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We are without a doubt in unprecedented times in the financial markets.
We have seen quite a few corrections in our time but this one is different.
Our systems for multiple markets are producing oversold readings that are
off-the charts, far beyond what we have seen in the past. On first glance, it
would seem to be the buying opportunity of a lifetime. But on closer
observation, we must realize that these are unprecedented times with the
closing of major financial institutions, freezing of credit across the globe,
and a collapsing housing market. So how does one approach this type of
market that appears so undervalued yet so dangerous?

First off, it pays off to have some type of edge which can improve your
chances of winning on your trade. Secondly, one needs to have some form
of risk management to keep losses under control in this volatile market.
With this mind, we think a prudent approach to entering a position is to
average into a position with a set allocation in mind. So what markets are
worth entering at this time? Our choice is Gold Stocks. Never in history
have Gold Stocks been so undervalued relative to Gold. If we look at the
ratio of Gold/XAU, we can see that the ratio hit 8.54 on 10/7/08. This is far
and above the highest reading we have ever seen which means that Gold
Stocks are a "screaming buy" relative to Gold. To put this in perspective,
Gold is almost $900 as of October 2008 while the XAU is currently trading
at 2005 levels when Gold was about $400. In the near term, we expect to
see some reversion to the mean with the XAU significantly outperforming
Gold on the upside. Within the next 2 months, we expect to see the XAU
advance to 115 or more.

Mark Yuan, CFA
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Investment Risks: All investments are subject to risk, including possible
loss of principle. The views expressed in this commentary reflect those of
the portfolio manager and YieldSafe Investments LLC as of the date of the
commentary. Any views are subject to change at any time based on
market or other conditions, and YieldSafe disclaims any responsibility to
update such views. These views are not intended to be a forecast of future
events, a guarantee of future results or investment advice. Because
investment decisions are based on numerous factors, these views may not
be relied upon as an indication of trading intent on behalf of any portfolio.
The information contained herein has been prepared from sources believed
to be reliable, but is not guaranteed by YieldSafe as to its accuracy or
completeness. References to particular securities are intended only to
explain the rationale for the portfolio manager's action with respect to such
securities. Such references do not include all information about such
securities, including risks, and are not intended to be recommendations.
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