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April 23, 2010 Market Update: Optimistic Extreme - Time to sell/get defensive
Aggressive exit Target in sight – A difficult six months ahead. Risk is high – I believe it is time to sell
and/or get defensive.
“Sell when everyone else is buying, and buy when everyone else is selling…” Sir John Templeton. So
difficult to do as we humans feel good at tops and feel fear/panic at the bottoms. Who wanted to buy in
November 2008 and February 2009? And who wants to sell today?
Optimism is back and investors are aloof, just at the wrong time (once again). Months ago I painted a
picture of the likely post crash rebound and I set a moderate recovery target at 1122 and an aggressive
recovery target 1229. Today the S&P 500 Index is at 1210. There is significant resistance between 1229
and 1250.
Following is the most recent NDR Crowd Sentiment Poll chart: Note the Extreme Optimism level today
(bottom section of the chart, upper right corner 4/20/10 = 69.3. It was 70.7 last week). Also note the up
and down arrows on the top half of the chart. Optimistic Extremes (the down arrows) occur when the
Sentiment Poll reading is 67.9 or higher (sell when everyone else is buying). Pessimistic Extremes (the up
arrows) occur when the Sentiment Poll reading is 46.7 or lower (buy when everyone else is selling). The
chart can help you understand how the market has behaved post extreme readings dating back to January
2000. The evidence is pretty clear, if you have long equity exposure in your portfolio, it is time to get
defensive.

NDR Crowd Sentiment Poll chart:

Combining the “Extreme Optimism (Bearish)” reading from the above chart with the overhead resistance
at 1229 immediately ahead (reflected in the chart below), and given the very difficult fundamental
backdrop – risk of loss is very high.

S&P 500 Index chart:

In December of 2008, I wrote, “Be patient, you’ll get that chance…”. I believe investors got that chance
and it is time to sell and/or put other defensive measures in place (covered calls, puts, etc). I believe that
the equity markets remain in the grips of a long-term secular bear market (17 years or so which started in
March 2000). All secular bear markets have shorter-term bull market moves. This one has been one of
history’s best. Be happy and be smart. Sell at logical resistance levels tied to Extreme Optimism. I don’t
believe the potential for a few more percentage points is worth the 35% risk to the downside. And
remember, you can always re-buy back in at logical support levels tied to Extreme Pessimism (“buy when
everyone else is selling”). I’m targeting the 950-1000 level in the S&P as logical support. Be patient…
secular bear markets offer a number of trading opportunities.
I believe that most investor’s portfolios should include a diversified blend of Absolute Return Strategies. I
expect volatility to increase and a better environment for short-term and mean reverting trading strategies.
Please contact your CMG Investment Advisor Representative if you have any questions.
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Important Disclosure Information
This message (and any associated files) is intended only for the use of the individual or entity to which it is
addressed and may contain information that is confidential or subject to copyright. If you are not the
intended recipient, you are hereby notified that any dissemination, copying or distribution of this message,
or files associated with this message is strictly prohibited. If you have received this message in error,
please notify us immediately by replying to the message and deleting it from your computer.
Please remember that past performance may not be indicative of future results. Different types of
investments involve varying degrees of risk, and there can be no assurance that the future performance of
any specific investment, investment strategy, or product made reference to directly or indirectly in this
document will be profitable, equal any corresponding indicated historical performance level(s), or be
suitable for your portfolio. Due to various factors, including changing market conditions, the content may
no longer be reflective of current opinions or positions. Moreover, you should not assume that any
discussion or information contained herein serves as the receipt of, or as a substitute for, personalized
investment advice from CMG Capital Management (or any of its related entities), or from any other
investment professional. To the extent that a reader has any questions regarding the applicability of any of
the content to his/her individual situation, he/she is encouraged to consult with the professional advisor
of his/her choosing.
A copy of CMG’s current written disclosure statement discussing our advisory services and fees is
available upon request or you can access this information on CMG’s website
(www.cmgfunds.net/public/adv.asp).
Mutual Funds involve risk including possible loss of principal. An investor should consider the Fund’s
investment objective, risks, charges, and expenses carefully before investing. This and other information
about the CMG Absolute Return Strategy Fund is contained in the fund’s prospectus, which can be
obtained by calling 1-866-CMG-9456. Please read the prospectus carefully before investing. The CMG
Absolute Return Strategy Fund is distributed by Northern Lights Distributors, LLC, Member FINRA /
SIPC.

