LEHMAN BROTHERS TECHNICAL STRATEGY

Intermediate Term Barometer: Jeffrey S. deGraaf, CMT, CFA January 3, 2007
Conditional Elements: Vv " he instinci 40 bedi . eaned and in classi
Trend Bearish T Bullish With every January comes the instinctive need to begin anew, with slate cleaned and in classic
| 0% et ulish_| western fashion we do not atone for the sins of the past year, but instead fool ourselves into
¥ thinking that we shall somehow overcome those obstacles that have stood in our way of self-
Liquidity [ Bear ¥ P~ I improvement in years past. The easiest resolution to keep in any new year is the resolution not to
d arish __Neutral - change, but where is the fun in that? Even attempted self-improvement that fails is a nobler
¥ endeavor than following the inertia of ones own dust cloud from the year past. For personal self-
Sentiment - : - improvement we can provide little guidance, as that comes from within, but on an investment
| Bearish  weutrs  Bullish | level here is a list of 7 resolutions (reminders) we will be following as '07 progresses.
v
: - , T , 1) The real money lies within the trend.
Price Proximi . L .
v [_Bearish L Bullish | 2) Mean-reverting moves within trend are the counter-balance between expectations and
reality.
N7 3) Spikes in volume and momentum often signify when the disparity between expectations
. T and reality (sentiment) are near their apex.
Momentum: i i . S . . . .
|_Bearish _ wewss  Bultish | 4) Divergences are not timing indications, but conditional circumstances. Used in isolation,
they will take your money faster than a round of 3-card-monte on 47" St.
5) Conviction and Stubbornness are identical twins distinguishable only by their outcomes.
6) The profitability of an idea is often inversely related to its conviction level.
7) Risk is in the balance sheet, not the income statement.
Industry Group Technical Rankings . ) .
y P g After the Holidays, | also resolve not to serve any more dinners on dishes that need to be hand-
Alt Strtc_)nggst _ ’ EIWte?‘kfsét — washed for 2007! Next week we will be publishing our favorite names for 2007 when the rest of
ernative carriers eavy electrical equipmen H H
Tires & Rubber Al Freight & Logistics the world has returned to their battle stations.
Fertilizers & Agricultural Chemicals Hypermarkets & Super Centers
Casinos & Gaming Coal & Consumable Fuels
Integrated Teleqommunlcatlon Computer & Electronics Retail
Services
Near Term Summary: Team Technical
y: Jeffrey S. deGraaf, CMT, CFA - John Kolovos, CMT —
MNDXE S&P 500 Chief Technical Analyst - 212 526 2337 Technical Analyst — 212 526 2238
Trend J Trend L Gerald F. Hendricks, CMT - ~ Craig S. Peskin
Momeshum ¢ Momeshum r Technical Analyst — 212 526 9423 . Technical Analyst — 212 526 3350
Research Coordinator —
OB/05 Mewiral OB/05 Oversold 212-526-4691

Lehman Brothers does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may have a conflict of interest that could affect
the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.

PLEASE TURN TO THE LAST PAGE FOR ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES.
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Dow Jones Transportaion Index (4,585.78, 4,605.36, 4,553.79, 4,659.05. -27.1602)

Stochastic Oscillator
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Technical Ranking
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TECHNICAL MATRIX

S&P'SUPERCOMPOSITE SECTORS
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Lehman Brothers Technical Analysis Department
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Analyst Certification: |, Jeffrey deGraaf, hereby certify (1) that the views expressed in this research report accurately reflect my personal views about any or all of the subject securities or issuers referred fo in this report and (2) no part of my
compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this report.

Important Disclosures:
The analysts responsible for preparing this report have received compensation based upon various factors including the Firm’s total revenues, a portion of which is generated by investment banking activities.
Please note that the technical recommendations and ratings within this report in no way relate to the fundamental ratings applied to the stocks by Lehman Brothers equity research analysts.

o Members of the technical research team monitor and regularly trade the constituents of the CRB index, currencies, fixed income securifies and stock indices.

