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CLICK HERE to visit other George Slezak web sites:

George slezaks  www. Stock Index Timin g .com commentary page
Formerly FUTURES FAX / FUTURES EMAIL

Weekly Commentary Page updated each Saturday
C 2006, George Slezak, Bonita Springs, FL
For more information call 888-311-3400 Click here to meet George

It's easy to open a futures account

This is the Stock Index Timing Weekly Commentary Page (usually updated each Saturday): When the Stock
Index Timing Executive Summary page shows Net Commercial Watch "IN THE GREEN," my overall market opinion is
positive, or, when "IN THE RED" my overall market opinion is negative. The following Saturday morning commentary is
written with a bias towards that overall market opinion.

Stock Index Timing .com Model ONE and Model TWO recommendations are shown on the Stock Index Timing
Executive Summary page and are followed by Timer Digest, see www.timerdigest.com

Before reading my weekly commentary, please review the Market Timing Signal summary and

recommendation and the Weekly "technical" market review, and review the twelve week summary of net
commercial positions .

2/11/2006 8:45 am eastern

2/11/2006 SWING TRADE RECOMMENDATION UPDATE:

NO OPEN SWING TRADE RECOMMENDATION

Swing trade" recommendations are just supplemental one to two week trades for aggressive short term traders. A "Swing trade" is a trade
recommendation in addition to my overall market timing trade recommendation listed as the Model ONE and Model TWO
recommendations shown on the Stock Index Timing Executive Summary page. Entering the "swing trade," or exiting the "swing trade"
does not reflect on my overall market timing recommendations.

When | recommend 100% long, | am recommending a long stock index future for each fully funded underlying value of your account. For
example, if the S&P were at 1200 and | recommended 100% long, my recommendation is to have one long E-mini S&P for each $60,000
of account value. When | recommend a "short term swing trade," | am recommending an additional E-mini S&P future for each $60,000 of
account value, where the S&P is approximately at 1200. That makes the recommended position "double long" relative to the underlying
funding of the trading account.

Commentary on COT report as of 2/7/2006
"Adjusted" Net Commercial position review:

Last week, the net commercial's increased shorts to the largest net short in the last
year.
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The full page of the above table can be found at http://www.futuresemail.com/cot/cotp3opt.htm
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See the chart on the Stock Index Timing Executive Summary page for a view of the range of the net

commercial position over the past five years.

the bulls have to feel very good

Consider the other side,

about the market breakout.

Each week | do the Technical market review before | write this commentary. See weekly "technical”
market review . | do the technical review because | believe technical analysis can help call the
market. The problem is, it may not call the market in advance. It may just tell us, with a high degree
of certainty, where we have already been.

First, let me make my view of the market completely clear - The adjusted combined net commercial
position was at the largest net short position of the last 12 months and | recommend speculative
money be - plan A - out of the market, and most aggressive plan B, 100% short. At some point |
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will add a swing trade short to move us to 200% short.

Back to technical analysis.

Boy, the top in January was really a great market breakout! | mean, come on, the technicals on the
market at that point really looked great. Expanding new highs, advance decline and volume looks

great. And it should! Look at the following chart of the NASDAQ! We have a breakout above a
resistance line going back to 2001!

19990208 comox 2R60 barz car lo hi FDDEDE1D MF MBl car | last rec (20060270

PC - Price Charting the stock market indesx right 1935 - 2001, Gearge Slezak, 1-883-311-3400. zee v futuresfas com.
Olaw chart = Olaw direct T

Here is a closer look at the above NASDAQ chart. WOW! a breakout to the upside of a two year
wedge!
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PC - Fij harting the stock market indexes. EDDTright 1385 - 2001, George Slezalk, 1-888-311-3400. zee wian futuresfas, com.
Olaw chart | Olaw direct

Here is a chart of the Dow for the same period as the above. It has not yet had the breakout the
NASDAQ had in the above chart.
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But if | go to the longer term chart of the Dow, maybe it has had the same breakout!
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Doesn't that look great!
Years ago | would see charts like the above and call it "'BREAKOUT!"

Here is a chart of the 1973 top, with a big erasure of the post breakout.
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Here is the above chart with the effect of the breakout FAILURE.
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| think many of us would call the 1973 peak a BREAKOUT FAILURE TOP!

http://www.futuresemail.com/pword/ffax/stkcom/work/work.htm 2/18/2006



Stock Index Timing .com Page 7 of 11

Now I'm sure we could find some technical indicators that support the breakout in 1973 as having
some critical flaws. And, maybe we have some of those same critical flaws in the market at the
current January 11th top.

