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Upcoming travel commitments means this is likely to be the last Weekly
Speculator published for 3 weeks (although our daily notes will continue for
most of this period) and this makes it an appropriate time to consider matters
from a slightly longer timeframe than our usual practice.
There is a certain symmetry to the SPX index approaching a new all time high at
the start of March, since March 6th 2009 marked the ultimate low in the prior
bear market, March 12th 2003 the lift off point for the 2003-7 bull market
(although the absolute low for the 2000-3 bear market was registered the prior
October) and March 24th, 2000 the peak for the great 1990s bull market. There
is no obvious reason for March having been such a milestone strewn month in
recent years, other than perhaps the change in the season giving cause for
certain introspection amongst investors.
Of course the fact that the prior two bull markets expired just above the 1550
level has created something of a technical barrier to further progress. This may
prove to be a factor in the short term and it is possible that the current move
peters out close to or just above the 2007 high, but it seems reasonably likely
that the ultimate peak for the current bull market will be somewhat higher than
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the ceiling which has capped the SPX index for the last 13 years. This dreary
half generation has conditioned investors to fear the worst from the US
equity market and embrace the lure of alleged safety in alternative
destinations for capital, particularly following the trauma of the subprime
crisis.
Nevertheless, the last four years have been an unusually fertile period for
equity investors, indeed even including the severe drawdown of the last
bear market a number of SPX level 1 sectors are well above their levels at
the peak of the prior bull market as the chart (on the next page) shows.
Indeed provided one avoided a heavy exposure to financials (still 51.07% of
their October 2007 value) and Materials (91.77%) one is likely to have made
money (Telecom is down 14% but this would be more than covered by
dividends). Perhaps most surprisingly for most observers Consumer related
equities would have delivered the best returns, with Discretionary up 37%
and Staples 35% excluding dividends, while Healthcare delivered a 22%
return and Technology 13% (the NDX index is up 26% over the same
period).
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with gluttonous determination. We have severe misgivings at the ultimate
wisdom of this policy, but much fewer concerns regarding its implications for
the equity market. Monetary policy is a key (but not the only) determinant of
investment opportunity and remains a significant bullish influence at the
current time.
Perhaps as important is the fact that the actual fundamentals for a number of
key sectors remain quite positive. The US consumer has been a robust provider
of demand but has done so without utilizing much credit and has also rebuilt
depleted savings to a considerable degree; the US industrial sector is
increasingly competitive versus international alternatives; even the financial
sector has arguably reached the point that it should be able to participate in the
substantial areas of growth that comfortably exceed the fairly dismal official
GDP data.
Unlike the backdrop to the peaks of 2000 and 2007, both economic conditions
and monetary policy remain favorable to the equity market going forwards. By
March 2000 the FDTR had been raised to 6% from 4.75% a year before. There
would be one more hike to 6.50% in May 2000 (a key policy error by the
Greenspan led FOMC that has had little attention) and it would take until
January 2001 until the FDTR would be cut for the first time. Over this 9 month
period it became abundantly clear that a large proportion of US public and
private companies had pursued business models predicated on unrealistic
growth expectations and access to investment capital (predominately equity),
and by the time the FOMC started to address the issue the damage to the
economy was severe.
In 2007 the FOMC had just started to wake up to the severity of the subprime
crisis when the market peaked. Indeed the decision to reduce the discount rate
in August and then the FDTR in September (the initial cut being an unusually
large 75 bp from 5.50% to 4.75%) provided the final spurt that took the SPX up
to its ultimate high on October 12th. There is little need to remind readers of
the traumatic 17 months that followed, but we would point out that although
interest rates were cut between September 2007 and September 2008, it was
only in the latter that the FRB started to address the total drain of liquidity
within the US financial system.
The situation today could not be more different. The FOMC remains on permahold regarding the FDTR and continues to pursue its quantitative easing targets

