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STOCK MARKET AT LARGE

“We'rein avery confusing atmosphere. Peopledidn’t really know
what to make of a 300-point rally in the Dow the other day, but
my main message was that 300-point rallies from the Dow don’t
happen in bull markets. In fact, they never happened in the bull
mar ket from October ’ 02 to October ' 07, but it has happened 6
times in this bear market, and it happened 12 times in the last
bear market. You don’'t get moves like that in bull markets. As
Rich Bernstein hassaid time and again, ‘ Thisisthe hallmark of a
recession and a hallmark of a bear market.”

14 August 2008 David A. Rosenberg

Thereisno doubt in my mind that we areinabear market, and the Situationis
going to get worseeconomicaly. Thepopular averagesare at least going to visit
their 2002 lows. That putsthe Dow Industrids back to 7,000 and the S& P 500
back to 800. Earlier this summer when the averages were breaking below their
January and Marchlows, | advised that we would see the current summer raly
unfold. | also advised that you should use thestrength to liquidate stocks. The
only exceptionisany stock that isadvantaged by higher commodity prices.

September and October are normally very difficult monthsfor the averages. |
don’t remember ever making any decent money in financial assets during
September, and October isoften the coup de grace. Past massacreswereall
during October; and with the problems| seelooming inthe credit markets, this
October could beadoozy. There may bealittlemoreup sde here, but it would
be best to not wait too long before taking appropriate defensive action.

What isthe big deal? The dollar isstrong - and won'’t the government solveall
of these problems? | don't believethat the government isbeing totally honest
about the extent of the“problems.” Perhaps they smply want to deny what is
apparent. The credit problems are much deeper than the mediaiswilling to
discuss, but there are some honest folksout there. Bennet Sedacca, in apiece
published by John Mauldin’s Outside the Box on August 25, alluded to the
Treasury as peeling back the onioninterms of Fanny and Freddy. Each layer
reveas something worse, and he suspectsthereisahornet’snest in the center.

Themain problemfacing theeconomy at thispoint isavailability of credit. Asthe
banking mess unfolds and loans continueto default, the banks, in effect have
nothingtolend. Thehousingproblemisobvious. What might not beso obvious
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to theaverageinvestor arethe problemswith credit card debt, auto loans, and other consumer obligations. Thewell
isrunning dry. Regardless of how low interest ratesare, it doesn’t help the economy if you are required to have 100%
compensating balancesto get aloan. No credit certainly meansno economic growth.

Corporate earningsare going to suffer, and the S& P500is sporting aP/E of 25. That issmply absurd whenweare
facing worsening credit problems on the horizon. How bad canit get? Inthe 1970'safter the market imploded, |
remember abrokeragefirm executivetelling methat | would never see P/IE’sover 10again. Well, hewaswrong, just
asthosethinkingwewill not againrevisit the sub P/E 10 level againarealso wrong. Themarket cycles. Itisnot linear.

| expect the Dow Industrid Averagewill revigt its 2002 low of 7,000 and the S& P 500 will see 800 inthisbear cycle.
| don’t know how long it will takefor that to unfold; but with apossblestal at aDow at 10,000, we areinadown
trend that hasawaysto go. It isaso of import that intermsof time, thelargest portion of any movetakestheleast
amount of time. Themarket spendsalot of timegtaling out and basing. Theactuad movesareusudly fairly short-lived,
but they are also very dynamic. The point isthat thelosing periodsare quick and sharp, punctuated by extended
phases of consolidation. The Dow and S& P 500 have another 35% to 40% decline ahead of them.

The 1970 sareagood modd for what we will seeahead. The only defensethe government; i.e., the Treasury/Fed has
istoinflate. With credit introuble, they may not havethe sametoolsavailable asinthe past. Therecent widening of the
discount window has been of some help, but it has only ssemmed the bleeding. Bailing out problemingtitutionsisnot
actually getting money out whereit needsto bein order to simulate consumer demand.

