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Seventh Cycle of Seven-Year Shemittah Cycle

September 13 will complete the seventh cycle of aseven-year Shemittah cycle! in the 5775" year
of the Jewish calendar. Thelast cycle of seven sets of seven yearswas 1966. The acceleration of
the 26% drop in equities that year occurred as the Dow dropped through the 10% support that had
held for seven weeks. The 10-Y ear T-Notes rose from 4.6% to 5.5%.

Nine of the Shemittah cycles since 1900 have coincided with years when the Dow Industrials
declined by twenty percent or more in the second half of the Julian calendar year. Two more saw
hard breaks in thefirst half (37% in March 1938 and 17% in April 1980). Thisyear’s July 8" low
(4.8% from the high) should be watched closely. Support was evident around the 5% and 10%
levels from June through September in the years that did not crash.

The threshold for bad breaksin the second half of all Shemittah years has been 10%. Each break
beyond 10% went on to decline by 20% +. Buying December put optionsover the next month
with a strike price 10% below the year’s high would appear to be prudent insurance.

September through September of Shemittah Years

Nine instances saw prices decline by 20% or more into the second half the calendar year. /WW W

The catalyst for the decline was a break through the 10% threshold and 55-week moving average.
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Percientage decline from 30-week high into second half of calendar year.
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Shemittah Yearswith Uptrendsinto July

Seven of the sixteen Shemittah years since 1900 resulted in higher levels in the Dow into July-
September. This year is looking like it could become the eighth. Highs occurred 09/02/94,
08/24/87, 08/15/80, 08/07/59, 08/15/82, N/A 1945 and 08/24/24. Other than 1945, each went on
to generate adecline into the seasonal low of September-October, but only 1987 declined by more
than 10%. The 10% level held in 1987 for three weeks in September and then triggered a break
on October 12" for atotal decline of 40%.

A break of support (currently 17,712) after July 10" and the 55-week moving average (currently
17,566) would likely lead to a 10% decline (16,515). A violation of that would call for a move
below 15,000.

2015 1994 — high Sept 2

1987 — high Aug 24 1980 — high Aug 15
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1959 — high Aug 7 1952 — high Aug 15

1945 — early high June 29 1924 — high Aug 24

Although 1980 and 1994 failed to produce 20% declines in equities, they did see bear marketsin
the long end of the T-Bond market. This fits with our view that the Treasuries should drop to the
89-month moving average (108 on TLT) in the 12 to 18 month period following the upside
Exhaustion alerts in January when yields were 2.3%. The moving average provides a targeted
yield of 3.6% on the 30-year bonds, up another 50 bps from today’s 3.1%.
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1. The current Shemittah year began on Rosh Hashanah, September 25 2014, corresponding to
the Hebrew calendar year 5775. It is the seventh year of the seven-year agricultural cycle.
These 7x7 year cycles always repeat and this is the last Shemittah (49th year) of this current
cycle which ends at September 13, 2015. The next calendar period of 7 years starts with the
50th year, Jubilee on September 23, 2015.

The opinions in this report are solely those of the author. The information herein was obtained
from various sources, however we do not guarantee its accuracy or completeness. This research
report is prepared for general circulation and is circulated for general information only. It does not
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have regard to the specific investment objectives, financial situation and the particular needs
regarding the appropriateness of investing in any securities or investment strategies discussed or
recommended in this report and should understand that statements regarding future prospects may
not be realized.

Investors should note that income from such securities, if any, may fluctuate and that each
security’s price or value may rise or fal. Accordingly, investors may receive back less than
originally invested. Past performance is not necessarily a guide to future performance. Neither the
information nor any opinion expressed constitutes an offer to buy or sell any securities or futures
contracts. Foreign currency rates of exchange may adversely affect the value, price or income of
any security or related investment mentioned in thisreport. In addition, investorsin securities such
as ADRs, whose values are influenced by the currency of the underlying security, effectively
assume currency risk. Moreover, from time to time, members of the Institutional Advisors team
may be long or short positions discussed in our publications.

BOB HOYE, INSTITUTIONAL ADVISORS
EMAIL bobhoye@institutionaladvisor s.com
WEBSI TE www.institutional advisors.com
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