The next issue will be
published October 2.

» Recommended energy
stocks.
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* |truly think we are looking

at the best buying
opportunity in the metals
since the late 1990’s.
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MY SIX FAVORITE STOCKS
INA“TORN UP” MARKET

It’s coming to light that the recent drop in commodity prices was due to an
overconcentration of postions held by hedge fundsand similar money pools. |
havetalked about thisin recent online updates. Such concentrations combined
withthe dimination of long held trading stlandardslike“the uptick rule” areasure
formulafor volatility and mischief. Donald Coxeis someoneyou should pay
attention to. Check out this link to a recent article on the matter - http://
www.mineweb.com/mineweb/view/minewelyen/page670id=62319& s=Detall.
Mr. Coxe'srecent musingsareworth your time, and he saysit well.

Thereiscertainly somemonkey businessafoot. | haveno doubt that wewill see
more bear (and bull) raidsin thefuture, but artificial manipulation - bethat in
currencies, stocks, or commodities - have aways had atemporary effect on
price. If you canexploit thefear, you can take advantage of these events.

Asfor thedollar, onalong termbags, 80.00 should offer tiff overhead resistance.
Moreimportant isthat arecord post-bailout bill sale by Fannie Mae saw Asan
participation reduced by over two-thirds and Central Bank participation by over
hdf. Isthisanearly indication that our foreign friendsare not going to finance our
lifestyle any longer and seek better havensfor their U.S. dollar reserves?

Crude oil has dropped lower than the $108.00 | expected, but | like all of the
energy issuesonour list. Threecometo theforefront at thispoint intime. The
firstisApache (APA-NY SE-$108.84). Apache operatesinrdatively “safe”
areas, andthey are mastersat revitalizing old fieldsand maintaining reserves.
They held up better than | expected as crude broke through $100.00, but | am
dropping theAPA target to $90.00 where thereis significant technica support.

Second, incomeinvestors should consider Blackrock Global Energy (BGR-
NY SE-$24.87). | amdropping the downside buy priceto $26.00; and sinceit
istrading below that price, you should now look at $26.00 asamaximum price
to pay. If youwouldlikeadeeper price, shoot for something under $24.00 - but
don’t pay over $26.00. Theindicated yield isabout 6.7% at the current price.

My third choice in the energy sector isfor thosewilling to take alonger term
sand onamore speculative issuewithgreat growth promise. ItisHeadwaters
(HW-NY SE-$14.74). They areforging ahead with their clean coal and coal to
fuel technologies- not just inthelab, but inthefield aswell.

From atechnical perspective, Headwaters has avoided the weakness suffered
over thelast couple of monthsin the energy stocks. Headwatersis actually
about 25% higher than it waswhen the commodity market beganitscorrection
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thissummer. | amreingtating the* downside buy price” at $15.00, whichisthe maximumyou should pay. Don't chaseit
further thanthat. 1f you want to go for thisone on the cheap, there should be strong support at $12.00.

Again, | likeal of theenergy stocksonour list, and | have adjusted some of the buy pricesdown. You can seethe changes
on Page 3 of the Tuesday and Thursday updates. 1f the current priceisunder the listed downside buy price, look at it as
amaximumthat you should pay. Wewereableto buy ARC Energy (AETUN-TSX-C$22.33) at our price of C$25.85
recently. Along with Baytex, thisisan excellent Canadianenergy trust. Crescent Point (CPGUN-TSX-C$30.86), which
isaspeculative play on the Bakken Field, hit our buy price of C$30.20 on September 16.

Asfor gold - thedollar index will becoming back off, and | ook for it to revist itslowsduring thefirst quarter of next year.
That assumeswe cruise dong aswe have been and thereare no surprisesonthe political or military front to accelerate the
declineonceit begins. | truly think wearelooking at the best buying opportunity inthe metalssincethelate 1990's.

| have been updating and commenting on Simplicity onthe Tuesday and Thursday updates (which | hope you all access
regularly). Simplicity hit 7.03 on September 9. Asfar asl know, thisisthe highest reading ever. That meansthat mining
shareswere sdlling cheaper inrelation to bullionthan they ever have. They arestill screaming values. Don't sell gold.

If you have extrainvestment cash, don't hesitate to buy gold and energy here. Thiswould beabuying opportunity, evenin
abear market. If you arealready loaded up ongold, hang on. Theworst isbehind us, and there arebrighter skiesahead.
Concentrate onthemgjors. | will discussthejuniorsinthe October monthly letter. Thefollowing aremy current favorites
in the precious metals sector, but those onthelist that are not onahold rating are purchase candidates.

My top goldfavoritetoday isGoldcor p (GG-NY SE-$27.56). Technicaly, it hasacted far better thanthesector at large.
| am dropping the downside buy price to $30.00. Thereis some resistance at $25.00, but | expect Goldcorp to be
exceptiondly strong onthe up sdewhen the next raly springsto life.

My second income pick is Gabelli Global Gold (GGN-NY SE-$19.90). | am dropping the downside buy priceto
$21.00. Onthedownside, anything under $19.00isaraging buy ... but limit new purchasesto $21.00 or less.

My third gold favoriteisK inross (KGC-NY SE-$13.34). | am dropping the downside price (maximum you should pay)
t0 $14.00; but if you can buy Kinross at $12.00 or better, | think you will be very pleased come next year.

Yamana (AUY-NY SE-$8.56) isatough alternate for third choice, and it bears special mention. | have dropped the
downside buy priceto $9.00, but thereisagood chanceyou can pick thisup under $8.00 before the next move begins.

You will be seeing morefinancia ingtitutions succumbing to debt problems; and asthe onion gets peded back, more“rot”
will be exposed. Thereisa$50-$60 billion bill inthe worksthat Congresswill no doubt pass soon. Themoney will be
directed at restoring thenation’sinfrastructure. Thisisabetter way to gimulatethan fighting wars; and if administered well,
thismay be the beginning of someprogramsthat will truly soften theblow of the current recesson. Interestingly enough,
if thegovernment beginsto focuson infrastructure spending, theU.S. will step inasamajor world competitor for essential
raw materialslike steel and concrete, plus the energy needs which go along with all of that. 1f this move abates the
recession, improved domestic economic activity will put further pressures on commodities already in short supply globally.

Thepopular averageslook weak until mid to late October wherewe might see somebasing in preparation for ayear-end
raly. Thisisacyclical outlook, though, and it does not addresspricelevels. The averageswill sooner seetheir 2002 lows
beforetheir 2007 highs. The Fed held rates steady thismonth, but they may well drop interest ratesat the October 28-29
FOMC meeting asthe recent declinein commodity pricesfiltersthroughto the PPI. The Fed will point to thisand claim
that inflationisunder control. However, aslong asinterest ratesremain lower thanthetruerate of inflation (11% +),
inflationary pressureswill only increase. Onalonger termbasis, low interest ratesare bullish for commodities. You should
invest accordingly.



