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Year to Date Asset Class Returns

YTD Model
Symbol Asset Class Return Status
PCRIX Commodities -0.85 QuT
VGSIX  REIT -32.08 ouT
VFINX  S&P3500 -11.00 ouT
VMEXX Money Market 0.25 IM
VBMFX Bond Index 0.38 ouT
VGETSX Intern'l Stocks -12.97 ouT
VISVX  Sm Cap Value -18.14 ouT
VBISX  Short Term Bond 0.24 IN
GOLD Gold 5.60 IN
Markets

US stock markets have exhibited a huge rally of
near 20% since the lows of early March. I
stated earlier in the month that a rally of 10%
was possible but It

strength of the move has been surprising. My
view is unchanged. | see no support for the
stock price level. Keep in mind, that my stock
model does not predict stock prices, only the
broad direction. That direction remains down. |

decisions but | accept that emotions and herd
movement can cause such events.

Based on reported earnings, the S&P500 has a
PE ratio of 23. The long term average is closer
to 17. At the recent market low the PE never fell
below 19. Bear markets usually end with the PE
under10. I t 6 s p lotgnsre nimmheyewillesbe
lost before the bear is done feeding. On the other
hand, stocks could sit at this level until earnings
catch up but thatos

It will be interesting to see how this evolves. |
believe that if small investors follow the crowd
i nto the surf theyodl
They will soon regret placing their precious
wealth into what will be seen as a destructive
current . Thereds no

wo NP HORKgMRrkety, L advise extipme faptign and

patience.

As for the broad economy, the leading economic
indicators are very low but floating off their
bottom indicating that overall conditions are not
getting worse over the last few months but the
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bounced off their lows because the major banks
have improving cash flows. No kidding.
Theydve received bil
Other factors are that money is moving out of
long term bonds due to fears of future inflation
and is moving into stocks. Some investors and
mutual funds are moving into stocks because
they feel the need t
know what motivates people to make bad
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economic indicators (LEI). The chart below is
for March 2007 to March 2009.

the rate of economic decline was turned back
after December 2008 by massive financial
stimulus into the banking system. Still, the stock
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Look at March 2008 in the middle of the chart. Keep in mind that the leading indicators include
The leading indicators were plummeting and the the recent action of stock prices. Stock prices
year over year rate of decline hit -10%. By June are a component of the LEI. Since my model
2008, the indicators had improved to -7% only to says the action in stock prices appears to be
again plummet and hit a new bottom near -30% speculative then what would happen if stock
in December 2008. The year over year rate of prices fell by 20% which | believe is very
decline moderated to -24% by March 2009. But possible. Would that be enough to break the
that s compared to t he badcrke aodfy tshtee egpo vdeercnlmennet Oosf
year earlier. if the government is buying stocks? With this
Leading Economic Indicators Growth Rate
March 200709
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much at st akae, oiutt caanndo tl
This indicator forecasts the economy out about say theyéd be wrong to t
three months from a trough. The government dondt know where the dig
knows it must spend heavily avoid another
decline after the r ecenThe pE woesenot lead bioeky @icee butmia d e t

decision to adopt i g u a nmportant ferepossiblg $otiecastng employmemho n e y
printing since they c anaddtgensakdusinessactivity. nfberreeessionesb t .
all costs, the economy must not be allowed to worldwide so unless business activity improves |
begin another decline phase. The lows must not dondt think commodity

pr
be broken or we could enter a depression. much strength. They may not fall a lot more but

a strong recovery in pri
At this point we can safely say that the economy
isndt sliding Theéogayv drrefhTuensnConamodities?
actions are working for now. The rate of decline Commodity prices are firming and appear to be
has been broken. oshaytthe s thooot tecamilnyg .t h o@Qiglh its | eadi
economy i s improving o rusingWSa totrack éhe prceoafi dlt | follow ye® a
relapse. over year growth rates.
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| 61 | wait to see if
that | expect causes a downtick in the leading
economic indicators. Likewise, | want to see if
commodity prices will move lower if stocks
drop.

Bonds

I sold VFICX this month for a net loss after
dividends of -.4% (less than % of 1%). This
assumes you bought and sold the day after the
buy and sell alert. 1 held this for only two
months. | bought VFICX because of the large
spread between treasuries and corporates

thexmeakengng ti nt et occlko sper.i

announcement of money printing by the
government caused me to abandon bonds
entirely.

| issued the following alert on March 18™.

The US government today joined previous actions by
England and the IMF in adopting "quantitive easing".
This means they intend to print money out of thin air
to counter falling asset prices. News story here. This
is the beginning of a long process to print the nation
out of debt. | intend to sell my holdings of VFICX
tomorrow - high quality corporate bonds. The net
profit (including dividends) will be about zero since
buying this asset in January 2009.