Another tool at the Fed'sdisposd is* open market policy” whichalowsthemto buy all the Treasury paper that canbe
printed ... andthey will do soif necessary. Thisallowsthe Treasury to borrow to afare-thee-well, and the Fed can
step inand accommodate if our foreign friends (creditors) get shy.

A thirdtool isto adjust required bank reserverequirements. Under the circumstances, if the banks wereforced to
show their so-called “off balance sheet” items, they would not show any net reservesat all. 1f theaccounting was
trangparent, you would seethat the banks are essentially broke. Thereserve requirement strategy ismoot. A fourth
unadvertised tool at the Fed'sdisposal isvarying how gtrict theexaminersare. Leniency isthe only optionat this point.

Therub hereisthat if dl were onthe up and up, wewould be talking $100 trillion - maybe more- inobligationswith
no backing. Hencethe problemwith peeling back the onion. Thelayersrun deep, and each one covers something
morerottenthanthelast. Itishard for me, giventhe circumstances, to accept that weare going to seethisrecesson
endinrecord time. It may, indeed, continuefor recordtime. Inthe process, thedollar will becomeweaker, aswill our
influence (power) intheworld. Theempireiscresting, asthey al do eventualy.

| expect that at some point —some yearsfromnow - the dollar will become so weak and disrespected that anew dollar
will becreated. 1t may haveto be gold backed by thenjust to regain credibility. The U.S. currency hasbeen through
thisbefore, and the cycle will continue between flat money and hard money.

Takealook at the ProFunds Short S& PS00ETF (SH-AMEX-$68.38). Buying thisETFwill put you short the S& P
500 without leverage. It isalittletame perhaps. At any rate, buy at $65.00 or better with astop at $61.00.

| have been discussing the progression of the Smplicity model recently inthe onlineupdates, and | have been discussing
the prospectsfor atest of the $780-$800 level basis December gold adong withasecond signal set up fromMACD.
Thisprocessseemsto be underway. | will continueto follow up onthisinthe updates. Thetumblersfor amega-low
in metasand the commodity market at largeisfalling into place, abeit dower than | expected.
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You should have precious meta positionsat thispoint. Goldismoney, and | think we arelooking at the formation here
of themother of al buying opportunities. | know that folksliketo think like astraight edge, but you haveto give up
linear thinking. Gold hasbeen correcting sincetopping out in March at $1,040/0z. Theideain everyone' smind back
when| waswarning against chasing priceswasthat it wasgoing to move higher forever. Thethinking now isthat it will
fall forever. 1t will not. It istimeto beanticipating abottominthiscorrection. Hold your gold; and if you have extra
cashfromliquidating financia/paper based positions, buy more.

| like Goldcorp (GG-NY SE-$30.05), and it isabuy up to $36.00. Thereisgood support at $30.00, but also major
multi-year, long term support at $25.00. Buying thereisalong shot; but personally, | amnot worried about whet | hold
and | will certainly add at that level. |f you areloaded up on Goldcorp, any of the recommendations on Page 6 not on
aholdrating are buysupto their regpective downside buy price. Remember to diversify and balanceyour portfolios.

What about slver? | likedlver. Silver will do well, dongwithgold. However, | have dwaysbeenoneto gotothe
heart of the matter. | like gold better. Thereisalot written about the gold/silver ratio, which currently isabout 60.
There have beentimesinyearspast that theratio hasbeen 16 or lower. Thishasprompted someanayststo recommend
slver over gold. There may be some apped intheargument, but | wouldn't buy silver thinking the ratio will fall to 16
any timesoon. It may fal to 50. That would equate to $16.00 silver if gold stood till.

Thefact is, goldisnot going to stand till. 1t isgoing significantly higher, and so issilver and therest of the commodity
complex. | see$25.00 silver inthe future, but theindustrial aspects of silver may be onereasonthat it will holdto a
gold/silver ratio of 50 to 60inthe future.

Buy silver, by dl means, but not becausetheratiois60. Buy it asadiversficationto gold ... but concentrate on gold.
My favorite slver company isstill Silver Wheaton (SLW-NY SE-$10.17). It isnow abuy up to $12.00.

| continue to recommend that new purchases be directed principally at the major producers. Thejuniorsareworth
holding, but | think they will lag the mgjors until we see new highsingold. | have my eye onthem, to be sure, but the
best bet at thisjunctureisthe mgjor producers.

