Thenext issuewill be
published November 19.

* This is what is known as
“unwinding the carry

trade.”
Pages 2-3

* Thetop of my personal buy
listis Goldcorp (GG - NYSE).
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* Great Lakes Hydro.
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THE STOCK MARKET AT LARGE

One might wonder why we should care about the Dow Industrialsor the S& P
500. | have advised subscribersto avoid financia/paper assetsfor severd years.
Thereasonweareinterested inagenera stock market raly isthis. Dueto the
indiscriminate, forced liquidation by individuas, hedge funds, and institutions
over thelast couple of months, all asset classes acrossthe board were sold off.
The panic supported the old adagethat al the shipswill fall withthetide; and as
we seearecovery inthe popular averages, wewill seedl the shipsrisewiththe
tideaswell. Thisrally may also be quite spirited because volatility isatwo-
edged sword. Recoveriesare often asdynamic asthe previousdecline.

October isfinaly behind us. Many yearsago, The Sock Trader’s Almanac
began pointing out theimmense difference between being invested during thesix
“bad” monthsof theyear (May through October) and being invested during the
gx “good” months (November throughApril). Thedifferenceisstaggering. If
you had invested $10,000 in the Dow Industrials during the bad monthsonly -
from 1950 through 2006 - your investment would have grown to $10,341.
That isa57-year gainof $341, and it is caused by thefact that on average, the
worg declinesusudly occur during that period. Focusing closer, most massacres
occur in October. ThisOctober was certainly trueto form.

TheAlmanac study aso revealsthat October isoften abear killer inthat once
the October daughter hasrunitscourse, important lowstypically form. October
has been the month where past panics have ended; and once the market has
progressed into thegood sx-month period, priceshaverecovered. TheAlmanac
study further showsthat $10,000 invested only during the good months (from
1950 through 2006) grew to $578,413. You can get a copy of The Stock
Trader’s Almanac at www.stocktradersalmanac.com.

We have gotten green lights recently from some of the modelsthat | follow,
including our old Palio model. These shorter term signals are supported by
positive indications from new high/new low data, MACD, and RSI studies.
Welcometo the better haf of thetrading year. | expect to seeadecent recovery
inthepopular averages, lasting into the end of theyear. Thiswill offer those of
you overinvested infinancid/paper typeinvestmentsto clean up your portfolios.
| expect to seethe Dow approach 11,000 and the S& P 500 to seek 1,200.

Thisrally will be encountering some strong headwinds, however. Asl said,
volatility worksboth ways- up and down - and | don’t look for an easy rally.
Bear market rallies are flashy, but labored. There arealot of investorsand

Itshould not beassumed that therecommendations madein thefuturewill beprofitable or will equal past performance. A list of all recommendationsmade
by this advisor within the past 17 monthswill befurnished upon request. Professional Timing Serviceand/or associated individualswill fromtimetotime
havepositionsin theinvestments mentioned and recommended in this newsletter. All rightsreserved - copyright @ 2008 by Professional Timing Service.
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traderswho areanxiousto sell and hidether investment cashin the mattress. Wewill encounter the “woulda, coulda,
shoulda’ crowd who are waiting to get even asthe averages struggle higher. Some of these peoplewill be sellerswho
are still overleveraged and cannot afford to be patient. The difficult decisionsfor investorswill come once prices
approach our Dow 11,000 and S& P500 1,200 upsde objectives. The crowd will be feeling good at thoseleves, but
that iswherethebiggest sdllerswill be lurking.

Commodity stockswill also improve during thisbear market rally; but onceinto 2009, | look for atransformationto
occur. | look for the popular averagesto turn back down, but | expect the commodity-related issuesto first hold and
then continue higher through theyear. The S& P 500 will revigit 800, and perhapsbreak lower next year. You will hear
alot about the S& P500 and its PE multiple. Currently, the S& P500 sellsfor about 19timesearnings. 1t will eventually
fall under 10timesearnings. Tentimescurrent earningsof $51.37 would, of course, put theindex at 513, but | don’t
expect it to get quitethat bad. Interestingly, the 10 timesearnings point will come after earningsbeginto recover. The
averagewill find alow point - likely around the 700 to 800 level - but it will not respond onthe up side asearnings
climb. At that point, PE’swill fall under 10 against improving earnings. That’swhenyou canlook for the bear to end.

