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BUYS
Gehl Co. (GEHL)

Gehl Co. Director Marcel Braud and 10% Owner Manitou BF S.A. have BOUGHT $549.5 million in GEHL stock. Manitou BF S.A. is acquiring
Gehl and will merge it with subsidiary Tenedor Corp.

View Details
Nevada ChemicalsInc. (NCEM)

Nevada Chemicals 10% Owners OCM Holdings LLC and Cyanco Holding Corp. have BOUGHT $188.98 million in NCEM stock. OCM Principal
Opportunities Fund via Cyanco and Calypso Acquisition Corp. has acquired Nevada Chemicals.

View Details

International Speedway Corp. (ISCA)

44 International Speedway insiders, including Chairman & CEO James France, have BOUGHT $99.3 million in ISCA stock.
View Details

Calpine Corp. (CPN)

Calpine 10% Owners SPO Advisory Corp. and Luminus Energy Partners Master Fund have BOUGHT $62.9 million in CPN stock.
View Details

Equity OneInc. (EQY)

Equity One Chairman Chaim Katzman plansto BUY $16.4 millionin EQY stock.

View Details

AutoZonelnc. (AZO)

AutoZone 10% Owner Edward Lampert has BOUGHT $10.8 million in AZO stock.

View Details

Stoneleigh Partners Acquisition Corp. (SOC)

Stoneleigh Partners Chairman & CEO Gary Engle has BOUGHT $9.13 million in SOC stock.
View Details

Landry's Restaurant Inc. (LNY)

Landry's Restaurant President & CEO Tilman Fertitta has BOUGHT $8.43 millionin LNY stock.
View Details

Convergys Corp. (CVG)

Convergys 10% Owner Jana Partners LLC has BOUGHT $2.72 million in CV G stock.

View Details

Great Atlantic & Pacific Tea Co Inc. (GAP)
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$9.5 million in DDR stock.

View Details

Clean Energy Fuels Corp. (CLNE)

Clean Energy Director Boone Pickens and 10% Owner Madeleine Pickens have SOLD $7.75 million in CLNE stock.
View Details

MYR Group Inc. (MYRG)

MY R Group 10% Owner Goldman Sachs has SOLD $5.65 millionin MY RG stock.
View Details

NVR Inc. (NVR)

NVR President of NVRM Finance William Inman has SOLD $5.2 million in NVR stock.
View Details

Bank Of The OzarksInc. (OZRK)

Bank Of The Ozarks Chairman & CEO George Gleason, Vice Chairman, President & CEO Mark Ross and Directors Linda Gleason and Robert
East have SOLD $5.23 million in OZRK stock.

View Details

Gilead Sciences|Inc. (GILD)

Gilead Sciences Director James Denny has SOLD $4.45 million in GILD stock.
View Details

Sensient Technologies Corp. (SXT)

Sensient Chairman & CEO Kenneth Manning, VP & CFO Richard Hobbs, and VP and General Counsel John Hammond plan to SELL $3.83
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million in SXT stock.

View Details

Greenbrier CompaniesInc. (GBX)

Greenbrier former 10% Owner and hedge fund manager Jeffrey Gendell has SOLD $3.35 millionin GBX stock.
View Details

Electronics For Imaging Inc. (EFII)

Electronics For Imaging 10% Owner Blum Capital Partners LP has SOLD $3.18 million in EFII stock.

View Details

Carelnvestment Trust Inc. (CRE)

Care Investment Trust 10% Owner Goldentree Asset Management has SOLD $2.49 million in CRE stock.

View Details
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Economic Calendar for the week of October 27 to October 31
Tuesday Oct. 28
10: 00 Conference Board Consumer Confidence

* Importance (A-F): This release merits a B-.

* Source: The Conference Board.

* Release Time: 10:00 ET on the last Tuesday of the month (data for current month).
* Raw Data Available At: http://www.tcb-indicators.org/.

