PHIL ERLANGER
INSTITUTIONAL RESEARCH ™

(C) 2000 Phil Erlanger Research Co., Inc. All Rights Reserved P.O. Box 2680, Acton, MA 01720 978-263-2536

Micron Technology:

A Case Study

Reader s should not assumethat present or future recommendations will be profitable or will equal past performance or
that any chart, theory or philosophy can guarantee profitsin the stock market. Recommendations based on technical
analysisare primarily suited for thetrader and may differ from fundamental opinions. The material is based on data
obtained from sour ces believed to beréliable but cannot be guaranteed. This handout does not constitute an offer nor
solicitation to buy or sell any of the securities mentioned herein. Phil Erlanger Research Co., Inc. , its employees,
officersor affiliated companies may, in some instances, hold securities mentioned within.
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Short Interest Intensity is a normalized evaluation of a stock's current Erlanger Short
Interest Ratio relative to its historical range of ratios. For example, in the above chart, Micron
Technology sports a current ratio of 5.26, close to its high of 5.37 set seven months earlier.
The low short ratio was set twenty months ago with a reading of 1.90. The Erlanger Short
Intensity measure is calculated by establishing the percentage that the current ratio (5.26) is
within the historical range of ratios (1.90 to 5.37), or (5.26 - 1.90)/(5.37 - 1.90) which equals
97%. An Intensity measure of 100% would reflect a new high in short selling, while 0%
indicates a new low in short selling. Short selling intensity above 70% is considered heavy,
below 30% is light. In the above example, a short intensity of 97% suggests heavy short
selling. Because this is a normalized number, it can be compared to the Erlanger Short Inten-
sity measures of other stocks.
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ERLANGER TECHNICAL RANKING
Quantitative Recognition Of Relative Strength Patterns
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Power Rank - Excess Return (Annualized)
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TECHNICAL RANK

Erlanger Type Classifications

SHORT INTENSITY

Heavy Shorting Light Shorting
100% 90% 70% 60% 50% 40% 30% 20% 10%
100%
Type 1 (Buy) Type 2 (Hold)
& 90% RECOGNIZED
s STRENGTH
Tech Rank >70%, SI > 50%, SIR > 1.5 Days-to-Cover Tech >70%, SI < 30%, SIR <4
80% /
30%
Type 3 (Sell) Type 4 (Short)
§ 20% SHORTS ARE RIGHT LONG
= SQUEEZE
10% Tech Rank < 40%, SI > 50%, SIR > 1.5 Days-to-Cover Tech <40%, SI<30%, SIR<4

One of the challenges of quantifying our analysis has been to make the numerical representation equivalent to
what we have experienced in charting. Additionally, we sought to make the enhancements as useful as
possible. These two goals lead us to the development of our stock types system of classification. The different
types reflect the relationship between the Short Intensity Ranking and the Technical Ranking.

TyrE 1 Buy RECOMMENDATION

TYPE 2 RECOGNIZED STRENGTH | HoOLD RECOMMENDATION
TyPE 3 SHORTS ARE RIGHT SELL RECOMMENDATION
TYPE 4 LONG SQUEEZE SHORT RECOMMENDATION
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