It will be sometime yet beforeall that happens. Asbear markets progress, more and more playersleavethe market -
never to return. It takessometimefor another generation- ageneration sill inexperienced with bullsand bears- tofind
aninterest instocksand create thenext bull market. That iswhy financial bear marketstypicaly last about 20 years,
and, by theway, they are alwaysaccompanied by bull marketsin tangible assets.

The commodity bull isnot over. Commoditieswere unexpectedly swept up with everything elseintherecent liquidity
panic, and thishas produced amomentary illusion of deflation. Fundamentalsare unchanged, however. Production of
raw materials and energy isdeclining worldwide- a condition actually augmented by the current credit crisis ... yet
demand isincreasing, notably in developing countries. UnliketheU.S., whichisto agreater extent aservice based
economy, Ching, Asia, and therest of the developing world (Stting on an enormouscash horde) ishell bent to continue
congructing factoriesand infrastructure. Chinahasannounced they are going to begin building four new cities. Thailand
reportsintentionsto increasefiscal spending by $2.9 billion. South Koreastated that it isbudgeting $5.7 billion for
congtruction. | expect to see hundredsof billionsof dollarsin fiscal gpending announced next year inAsia, and most of
it will begoing into infrastructure.

| further expect to seetheU.S. embark onaninfrastructure spending push to help counter the seriousrecessonweare
entering. Thisrecessionisnot going to abate quickly, and our domestic infrastructure agendawill grow dramatically
over the next severa yearsasastimulusprogram. Thiswill put added pressure on commodity prices.

TheU.S. dollar has been screaming onthe up sdedl during theliquidity panic. Thereasonsaresevera. Oneprimary
causefor thedollar demand isdueto foreign hedge funds and ingtitutions being forced to liquidate assets. They had
borrowed U.S. dollarsheavily from U.S. banks becausetheinterest rate waslow, and they had invested themoney in
higher yielding foreignassets. The credit crunch forced those assetsto fdl to the point of causing lossesaswell as
margin callsfor many. Thisisnow exacerbated by thefact that the lending banksare not willing to renew theloans.

Thefundsand ingtitutions have no choice but to sell postionsthat were principaly invested inforeign assets, sell the
local currenciesthey recelved fromthose asset sales, and buy dollarsin order to pay back the U.S. loans. Thisiswhat
isknownas“unwinding the carry trade.”

Somefundsand ingtitutions saw the handwriting onthewall and headed for safety beforethey got into serioustrouble
and wereforced out. Alongwith much of the carry trade, they have aso headed to the perceived safety of U.S. T-hills.
Foreigninvestors, however, still had to sall their assetsand convert to dollars before buying the T-hills.
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Simplicity This leaves us with a group of money managers who are
« | earning lessthan 1% ontheir client’s money, and they do not
: | want to end up atheclose of the year reporting 1% returns
' | before their fees. They are most anxious to find a better
: | homefor their money. Given the poor outlook for corporate
earningsnext year and thefundamentally bullish supply/demand
aspectsinmost commodities, agood ded of thismoney will
gravitateto commodities.

The trend is finaly
beginning to give way.

A second MACD sell
would be encouraging.