The Conference Board conducts a monthly survey of 5000 households to ascertain the level of consumer
confidence. The report can occasionally be helpful in predicting sudden shifts in consumption patterns, though
most small changesin the index are just noise. Only index changes of at least five points should be considered
significant. The index consists of two subindexes - consumers appraisal of current conditions and their
expectations for the future. Expectations make up 60% of the total index, with current conditions accounting
for the other 40%. The expectations index is typically seen as having better leading indicator qualities than the
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current conditions index.
Big Picture

Consumer sentiment indices get way too much attention. The simple fact is that sentiment does not correlate
with consumer spending and thus has little predictive value. Consumer spending correlates with income. US
consumers spend virtually all their income. Higher income will lead to increased spending, regardless of
sentiment. Sentiment correlates with the highly publicized trends in gas prices, political events, and other
exogenous factors. Sentiment is near record lows, yet real (inflation adjusted) consumer spending was up at a
1% annual rate in the first quarter, and will be up at about a 2.5% annual rate in the second quarter. Consumers
are simply grumpy as they head off to the mall to spend their income.

Wednesday Oct. 29
8:30 Durable Goods Orders

* Importance (A-F): Thisrelease meritsaB.

* Source: The Census Bureau of the Department of Commerce.

* Release Time: 8:30 ET around the 26th of the month (data for month prior).

* Raw Data Available At: http://www.census.gov/ftp/pub/indicator/www/ma3/index.htm.

The durable orders release measures the dollar volume of orders, shipments, and unfilled orders of durable
goods (defined as goods whose intended lifespan is three years or more). Orders are considered aleading
indicator of manufacturing activity, and the market often moves on this report despite the volatility and large
revisions that make it a less than perfect indicator. These problems can be minimized by looking at the
breakdown of orders. The total number is often skewed by huge increases in aircraft and defense orders. An
increase based solely on strength in one sector tends to be discounted, while the market is more impressed
with broadbased increasesin orders.

Also notable in this report is the narrow category of nondefense capital goods. These goods mirror the GDP
category producers durable equipment (PDE) -- the largest component of business investment. Shipments of
nondefense capital goods are a good proxy for PDE in the current quarter, while nondefense capital goods
orders provide an indication of PDE growth in the quarters ahead.

Big Picture

Durable goods orders, and total factory orders (which include nondurables orders), continue to show

surprising strength given overall economic conditions. Orders are near flat to up a bit on ayear-over-year basis
and the backlog of ordersis at record highs. Manufacturing has been very resilient and has yet to move into
recessionary mode even as the housing market and consumer sectors remain depressed. The weaknessin
manufacturing has been greatly exaggerated.

Thursday Oct. 30
8:30 Gross Domestic Product

* Importance (A-F): Thisrelease meritsaB.


http://www.census.gov/ftp/pub/indicator/www/m3/index.htm

* Source: Bureau of Economic Analysis, U.S. Department of Commerce.

* Release Time: Third or fourth week of the month at 8:30 ET for the prior quarter, with subsequent revisions
released in the second and third months of the quarter.

* Raw Data Available At: http://www.bea.doc.gov/bea/dnl.htm.

Gross Domestic Product (GDP) is the the broadest measure of economic activity. Annualized quarterly percent
changes in GDP reflect the growth rate of total economic output. The figures can be quite volatile from quarter
to quarter. Inventory and net export swings in particular can produce significant volatility in GDP. The final
sales figure, which excludes inventories, can sometimes be helpful in identifying underlying growth trends as
inventories represent unsold goods, and alarge inventory increase will boost GDP but might be indicative of
weakness rather than strength. The broad components of GDP are: consumption, investment, net exports,
government purchases, and inventories. Consumption is by far the largest component, totaling roughly 2/3rds
of GDP.