Some of you may beinterested in buying some coinsat thisjuncture, and it isagreat timeto do so. | amnot an expert
inrarecoins, 0 | will leavethat to othersmorequalified. My persond preferenceisbullion coinslike South African
Krugerrands and thelike. One of our subscribersforwarded aninteresting story from Bloomberg relating that Rand
Refinery, Ltd. (theworld'slargest gold refinery) ran out of South African Krugerrandsafter an unusually large order
fromabuyer in Switzerland. Thearticleaso saidthat the U.S. Mint suspended sales of one ounce American Eagle
gold coins. Other suppliersaround the globe are reporting smilar shortages.
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Apparently not everyoneisametalsbear thesedays. | can't
DJ AIG Commodity Futures Index - Weekly | regly giveyouarecommendation asto sellersof coins, but

- : you should dedl with companiesthat have beeninthebusness
A for along time, shop prices, and take delivery of your coins.
It isvery important that you store your own coins.
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has produced the intervening signal that setsup the more
important second sell signal. Seethechart onPage3. The
process hasbeen dower thanthedollar bearswould like, but it istherenevertheless. Thereisalso obviousnegative
divergenceinRSI and MACD at thispoint. Bottomline, asignificant sell sgnal isforming inthe Dollar Index.
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Thedollar may be manipulated abit higher here short term, but thisisnot aplaceto be optimistic about itsfuture. As
thedollar curls over, the commodity complex will revive. | am seeing thesame RSl and MACD formations, athough
inverse and positive in the metals and energy sectors. Gold and silver should be approaching their March highsby
year'send, at thevery least.

OntheAugust 21 online update, | recommended pilot positionsin CurrencySharesEuro Trust ETF' s (FXE-
NY SE-$145.16). Our suggestion wasto pick up aninitial position under $150.00, and then buy moreat $145.00 or
better. However, intheAugust 26 onlineupdate, | adjusted thisdownsidetarget to $135.00 wherethe next mgjor level
of support is. Thereisachart onPage 3. Althoughthereisasmal dividend and the paymentsaremonthly, the postion
ismeant asadiversification and insurance hedge againgt awesker dollar. |f the $135.00 figureendsup being too low,
| have some additional counter-dollar ideasthat are not opportunejust yet. | will have more onthem later.

The commodity market is<till inabull phase, regardless of what the mediaand linear thinkersaretrying to shove down
your throat. The DJAIG Commodity Futuresndex has pulled back inthiscorrection, but it givesyou abig picture of
what ishappening. There should be mgor support now at 170.00.

The Pimco Commodity Real Return Strategy Fund (PCRAX-$16.08) mirrors thisindex and pays a bit of a
dividend aswell. Inthelast 12 months, wegot $1.0672 per share, which isadecent 6.27% on our listed downside
buy priceof $17.00. Thefundissdling below that and qualifiesfor purchase.

The“srategy” isthat Pimco buysfuturescontractsto mimic the DJAIG Commodity Index, but it paysfor theminfull.
Thequirk isthat in futurestrading, you actually only have to put up what | liketo call earnest money to back the
contract. You are allowed to use certain interest-bearing government securitiesfor thispurpose. With leveragetaken
out of the picture, the leveragerisk you encounter intypical commodity trading iseliminated. You get acommodity
positionwithayield. Buysunder $17.00 are recommended. If you want to go deeper, watch the commodity index
and buy if theindex hits 170.00. Follow theindex at bigcharts.com and use the arcane symbol 26099104. You should
review thevarious classes of sharesto find what fitsyour individua Situation best, but thiswill bealong termbold. If
you don't need the dividend income, | recommend that you havethe distributions and dividends reinvested.