Relative Strength Index (51.5818) 80

A AA\/\f\/ A = | The strong dollar caused by the forced liquidation and
W w W \ ~ | unwinding of carry trade positionshas depressed commodity
« | pricestoagreater extent inU.S. dollar termsthanintermsof
: S — = | other currencies. Gold, for example, has come off about
25% in October. Thedeclineinother currencieslikethe euro has not been asdynamic. Gold wasdown about 16%
ineurosduring October. Aswe see somerecovery in hard asset prices and the shift out of low-yielding managed
positionsinto more promising opportunities, | look for the dollar to fall back to earth. Thiswill provideabig impetus
to gold and therest of the commodity market.
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Most of what | amtalking about here hasto do with technical problemsinthe market. Assetsare being sold dueto
margin calls, loans not being renewed, etc. In many cases, asset pricesdeclined dueto these technical factorswell
below thelr intrinsc values and certainly below their future values - especialy with regard to commodities. Thereis
going to beareturnto fundamentas. That iswhy oncethisrecovery raly runsits course, commoditieswill continue
higher next year asthe popular averagesfall.

We are presented then with arare opportunity to invest incommodity-related assets. Preciousmetalsareforefront
because they will bethefirst to reflect the dollar’s decline onceit resumes. You haveto stand back fromthe dollar
pictureand get agrand view. A long termchart showsthat thedollar’s strength thisyear has been but abear market
raly - nothing more. Theeyecatcher isthe speed of themove - not so much theextent of the move- caused primarily
by the unwinding of thecarry trade. Thedollar isstill inafirmly entrenched long term bear market. | expect to seenew
lowsinthe Dollar Index during 2009.

Simplicity (above) istheratio between goldand the XAU. The X AU isanindex of preciousmetd mining stocks, much
astheDow Industridsisanindex of industrial stocks. Thereisalong termrelationship between these two values.
Typically, theratio will beabout 4.00. It will runover and under that level to theextent that when it approaches 3.00,
themining stockswill betoo expensiverdativeto bullion. Inthe past when it hasmoved much over 5.00, the mining
stocksweretoo chegp and werelow risk buys. Oncetheliquidity panic hasrunitscourse, wewill see Smplicity return
to normd vaues.

The unprecedented liquidation spiral that unfolded thisyear threw theindicator into a chaotic rise and produced
readings never before seen. Theratio went ashigh as11.54 on October 27. That reading wasincredible. At that
point, mining Sockswere extraordinarily inexpensve. Theproblemisthat asSimplicity wasrisang, it wasasotdlingus
that mining shareswere historically cheap at 7.00, 8.00, 9.00, and 10.00 along theway. The solution, asexplained in
the Simplicity booklet, isfinding wherethistrend will end.

Thebooklet explains several techniquesindefining the trend change, including asimpletrend line under theindex. 1f
you need acopy, send mean e-mail. You can see onthechart that thetrend isbeginning to break down. However,
therearetill pent-up sdllersinthe market and amoreimportant trend line below thisone.

Page 3



We have also only seen one MACD signal here, and the
Crude Oil possibility ishighwewill seeanintervening signal caused by
another rise in the Simplicity index followed by a second
signal, asoutlined inthe Smplicity booklet. Bottomline,
the metals stocksare very inexpensiveinrelationto gold,
but we may seeabit moresdlling near term. Thebest Strategy
will beto hold what you have and use further weaknessto
add if you are underinvested. The profit potential ingold
and the mining sharesisenormous.

Consider if you bought the XAU today at 85.00 and the
e e e sk price of gold went nowhere - stayed right at $740 - and the
ratio returnedto itslong standard of 4.00. That would mean the XAU would be 740/4, or 185.00. That isa117%
gainwithno appreciationin the price of gold.

Let’scongder that gold movesto $1,200, as| fully believe it will in 2009. The gaininthe XAU astheratio normalizes
is250%. At $1,600 gold —well, you do themath. Folks, thereisaton of future profit locked up inthe mining stocks.
Thereismore potentia than you will find anywhere elseinthe market, regardiess of where gold goesshort term.

Nevertheless, | il think that you should gear to themgjor producers. Thejuniorswill havetheir day; but inthe mood
of conservatism, stick to the mgjorswith any new money you haveto invest. | likethejuniorson our list; and intime,
they will find their footing. They have been beaten up, but Coeur d’ Alene (CDE), Endeavor (EXK), U.S. Gold
Corp. (UXG), etc. aredl keegpersinmy book. Intime, | will once again aggressvely pursuethem; but at thispoint in
the game, themgjorswill giveyou the best return going forward with theleast risk.