But, my experience with technical indicators that support a top, is that in many cases the technical
indicators eventually catch up with a market moving out from the breakout and confirm the market
move if the market move keeps going. Kinda like the way the number of new highs broke out
recently to confirm the breakout of the market to new highs.

Some time back, when | was more active with individual commodity trading recommendations, one
of the signals | would use in calling commodity trades was a "BREAKOUT FAILURE" chart pattern.
The story | would tell to explain the set up was about one of my early experiences on the floor of
the CBOE.

| remember when the market broke out to new highs, and the buzz was all about the advance
decline line breaking out to new highs and "everyone" | talked to was buying the market on the
breakout. | was pretty new to the floor, so | had not yet put on positions, but | was getting ready to
back up the truck like everyone else that next morning. But when the market opened it wasn't
strong. In just a short amount of time, | saw the guys that had told me about all the buying they had
done were selling, and the market was a little bit lower. It turned out to be a real route of the
market. Simply, the great market breakout failed! And all those that bought it for the pop, had to
puke it quick, and then like a good floor trader, pound it down knowing others were hooked as well.

Now, this is not a great personal insight. Dow Theory is pretty much the same thing. Dow Theory is
based on calling market tops on a non confirmation. One of the Dow indexes breaks out to new
highs but is not followed by all the others. When the indexes fall to take out a previous intermediate
low, that taking out of the recent low calls the previous market top as a top. The sell signal comes
when the previous low is taken out by all the Dow indexes.

In day trading, one of the very good trade indicators is where the NASDAQ breaks out to a new
high for the day, but the Dow Industrials fails to hit a new high. (or the other way) When they both
begin to zig zag to the downside, that is a day trading indicator for a day trade sell. Some time back
| set up a web page to help clients see the day trade set up. It is still on Futures Trading School,
see Divergence day trade page

In the February 2000 issue of Futures Magazine | wrote the linked article on "Break out failures."

But, a breakout failure isn't a failure until it fails! In the day trading page | say we want to wait for a
zZig zag in the 5 minute chart away from the failure before taking trades. This is basically the Dow
Theory of divergences applied to a 5 minute chart of the S&P and NASDAQ. And then be sure to
have a stop.

Here is an illustration of a day trading breakout failure on Thursday this past week. The Dow put in

a new high for the day near 1 pm at the time of the announcement of the 30 Bond auction, and the
NASDAQ did not. After the ZIG ZAG, a good day trade to the down side ran into the close.
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And just a warning, you could have a breakout failure fail. Like | always say, up down or sideways

pretty much covers the possibilities.

The last two years were the years of the breakout failure failure. Look at the following chart and
you can see two breakouts, in March of 2005 and September of 2005, where the NYA broke out to
new highs and the NASDAQ did not confirm. Both times the market started a break down, but the

breakdown failed to turn into the next bear.
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Managed Money Report as of 1/31/06

Beginning August 1, 2005, | am now a Registered Investment Advisor
managing client speculative funds using Stock Index Mutual Funds and
Exchange Traded Funds. Client accounts are held at a discount stock
broker (ie BrownCo) that allows mutual fund switching (market timing) on
selected funds (I currently use ProFunds or Rydex Funds) and | take a
trading power over the account.

Aug 1
Jan FIM|AIM]J|JJAug |Sep |Oct |[Nov [Dec |[to Dec
31
2006|Managed( 3 34,
Account

2006|S&P +3.0%

Managed orln ros |- o o o
2005 A ccount +3.5%]-0.6% |4 40, |*7-8%|+1.9%]+5.9%
2005|S&P -1.1% |+0.7%)|, +3.5%(-0.1% |+1.2%

1.8%

The Managed Account Returns, in the above table, are based on actual accounts and
reflect a monthly managed fee of 1/12th of 2% times the month end balance. The
returns are compared to the S&P returns from published data.

http://www.futuresemail.com/pword/ffax/stkcom/work/work.htm

Page 9 of 11

2/18/2006



Stock Index Timing .com Page 10 of 11

| accept only "speculative funds” (in either a regular account or IRA) for
management and charge an annual fee of 2% of the account value. For
more information on a speculative managed account using Stock Index
and Commodity Index Mutual Funds or Exchange Traded Funds, email
george@georgeslezak.com

Click here to review the Investment Advisor Form ADV Part Il Disclosure (3 meg file) and a copy the Investment
Advisor Agreement.