Most strikingly there is an absence of over dominance on one particular
industry (unlike Technology in 2000, Homebuilding and Finance in 2007) or the
tell-tell signs that the key portion of economic activity has started to
deteriorate. In fact at the present time the key homebuilding sector appears
poised for a substantial acceleration in activity, with only the record low
inventory level providing a realistic impediment to growth.
None of the above guarantees it will be smooth sailing, indeed we would expect
the next corrective phase in the equity market to be the most violent since 2010
when the SPX drew down by approximately 20%. We say this because the fact
that we finally have witnessed persistent retail inflows to the US equity market
suggests that there will be some nervous hands whenever the next period of
panic ensues. On the other hand we have no particular feeling that this episode
is imminent and still see the likeliest catalyst as being a substantial move higher
in bond yields caused by stronger than expected economic data, meaning the
equity market is still likely to go up before it goes down.
As we argued last week, macroeconomic data looks to be the key to the equity
market over the short term. Thus far the February data has been solid, with the
ISM Manufacturing survey in particular giving encouragement, but Friday’s
Non-Farm Payroll number probably holds the key to a number of speculator
markets. A stronger than consensus (163K) report would potentially provide the
catalyst for the SPX to follow the INDU index up to a new all time high.
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However, it would have much less positive implications for treasuries and
precious metals.
Regarding the former, US long term yields have been snaking higher for the last
few months. Since last August the 50 day ma of the 10 year yield has moved up
from 1.55% to 1.91%, with the yield recording a series of incremental gains. A
strong payroll report (arguably the junior Household survey is now the more
important measure for interest rates following the FOMC’s targeting of the
Unemployment Rate) would potentially provide the catalyst for a decisive
break above the 2.00% level, with the March 2012 high of 2.40% being a
realistic short term target if this were to occur (note the US economy is in
substantially better shape than a year ago).

Of course the unpredictability of the BLS report means that Friday could see
an in-line or weaker than expected report, which would present something of
a stay of execution for gold and treasuries and a need to consolidate gains in
the equity markets. But we doubt that this would present more than an
intermission before the forces we describe make themselves felt.

For gold the problem is two-fold. First the metal has started to become a very
expensive alternative to US equities. At its August 2011 peak, the ratio of gold’s
price to the SPX was 1.68. 20 months later the ratio is 1.03 and is threatening to
fall below 1 for the first time since 2010. The ratio was 0.5 at the October 2007
market peak and 0.19 in March 2000, but unfortunately a large number of gold
investors were not fully exposed during the early portion of gold’s historic rally,
but have fully participated in the recent substantial under-performance.
This is the catalyst behind the sudden divestment of fold ETF holdings, with the
predominant selling almost certainly coming from hedge funds who cannot
afford the luxury of falling further behind the equity market (we note that the
GLD ETF, which is widely held by hedge funds, has had a much faster rate of
redemption than the overall gold ETF complex in recent weeks). It is therefore
unsurprising that gold is testing key support at precisely the time the SPX tests
its all time high, since the strong performance of the latter is creating the
temptation to switch out of gold.
The other problem for gold is that it is commonly held by investors with a large
holding of fixed income securities, forming a “barbell” exposure that minimizes
equity holdings. This has created a substantially greater correlation between
fixed income and gold at the current time than would normally be the case.
Should interest rates start to move higher, it is likely that gold would come
under significantly greater selling pressure.
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S&P 500

Tuesday's break out to new highs in the SPX confirmed our thesis that the correction that began in the third week of February was likely of the same ilk as the
December 2012 pullback. The turn in the index established a new higher low (1485) at just above key price and moving average support and as of last night's
close the large cap index is only 2.25% away from its October 2007 intraday high. MACD is turning higher in positive territory and has also established a higher
low.
We agree with one respected market strategist that has suggested that "one cannot predict corrections with consistent success and it is a fool's game to try".
That said, we nevertheless attempt to measure both the consequences of nonchalant acceptance of market rally from a contrarian standpoint and the pure
price driven sustainability of any market trend. As observers of market movements, we remain cognizant of warning signs that a trend is exhausted and
although there is little question as to the probability of deeper correction unfolding in the coming weeks or months, we still haven't witnessed any clues that
the shorter term rally from the November lows and intermediate term rally from the June lows has run its course. We now mark short term support at 1525
and second key support at 1475. A violation of second key support would mark a lower low and signal a significant technical change.
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NASDAQ 100

