
 
 
 
 
CMG Update: So Bad It’s Good 
October 24, 2008 
 
At the time of this writing, the market is trading sharply lower (today Friday, October 24, 2008).  I believe 
today or Monday could likely prove to be the flush out day.  It is forced selling and pure panic.  We will be 
talking about these past few weeks for the rest of our lives. 
 
As you know, we run a platform of alternative trading strategies.  We are far from buy-and-hold money 
managers and, in fact, several of our strategies thrive on volatility as they can trade the markets in both 
directions (up and down).  However, I understand that many of you have exposure to the market with some of 
your non-CMG managed investments, so I felt compelled to sprinkle a little bit of good news in the midst of 
this storm. 
 
Last week I sent an email quoting Sir John Templeton.  He said, “You want to buy when everyone else is 
selling and sell when everyone else is buying”.  I promised to send a few charts to help measure that decision 
process.  They follow below: 
 
Chart 1--Very Oversold: S&P 500 Percentage From 200-Day Moving Average - courtesy of Ned Davis 
Research (NDR): 
There have been six times since 1950 that the S&P 500 dropped below its 200-Day moving average by 22% or 
more.  The arrows on this chart reflect the extreme buying opportunity. 
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Chart 2--So Bad It’s Good – NDR: 
The following represents New Highs Minus New Lows divided by Issues Traded.  It reflects that only 1.2% of 
the time since 1960 has this indicator been so extremely negative that, in fact, it is actually very positive.  The 
annual gain per annum when the chart was in the “So Bad It’s Good” zone was 231.5%.  Again, this has 
happened only 1.2% of the time since 1960. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Chart 3--NDR Crowd Investor Sentiment: 
The chart reflects Extreme Pessimism.  This is a bullish indicator reflecting that the masses are panic selling.  
Note the 8.2% annual gain when the chart reading is in this zone.  Also note the market performance when the 
market is in the Extreme Optimism zone or -2.5% per annum.  Look at the Extreme Pessimism zone as the ‘buy 
when everyone else is selling’ zone and look at the Extreme Optimism zone as the ‘sell when everyone else is 
buying’ zone. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Chart 4--Money Market Fund Assets as a percentage of Total Market Value – NDR: 
Money Market Funds are at the highest reading since 1982.  There is a lot of cash available on the sidelines. 
 

 
 
 
Look – there is plenty of bad news I can point to as we have communicated to you for some time now.  
Yet it is important to take a step back and look at the situation from a distance. 
 
Art Cashin was on CNBC this morning.  He has been consistent in his communication – he has been 
waiting for an investor panic low.  In humor, he put his hand to his chest this morning and said, “we 
who are about to die, solute you”, quoting what the ancient gladiators said to the crowd before going 
into the arena to battle.  Art then said that he feels that today or Monday will be the low in the market 
and that “the resulting rally will be jaw dropping”.  He may or may not be right on his timing.  I do 
agree that the resulting rally will be outstanding.  My message today is simple – don’t panic. 
 
Take a deep breath and know that the markets will move through this disaster, much like in all of the 
periods reflected in the above charts.  If you are stuck in a few positions you are unhappy with, look 
back and remember what Sir John said, “Buy when everyone else is selling”.  I believe you will have a 
chance to sell at higher levels when the market rebounds.  On that rebound, look to reallocate a greater 
percentage of your portfolio to alternative trading strategies. 
 
We in the midst of perhaps the greatest investment storm in the history of the financial markets.  Our 
diversified alternative trading strategy blends are holding up quite nicely, as we anticipated they 
would.  This is an exciting time here at CMG.  We have opened up nearly 200 new accounts in the last 
several months and have more than 525 new accounts in the transfer process. 
 



My long-term advice remains the same; this is a traders’ market for some time to come.   Two months 
ago I sent a report reflecting that the GAAP PE ratio at 24 times earnings and pointed to how 
expensive the market was at that time.  A lot has changed since then; I’ll send the updated chart out 
next week. 
 