Thetop of my personal buy list isGoldcorp (GG-NY SE-$18.66). Their earnings aredoing well, and they sit onone
of therichest propertiesontheplanet. Go withthe best.

Any of theothersare candidates for purchase. Kinross (KGC-NY SE-$10.43) and Yamana (AUY-NY SE-$4.63)
aremy second choices. For income, don’t overlook Gabelli Global (GGN-NY SE-$12.25).

It gppearsthat dthough energy growth isdowing, theworld will still actually use moreenergy thisyear and next thanin
theyear previous. Thisissupported by |EA estimates, and they tend to be conservative. | haverepeatedly reviewed
numberswith you concerning the depletion of energy reservesaround theworld. Fromarecent Financial Timesfront
pagearticle headlined World Wil Sruggleto Meet Oil Demand - “The International Energy Agency authored a
report entitled World Energy Output which statesthat “the natura annual rate of output declineis9.1%.” | don't
think globa demand will fall that much, under any circumstances. Thenet differenceindicatesfuture shortages.

Enough of fundamentas. Takealook at thischart. Crude oil hastouched the bottom of itslong term uptrend line here,
which coincideswith support at $60 abarrdl. | redizethat prices pushed through every support level ontheway down
(aonceinalifetime panic will trump support levels); but asthe marketsall improvegoing into year end, it lookslikethe
energy bears should be covering their shorts.

| likeall the energy issuesonour list, and | have adjusted some of the downside buy prices (inthe precious metals
issues also) to reflect current conditions. If anissueistrading under itsdownside buy price, consider that pricethe
maximum you should pay. ApacheCorp (APA-NY SE-$82.33), Blackrock Energy (BGR-NY SE-$17.99), and
Baytex (BTE-NY SE-$17.30) aredl purchase candidatesup to their respectivelisted buy prices.
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| had recommended the purchase of Ener plusResour ces
Great Lakes Hydro (ERF-NY SE-$26.71) inthelast letter. It isstill abuy, but

- only at $19.00 or better. Another new recommendation
r . that has not yet hit our buy priceis Great LakesHydro
. | i i (GLHUN-TSX-C$17.30). Itisabuy a C$15.00 or better.
gl g H g E Bepatient. | want to buy theseright or not at all. Let’stry
| *‘il h ¥ R “ﬁ "T ' and take advantage of any selling panicswhich may still be
W !l }: ' ahead. Although| look for the averagesto work higher, the

| o ’W
| | Rt

; headwinds| am talking about can comeintheformof some
18 nasty down daysalong the way.

- T The Canadian trusts look like the best way to approach
A L energy right now and take advantage of the mindless selling
we have seen over thelast couple of months. They giveyou agreat dividend at current prices, evenif they wereto cut
them. | don't expect cutswith Enerplus, Baytex, or Great LakesHydro. Enerplusand Baytex haverecently increased
thelr dividendsin Canadian dollar terms, and | think all of thetrusts have adjusted to the prospects of the new tax being
levied in 2011. The Canadian government has slowly watered down the bill since it wasintroduced. | doubt if the
managed money parked in T-bills mentioned above will be ableto ignore the lure of buying into the Canadian trust

sector.

Great LakesHydro will giveyou anenergy postion gpart fromcrudeoil. They areaCanadiantrugt; and astheir name
implies, they operatehydrodectric properties. They areinapostionto gainfromfutureanti-carbontaxesand legidation.
Great Lakeswill makefor anice diversficationinyour holdings.

Again, thedollar isakey eement in buying the Canadiantrusts. The Canadian dollar hasbeen beaten back to 83 cents
versusthe U.S. dollar. | haveno doubt it will recover to parity inthenext year or two at the most.

You will seecrudeat $160/barrel - most likely next year. We cannot rule out the fact that some sudden “Black Swan”
event might acceleratetherise. For example, if Pakistan blowsup, crude will jump to $160 in aheartbest.