http://en.wikipedia.org/wiki/Quantitative_easing
http://biz.yahoo.com/ap/090318/fed_interest_rates.html?sec=topStories&pos=main&asset=TBD&ccode=TBD
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| think it's unlikely that fixed rate, long term bonds will

regresses, I 61 1 l ook to

do well over the next few years because mone own t wo feet or LT I tos
printing will eventually move i)r/1to wages and prices.y general eUpho_”a' Furthermore, O_PE(_: _has C_Ut
That is the objective. In a fiat money system inflation back production and the US is filling its
is a much larger long term risk than deflation. | petroleum reserve thus adding to market
expect the deflation argument to be eventually tightness.
derailed. Subscribers know that | believe the dollar
will | its reserv rren tat nd thi I . . . . .
happ?;]e susddgi?y ircﬂngxggcfegll;.s ?:o?:usir?gcgﬂl?/ Gold is rr_larklng time _an(_j sIowa_edgm_g higher
on domestic deflation is the wrong strategy. confounding the deflationists who insist it should
priced at $600. Gol dos
Most asset classes rose strongly today - stocks, bullion owners. Slow progress makes for a good
gﬁgfsl' T”;ﬁég;')‘:ér%“sf ‘fg(;‘;mosgéis-e;g‘aldog]ax:g market. Gold understands what the economic
highgr}.l We'll have to watch ¥his begause gersistent theorists canot grasp.
and increasing inflation will trigger my move into the dollar era. It may be a couple years or ten
commodities/oil. but the doll ar wi || no
reserve currency. That o
My bc_md model rema_ins in bonds at this time but | will soar in price.
don't intend to hold this asset class. TIPS appear ok
and money markets are the least dangerous fixed ) )
income asset but pay nothing. The world economic system is under
sevee stress and will reshape itself into
a new form. It is
. | __ PIHCO COMMODITYREALRETURN STRAG _as of 27-Har-2008 yery [ikely that gold
gglpcmx 1 will have an
L8 F oo 1 increasing role and
16 1 the dollar a
14 diminished one.
12 L Expensive oil and
the collapse of the
1or debt economy
s | means living
standards in the
; West will decline.
The first transition will
il . . . . . . be to a weighted
Mauos Julog Sepod NowOg Janog Marod currency basket with
currency percentages based on various ratios
Constraints on World Growth contrived by the major powers. Economic
Commaodity prices and especially oil are moving output, inflation rates and other metrics will
i n harmony with xpettabionk s .d e fTihreer eéds culme e@acyobs pl a
t hat an economic i mpr oevodutioe 1B B necgsdary stepohutdnot thesfiaal

recovery) will lead to firmer prices for basic

materi al s. | 6m al so
somet hing real wi t h
negative on its price

to jump on board yet. When stock markets

~5~

Cc acawown ae raserve ourrences? | Notlacgording ts i n
g o otk mijor recbromigsnvth@ says gold 1isd 19" n o
ntenturg money knd mhe yvouds is toonbigt andw i |

product. Could gold and silver regain their

C e
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complex. | disagree.
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Gold could retake its rightful place if it was
priced much higher or if world economic activity
slipped to a very low rate of growth or even a
decline. Slow growth is very likely to happen.
The surge in world growth over the last thirty
years and longer has been made possible due to
cheap energy and massive debt issuance by
governments. Debt leverages growth. Without
leverage, growth slackens sharply.

Oil is a depleting assets and will only get more
scarce. Debt is discredited once again in the
mind of the public but this time globally.
Without cheap oil and debt pulling the world
economy, weobr e
torrid economic growth rates again. This has
major implications for stock prices in the years
ahead.

The watchwords in the future will be
Asustai nahbol.e gTliws | mpl
growth in balance with the cost of resources.

Natural resource prices will spike with a return
to economic growth and will prevent anything
approaching the growth rates of the past. A lot
of the easy and cheap oil, copper and major
industrial ingredients have been mined and used.
The only path out is to remake our civilization.

George Bush tried to take oil from lIrag, the
Caspian and Iran to prop up US growth for
another decade. |t
failures and Obama is dismantling the idiotic
Global War on Terror and trying to end the
occupations. We have no choice now but to
move to a different model of energy. We should
have done it eight years ago.

The only way that America will prosper is if we
change. Ther e i s no ti me
wasted so much already.

t

I foresee actually a remarkable future for
civilization if we can make it. Scarcity will

~06~

d i doméchips mow begause onceTthe trend ws alears

propel innovation. The biggest gains will come
quickly in energy innovation.

President Obama se e ms to under st
ahead. Somehow he must start America on a
new path and away from economic militarism
and towards sustainability and energy
innovation. The answer is not in adopting the Al

Gor e 6 s -camed &limatedhange theories
(which doné t have me convinc
Oscar).  We should transition away from oil

because 1t0s 1in
a more intelligent and pragmatic path.

depketeids

Obama believes we must resuscitate the big

unl i kel ybanks amd maybeethat is & iequirecesgepstowadu ¢ h

stability. I have my dou
and not that difficult to achieve in a fiat money
system. The far bigger problem is propping up
the pension plans, 401k plans, Medicare and the
promised entitlements in a zero growth world.
ies a pace of
Trouble is, very few people in government or the
press grasp our present place in economic history
and how this must be the point where we change
direction and reform our society.

Two bear markets since 2000 and the collapse of
Ameri cads b an k imakeganysng
question the economic status quo. Something is
changing and it is big. As individuals, we must
make a bet on the outcome. We have to place

Sstem

ar e
the cost to transition assets to safety will rise

dramatically.

The Answer is in a Painting

l 6m an amat eur arti
biography of the impressionist Renoir written by
his son Jean in 1958. Its titled Renoir, My
Father|laral @ @vondarfuldoookw eRénwire Monet,
Cezanne were founders of the French
Impressionist ~ style  of  painting  that
revolutionized art after 1870. Along the course
of Renoirds | ife we
common to humanity i that of coming of age,

st

C

obse
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careers, relationships and dying.  Financial

problems are a constant theme.