FOR CURRENT IMPORTANT DISCLOSURES REGARDING COMPANIES THAT ARE THE SUBJECT OF THIS RESEARCH REPORT, PLEASE SEND A WRITTEN REQUEST TO:
Lehman Brothers Control Room, 745 Seventh Avenue, 19th floor, New York, NY 10019
or refer fo the firm's disclosure website at www.lehman.com/disclosures

This material has been prepared and /or issued by Lehman Brothers Inc., member SIPC, and /or one of ifs affiliates ("Lehman Brothers") and has been approved by Lehman Brothers Intemational (Europe), authorized and regulated by the Financial
Services Authority, in connection with ifs distribution in the European Economic Area. This material is distributed in Jupan by Lehman Brothers Japan Inc., and in Hong Kong by Lehman Brothers Asia Limited. This material is distributed in Australia by
Lehman Brothers Australia Pty Limited, and in Singapore by Lehman Brothers Inc., Singapore Branch ("LBIS"). Where this material is distributed by LBIS, please note that it is intended for general circulation only and the recommendations contained
herein does not take info account the specific investment objectives, financial situation or particular needs of any parficular person. An investor should consult his Lehman Brothers” representative regarding the suitability of the product and take info
account his specific investment objectives, financial situation or particular needs before he makes a commitment to purchase the investment product. This material is distributed in Korea by Lehman Brothers Infemational (Europe) Seoul Branch. This
document is for information purposes only and it should not be regarded as an offer fo sell or as a solicitation of an offer to buy the securifies or other instruments mentioned in it. No part of this document may be reproduced in any manner without the
written permission of Lehman Brothers. With the exception of disclosures relating o Lehman Brothers, this research report is based on current public information that Lehman Brothers considers reliable, but we make no representation that it is accurate
or complete, and it should not be relied on as such. In the case of any disclosure to the effect that Lehman Brothers Inc. or its affiliates beneficially own 1% or more of any class of common equity securities of the subject company, the computation of
beneficial ownership of securities is based upon the methodology used to compute ownership under Section 13(d) of the United States' Securities Exchange Act of 1934. In the case of any disclosure to the effect that Lehman Brothers Inc. and /o its
ffiliates hold a short position of at least 1% of the outstanding share capital of a particular company, such disclosure relates solely to the ordinary share capital of the company. Accordingly, while such calculation represents Lehman Brothers holdings
net of any long position in the ordinary share capital of the company, such calculation excludes any rights or obligations that Lehman Brothers may otherwise have, or which may accrue in the future, with respect to such ordinary share capital. Similarly
such calculation does not include any shares held or owned by Lehman Brothers where such shares are held under a wider agreement or arrangement (be it with a client or a counterparty) concerning the shares of such company (e.g. prime broking
and /or stock lending activity). Any such disclosure represents the position of Lehman Brothers as of the lust business day of the calendar month preceding the date of this report.

This material is provided with the understanding that Lehman Brothers is not acting in a fiduciary capacity. Opinions expressed herein reflect the opinion of Lehman Brothers and are subject fo change without notice. The products mentioned in this
document may not be eligible for sale in some states or countries, and they may not be suitable for all types of investors. If an investor has any doubts about product suitability, he should consult his Lehman Brothers representative. The value of and
the income produced by products may fluctuate, so that an investor may get back less than he invested. Value and income may be adversely affected by exchange rates, interest rates, or other factors. Past performance is not necessarily indicative of
future resulfs. If a product is income producing, part of the capital invested may be used to pay that income. © 2007 Lehman Brothers. All rights reserved. Additional information is available on request. Please contact a Lehman Brothers entity in your
home jurisdiction.

Lehman Brothers policy for managing conflicts of inferest in connection with investment research is available o www.lehman.com /researchconflictspolicy. Ratings, earnings per share forecasts and price targets contained in the Firm's equity research
reports covering U.S. companies are available at www.lehman.com /disclosures.

Complete disclosure information on companies covered by Lehman Brothers Equity Research is available at www.lehman.com /disclosures.
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