-2010

o $SPXR (Weekly) 1186,
ahVolume 25,838, EMA(60) 2

@ StockCharts.com
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The profound potential of a coming decline is not lost on me since NFTRH established its
ultimate upside target of 1224 well over a year ago. The reason it is in my opinion
profound, is that the plan for a OHedltyclical bull market included the now defunct
Oscenarios A&BO, one of which called for a correction and test of the 900 area to shake
out the unhealthy holders before an eventual run to target.

This obviously never materializegind themarket isnow sponsored bylumb money;
emotional money sucked in by the siren call of an ever rising tgte.while | am loath

to write like so many always bearish writers out there, the technical and sentiment
backdrop combined with fundamentals that can be sumeaaaig little more than Oinflate

or died tell me that there is some serious dowpsigerial; potential that would be

fought once again by our heroes at the Fed along with their counterparts throughout the
industrialized world.Enterthe monetary metadjoldE

Precious Metals Review - Gold

$GOLD (Gold - Cortinuous Contract (EOD)) INDX @ StockCharts.com
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The measured upside target for gold is adjusted to 1240 (from 1225 or so) based on the
above weekly chardevoid of noise The reversal pattern has performed like a champ
and is confirmed with a weekly breakowtest/hold and rise to a new weekly high close
since the neck line breakouthe downsloping neck line indicates we may be looking at

a new high and subsequent reversal down, but it is early and weOll just take it as it comes.

But before we lock in thaear term target, letOs be aware that the POG is still creeping up
the underside of a broken intermediate (red dotted) trend line. It is appropriate at this
point to once again offéhe questiorOSo What?O

$GOLD (Gold - Continuous Contract (EOD)) INDX ®StockCharts.com
30-Apr2010 Open 1157.50 High 1181.60 Low 1146.70 Close 1179.20 Chg +21.60 (+1.87%) «
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Strong support is as it has been for momibn, designated by the thick green line to just
below 1000. Can you imagine just a few short years ago thinking about the 1000 level as
an area that would shake out the hangexsin fear of losing their OinvestmentO? Official
global price manipulationEmainstream mediantagonism and Robert PrechterOs Ogold
will not rise above 350, 390, 420EQ, and we are talking about a potential declid&Cto

or just underl000 to shake out the fearful. This is amusing if you have been around the
sector long enough.

Meanwhile, regardless of near term correction potential, the upside target off of the big
daddy consolidation pattern (I still do not call it an inverted H&S OreversalO pattern
because there was no previous down trend from whickverse-)) that tooka year and

half to form starting in early 2008, remains north of 1300he rest is la noise my
friends.
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Silver

LetOs give a little attention to the otfEonetarmetal thatmany people get excited
about. Some people think of me as being beadstsilver. That is not the case, although
NFTRH is intermediatéerm bearish on silver in relation to gold dnigelieve that those
who would promotethe silver-gold ratio as justification for massive upside in silver
(based on supply/demand fundamentaisl historical valuations) aret giving proper
weight to the consequences of economic contractiomamning liquidity.

So he reason | am bearish on silver vs. gold is that | am bearish on the idea of sustainable
economic growth. It is as simple #sat; gold is a countercyclical asset in that it can
perform well during inflationary growth phases, but will generally underperform in
relation to positively correlated things like oil, like copper, like silver. During a
contraction in economic activit especially one created by a contraction in the credit
which fuels the global economBygold will outperform most assets, as this is all about
money; the ability to manufacture it, to get people to accept it, to throw ever more
sublime levels of it at wditever problems spring up.

$SILVER (Silver - Continuous Cortract (EOD)) INDX @ StockCharts.
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Gold bug rant aside, weOll look at silver as an indicator for the health of the current PM
rally, given its generally positive correlation with the gold miner indexgss weekly

chart makes me want to short silver in therst way. But as noted on the blog, there
may well be less risky bear plays out there on the investment landscape than this one.
Because while silver shows a significant resistance zone just above 19 under the broken
weekly trend, it also sports a MACHDat is in bull territory and triggered up with a long

way to go higher if the PM bulls get the bit in their mouth heX&=TRH will put it at
65%-35% odds that silver tops out soon, Buhe 35% comes in, significant new highs
could easily be registed.