The Impressionists revolutionized art because
prior to them paintings depicted military scenes
or they told a simple story. They were painted
with lots of brown and were dark.

The new painting style was filled with light and
bright colors. What seems natural now was
revolutionary in 1870.

One of Renoirds most
AThe Luncheon of the
opportunity to see this enormous canvas a few
years ago in
of mine.

f amous

B olake most gopullr aenuesyirotime the glowliensd
and they fade away. This lovely scene no longer
axistsd sThe plhcevdoyed in h9686eand the sitt a v o r
eventually became a grimy industrial area.
ABeaut.

Phoeni x.

Located on the Seine in Chatou France, the
outdoor restaurant depicted in this painting
opened in 1857 and was a short walk from the
train station. It was a favorite haunt of Renoir
and his painter friends. Many people would
gather, eat and take boat rides on the river. The
people in the painting are friends of Renoir. His
future wife is holding the dog. The lady in the
yellow hat leaning on the railing is Alphonsine
Fournaise. She was the daughter of the
successful hotelier who owned the restaurant.
paintings 1is

f ul

c al

| ec
t he

Al phonsineo
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inherited a fortune. She was a wealthy woman
and placed her money into one of the safest
investments of her era i Russian Czarist bonds.
Rich in 1900, she died in 1935 at the age of 92
completely penniless.  The collapse of the
Russian economy and the Bolshevik revolution
ruined her. Imagine such a smart, beautiful and
fortunate good soul going broke at 65 and
scrounging for pennies for 25 years.

| 6m sure Al phonsine

advice and did what other well-off ladies did.
She invested wisely based on the
recommendations of the best advisors. From
Paris, she probably read the headlines of turmoil
in Russia but was convinced by money managers
to stay the course and invest for the long term.
She had her doubts and knew something was
very wrong but di d.bhe
l ost 1t all because

It can be Russian bonds, Bernie Madoff or the
American dollar. A rigid method of investing
that ignores danger and new trends and places
faith in sure things like inflation, deflation,
kings, constitutions or fist ocks
always risks ruin. There are times in history
when things change.

My financial models and my instincts tell me we
are at a turning point in history. We 6 r e
Alphonsine. My models have avoided the two
recent stock bear mar ket s.
longer term bonds. Stock and bond markets are
at high risk and our place of refuge T cash i can
only be a temporary haven. Our success; | should
say our financial survival will be determined by
our timely exit from cash before it too is
devalued. Our assets must be deployed into
things that preserve and grow capital. Right
now, capital growth opportunities are limited and
my focus is on preservation.

I donot want to
youdr e a s ub svietter ther you
understand the dangers we face. For that reason,

soun

| 6 ve ¢ h o somemorteyintogydidiatfthe
risk of being early or perhaps wrong because |
dondt want t Alplorsicer e t he

| suspect that many subscribers to this newsletter

are worried right now. You see the collapsing

economy, the unsustainable debt and your

common sense screams at you that the future US

debt of $15-21 trillion can never be paid off.

Your friends act uninterested when you discuss
r e cyeur Vfirartial econeerasl dr gusttcharfige tha n c i a

subject. You hear the talk of nations wanting to

dump the dollar as the reserve currency but you

perhaps take solace in tax avoider Tim

Ge i t hstaed dorsfidence of a continuing

dollar dominated world. You may really like

Obama and believe he wants to do the right

thing. Thatiohe segms likba b | y
t  agondd mam basechoe the litjed knaw oshennSsilke
s h e yowkanesvrsanethingiswe oe g f bed .

what to do.

A

cano

We continue to experience a deflationary wage
and asset price environment. Asset prices are
falling. At the same time, central banks and fiat

f o monely ltuerenciew areglosingutimeio credibility.
Decades of debt abuse is poised to gradually give
way to decades of money
other way out of the debt problem and you know
It We candét grow our

e akeyhcommodities are growing depleted and, like

a hair trigger, will price upward quickly if the

| 6 veeononmy oimproves.x iAhyebdsiness expansion
will be pushed back with increasing costs that
the public cand t afford. Thi s
environment for consume |
wager that 80% of financial advisors are still
preaching buy and hold.

V

The commodity price cycle is firming and stock
prices are off their lows. Conflicting signals are
normal at turning points. But be watchful about
what is really going down. We have stopped
issuimgedebt and ndw aenpanting ecnondy.u tt i
wdulld itake mage trillions to induce another
economic boom and who is going to accept our
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dollars and give us the raw materials cheap

impossible to predict which currencies will win.

enough to make a boom happen? l dm inclined to not bet
dondt mind hedging my be
The CBO says deficits will run over $1 trillion
per year for the next decade. That means by My financial models have been either very lucky
2018 America will have $21 trillion in national or very skillful to avoid the 2001 crash, profit on
debt. It will cost at least $1 trillion a year just to the 2003 boom and avoid
pay the annual interest on such a debt load. The not saying to place your trust in me but I am
actual cost will be much more as rates rise. telling you that my model says to stay out of
Theyol | j ust print monesyochshelLohhbamordE|l pmygr e
bondsi what el se can t hey doosidered safe My modellis & gofd and cash. a t
they are doing.
| believe the safest approach at this time is to
|l t6s happening right b eliold some cashubut al® goédsnd to stay out of
debt. This approach would have saved

Anyone with retirement savings or a nest egg is

Alphonsine and it will save you too. The

wondering if weodl| h a v edecisian ftol ha@d gold amd castr meahseybul wallt i o n
the years ahead. That @wn talses elbbisgt baespagnno il
maintained that long term deflation is impossible i ncome but youdll preser

in a fiat money system if the central bank wishes
to break it.
can have domestic deflation of wages and falling
asset prices at home but a weakening dollar
making imports more expensive. And, since we
import almost all our consumer goods, the cost
of living could become unbearable within a few
years if the dollar

term bonds is very risky as nations print money.