Energy — TheHurricane Gustav panic haspassed, and the sdllershave hit the market dumping their long hedges. This
pushed pricesabit under my long held downside expectation of $108.00/barrel. Theremay bemorein store fromthe
weatherman, and the essentia fundamentals remain balanced infavor of higher prices. Maor exporting nationsaredl
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suffering declining production problemswhileAsais continuing on agrowth path that will eclipse softnessin demand
fromtheWest. QOil at $100.00 isabargain, and | don’'t think OPEC will stand for it, regardless of their rhetoric and
declining production.. It istimefor the next bull legto get under way inenergy.

What to buy? If | had to pick one, it would be Blackrock Global Energy (BGR-NY SE-$28.98). Itissdlingjust
under our downside buy price of $30.00. | amtaking Apache Corp. (APA-NY SE-$107.48) off itshold rating and
amre-establishing adownside buy price at $95.00. | also seethat Baytex (BTE-NY SE-$27.81) hasbeen trading
under our buy price of $30.00 of late.

We recently added Crescent Point Energy (CPGUN-TSX-C$35.34) toour list. | would keep buy ordersat our
downsidebuy priceof C$30.20. Thisisaplay for the Bakken Field, whichwe discussed intheAugust monthly letter.

Thereareseverd other energy issuesonthelist that still have hold ratings. | can't justify changing themasyet. Among
those with hold ratings are the refiners Valero (VLO-NY SE-34.77) and Frontier (FTO-NY SE-$19.00). Their
stock priceshaveimproved lately, but | think there are better placesfor new energy investment. At thispoint, I'm
recommending Apachefor growth and Blackrock for income.

Thereisawaysthe question of what to do with cash. Thebiggest mistakeischasing yield. You should be cautious
about money market funds, especidly intoday’scredit environment. | recommend that you keep liquidity in T-bills, at
least somefor safety reasons. You are not going to beat inflation in any interest-bearing investment denominated in
U.S. dollars, and thereis no easy way around this.

If you are holding money in amoney market fund, bewary if theratethey are paying ismuch over the T-bill rate. The
last 3-month T-bills | bought yielded somewhat over 1.70%. If your money market isyielding much over that, move
the money somewhereelse. Theonly way to generate high yieldsisto hold risky paper. Go to treasurydirect.gov and
openan account. You will thenbe able to shuttle money fromyour local bank account into government billsand pay no
commission. Sinceyour account will beat theU.S. Treasury, you needn’t worry about safety.

Do watchyour limitsif you arebuying CD’s. The FDIC put 117 banksonthetroubled list, but they aren’t sayingwhich
banksareinthelist. Accordingto Mr. Sedacca (mentioned on Page 1), some of the more problematic are Zion's
Bancorp, KeyCorp, Fifth Third Bank, Washington Mutua, Regions Financial, National City, GMAC, Ford Motor
Credit, Wachovia, and CitiGroup. Helistsas*"not quiteasbad but limping” Citi, Sun Trust, Legg Mason, Capita One,
Net Life, Merrill Lynch, Morgan Stanley, and Prudential. Thisisnot meant to beacomprehensivelist, but theseare
suspect. Thisissmply aword to thewise - | would not want to hold CD’sissued by any of them.

Regardless of theissuing ingtitution, beaware of your FDICinsurancelimits. 1t isagood ideato discussthiswith your
broker or banker, but typicaly individuals have a coverage of $100,000 per ingtitution including interest. That means
if you put $100,000 into a CD and the bank fails, you will not get any of theinterest back. 1f you put in $95,000 and
thebank fails, you will get your $95,000 back aswell astheinterest accrued up to atotal of $100,000. The “insured”
limit for some retirement accountsis $250,000, but you should go over these detailswith your broker.