The NDX rallied sharply in concert with the broader equity market on Tuesday. The high tech index was up 1.44% on the day compared to a
0.96% gain in the SPX and a 1.77% advance in the RTY. This is the first time in nearly 4 weeks that the index has lived up to the moniker "high
beta" and it is not a coincidence that it was in step with the best upside day in Apple since mid-January. The 39.72 point advance broke the
index out of the sideways trading pattern that had been in place since January 1st, but we remain unimpressed with the technical action. After
consolidating for nearly eight weeks, yesterday's immediate reversal after the opening print in the index that pushed prices over long standing
secondary resistance was a notable failure. On the plus side of the technical ledger, MACD held at dead neutral and is turning, showing an initial
turn to positive momentum. We now mark short term support at 2775 and second key support at 2700.
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Russell 2000

After retesting support at the 895 level last Tuesday (which marked a short term support level marked by a previous short term price low on
January 30th) the RTY rallied and gained apace last week after establishing a higher low at the 900.00 level on Friday. The index had once again
respected the rising 50-day ma by a measured margin and has since rallied higher this week. As of yesterday's close, the RTY was challenging its
all time highs and over the past week MACD had begun to flatten and the oscillator is now turning higher in positive territory. We now mark
first short term support at 895, which marks a cluster of price and moving average support and we continue to mark key secondary support at
870.
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VXO

The VXO Index continued to unfold according to script, returning to and testing the bottom of the range established earlier in the year at the
12.00 level. The brief foray above the pivotal 15.00 and the quick return reinforced the oversensitivity of market participants to even the most
modest of declines in the stock market. With the market below the 50-day ma and comfortably below the 200-day, resistance is poised at
14.00, and 16.00 above that. Support is initially at 11.09, registered two weeks ago, but there is still considerable room down to the all-time low
at 8.99 registered January 24, 2007. With the Dow Jones Industrial Average scoring a record high this week and the Standard & Poor's 500
within striking distance, the market could easily etch out a range of 9.00-12.00 while the stock market pushes into record territory.
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Morgan Stanley Emerging Markets

The MSCI Emerging Markets Index marked time sideways for most of the past week before registering its lowest close for 2013 at 1,041.28 and
then rebounding largely on the back of constructive U.S. economic data and a record high close for the Dow Jones Industrial Average. Brazil's
Bovespa contributed especially, rising 3.64% yesterday after the 56,000 support held firm in the face of repeated attempts. While this managed
to erase the MXEF's YTD losses, just barely, it is still lagging behind the Standard & Poor's 500 Index, which is up 8.08% this year. It is a far cry
from the same time last year, when the MXEF was up 13.53% and the SPX only 5.19%. There is congestion and retracement support at 1,036,
but momentum remains negative and showing no signs of turning higher. Breaking below there would leave the market vulnerable to next
support, currently at 1,019. Resistance is marked at the 1,065 50-day moving average.
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US Dollar

Just one day after our last writing on the index, the DXY proceeded to break through its short-term resistance at the 82 level, aided by an
especially weak GBP. Since then the DXY seems to have found support at its former level of resistance, the strength of which will no doubt be
tested over the upcoming sessions. We do nonetheless find it worthy of note that as of late, weakness against the USD has started to
materialize across all three major components of the DXY (namely the EUR, GBP and JPY), reinforcing the current fundamental strength of
the currency.
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10 Year Treasury Note

