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NEW YORK 
Dow: 
 
Market reports in recent months and weeks have basically 
communicated what follows below, insofar as strategy is concerned.  
 
As regards the reasons, all the reasons good or bad that the market 
could choose to focus on were given, while titles and descriptions such 
as “Final Squiggles” and “IMPEACHMENT” were among the 
commentaries that defined the imminent end of a bull market that 
would occur during the perceived “summer doldrums” and “summer 
rally” period. 
 
On the other hand, I noted that the VIX was in an up-trend that was 
causing option premiums to be inordinately high vis-à-vis the market. I 
counterbalanced that with the observation that this has not stopped 
the market from dropping at points in the past against such a 
backdrop. 
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The upshot and recent conclusion was that short term puts should be 
held in case a full scale downside blow-out were to get going. The 
conclusion also held that another portion of one’s powder should be 
kept dry, in case option premiums (implied and historical volatilities) 
would come into line as they have most of the time in the past. Holding 
product that benefits from a drop in the market on a 2-to-1 basis could 
also qualify as the partial position, if not a small short term put 
position, which would be highly levered in the event of a smash. 
 
In one sense, it has been correct to not be 100% short, as recent 
option prices’ action (see last letter) indicates poor performance 
relative to the size and speed of this market decline. Why? Because 
premiums were already pricing-in part of this collapse, which isn’t 
ANYWHERE near complete. 
 
But there is something worth noting regarding the VIX. Perhaps the 
Volatility Index will be well out in front of and leading the market 
lower (not just bottoming in advance), now that it trades as a distinct 
product.  
 
This is like put premiums mushrooming in advance of a collapse, as 
hedge funds and pension funds drive up put option premiums as delta 
hedges are put in place, in anticipation of their own trashing of the 
market. Delta hedges create a situation where portfolios profit more 
from the hedges than the losses being incurred on the underlying 
securities being hedged! 
 
For this reason, intermediate term put prices are not far off their lows, 
given what is underway, in that they have not even surpassed recent 
short term highs that were made at lower stock market levels.  
 
So, for those who do have powder dry for intermediate term puts, the 
opportunity may yet appear to go 100% short (long puts). Otherwise, 
short-term puts are en route to reminding everyone of 1987. 
 
   
 
Sid Klein 
 
LEGAL NOTICE:  This market letter is the work product and intellectual 
property of Mr. Sidney Klein.  It arises out of his training and profession as an 
international expert on financial equities.  It is a private correspondence from 
Mr. Klein to his subscribers.  Any person who copies or otherwise 
disseminates this letter becomes subject to international criminal and/or civil 
prosecution under the Universal Copyright Convention and the Berne 
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Convention for the Protection of Literary and Artistic Works.  Nearly all 
countries in the world have signed both of these Conventions and have 
pledged to enforce them through their own legal systems.  In addition, 
Interpol may be called upon to assist in the international enforcement of 
these Conventions through its processes of arrest and extradition.  If you are 
the recipient of a copy of this market letter, whether through the internet or 
by facsimile, you should immediately report to Mr. Klein the name of the 
person or entity who sent it to you.  Send your email to 
sidklein@sidklein.com. 
 
DISCLAIMER:  This market letter is intended to assist in the dissemination of 
information to private subscribers.  The information contained herein 
represents Mr. Klein’s best efforts in good faith to advance knowledge to his 
clientele, but there can be no implied guarantee as to its accuracy or 
completeness.  The information is given as of the date appearing on this 
market letter, and Mr. Klein assumes no obligation to update the information 
or advise on further developments relating to the information provided 
herein.  No solicitation to buy or sell securities is intended, and none should 
be inferred.  Investments are inherently risky, but investment risk itself is a 
function of individual preferences.  Thus any opinions, recommendations, or 
judgments expressed in this market letter are of necessity abstract and 
general.  They must be modified, accepted, or rejected by individual 
subscriber/investors whose risk averseness cannot be known to Mr. Klein.  