Asfal comesal too early for me, it istimeto remainrationd inthemarkets. Sometimeswhenmgjor correctionscome
along - asweare experiencing in the commodity complex - it isdifficult to avoid the noiseand till hear redity. Redlity
isthat theU.S. dollar hasbeendedlining for 95 years; and unless something changes, it will continueto do so. Meanwhile,
the population of Asahasgrown to 3 billion people, andit’sstill growing. TheU.S. isexpanding by the equivaent of
onenew Chicago ayear. Therest of theworld populationisaso growing. Inanutshell, thesupply of energy and other
raw materialsisdeclining whiledemand isincreasing. AsJmmy Rogerswould say, “it’sabull market.”
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Recommended Stocks For Buy And Hold

Note You can get quoteson Canadian socksin Canadian dollarsby using the symbolswe havelised at www.bigchartscom. Thus, if you want a
quotefor Peyto Ener gy, gotowww.bigcharts.com and typein CA:PEYUN. You can approximatethepricein U.S. dollar sby multiplying theCanadian
dollar quoteby 1.01. You should buy at or below the posted downsidebuy price. Thedownsidebuy pricedoes not imply that thislevel will necessarily
be reached, but that thisisthe maximum price we recommend that you pay for theissue. Changessince our last posting arein bold Ietters.

Company Symbol Exchange  Initial Recom. Price Downside Div Target-T Web Site
Dateand  Price 9/03/08 Buy Price  9/03/08 Stop-S

Uus. $
Agnico-Eagle AEM NY SE 1/10/2007 36.00 52.40 60.00 0.34% agnico-eagle.com
Alliance Res ARLP oTC 9/29/2004 27.98 42.15 39.85 6.06% arlp.com
ApacheCorp APA NY SE 3/5/2007  68.00 107.48 95.00 0.57% apachecorp.com
Baker Hughes BHI NYSE 2/5/2008  64.63 74.17 70.50 0.81% bakerhughes.com
Baytex Energy BTE NYSE 5/18/2004 9.00 27.81 30.00 10.05% www.baytex.ab.ca
Blackrock BGR NYSE 8/3/2005  25.99 28.98 30.00 5.18% blackrock.com
Centra Fnd. Of Can. CEF AMEX 8/8/2008  11.98 10.11 12.05 0.10% centralfund.com
CurrShrs. EruoETF FXE NY SE 8/22/2008 14857 145.16 135.00 3.80% currencyshares.com
Fording Coal FDG NYSE 11/16/2004 22.74 87.45 HOLD 11.44%  S=70, T=95 fording.ca
Frontline Ltd. (1) FRO NYSE 1/4/2007  31.00 53.18 49.50 4.81% frontline.om
Frontier Qil FTO NY SE 8/3/2005  14.38 19.00 HOLD 1.31% frontieroil.com
Gabelli Glb. Gld. GGN AMEX 1/3/2005  22.10 2352 28.00 7.15% gabelli.com
Goldcorp GG NY SE 7/24/2008 40.00 30.05 36.00 0.59% goldcorp.com
Headwaters HW NY SE 3/10/2006 36.30 14.82 HOLD na S=8.95 headwaters.com
Kinder Morgan LP KMP NY SE 6/8/2007  52.50 56.49 HOLD 6.99% S=48.40 kindermorgan.com
Kinross Gold (2) KGC NYSE 6/6/2002  2.39 14.71 18.00 0.54% kinross.com
Kinross Gold KGC NY SE 1/4/2007  11.00 14.71 18.00 0.54% kinross.com
Mkt. Vectors, ETF  GDX AMEX 9/11/2006 37.00 3357 40.00 8.79% n/a
Pimco Com. Fund PCRAX 3/2/2005  13.97 16.08 17.00 6.63% pimcofunds.com
ProFnd Short S& P SH AMEX Buy at 65.00 68.38 65.00 1.16% S=61.00 pimcofunds.com
Schlumberger SB NYSE 1/18/2008 75.00 88.65 80.75 0.95% nat.bom
Ship Finance (3) SFL NYSE 3/6/2007  0.00##  27.26 HOLD 8.17% www.shipfinance.org
Silver Standard SSRI oTC 1/4/2007  30.00 21.79 28.00 na silverstandard.com
Silver Wheaton SLw NY SE 3/10/2006 8.40 10.17 12.00 na silverwheaton.com
Spdr Gold Trust GLD NYSE 9/11/2006 58.85 78.89 83.00 na n/a
TIPS iShares ETF TIP NYSE 5/28/2008 106.00 105.31 106.00 9.30% n/a
Transocean (4) RIG NY SE 1/4/2007  75.00 12212 120.00 na deepwater.com
Yamana AUY NYSE 4/14/2005 2.90 9.67 12.50 1.23% yamana.com
Vdero VLO NYSE 4/26/2005 36.63 34.77 HOLD 1.72% valero.com