Bottom line, CORE SHORT Stock Index Timing .com is "IN THE RED."

See my The Gold Bull commentary on Sunday morning where | am talking about the grains at
www.thegoldbull.com.

Good luck and good trading!
George

PS: Be sure to see the Weekly "technical" market review.

For more Info, call George at 1-888-311-3400

Send me an email with your comments! george@georgeslezak.com

Managed account profit and loss are based on actual account returns. Any reference to futures Profit or Loss
are hypothetical and do not reflect the results of any actual trading. Theoretical profit or loss shown are per
contract before commission and fees. YOU SHOULD BE FOREWARNED THAT SYSTEMS WHICH TRIGGER FREQUENT

TRADING SIGNALS AS PART OF A DAY TRADING STRATEGY CAN RESULT IN SUBSTANTIAL COMMISSIONS AND FEES.

Even though the above trade recommendations are NOT based solely on back tested trading systems
(subjective non quantified judgments are often considered) all traders should read the CFTC CONSUMER

ALERTS and the "COMMISSION ADVISORY" on trading systems.

All aspects of any trade recommendations contained in this report are subject to modification at any time.

FUTURES TRADING INVOLVES SIGNIFICANT RISK OF LOSS AND IS NOT SUITABLE FOR EVERYONE
AND THE RISK OF LOSS SHOULD BE CONSIDERED CAREFULLY BEFORE MAKING ANY TRADES. A
STOP LOSS MAY NOT LIMIT YOUR LOSS TO THE AMOUNT INTENDED. YOU SHOULD BE
FOREWARNED THAT SYSTEMS WHICH TRIGGER FREQUENT TRADING SIGNALS AS PART OF A DAY
TRADING STRATEGY CAN RESULT IN SUBSTANTIAL COMMISSIONS AND FEES. PAST
PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. ANY STATEMENT OF
FACTS HEREIN CONTAINED ARE DERIVED FROM SOURCES BELIEVED TO BE RELIABLE, BUT ARE
NOT GUARANTEED AS TO ACCURACY, NOR DO THEY PURPORT TO BE COMPLETE.

ANY REFERENCE TO PERFORMANCE IS INTENDED TO BE UNDERSTOOD AS STRICTLY
THEORETICAL.
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REGULATORY DISCLOSURES REGARDING HYPOTHETICAL RESULTS

HYPOTHETICAL PERFORMANCE RESULTS HAVE MANY INHERENT LIMITATIONS, SOME OF WHICH
ARE DESCRIBED BELOW. NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR IS
LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE SHOWN. IN FACT, THERE ARE
FREQUENTLY SHARP DIFFERENCES BETWEEN HYPOTHETICAL PERFORMANCE RESULTS AND
THE ACTUAL RESULTS SUBSEQUENTLY ACHIEVED BY ANY PARTICULAR TRADING PROGRAM.

ONE OF THE LIMITATIONS OF HYPOTHETICAL PERFORMANCE RESULTS IS THAT THEY ARE
GENERALLY PREPARED WITH THE BENEFIT OF HINDSIGHT. IN ADDITION, HYPOTHETICAL
TRADING DOES NOT INVOLVE FINANCIAL RISK, AND NO HYPOTHETICAL TRADING RECORD CAN
COMPLETELY ACCOUNT FOR THE IMPACT OF FINANCIAL RISK IN ACTUAL TRADING. FOR
EXAMPLE, THE ABILITY TO WITHSTAND LOSSES OR TO ADHERE TO A PARTICULAR TRADING
PROGRAM IN SPITE OF TRADING LOSSES ARE MATERIAL POINTS WHICH CAN ALSO ADVERSELY
AFFECT ACTUAL TRADING RESULTS. THERE ARE NUMEROUS OTHER FACTORS RELATED TO THE
MARKETS IN GENERAL OR TO THE IMPLEMENTATION OF ANY SPECIFIC TRADING PROGRAM
WHICH CANNOT BE FULLY ACCOUNTED FOR IN THE PREPARATION OF HYPOTHETICAL
PERFORMANCE RESULTS AND ALL OF WHICH CAN ADVERSELY AFFECT ACTUAL TRADING
RESULTS. PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. THE

RISK OF LOSS EXISTS IN FUTURES TRADING.

All traders should read the CFTC CONSUMER ALERTS and the "COMMISSION ADVISORY" on trading systems.
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