TheAnnual Asset Allocation Model (AAAM) isnot atiming model, but it is designed asaguide to where the best
potential lies on arisk-to-reward basis for the next 12 months. With this year’s calculation, it has not changed.
Commoditieslook likethe best bet for the next year.

Someone asked if it could bewrong. Theanswer is, of course. Nothing inthe market isguaranteed. However, the
current readingis confirmed by thesmpler and equally useful Dow/gold ratio. After touching 9.5in early October, it is
presently at 13.0. Regardlessof thissevere correction, thecommodity bull will not end until the Dow/gold ratio falls
under 5.0. Betting againgt the Dow/gold ratio over thelong runislike betting againgt the house. You might winafew
hands and feel good about it, but the house has the odds and will take your money if you stay long enough.

Let meleaveyou with something to ponder. 1n1990, theU.S. government took over the Mustang Ranchin Nevada
because of tax evasion. The government tried to runthisentity, which at thetimewasthelargest brothel in Nevada, and
they lost money. Should webe surprised that thefolksthat runthe post office could not make a profit selling sex and
booze? Congder that the government hasrecently acquired an equity stakein and will provide operating guidance for
some banking and insurance businesses. | suspect the next to get snarled up in thisfiasco will be auto manufacturing,
followed closdly by theairlines. Canyou imaginethe government manufacturing cars? Remember theYugo? Don't
ask meto havefathinastrong dollar aswell asbdievethefary taethat foreigninvestorswill dways continueto stake
our politicsand lifestyle. 1tisagood timeto begin betting against theU.S. dollar.
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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 .83. You should buy at or below the posted downside buy price. Thedownside buy price doesnot imply that thisleve will necessarily
bereached, but that thisisthe maximum price we recommend that you pay for theissue. Changessince our last posting arein bold Ietters.

Initial Recom.

Company Symbol
Agnico-Eagle AEM
Alliance Res ARLP
Apache Corp APA
Baker Hughes BHI
Baytex Energy BTE
Blackrock BGR
Central Fnd. Of Can. CEF
CurrShrs. Eruo ETF FXE
Enerplus Res. ERF
Frontline Ltd. FRO
Frontier Oil FTO
Gabédli Glb. Gld. GGN
Goldcorp GG
Headwaters HW
Kinder MorganLP  KMP
Kinross Gold KGC
Kinross Gold KGC
MKkt. Vectors, ETF GDX
Pimco Com. Fund PCRAX
Schlumber ger SLB
Ship Finance SFL
Silver Standard SSRI
Silver Wheaton SLwW
Spdr Gold Trust GLD
TIPSiShareseETF TIP
Transocean RIG
Yamana AUY
Vaero VLO
Altius Minerals CAALS

ARC Energy
Crescent Point En.
Great Lakes Hydro
Innergex Pow
Peyto Energy
Silvercorp Metals

Exchange

NY SE
oTC
NY SE
NY SE
NY SE
NY SE
AMEX
NY SE
NY SE
NY SE
NY SE
AMEX
NY SE
NY SE
NY SE
NY SE
NY SE
AMEX

NY SE
NY SE
oTC
NY SE
NY SE
NY SE
NY SE
NY SE
NY SE

TSX

CA:AET.UN TSX
CA:CPG.UN TSX
CA:GLH.UN TSX
CA:IEFUN TSX
CA:PEY.UN TSX

CA:SVM

TSX

Dateand

1/10/2007
9/29/2004
3/5/2007
2/5/2008
5/18/2004
8/3/2005
8/8/2008
8/22/2008
Buy at
1/4/2007
8/3/2005
1/3/2006
7/24/2008
3/10/2006
6/8/2007
6/6/2002
1/4/2007
9/11/2006
3/2/2005
1/18/2008
3/6/2007
1/4/2007
3/10/2006
9/11/2006
5/28/2008
1/4/2007
4/14/2005
4/26/2005