Heliefrthiat ve r m dHolding stocks i©very risky during an economic

decline. What percentage should be in gold? |
c a n 6 you thaebécduse | know nothing about
your situation and am not a financial advisor.

On March 23 | posted this note on the
subscriber area:

: SCHRANK

implodes. Even ST QUSHESS POST

worse, we could ®eamo 23 March 2009:
see the dollar The market's
repudiated by other spectacular rally is
nations a wonderful
want to be sucked opportunity to sell
into our black hole any stock swill

of debt. The
progression of |
currency
debasemen
be Iinear
be confined just to

the dollar. It will

move in fits and
starts and manifest
as trade wars and
shortages of basic

you're still holding.

My stock model
shows the S&P500
at 822 to exhibit a
large spread
between price and

BT AT EAR TYNOLLYNST LN LR YROOINYD F RO

- - fair value. Even the
x stormiest  climate
—— - has periods of
sunny skies and

calm seas. Waves of

goods.

euphoria and hope
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within a powerful bear market rally lure
investors to aseemingly placid shoreline only to
smash them against the rocks. Stay out and
preserve your capital. It's not time to buy stocks.
| would only change my mind about stocks if the
Fed pumped so many dollars into the economy
that somehow earnings would saard inflation
would remain low. This would amount to another
debt induced stock boom similar to what
happened in 2003. My model caught the 2003
boom and rode it until 2008. It will catch a new
one also. | doubt though that a new boom is
possible.

The USgovernment is now printing money and
buying who knows what. What is real and what
is contrived?Gold is selling at ®% over spot
for 1oz coins but is still available at a low
markup for large bullion bars. Bullion could
become more difficult to obtain ihations
increase bullion reserves and drive up the price
of gold in anticipation of replacing the dollar as
a reserve currencyWhatever happens, do not
sell your gold.

On March 27" | read this:

The NYSH.iffe futures exchange has, it seems,
run out d 1 kg bars of gold. Futures markets,
like NYSELiffe and COMEX, try hard to
maintain the fiction that they will deliver
physical gold, in completion of executed
contracts. Indeed, to prevent fraud, U.S. law
requires clearing members to keep a stockpile, o
one kind or another, consisting of a minimum of
90% of met al . Up unt il
matter. Only about 1% of long buyers of paper
gold futures contracts typically took delivery.
Now, the situation is very different. Demand has
surged and, itappears, one major futures
exchange, NYSEffe, and by extension, the
COMEX gold warehouses it shares with its
larger cousin _are unable to meet the
requirements of their contragtsisa vi, delivery

of 1 kg. bars.Source

I havendét verified this
that investors are buying futures contracts and

taking delivery of the gold rather than pay the

large markups on loz gold coins. If nations

begin to concur on a move away from the dollar

they could decide to boost their own reserves.

Consider this. I f youor
or drawing on savings and make enough to get

by then the real risk to you is inflation. Hold
enoughgolds o t hat 8% inflati o
If you have an annual pension of $30k and the

buying power depreciates by 8% yearly then
youoll be on the street
least $30k in gold to offset any possible decline

in the value of your pension i t hat 0s t
minimum. If we have deflation, then your
pensionads purchasing po
everything S fine. Y o
reserve in the event of a different disaster.

The cheapest way to own physical gold is to

avoid the coins and buy .9999 bars minted by

major refiners like Credit-Suisse and Johnson

Matthey. They sell at about a 2.5% markup
versus over 7% for coins
found is Kitco because the pricing is clear and

you can buy online with no sales tax.
https://online.kitco.com/bullion/completelist.html

If youor e young
career, save every nickel you

can. | f you donét |
market timing then put half

nto, g glgoad mx oy g n g
investments and a good

chunk into cash and gold via

coins or a bullion ETF like

GLD or IAU.

l 6m not asking you to t
getting other inputs. | suggest you contact a non-
commission financial advisor and see if my ideas

makes sense considering your age and situation.
Youdbre not interested i
should only have 5% in gold T t hat 6s t

~10 ~


http://revolutionradio.org/2009/03/27/nyse-runs-out-of-gold-bars-what-happens-next/
https://online.kitco.com/bullion/completelist.html
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standard line. Ask if my idea will protect your
purchasing power. If you want stock exposure
then ask about a gold-cash-stock strategy that
will do well with inflation or a weak dollar.
Diversify across nations and stock sectors.
Donot assume Ameri ca
rest of the world. This country has many things
going for it if we can get rid of our debt.

| 6ve read some
you should buy a house and hold a huge
mortgage because
with cheap dollars as the government inflates.
That would be true if your wages are secure or
you had enough cash now and can afford to wait
until inflation sets in.  This might be a good idea
for a young person with a recession-proof job.
For older people, it sounds like a risky bet to me
because it requires excellent market timing. |
prefer a middle path.

|l Om certain the
buu canot
desired effect. The first order of business is to
stabilize the financial system. House price
declines have hammered bank capital. Soon
failing commercial property loans  will
compound the problem.