NFTRH 4




Precious Metals Stocks

Reintroducing our old friend the HUI weekly chart with important EMA 75. Apologies
in advance for the busyness of the chart but | am trying to tell the corbmepécture
technicalstory here.

HUI has come to the NFTRH targeft 470 so now it can obediently decline in search of
support. HoweverE the index remains in the (green dotted) uptrend channel and while
dealing with resistance in the 470s, has more significant resistance above 500 in the form
of the 2008 and 2009 topsid the broken weekly trend (red dotted) line.

$HUI (Gold Bugs Index - AMEX) INDX @ StockCharts.com
30-Apr2010 Open 442.16 High 472.70 Low 434.39 Close 463.73 Chg +21.57 (+4.882) 4
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| did not sell a thing on Friday as the target was pinged, and that is not so much because |
donOit feel there is technical risk as it is the combination of upside momentum potential
and big picture posite fundamentals.

In the event of any coming downside, letOs review support levels. Strong suppart is
designated ahe 375390 level in the formfoa lateral sequence of highs and lows dating
back to early 2006. The most recent hold of this zenkethe EMA 75 was a positive
development.

Still, we must look to lower support levels as well, simteckcharts.com doesot
include a tool that allowsthe analystto set allhis chart predictions in stone with the
subscription. They are noted, are firself-explanatory and would likely only come
about in the event of a decent deflationary OepisodeO (you will noticeah@tinrite
Oactual deflationO).
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NFTRHnormally usessentimentrader.corfor its lroad market dumb/smart money data

(no material change this week) but today letOs loplktdic opinion for gold and silver:

CMX GOLD 100 (COMPOSITE) Continuous (1,152.80, 1,163.90, 1,148.60, 1,161.70, +8.19995)
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Unsurprisingly, tops in both gold and silver tend to come about withimed public
sentiment. Notable exceptionbowever were the 2008 tops into a hard decline for gold
and a flat out crash in silver. Still, this indicator says the precious metalscaally
continue upward in the near term.

Commodities
By the same token then, if we allow that silvern continue upward, tat about its

positively correlated cousins in the commodity complex? Theydeoise from a public
sentiment perspective
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The look of various commodity charts is a technical mixed bag. If this is the deflation
impulse, commodities will declineBut we have thought we had the bulls where we want
them before, havenOt we? If commodities do rise again to an important top in sentiment,
it will likely come in conjunction with a renewed downturn in treasury bonds, which we
will review shortly.

First letOs look at the Baltic Dry Index chart which has failed as of yet to make a lower
low. Until it does so, | am hesitant to tout a new bear phase in the markets just yet. In
fact, a marginally bullish indicator would be a rise in the BDI to above rtiadl $op
designated by the red arrow.
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$BDI (Battic Dry Index (EOD)) INDX. @ StockCharts.com
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US Treasury Bonds

The 10 Year Treasury note is epic. It will either prove to be an epic failure into
inflationary expectationshysteria or prove an epic (if temporary) validation of the
deflationists per the soarios below.

$UST (10-Year US Treasury Note Price (EOD)) INDX @ StockCharts.com

30-Apr-2010 Open 116.70 High 117.92 Low 116.55 Close 117.91 Chg +1.45 (+1.25%) a
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a) Fail at solid red downtrend line and decline off topping pattern to new low,
attended by inflation expectations that even the Fed will not be able to pdetend
not exist.

b) Break out above sold red line into deflationary impulse, progidi temporary

opportunity; to preserve capital and then deploy capital into the precious metals
and later a literal developingprid of potentialgood investment stories.
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Wrap Up

The HYG (junk bondsipLQD (investment grade corporate bonds) ratio Eatsa credit
spread, sentiment and volatility indicator all rolled into one. lts message @htrat is
absolutely nothing to wor@about from a speculative standpoint; speculation is alive and
well. Common sense and a grounded, rationpfagch ag resting at support however,
and offer a 180 degree opposite view from that of the speculators.

