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As GM goes . . . s0 goes Google? GM used to be a barometer for the economy, then it became a mortgage company
that sold cars — remember those annoying Ditech commercials? Now it might be more accurate to say they’re an
HMO that rarely sells cars. The GM situation is a sad but familiar one — at its end Bethlehem Steel had pension
liabilities for 130,000 while employing 13,000. Sadly, there are car companies that do well, they just don’t happen to
be Chrysler, Ford and GM. Back in the 20’s there were over 100 car companies, and they went the way of the dot-
coms after 2000. But now, it just may be time for things to come full-circle. Meanwhile, a better barometer for the
economy, even the global economy, could be Google (287). The stock has been more than cut in half, though
obviously a lot of stocks are weak. However, while plenty of stocks are holding, Google remains weak.

Sentiment numbers certainly show enough pessimism for a rally — as they have, admittedly, for some time. But you
don’t need numbers to understand the feeling is bleak. The news of course is bleak, from a policy standpoint nothing
seems to work. As importantly, perhaps, nothing you buy seems to work. [If Citigroup (9.4) looked like a deal at 30
and then 20 — how low can it go — it’s now under 10. Warren Buffet bought into Goldman Sachs north of 100 and it’s
now 70. Despite what seemed cheap three months or even one month ago, buying hasn’t been rewarding. It reminds
us a bit of late in the summer of 74, following a bear market that began in January *73. The feeling then was if they
rally, so what, they’re not going anywhere. In this period where nothing seems to work, or work more than a day or
two, the feeling seems similar. In *74, of course, that feeling set the stage for the end of the decline.

There remains the question of whether the Financial crisis is easing. After hopeful signs following the mid-July low,
the likes of Citigroup and Bank of America (17) have moved to new lows. And now we find that AlG (2) needs about
twice its original bailout and, apparently, American Express (21) left home without capital. The Financial ETF, the
XLF, made a new low, not in keeping with “the worst is over.” On top of that, equities have come to understand the
harsh reality of a global recession. And the key word here may be “global.” The U.S. was the first central bank to cut
rates fourteen months ago, while foreign central banks have only just begun. In the last few years almost 40% of S&P
profits have been derived from abroad, meaning global matters. But if there are relative losers there are relative
winners, namely domestic companies. Perhaps most importantly, we should lead out, just as we led in.

As dismal as things have seemed, as weak as the market has seemed, it’s almost surprising to realize the Dow and
S&P have held the October lows. Thursday obviously was close, with the S&P actually making a new intraday low
but, they held. Not that the lows necessarily are a matter of life and death, but breaking those lows could have, and we
stress could have, started a new acceleration down. As it happens, they did more than hold. After a multiple-swing
day, which we always like to see on reversal days, we closed well — up 550 after being down 300, a 10% range. So, in
retrospect, what we’ve simply done is again test the lows, though it has been anything but simple. As good as
Thursday was, what’s needed now is more of the same.

In recent weeks we’ve compared this market to 1929, 1962 and 1987. While no two markets are ever the same, the
common thread is that like the October 10 low, those markets also had capitulation lows. In 1929 and 1962 the tests
that followed the capitulation lows were lower by something like 13% and 7%, respectively. And following those
tests the market moved pretty consistently higher. In the present case the test(s) has held the capitulation low of
October 10 but, clearly it has been a struggle. That makes this look much more like 1987, a market that went nowhere
in November and December, and only finally got going in mid-January. That was a process, and this seems likely to
continue to be so, despite Thursday’s impressive reversal and the likelihood the worst is over.

Frank D. Gretz

140 BROADWAY NEW YORK, NY 10005 TELEPHONE: (212) 320-3000

SHIELDS AND COMPANY, ITS AFFILIATES AND SUBSIDIARIES AND/OR THEIR OFFICERS AND EMPLOYEES MAY FROM TIME TO TIME ACQUIRE, HOLD OR SELL A POSITION IN THE SECURITIES MENTIONED HEREIN. WHILE
THIS REPORT HAS BEEN PREPARED FROM ORIGINAL SOURCES AND DATA WE BELIEVE TO BE RELIABLE, WE MAKE NO REPRESENTATIONS AS TO ITS ACCURACY OR COMPLETENESS, AND OUR OPNION IS SUBJECT TO
CHANGE WITHOUT NOTICE.




STOCK AVERAGE VS. AVERAGE STOCK
DOW JONES INDUSTRIAL AVERAGE

14,050
13,550
13,050 +°
12,550
12,050
11,550
11,050
10,550
10,050
9,550 A
9,050 A
8,550 4

8,050
ADVANCE DECLINE INDEX

Sep-04-07 Dec-20-07

Apr-10-08

Jul-28-08

Nov-11

GENERAL MOTORS (GM - $3) - WEEKLY

BHEHEREEHEES

(TP PR il |||
W Jd'lb Wﬂ‘l . ."J‘l'\ll WNEW-’ L“lr .ﬂ;«' AT R 1zZnaar

CITIGROUP (C - $9) - WEEKLY

slatladil i
Wavm e RTOE 000

30-wk weighted m.a

ey r'p.rr"’"""”nd
o

L )
T AT A II‘|I|‘|_I‘| AT L il .I.l I| ||r]| | II_|‘|_| ‘I_Ill_l IIlll |‘

sttt i, mmlmLUM

wm W I\J’lHCﬁ ﬂ?w 04. ?U’-‘ D?"IJ.U’-‘ Iﬂ ’MT-‘ TEAAT | (2 AL DA 170

CLOROX (CLX - $62) - WEEKLY

30-wk weighted m.a.

R EEREEEE

& B

06723706 0R0R0E 1106 02T W7 0PA30T oW 12447 0Ee0e 0SNEDE ORDIAE 10NT7A8

||||I||.||||II||Il|lnlll|||I.I|||.|||II_II|llll|i|l|||||l|II|||||”||IIII[|l|||I|||I||.I|]"|"_|II|||III|||||||||||||||||l|||l|||||||[ ™

GOOGLE (GOOG $312) - WEEKLY

l'l” l L 450
rr"rﬁl‘"llh»[hl \ f H L “ﬂ :
30-wk weighted m.a. l -

| s v 3 |

L e e L (e [l ATl I _1||_|_|_| il ] | ,|.|.| | _|[w

ORI CHURME  TVUGE  OARAOT ORI OREP ORRRAT 12N OWSNE DMIRTE GRAE 00

GOLDMAN SACHS (GS - $70) - WEEKLY

[W]rr‘ur'*"rrl

30-wk weighted m.a

| g5 v 0o | -
. . ol . 1L bt e et i |l ||||I|l
VERIZON (VZ - $31) - WEEKLY
funebiy v £ 05 Chg 108 b wmadi 320 |
) r,rr*llﬂr{rll‘""H h i
it yf 30-wk weighted m.a. ]H x
..

Lujll.|l||||||l.|l|lllI|II|IIII.II|III|||[IIIInIll|r|IIII||n|||||||ulIIllI|III|IIII.|||||||||||IIIII||IlI|||||I||I|I|||I||||||||||fl: !

062006 0OR0E 1M N7 WITAP 0PNA7 0T 1240 (R0 0SMRNE 0AN10R 10N7A00

1-C