A

Monetization of debt will work wonders for bank
capital but it will take a while to percolate
through. Next they will work aggressively to
shore up employment and household income.
I6ve prepared a plan of one way they could

w itrdndition dtiee egomomys past tddbta and i&Gh e

youol |

presented later in this letter.

One way to monitor inflation in the pipeline is

wgesntimee n t dobkoat isdicatere af futsre inflation within the

economy.
be able to pay it

The chart below shows the year over year rate of
change in pricing pressures. The pressure has
been down steeply indicating falling prices in the
economy overall. The rate of decline moderated
i n February but itods
changed.

Rising commodity prices can also serve to
presage inflation and those prices are going

ginflatee r n sideways. Thesombinatigniofrithg indicabors and
pheireetfortsowill havehthe n

commodity data indicates no systemic inflation
threat at this time.

Maintaining Purchasing Power
The real value of a dollar is its purchasing
power. US domestic deflation means very little

to a foreigner if they
Inflation Pressure d o rhave to accept
00 the dollar in
' "IJ'IJ'IJ'"'||'|J'"'"'|j'IJ'”'U'U'”'”'I;' ' exchange for
-5.0 - 1 - .-
commodities.
-10.0 -
-15.0 —HHH Many people have
-20.0 - HHHF already lost 40% of
-25.0 B | - their savings in the
-30.0 A | stock market
350 HiENE decline. If you rush
M'D into the safety of
' long bond treasuries
-\450 i) P P P P P Fo = P 2 8 & & 80 & & & 50 o o@m &8 8 &, &; you COUId Iose
T23II3III3I23IE2T3ETTII I another 40% if
E<2S "I 8d6z882ss23° 3882882 inflation rates rise.
Or maybe

of f

y O
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just hold TIPS or cash since inflation and from China about the dollar, 1 had composed a
defl ation wondt damage what-& recenario.c What wddld tl do gt t i f
the doll ar is deval ued ?Americh buP & debt asrsadrt as possidetseveet y o
at first because your dollars will buy less oil at didndét become a footnote
the pump and imported goods at Wal-Mart. wi || destroy us because
Maybe youol |l I nvest y o uaroundhaumneck: Asia has I@Merioperatingscdstd ¢ k s
but China appears to by lying about its economic and we <canboét compete in
growth rate. our wage levels deflate by 50%. The only way

out is to dissipate the debt and transform our
We have every right to be worried and confused. economy into something greater than ever
Accept the fact that the world is at a turning existed before.
point and no one can predict the future with
certainty. | 6m confident that Amer.i

a plan similar to what | propose below. First
For those who <canot bewegdallll ego awlmayoudghhma ther i

idea that defl ation i s adttempteat tisaal resttaiaty It willGad. $aw g g e s
trust your intuition and ask yourself this revenues will drop with rising unemployment

question. If you had to go away on a space and less consumer spending. A national sales
journey for five year s tarischnotbeo hraindieaddidea. CThe matiticians c at e
with anyone, where would you invest your will come around to the conclusion that our debt

money. You already know reading TGR that the is too huge to pay off a
world economy faces a growth roadblock due to out.

depleting oil and essential commodities. You
know therebds talk of d &ighpyears ggo wehasl a ahance fo avoid bank t h e
worl ddés reserve cur r en dafuresand atlebimplisiono Whe 2008 edectidd S

government is printing money at an increasing and the 911 disaster turned the country over to
rate. Would you: people who sacrificed our economy to pursue a
crackpot militaristic solution that bankrupted us.

a. Hold dollar bills in a bank account That is how history will see it.

b. Hold a diversified portfolio of some

stocks, some gold and cash We have to deal with the present reality and the

c. Hold only gold and cash consequences of our mistakes.
Think it over and then create a plan of action. It Here is the TGR plan: One Generation to a

doesnoét hurt to find aNewAmriet ent and forward
thinking non-commission advisor. They can

suggest ideas to protect your purchasing power. How | would fix America's economy and

| 6d be very wary of annui mantairpaleaashigrales . Annui ti e
are big profit products for advisors and are only

as good as the insurance company backing them. Assumptions

1. Cost of imported energy will be too
expensive for a contracting empire. Rising

What TGR Would Do To Get America Out of oil prices will constrain world economic
Debt growth. Must focus on sustainable living
In early March bef or e news of A anai quality ioftlife \anel move away from

easingo (money printing) comumerismhand wringing
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The US level of public debt is too high to
ever be paid off

Private debt levels must be reduced

An extended decade long recession means
unemployment and social breakdown 71
must be avoided at all costs

US military empire will contract

Many firms based on consumer spending
will go broke

Objectives

Remake America into a leader in quality of
life including life span extension, science,
renewable energy.
Acknowl edge
be saved. Plan to eliminate public and
private debt.

