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Futures ahead of the 8:30 AM employment report hovered
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around a breakeven. They moved sharply higher after the
release of the report.

Overall non-farm payrolls fell 54,000, but this was less than half
the expected drop and the prior month’s job loss number was cut.

Private sector employment increased 67,000 and there was a net
upward revision of 123,000 for the prior two months. In addition
hourly wages increased slightly more than anticipated.

The rapid move up in futures suggested that the Dow would open
with a triple-digit gain. Half an hour into the day the Dow was
up 130 points.

At 10 AM the ISM Services Index, reported at 10 AM, was 51.5
compared with a reading of 54.3 last month. This report cut the
Dow’s gain roughly in half.
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S&P100 | 353

S&P Midcap 400 - | 473
DJ Utilities 1 | 2.03 | |

DJ Transports 9 I 5.32

Biotech Index 4 I 4|83

SOXIndex 4 I 5.15

NASDAQ Comp 1 | 4.07

S&P500 - | 3.80

DJ Industrials 1 | 3.05 September
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In a 10 AM press conference the President reiterated his support for additional business tax cuts as well as an extension of tax cuts
for the middle class, investment in clean energy research and development, and infrastructure improvement. There had been
speculation that he might propose a withholding tax moratorium, but this was not mentioned in his remarks.

The payroll news this morning prompted a quick move higher, but the progress on job growth still is well shy of what is needed
merely to stay even with population growth. The data reported today suggests that progress on bringing the jobless rate down will
remain slow for months.
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and does not have anything until next Wednesday.

Despite this week’s gain, the market still appears to be range bound, and we would not rule out the potential for another retest of
support at 1040. To exit the upper end of the range the S&P needs to have a convincing move above 1130. In time we think this
will happen, but on a very short-term basis getting there might be difficult unless the market finds a catalyst to support the move.

The talk of a possible withholding moratorium was off the mark, but now that we are within two months of the mid-term elections
we would not be surprised to see a flurry of stimulus initiatives from the White House as it is fully aware that the number one
priority in voters’ minds is the economy generally and employment specifically.

Enjoy the weekend and make it a safe celebration of the last holiday of the summer.

Have a great day.

Additional items from Yesterday

Burger King (BKC, $18.86) advanced 25.08% as it agreed to be bought by 3G Capital for $4 billion ($24/sh), including debt.
The transaction price represents a 27.25% premium over yesterday's closing price and a 46% premium over pre-rumor share price.
The deal is expected to close in the last three months of 2010



SAIC (SAl, $15.37) beat on the bottom line, reporting EPS of $0.42 (vs. consensus $0.33). The beat came from stronger bookings
and lower expenses. However, shares fell 1.24% as revenue increased less than expected, up 2% to $2.79 billion. The company
raised its full year EPS growth guidance to 14-16% (from 8-14%).

Target Corporation (TGT, $52.24) posted a lower than expected increase in August same store sales, up 1.8% (vs. consensus
2%). The miss came from weaker sales of electronics and home decorations. Management guided September comps to increase in
the low single digits. Shares rose 0.59%.

AOL Inc. (AOL, $22.90) gained 0.66% after announcing it has renewed a search agreement with Google, Inc. (GOOG,
$460.34). Under the terms of the new five-year agreement, GOOG will continue to provide the search results on AOL's websites
but the new deal also expands their cooperation onto AOL sites for cell phones and other mobile gadgets. Moreover, AOL video
content will be put on YouTube. The deal includes a revenue share on a per-search basis.

Hovnanian Enterprises (HOV, $3.68) posted a wider than expected loss driven by higher write-down for lands. Revenue and
contracts decreased more than expected by 1.7% to $380.6 million and by 37% to 902 homes, respectively. Shares rose 5.43% as
management said July sales were modestly better than in June, while August sales were significantly better than in June
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