


Why do we say this? What’s our reasoning? There are two main reasons!

1. The average bear market associated with recession (although a
recession hasn’t been declared yet, it’s hard to believe one won’t be) has
dropped 40 percent over 12-14 months. On a closing basis, that is
exactly where we are in the current market. Assuming the lows will be
retested and fail, we see the market bottoming between 6,500 and 7,000
on the Dow Jones sometime in November.

2. The stock market has an interesting tendency to experience nearly all
its gains in the months from November to May. During the other four
months it has on average lost money. Even in bear markets, the market
has a tendency to climb during this seven month period.

In summary, the damage to stocks has been severe, though no worse than the
average bear market. Fortunately, there are several reasons to be optimistic
that the worst of the decline is over.

Over the past 65 years, almost all market losses (with the exception of the

1930’s), and some were as great as 55 percent, had turned into healthy gains
by six months later.

Sincerely,

LAWRENCE A. KRAUSE & ASSOCIATES, INC.