8/9/2007
9/8/2008
9/16/2008
Buy at
10/6/2008
7/18/2003
1/21/2008

Price

36.00
27.98
68.00
64.63
9.00
25.99
11.98
148.57
19.00
31.00
14.38
2210
40.00
36.30
52.50
2.39
11.00
37.00
13.97
75.00
0.00##
30.00
8.40
58.85
106.00
75.00
2.90
36.63

17.88
25.85
30.20
15.00
12.00
8.75

8.00

Target-T
Stop-S

Price Downside Div
10/31/08 Buy Price  10/31/08
Uus. $

27.65 29.90 0.65%
32.00 35.00 8.75%
82.33 90.00 0.73%
34.95 35.00 1.72%
17.30 18.00 14.69%
17.99 19.50 9.01%
10/22/2008 Sold on stop at 8.50
127.69 132.50 3.97%
26.71 19.00 17.70%
10/8/2008 Sold on stop at 33.90
10/2/2008 Sold on stop at 16.40
12.25 13.10 13.71%
18.66 20.00 0.96%
10/9/2008 Sold on stop at 8.95
10/6/2008 Sold on stop at 48.4
10.43 11.30 0.77%
10.43 11.30 0.77%
20.95 22.15 14.22%
9.61 11.00 11.55%
51.65 55.00 1.14%
13.65 HOLD 11.87%
8.45 9.10 n/a

3.60 4.00 n/a
7134 65.00 n/a
10/6/2008 Sold on stop at 100.50
82.33 85.00 n/a

4.63 5.15 2.59%
20.58 HOLD 4.32%
Canadian Dollars

5.08 HOLD n/a
18.28 18.75 15.75%
27.91 30.20 8.96%
17.30 15.00 9.12%
10/8/2008 Sold on stop at C$10.80
11.75 HOLD 12.16%
234 HOLD 0.60%

Web Site

agnico-eagle.com
arlp.com
apachecorp.com
bakerhughes.com

www.baytex.ab.ca
blackrock.com

centralfund.com
currencyshares.com
enerplus.com
frontline.om
frontieroil.com

gabelli.com
goldcorp.com
headwaters.com
kindermorgan.com
kinross.com
kinross.com

n/a

pimcofunds.com
nat.bom

www.shipfinance.org
silverstandard.com
silverwheaton.com
na

na

deepwater.com

yamana.com
vaero.com

altiusminerals.com
arcresources.com
crescentpointenergy.com
greatlakeshydro.com

innergex.com
peyto.com
silvercorp.ca

Company

Coeur d' Alene
Endeavor Silver
Great Basin Gold
Nova Gold
Taseko Mines
US Gold Corp

Everton Res.
Golden Valley
Laramide Res.
Mega Uranium
UTS Energy
Minera Andes

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

Symbol

CDE
EXK
GBN
NG
TGB
UXG

CAEEVR
CA:Gzz
CA:LAM
CA:MGA
CA:UTS
CA:MAI

NY SE

AMEX
AMEX
AMEX
AMEX
AMEX

TSX
TSX
TSX
TSX
TSX
TSX

Date and

9/2/2003
7/26/2007
12/21/2007
2/29/2008
7/24/2006
9/9/2005

1/4/2007
2/20/2007
3/16/2006
5/1/2007
5/15/2006
9/11/2006

Exchange Initial Recom.

Price

3.19
4.60
245
11.50
240
1.70

1.30
0.50
520
6.75
6.50
1.20

Price Downside Div
10/31/08 Buy Price

Us. $

0.72 HOLD na
0.93 HOLD na
1.07 HOLD na
2.81 HOLD na
0.93 HOLD na
0.70 HOLD na
Canadian Dollars

0.06 HOLD na
0.07 HOLD na
1.22 HOLD na
0.85 HOLD na
0.92 HOLD na
0.68 HOLD na

Target-T/
Stop-S

Web Site

coeur.com
edrsilver.com
greatbasingold.com
novagold.com
tasekomines.com

usgold.com

evertonresources.com
goldenvalleymines.com
laramide.com
megauranium.com
uts.ca

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 .83 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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