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Figure 1

Cumulative Returns Inventory Sorted Portfolios
Performance of Equally-weighted Portfolios 12/1990-12/2006
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Figures 2 and 3

Average Basis and Normalized Inventories
Monthly Data 1969/12-2006/12
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Prior 12-month Return and Normalized Inventories

Monthly Data 1969/12-2006/12
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Figure 4

Cumulative Performance High Basis and Prior Return Portfolios
Performance of Equally-weighted Portfolios 12/1990-12/2006
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Table 1: Correlation of Quarterly Returns 12/1990 -12/2006

Basis RS Combined Lehman SP500
EW Index 0.87 0.79 0.86 -0.24 0.04
Basis 0.85 0.95 -0.20 -0.04
Relative Strength 0.97 -0.08 -0.04
Combined -0.14 -0.04
Lehman Aggregate 0.02
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Table 2: Quarterly Inflation Correlations 12/1990 —12/2006

EW Index Basis RS Combined Lehman SP500
CPI 0.22 0.19 0.16 0.18 -0.17 -0.22
Lagged CPI 0.41 0.32 0.34 0.34 -0.14 -0.17
PPI 0.44 0.41 0.39 0.42 -0.15 -0.20
Lagged PPI 0.61 0.54 0.56 0.57 -0.19 -0.15
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Figure 5

Cumulative Return LS Basis and LS Relative Strength Portfolios
Performance of Equally-weighted Portfolios 12/1990-12/2006
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Table 3
Correlation of Long-Short Indices with EW Index and Barclays CTA Index

EW Index LS Basis LS RS LS Combination
LS Basis 0.14
LS Relative Strength 0.03 0.52
Combination LS Basis and RS 0.09 0.85 0.89
Barclays CTA -0.12 -0.03 0.01 -0.01
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