Canadian Dollars
Altius Minerals CAALS TSX 8/9/2007  17.88 6.39 HOLD na altiusminerals.com
ARC Energy CA:AET.UN TSX Buy at 25.85 28.28 25.85 12.20% arcresources.com
Crescent Point En. CA:CPG.UN TSX Buy at 30.20 35.34 30.20 1.77% crescentpointenergy.com
Peyto Energy CAPEY.UN TSX 7/18/2003 8.75 16.17 HOLD 11.08% peyto.com
Silvercorp Metals CA:SVM TSX 1/21/2008 8.00 3.62 8.00 0.51% silvercorp.ca

(1) Frontline dividend based on regular payment of $0.625 per quarter. Extras have been paid, bringing the dividend on the past 12 months' payments to
13.38%. (2) On 2/27/07, Kinross acquired by exchange for Bema, originally purchased at $1.06 on 6/6/02. (3) Ship Finance Intl. was acquired as a spinoff
from Frontline on 3/6/07. (4) Transocean merged with Global Santa Fe on 11/27/07, receiving .6996 shares in the new Transocean plus $33.03 in cash.

Buy And Hold Junior Gold & Silver Stocks - The Option Alternative

Company Symbol Exchange  Initial Recom. Price Downside  Div Target-T/  Web Site
Dateand  Price 9/03/08 Buy Price Stop-S

Us. $
Coeur d' Alene CDE NY SE 9/2/2003 3.19 1.80 3.35 n‘a coeur.com
Endeavor Silver EXK AMEX 7/26/2007 4.60 2.00 3.00 n‘a edrsilver.com
Great Basin Gold GBN AMEX 12/21/2007 2.45 214 3.25 n‘a greatbasingold.com
Nova Gold NG AMEX 2/29/2008 11.50 5.86 HOLD n‘a novagold.com
Taseko Mines TGB AMEX 7/24/2006 2.40 2.68 450 n‘a tasekomines.com
US Gold Corp UXG AMEX 9/9/2005 1.70 1.28 HOLD na usgold.com

Canadian Dollars
Everton Res. CA:EVR TSX 1/4/2007 1.30 0.19 HOLD n‘a evertonresources.com
Golden Valley CA:Gzz TSX 2/20/2007 0.50 0.24 HOLD na goldenvalleymines.com
Laramide Res. CA.LAM TSX 3/16/2006 5.20 2.64 HOLD n‘a laramide.com
Mega Uranium CA:MGA TSX 5/1/2007 6.75 1.36 3.00 na megauranium.com
UTS Energy CA:UTS TSX 5/15/2006  6.50 3.76 HOLD na uts.ca
Minera Andes CA:MAI TSX 9/11/2006 1.20 1.04 1.20 n‘a minandes.com

C$ Denotes Canadian dollar. Quotes for Canadian stocks can be obtained on the U.S. OTC Bulletin Board (pink sheets) with the following symbols. 1
want to caution you, however, that OTCBB quotes are not dways current. They can be aday or more old at times. 'Y ou should take the quote in Canadian
dollars (as described above) times .99 to see if the OTC quote looks correct. Y ou can access these OTCBB quotes by using www.barchart.com.
Peyto Energy-PEYUF  LaramideLMRXF UTS Energy-UEYCF  Minera Andes - MNEAF

Target-T A priceinthiscolumn preceded by “ T” representsthepriceat which you should liquidatetheposition and take profits. Stop-S A price
in this column preceded by “ S’ representsthe priceat which you should placea sell/stop. Do not short on thetarget price or thestop price. There
will not always be a target or stop pricelisted. For a further definition of a sell/stop, see the Welcome L etter.
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