In addition to the GDP figures, there are GDP deflators, which measure the change in pricesin total GDP and
for each component. Though the consumer price index isamore closely watched inflation indicator, the GDP
deflator is another key inflation measure. Unlike CPl, it has the advantage of not being afixed basket of goods
and services, so that changes in consumption patterns or the introduction of new goods and services will be
reflected in the deflator.

With both GDP and the deflator, the market tends to focus on the quarter/quarter change. Y ear/year changes
are also cited frequently, though they do not provide the most timely indications of economic activity or
inflation. The bond market often reacts to GDP, though the price moves are typically small, as much of the
GDP datais easily predicted using monthly economic releases such as personal consumption, durable goods
shipments, construction spending, international trade, and inventories.

Quarterly GDP reports are broken down into three announcements: advance, preliminary, and final. After the
final revision, GDP is not revised again until the annual benchmark revisions each July. These revisions can be
quite large and usually affect the past five years of data.

Big Picture

Economic growth is much stronger than generally recognized. Net exports have been a major contributor to
growth but this category gets far less attention than deserved. Net exports have added more to GDP growth
than housing has subtracted in recent quarters. Consumer spending has also continued to increase. Higher gas
prices ssimply do not subtract enough from consumer spending power given steady (though modest) income
gainsto produce a decline in spending. Business investment also continues to rise at a steady pace. The
manufacturing sector is holding up surprisingly well. Second quarter real GDP growth was near the long-term
trend, and third quarter real GDP will be near 3% as well. High gas prices and lower home prices are
important negatives for the economy, but GDP, which measures the quarterly change in output, will rise
despite the press obsession over these factors.

Key Factors

e Thetrendsin second quarter GDP components reflect a much stronger economy than generally
recognized. Consumer spending is sluggish, but the only area of real weaknessis residential


http://www.bea.doc.gov/bea/dn1.htm

construction, and the rate of decline there is dropping.

e Net exports contributed a whopping 3.1% to the GDP gain. Thisincluded a 1.7% contribution from
the continuing surge in US exports. It also included a 1.4% contribution from a decline in imports.
That decline in imports means that personal consumption expenditures were more geared towards
purchases of US goods and services, and that US imports of oil dropped. That decline in the volume
of oil imports also factored in to the large decline in inventories for the second quarter. The high price
of commodities|led many firmsto carry lower inventory levels.

e The price impact noted above is amajor reason that inventories sliced afull 1.4% off the GDP
change. Real final sales (GDP excluding the inventory factor), representing underlying demand, rose
at avery strong 4.7% annual rate.

e Real government spending rose at a 3.9% annual rate. Thisincluded an increase at a 2.2% annual
rate of growth for state and local governments. There has been alot of talk about cutbacks at this
level, but those are apparently only limiting growth, and not leading to declines.

e Theincrease at al.7% annual rate in real personal consumption expenditures got a bit of a boost
from the fiscal stimulus, but the consumer hasn't spent nearly all of it yet. A dip in spending may
occur for July, but strong increasesin August and September real PCE are possible, particularly asthe
deflator may turn negative for those months due to lower gas prices.

e Thedecline at a15.7% rate for residential construction is actually very good news. This housing
component had reduced real GDP growth by over 1% each of the three previous quarters. In this
quarter, it took off only 0.6%. Housing starts have started to bottom, so it may take off even lessin Q3
and Q4.

e Nonresidential business investment rose at a 2.2% annual rate due to strong growth at a 13.7% rate
for nonresidential construction but a surprisingly soft -3.2% number for software and equipment.

e Our early third quarter estimates call for about a2 1/2% to 3% GDP growth rate. Net exports will
add about 2.0%. Personal consumption expenditures may rise at aslightly slower 1% rate, while
nonresidential construction spending should drop only modestly, and software and equi pment should
rebound. Overall business investment isresilient and isn't trending weak. Inventories will add to third
guarter GDP because of the declinein commodity prices. This price drop will lead to an upward
inventory valuation adjustment. This could in fact be huge, and reverse the 1.4% decline in the second
quarter. If so, real GDP growth could approach 4%. For now, we are keeping our inventory forecast as
adding 0.5% in the third quarter.