Eliminate subsidies, corporate welfare, tax
dodges; fix the tax system and reform the
political system

Manage competition to the dollar until
ready to inaugurate a new financial system

Action Plan

Preparation Phase (One Year - 2009)
Stabilize banks and major industries by
giving them cash under the guise of loans
Plan on massive infrastructure spending for
green energy. Initiate large scale public
spending to spare state and city economies
and to minimize unemployment

Plan to reduce military spending and
foreign involvements

Decide what industries and major players
must be saved

Plan a transformation of entitlement
programs . We candt pay
Raise the tax on imported oil and force
gasoline to $4 and higher to spark energy
changes

Initiate a plan to inflate the CPI by 8% for
ten years.

Phase Two: Inflation and Transformation
(Ten Years 2010-2019):

~13 ~

t hat t he

1. Stop borrowing and start printing. This will
reduce effective public debt by 80% over
one decade.

2. Inflation will create a wealth imbalance
that must be moderated. Reduce federal
taxes on individuals to the bone. Tax
hedge fund speculative profits heavily and
the poor not at all. Send public assistance
coupons to the unemployed. These can be
used only for housing costs and food.

3. Assume public and private pension funds
and annuities will fail without subsidies.
Help with  monthly payments but also
include an inflation cost of living increase
so the elderly don't go broke.

a.r Teydoeemcdurags westetn eatnonsaoafatl @wt
the same plan but go it alone if necessary.
Assume the world will eventually reject the
dollar as the reserve currency. We all get
out of debt and transform our energy
footprint if we cooperate. China and the
world needs to know what we intend to do
and we need to cooperate with them. Do
not adopt trade barriers.

5. Spend massively on solar and alternative
energy. Spend, spend, spend on remaking
the energy grid and adopting electric cars,
solar energy, and electric mass transit.
Share technologies with the world if they
cooperate with us. The goal is to greatly
reduce the trade deficit by eliminating
imported oil and eventually attaining 100%
energy independence. In an age of
depleting oil, the winner will be those who
donodt Meve te focus af America
to quality of life, life span extension and
medical advances, energy technology.

f o mMiscouhage nareers in financial profiteering

and encourage true value creation.
Encourage saving and balanced living.
Limit immigration to people with required
skills.

6. Begin political reform. Adopt the public
funding of federal elected posts. Severe
penalties (10+ years) for bribing federal
officials and accepting bribes. Adopt term
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limits. Grandfather existing congressmen
since t hey wonot
Eliminate spying on Americansod
calls and internet activity.

Reform the legal system to eliminate
punitive damages on individuals; safeguard
doctors and firms from crazy lawsuits.
Make tort lawyer jobs less profitable.
Force consumers to accept more risk and
responsibility.  Extreme prison penalties
for dishonest professionals and
businessmen who endanger the public
welfare. Reduce patent terms on drugs.
Cloners pay a per pill/use fee to inventor.
Mandate increased pay for health care
workers and K-12 teachers.

Keep the Fed funds rate under the inflation
rate so inflation exceeds the cost of money.
Money printing will provide free cash to
the poor through subsidies and lower taxes.
Secretly increase the US gold hoard while
attempting to manipulate gold prices as
long as possible. Accept that gold will soar
in price eventually.

Be public and honest about the energy and
debt objectives.  Accept criticism from
purist capitalists. Acknowledge that
financial dislocations will happen. Deal
with problems as they occur. Keep people
employed to prevent social breakdowns.

Phase Three: Reconstruction (Five Years
2020-2024)

Determine when sufficient debt has been
eliminated. Gradually lower the inflation
rate and make this intention public.
Stabilize the capital base of insurers and
banks. Plan on assisting them for ten more
years.

Create plans to greatly reduce the size of
the US government. Cut military spending
by 70%. Feds should regulate a clean
environment, anti-trust, legal system, and
national defense.  Fixed US tax rate of
15% up to 500k in income.

4. Switch to a gold/silver currency system
v ot e with lmeatath sakingvlesesage. o u t .

phone

Of all the reforms we need in America, none is
more important than completely transforming the
campaign contribution system. Many of the
major leaders in congress are corrupt to the core.

They were paid off to pass the laws that enabled
subprime, liar-loans, 40:1 banking leverage, and
even lIraq war profiteering. The SEC is
corrupted by a leadership anticipating a move
into jobs on Wall Street; Congressmen take
lobbying jobs after they lose office; our
presidents are corrupted by donations to their ego
driven presidential libraries.

A successful transition of the American economy
is impossible until the motivators for these venal
bastards are purged from the political system.

TN RETURNING MY
BONUS... Now GIVE

BACK M CAMPAIGN
CONRIBUTIONG/

Real Estate as an Income Source

The average price of residential real estate
continues to fall as tracked by the Case-Shiller
housing index. The index dropped by almost
20% over the last year.

In some areas of the country prices are stable and
even rising. Some experts predict that home

~14 ~
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prices will fall another 20% and that may be true.
TGR believes now is the time for adventurous
investors to begin educating themselves and
consider investment properties for income.