The decline in long-term Treasury yields last week, triggered by the turbulence surrounding the Italian election result and sharp pullback in the
U.S. stock market proved short-lived. Despite the headline news, yields failed to move below 1.80%, an inflection point for the market over the
past eighteen months. After using that level as a bottom for yields in late 2011 and the first half of 2012, investors used it as a ceiling in the last
half of 2012. Since the beginning of 2013, it has re-emerged as a floor, never closing below it. As the Dow Jones Industrial Average rose to a
record high on March 5, yields rose in concert, regained the 50-day moving average, and created another in a series of higher lows since the
July 24, 2012 nadir. This certainly gives the appearance that the trend toward higher long-term rates remains intact. The U.S. economic data
out since last week supports a reacceleration of activity, and Friday's Non-Farm payroll data could provide the catalyst for an eventual move
above the 2.10% level.
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Gold

Having last week used the long-term monthly chart of gold to show that the 17-month long retreat from its September 2011 all-time high was
starting to cause significant technical damage to its long bull market, we return to the daily chart this week and see that the market is
becoming entrenched below the last breakdown at $1,625-1,630. Both the 50-day and 200-day mas are well above current levels, at $1,645 and
$1,666, respectively. The market closed out last week with the longest monthly string of losses (five) in 16 years. Momentum has flattened out,
but the technical price damage is sufficient enough that more downside probes are likely in the offing. The quality of U.S. economic data still
seems to be the lynchpin, and Friday's Non-Farm payrolls number may prove to be the initial catalyst. Support remains at $1,525, which is
congestion as well as the 36-month ma noted last week. Below that, the market has scope to fall to $1,300.
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Crude Oil

Short term support in oil at the $92.00 level gave way to the continued selling pressure on Thursday of last week and during Friday's trading
session crude prices slid lower to key support at $90.00. Over the past three trading sessions prices have held that important marker on a
closing basis. Not that it has been of much technical significance over the past year, but the 200-day ma now appears to be gaining a level of
technical importance as it tracks lower onto key price support and has been helping to cradle prices for the past three days. At first glance one
might view the holding of the $90.00 level as a precursor to a reversal with a tradable rally to follow and that may be how the price action
unfolds but we view the current price action as anemic considering that one would normally expect prices to be much firmer at the turn on the
month. The fact that oil hasn't been able to rally at a time of calendar inflows speaks volumes of the overriding supply concerns in the
marketplace. Oil may catch a bid and bounce from current levels but unless there is a meaningful turn in downside momentum as witnessed by
MACD, it appears that the $85.00 level is likely to be tested in the weeks to come.
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Copper

Copper's assault on the previously identified support at $7,750 was successful and the market has continued to close below that level since first
breaking it on March 1. Any hoped-for support from the calendar allocation period at the beginning of March was denied and is generally
bearish for prices, especially since the market has now registered four consecutive closes below the 200-day moving average. Momentum still
indicates weakness, and this argues for a test of the low end of the much broader trading range at $7,506. Below that, the expanded range
extends all the way down at $7,250 while over the near term, $7,830 is resistance.
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DISCLAIMER

The information provided herein represents the opinion of Marketfield and is not intended to be a forecast of future events, or a
guarantee of future results. This report is for informational purposes only, is not an offer to buy or sell any specific security, and is not
intended to provide specific investment advice because it does not take into account the differing needs of individual clients. This report
is based upon information that Marketfield Asset Management LLC believes to be reliable, but no representation is made by Marketfield
Asset Management LLC as to its completeness or accuracy. This report is not a complete analysis of every material fact concerning any
company, industry or security. Marketfield Asset Management LLC assumes that it will be read in conjunction with any other available
reports and data. Opinions expressed herein are subject to change without notice. No investor should rely on the views, opinions or any
suggestions contained herein. Investors are advised to consult with their own individual advisers on their specific situation before taking
any action based on any information contained in this report.
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