Friday, Oct. 31
8:30 Employment Cost Index

* Importance (A-F): Thisrelease meritsaB .

* Source: U.S. Department of Labor, Bureau of Labor Statistics

* Release Time: 8:30 ET, near the end of the first month of the quarter for the prior quarter.
* Raw Data Available At: http://stats.bls.gov/news.rel ease/eci.toc.htm.

Since the employment cost index was mentioned by Fed Chairman Greenspan in July 1996, it has risen into
the upper echelon of economic reportsin the eyes of the bond market. Its lagging nature till leavesit asaless
timely indicator of employment cost trends than the monthly hourly earnings data in the employment report.
But the ECI does add something to this picture: an adjustment for shifting employment between industries,
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and alook at benefit costs. These additions are interesting, but typically do not ater the view of the
employment cost picture which was left by hourly earnings. ECI will be much less closely watched during
periods when wage inflation is not a serious market concern.

The market focuses on the quarter/quarter and year/year changes in each of three categories:. total employment
costs, wages and salaries, and benefit costs. The figures are sometimes skewed by large year-end bonuses in
the financial industry; analysts often exclude the sales commission component of wages and salaries to adjust
for thisfactor.

Big Picture

Employment costs are the major component of business costs. The trend in these data therefore have important
implications for cost-push inflationary pressures and for profit margins. In recent quarters, the trend has been
relatively steady. The year-over-year total increase in the ECI has been at 3.3% for the past few quarters, and
has been drifting a bit lower the past couple of years. Weak overall demand in the economy should keep the
ECI cost index on the current trend. At 3.3% this does not represent much inflationary pressure, as
productivity gains of close to 2% leave unit labor costs rising at a modest pace near 1%. The major
inflationary pressures are currently coming from commaodity prices, not wages.

9:45 Chicago PMI

* Importance (A-F): The Chicago PMI meritsaB.
* Source: Chicago Purchasing Managers Association.
* Release Time: Last business day of the month at 10 ET for the current month.

There are many regional manufacturing surveys, and they tend to be ranked in order of timeliness and the
importance of the region. The New Y ork and Philadel phia Fed's surveys are the first each month followed by
the Chicago purchasing managers report on the last day of each month. A few, such as the Atlanta and
Richmond Fed surveys, are released after the ISM and are of little value. The purchasing managers reports are
measured like the national |SM -- 50% marks the breakeven line between an expanding and contracting
manufacturing sector. For the New Y ork, Philadelphia and Atlanta Fed indexes, 0 is the breakeven mark.
These surveys can be of some help in forecasting the national 1SM.

Big Picture

The Chicago PMI haslittle overal economic value, and is only watched by the financial markets becauseit is
usually released one day in advance of the similar national 1ISM manufacturing survey. A significant movein
thisregional survey will therefore sometimes be seen as having predictive value for the ISM index.

10:00 University of Michigan Consumer Sentiment Index

* Importance (A-F): This release merits a B-.

* Source: The University of Michigan.

* Release Time: Preliminary: 10:00 ET on the second Friday of the month (data for current month); Final:
10:00 ET on the fourth Friday of the month (data for current month).

The Michigan index is amost identical to the Conference Board Consumer Confidence index, though there are



two monthly releases, a preliminary and final reading. Like the Conference Board index, it has two
subindexes - expectations and current conditions. The expectations index is a component of the Conference
Board's Leading Indicators index.

Big Picture

Consumer sentiment surveys get way too much attention. Right now, the surveys are greatly influenced by the
price of gasoline. Gasoline represents only 4% of consumer spending, and price changes don't have nearly as

much impact on consumer spending power as generally thought, but gas prices have a huge impact on
sentiment.