Apartments and multi-unit rental properties are

The price decline in the shares of REITS has
been amazing. The S&P500 is off 50% but
REITs as measured by VGSIX are down
approaching 70% over the last two years. The
yield on this fund is over 11%. That sounds

very good long-term income vehicles in _an great but i1itds not a dea

inflation _environment. They have to be

purchased at the right time, right location, and Abloodbath | ike this canod

for good terms. marvelous gems of value as the properties are
auctioned off by the banks. Too many properties

| donot cor WAMGURRD SPECIALIZED PORT INWC. as of 27-Mar-2009

a suitable income Flmyggpe | 1 1

property T t h ey 0 25 ®1p0-day A T

place to live. An

investor needs multi- 2°T 1

unit rentals to generate

enough income. For 15} 7

reasons of space, |

canot deve

theme much in this 1of

issue but will touch on

some key ideas and

expand them in a later

report. TF

for you to buy s “Sepi7 Tanta IR el Tanig

buildings right now because the price trend is means some will languish for a long time.

still down. This is a great time to learn about Others, in the path of evolving demographic

your local market. Real estate is local T not trends will do very well. There lies the danger

national. and the opportunity.

Market panics occur at turning points and this | worked for quite a few years as a real estate

real estate collapse is one of the greatest in agent and as a property appraiser. Watching my

history. Thé paid lws hihroostly ov d ro.cal mar ket , 1 6ve obser

in the residential market but we have a very large for sale at great prices and quickly sell. Shrewd

debacle ahead in commercial real estate loans investors are cherry picking their opportunities.

and that means more pain for the banks.

America will transition away from a consumer Summary

society over the next decade. That means we Thereds no evidence to

have far too many shopping centers. We have get back into the stock market. Indicators of the

far too much retail space. A contraction in retail economy are, at best, undecided. My stock

and consumer spendin g me ans t h e r mdde is fienky oueof tee market.

office space too. People always need a place to

live but they can work out of their home rather My bond model is still in the market but it tracks

than pay rent somewhere. Treasuri es. The | ow yi
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money to be made. In consideration of the
forward risks from debt monetization, Treasury
rates would move to the upside if not artificially
suppressed by government interdiction. Yields
on corporate bonds continue to creep upward
expanding their historic spread with treasuries.
The US bond market is not a place where we
want to be.

Commodities are
they respond if stocks again slump as my model
i ndi cat em rushtoBuly. eStoaksarsthe
commodity sector may be mimicking the
temporary strength in equities. Gold will mark
time until inflation enters consumer prices. Until
then it will act as a dollar hedge.

A dollar panic could cause a surge into stocks T
thi s canot be rul ed
earnings to support their valuation, and without
it, a blind rush into equities will amount to just
another bubble.

Someti mes itdos best
holdings are in cash and gold.
This period o f pause in the

through the end of the year. The situation
becomes more dangerous the longer the
problems fester and there seems to be no cure for
the infection of debt. The US leadership needs
to present a plan to eradicate debt and give the
nation hope and a goal with a real solution.

The government 6s
with propping up the failed mega banks indicates
the system is trying to save itself and prevent a
needed cleansing, contraction and reformation.
The solution is always more taxes, control and
rules. Thatods all a

The deflationists tell you to hold dollars and to
ignore the far greater danger of the decline of
empire. Ot her s
are changing. Guys like Warren Buffett have
spent 50 years doing well playing by the old

out .

money

simply

rules but have stumbled badly. | suspect many
super rich guys are like the old aristocracy of
France whose belief in the system and privilege
was so unshakeable that they ended up executed
rather than consider a Plan B. Or the aristocrats
of old Spain with their treasure galleons looting
the gold of primitive nations. What a business
model they thought. They spent themselves
broke on a worldwide empire trying to protect

2003 America with hundreds of overseas bases
and a phony war on terror to keep the home
population fearful while the generals pillaged for
energy? It's crazy but empires never let go
gracefully until forced by crisis. Well, it& here
and someone needs to speak the truth to the
American people.

Stocks,

Q&A:

however,

Qy oWe idy§ & Rich

balance, and 40% of liquid assets in 1 Oz gold
coins. We agree with your 1-5 year outlook on

e ghs qipl(l)arm )')'he g\;lgn}ﬁn@) i§ wh@t 1o got with the

other 60% of assets that are in several reputable
brokerage money markets. We dond t I
way the financial winds are blowing again and
feel some major devaluation or a new currency
might take our cash accounts down 25 to 75% on
the dollar on some dark, foggy, Friday the 13th!
If you are only 10% in gold, are you not faced

itk thensime gilgmma? nThs Pgndoca@ Box |
think would be of interest to most of your
readers.

A. Many people are waiting for rising inflation
before buying precious metals. You clearly have
g hropder ;perspectiye., Wygh of the talk right
now about dumping
expect the dollar to lose its reserve status until
t he wor Ingl systems kara mdeei stable.

f i r mi n gthely lings of tradlel | Howweag ittany tifterensie e h o

need

bakesiderlpme pWéﬂ} Wgnal

k e

t he do

TOe oUp gopuld acually want thisytg pappgnp g

because it would provide much more freedom to
inflate the currency.
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Inflation would follow after a dollar devaluation
due to the rising price of imports. The history of
devalued currencies shows that devaluations
occur in spasms and not all at once. |
recommend a core gold position of 10% as a
minimum. A person with a large mortgage and
big monthly cash expenditures should have a
much smaller gold percentage than a person with
a large cash position, living on a fixed income
and with no monthly payments. The percent in
gol d depends on one
would be irresponsible of me to suggest an
amount that could be reckless. If inflation does
strike, there will be assets in addition to gold that
we can invest in. Your 40% in gold will go a
long way if the dollar hits the skids. |
put all my money in gold but for some people
perhaps 30-50% is reasonable if they can handle
a big bet.