LQD:HYG (iShares iBoxx Investment Grade Corporate Bond FundiShares iBoxx High Yield Corporate Bond Fund) NYSE/NYSE @ StockCharts.com

30-Apr-2010
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One wonders what the risk/reward players in the bond market think of the odds at this
juncture. The chart itself, much like the VIX, the G8ilver ratiolooks like a massive
consolidation prior to further upside. If | have to parrot this for another year | will, as
long as the technicals and sentiment structure support doing so.

Risk vs. Current price level: H (High) N (Neutral) L (Low)
S (Short Term 0-4 Months) I (Intermediate Term 4-12 Months) L (Long Term 1 Year+)
Market S| | L Notes
S&P 500 H | H Came within a hair of NFTRH ultimate upside target
Gold N|L|L Gold expected to rise in ratio to pos. correlated assets
Silver N | L Silver underperform gold (1), buiftencorrelate w/ PM miners
Gold Stocks N| L OBestO rally target achievedre potential upsides)?
Commodities H N Long bond backs away from brink so Commods takeithe
Global Developed | H | H Basket case/ PIIGS, etc.
Global Emerging H|H|N Blow offs will not help intermediate ternonger term good story

The above is not a comprehensive list; rather, it is a quick snapshot of some markets for
reference. Values are based on risk vs. reward at current levels, as opposed to absolute

price projection.

Values generally rely on technical analysis and macro-fundamentals.
Values are subject to ongoing revision as events and macro-structure dictate.
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Portfolio Notes

Portfolio Notes are provided for a look at how the writer is applying the analysis in
NFTRH to real world functional investment at any given time. Portfolios are not
intended as recommendations and are subject to change at any time due to the
unpredictable nature of markets.

The Capital Presevation portfolio did some shifting in its US Treasury fund holdings this
week. Some-bill funds (SHV) were shifted to-3 year funds (IEl). A healthy profit
was bookd on AAU and as its replacemeRCV.v was initided on severe downside
activity and awvould-be decent risk profile.

Precious metals equities are explorers CPN.to, DIB.v, FCV.v, FRG, PEZ.to, RIO.v,
VEM.to, XAU.to and miners DMM.to, FVI.to and GBG. The Ocleaner energyO
contingent is comprised of FTEK, LAM.to and STM.Zash, 4ill (SHV), short term
(SHY) and 37 year(IEl) treasury funds are at 83%. Portfolio is balanced by gold.

The Speculatiorportfolio also shiftsunds from SHV to IEland cashtakes a decent little
profit on SIGM and adds silver miner FR.to.

Precious metals equiseare explorers AAU, CPN.to, DIB.v, FRG, KGN, PEZ.to, RIO.v,
TML.to, VEM.to, XAU.to, miners DMM.to,FR.to, FVI.to, GBG, GOZ.v, NXG, junior
ETF GDXJ and ultrayold bullion fund UGL. The Ocleaner energies(apalated by
FTEK, EFR.to, LAM.to and STM.v. &ar positions are QID, SDS and VXX.

Precious metals positions a#2% of portfolio. Cash, short term (SHY) and/ 3/ear
(IEI) treasury funds are at 39%Portfolio is +4% for 2010 and 83% above baseline
(NFTRH1 dated 9/28/08).

Note: Due to the Capital Preservation portfolio’s status as a regular brokerage account
and that it is used to fund other personal needs, it has become increasingly difficult to
track the portfolio’s performance from baseline. Given that the account is conservative
and does not move strongly in either direction, I trust the suspension of performance
tracking will not be an issue. The Preservation portfolio is +18% from baseline
(NFTRH1I dated 9/28/08) as of 2/7/10. The Speculation portfolio will continue to track
performance as usual.

Charts used in today’s report courtesy of stockcharts.com

Notes From the Rabbit Hole (NFTRH) is a weekly newsletter in which we provide analysis on financial
markets. We make every effort to provide accurate and high quality content, but this analysis ultimately
represents our opinions and these opinions are provided without warranty or guarantee of any kind. In no
event will Biiwii.com or its owner , Gary Tanashian be liable for any decision made or action taken by you
based upon the information and/or opinion provided in NFTRH.

Complete Biiwii.com terms & conditions available here: http://www.biiwii.com/about.htm
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