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We have been warning that the last stages of waterfall declines can be extremely damaging, and the 7.6% plunge in the S&P 1500
the last three sessions highlights the point. Many foreign exchanges have been hit even harder, such as the FTSE/Xinhua China
25 Index, down 17.5% over the same span.

Wednesday’s session was the fourth 90% panic-selling down day in ten sessions. While there may be some more selling to go, we
are looking for capitulation. Some of the reasons are: the three-month T-Bill is at the lowest yield ever; the 5-day moving
average of the put/call ratio is 1.234, the highest since March 20"; the earnings yield based on the current P/E ratio is 30.92%
above the 10-year bond yield, the highest since April 15", and the earnings yield of the forward P/E is 111.89% higher than the
10-year bond yield, the highest since March 20™.

Unfortunately, valuations may be meaningless if much of the recent selling is the result of forced liguidations of assets, and that
liguidation continues. Markets appear to be in the clutches of a global margin call.

The short, intermediate, and long-term trends are down. We reiterate that this continues to be a bifurcated, opportunistic
trader’s market, with adept traders able to take advantage long or short, but the primary downtrend must be respected.
Investors need to be alert to sector rotation and should not hesitate to move out of lagging sectors and stocks and into leaders.

Federal Funds futures are pricing in a 60.0% probability that the Fed will cut 25 basis points to 1.75% when they meet on
October 29™. They are pricing in a 40% probability that the Fed will cut 50 basis points to 1.5% at that meeting.

Options expire September 19th. October options expire October 17

IMPORTANT DISCLOSURES

I, Wayne S. Kaufman, hereby certify that all of the views expressed in this research report accurately reflect my personal views about any
and all of the subject issuer(s) or securities. | also certify that no part of my compensation was, is, or will be directly or indirectly related to
the specific recommendation(s) or view(s) in this report.

THE INFORMATION PROVIDED IN THIS PUBLICATION IS FOR INFORMATIONAL PURPOSES ONLY. INVESTORS
SHOULD CONSIDER THIS REPORT AS ONLY A SINGLE FACTOR IN MAKING THEIR INVESTMENT DECISION. THIS
INFORMATIONAL REPORT IS NOT AN OFFER TO SELL OR A SOLICITATION TO BUY ANY SECURITY IN ANY
JURISDICTION WHERE SUCH AN OFFER OR SOLICITATION WOULD BE ILLEGAL. THIS REPORT HAS BEEN
PREPARED AS A MATTER OF GENERAL INFORMATION. IT IS NOT INTENDED TO BE A COMPLETE DESCRIPTION
OF ANY SECURITY OR COMPANY MENTIONED, AND IS NOT AN OFFER TO BUY OR SELL ANY SECURITY. ALL
FACTS AND STATISTICS ARE FROM SOURCES BELIEVED TO BE RELIABLE, BUT ARE NOT GUARANTEED AS TO
ACCURACY. ADDITIONAL INFORMATION ON THESE SECURITIES AND COMPANIES IS AVAILABLE UPON
REQUEST. SECURITIES, FINANCIAL INSTRUMENTS OR STRATEGIES MENTIONED HEREIN MAY NOT BE SUITABLE
FOR ALL INVESTORS. THIS MATERIAL DOES NOT TAKE INTO ACCOUNT YOUR PARTICULAR INVESTMENT
OBJECTIVES, FINANCIAL SITUATIONS OR STRATEGIES. BEFORE ACTING ON THE MATERIALS HEREIN, YOU
SHOULD CONSIDER WHETHER IT IS SUITABLE FOR YOUR PARTICULAR CIRCUMSTANCES AND, IF NECESSARY
SEEK PROFESSIONAL ADVICE. INVESTMENTS INVOLVE RISK AND AN INVESTOR MAY INCUR EITHER PROFITS
OR LOSSES. PAST PERFORMANCE IS NO GUARANTEE OF FUTURE PERFORMANCE. TRADING AND INVESTMENT
DECISIONS ARE THE SOLE RESPONSIBILITY OF THE READER.
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We have been warning that
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waterfall decline can be
very damaging, and the
7.6% plunge over the last
three sessions makes the
point. We may still be
in the middle of what
could be called a crash,
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1.02% ot stocks traded

higher Wednesday.

Average price per share

is still above the July

low.

Spreads between earnings

and bond yields are at
the widest levels since
March - April.

Our proprietary options

indicator is in negative
territory, but not as
low as prior bottoms. The

5-day average put/call

ratio is the highest since

March 20th.
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