Wishing you the very best.  As always, please feel free to contact your CMG Investment 
Representative with any questions you may have. 
 
Steve 
 
Stephen B. Blumenthal 
President, CEO 
CMG Capital Management Group, Inc. 
150 N. Radnor Chester Road 
Suite A150 
Radnor, PA 19087 
610-989-9090 Phone 
610-989-9092 Fax 
 
*This e-mail may contain confidential and/or privileged information. Please destroy this e-mail if you are not the intended 
recipient or have received this e-mail in error. It must not be disclosed to any third party without CMG's prior 
authorization. All figures or financial data are provided for information purposes only and are not a recommendation to 
purchase or sell any security. The above estimated performance figures are unaudited and subject to year-end audit review.  
Offerings may only be made with appropriate Offering Documents. The Fund is speculative in nature and may include 
leverage. The value of the interests is subject to market fluctuations. Investors could lose all or a substantial amount of 
his/her investment in the Fund. Past performance is no guarantee of future results. 
 
Important Disclosure Information:  Please remember that past performance may not be indicative of future results.  
Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of 
any specific investment, investment strategy, or product made reference to directly or indirectly in this document will be 
profitable, equal any corresponding indicated historical performance level(s), or be suitable for your portfolio.  Due to 
various factors, including changing market conditions, the content may no longer be reflective of current opinions or 
positions.  Moreover, you should not assume that any discussion or information contained herein serves as the receipt of, or 
as a substitute for, personalized investment advice from CMG Capital Management (or any of its related entities), or from 
any other investment professional. To the extent that a reader has any questions regarding the applicability of any of the 
content to his/her individual situation, he/she is encouraged to consult with the professional advisor of his/her choosing. A 
copy of CMG's current written disclosure statement discussing our advisory services and fees is available for review upon 
request. Composite performance results represent the results for the CMG program for the relevant time periods. The 
composite performance results reflect time-weighted rates of return, the re-investment of dividends and other account 
earnings, and are net of applicable account transaction and custodial charges, CMG's investment management fee 
(assuming the incurrence of maximum management fee charged by CMG of 2.25%, and the separate fees assessed directly 
by each unaffiliated mutual fund holding that comprised the program. Past performance may not be indicative of future 
results and the performance of a specific individual client account may vary substantially from the composite performance 
results. Therefore, no current or prospective client should assume that future performance will be profitable, or equal either 
the CMG composite performance results reflected above, or the performance results for any of the comparative index 
benchmarks provided. The historical performance results of the comparative index benchmarks do not reflect the deduction 
of transaction and custodial charges, nor the deduction of an investment management fee, the incurrence of which would 
have the effect of decreasing indicated historical performance results. The historical index performance results are provided 
exclusively for comparison purposes only, so as to provide general comparative information to assist an individual client or 
prospective client in determining whether a specific program meets, or continues to meet, his/her investment objective(s). 
For reasons including variances in account holdings, variances in the investment management fee incurred, market 
fluctuation, the date on which a client engages CMG's investment management services, account contributions or 
withdrawals, and the impact of taxes, the performance of a specific client's account may vary substantially from the 
indicated CMG composite performance results. To the extent that there has been a change in a client's investment 
objectives or financial situation, he/she/it is encouraged to advise CMG immediately. Different types of investments and/or 



investment strategies involve varying levels of risk, and there can be no assurance that any specific investment or 
investment strategy (including the investments purchased and/or investment strategies devised by CMG) will be either 
suitable (or continue to be suitable) or profitable for a client's or prospective client's portfolio. Moreover, it should also not 
be assumed that the above illustration serves as the receipt of, or a substitute for, personalized investment advice from 
CMG. The composite performance results have been compiled solely by CMG, are unaudited, and have not been 
independently verified. Information pertaining to CMG's advisory operations, services, and fees is set forth in CMG's 
current disclosure statement, as same is on file with the United States Securities and Exchange Commission, a copy of 
which is available from CMG upon request. 
 
 
 