Q. Your latest report continued stressing that
stocks are heading down and your model was out
of stocks. Would you recommend to quit stocks
altogether now or it is too late as I've already
lived through the 2008 decline and might realize
the losses permanently if I quit now? In order
words, what would be the correct interpretation
of your model status - does "out of stocks" mean
one should have moved out WHEN the alert
came out or the recommendation to move out
remains correct AT ANY TIME as soon as your
Web site shows "out of stocks"? My time
horizon is 25 years. | completely understand that
you don't give personal investment advice and
that's not what I'm asking for. | rather want to
understand how to comprehend your model
recommendations correctly.

A. Historically, my stock model has given a buy
signal very close to market bottoms i within
about 5%. Riding the market down because of
previous | osses
has happened in the past is irrelevant. At the
time of your email on 2 March 2009 the S&P500
was at 700 and
14% rise. If it falls back down like my model

probabl deflaiosndt a

suggests, then
markets go far lower than people can imagine.
The real decision is how much do you trust my
timing methods and honesty and ability to
continue past successes. These are all
uncertainties.
portion of your portfolio and compare the results
after a year. With a 25 year investing horizon
you can afford a lot more mistakes than someone
age 60.

Qc Ormr Februaryslti, Bloomberg BusaassdNews t

reported that China was seeking "guarantees"
for its US Government debt and it now appears
they got it. Well placed senior sources at the US
Embassy in Beijing CONFIRM the formal

w o u | d nvitten agreement was delivered by Secretary of

State Hillary Clinton during her recent trip to

China.  This means that in the event the US
Government defaults on its financial obligations
to China, the Communist Government of China
would be permitted to physically take -- inside
the USA 1 (via Eminent Domain) land,

buildings, factories, perhaps even entire cities -
to satisfy the financial obligations of the US
government.

A. Eminent Domain has nothing to do with

Chinadebt. Y 0 u 6 r e I'nrsuregChina wants
guarantees. It also wants to buy US assets at low
prices and pick up technology. I don't think the
US needs China to buy more debt since there
isn't enough free cash remaining in the Milky
Way to pay for our future deficits. England

today announced, obliquely, that it will monetize
debt and that's where we'll go too (a week later
the US announced monetizationtg). China
wants protection from future inflation but
probably won't get [

its debt - it will be monetized and that means

i nfl ation and t hiedtabdus.
This ties in to another question below about

good i dea.
Q. | am a new subscriber (Feb), awaiting

t. o d alyh ait toppsrtuadi¢s tosneest acoordiBgodyour smart
portfolios. | have a few questions. (paraphrased
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to the key detail$ tg) When your model is in a
buy mode, is there any reason not to put up to
30% of my cash into the asset right way even if |
missed the initial signal? In general, when
investing do you generally suggest to reinvest or
pay dividends and capital gains?

A. If you miss the initial buy signal | would not
buy the asset if the price has moved up
significantly. 1 will normally give an opinion if |
believe a buy is a trade opportunity or a major
cyclical change. The decision to reinvest
dividends depends on if you need monthly cash
flow or can afford to let the gains ride.

Q. When the US stock model indicates IN, do
you also recommend going in on REIT,
commodities, and international stock indices?

A. US and major foreign stock indices are often
tightly correlatéd. b
smal | and | arge <cap
have a timing model for REITs and commodities
and they donot
For REITs | look at yield and the price trend.
For commodities, | look at the components and
see if the whole class is moving together.

Q. Your latest issue says nothing about inflation
protected securities (TIPS), which you earlier
thought had merit. Has your view changed?
How about GNMA? Do either of these provide
any stable security?

A. | like TIPS (VIPSX +5.5% ytd) and short
term bonds (VBISX +.4 ytd) better than other
bonds <cl asses
inflation. GNMA has little credit risk.
Vanguardos VFI 1 X
duration T that shows the Vanguard people are
playing it careful. GNMA is up 2%. These are
good assets if part of a broad portfolio. VFIIX is
safe credit-wise and | owned itf o r
hold any bonds right now but I might consider
VFIIX with such a short duration.

correl atbecwusth

because

( GN MA) denrarad $or gaods.| Thankgou.2 . 3

year s.

Q. You b6 r e uss behirel us withgou being

out west and all, so | just wanted to give you an

ear | y -upioh efardosm t he east ¢
Leader o h a(313/08) nthere 9 noc e d
financial/stock/mortgage/economic/banking
crisis. Il tos allreuwood
Champaign corks are a popping. As you
wereécrisis cancell ed.

A. Obamads job is to buil
trying to fix the mess. Your portfolio could be a

casualty believing any politician.

Q. Are the alerts to subscribers sent out via
email? | noticed in the subscriber section that
you posted one on 3/16 but | didn't receive an
email. Just making sure my email address is in
your alert database.

A. The comments posted in the subscriber area
of the web site aren't alerts but just observations

u ¥ omtHds bthaty dayp oAleits aen buy and sell
f o mecomdmendaionsandfsubscribets areonatified by | do

email. | rarely send out emails to subscribers

My demnodtc k| imoa el o
talk that doesndt put mo
Q. 1 would like to hear your thoughts on the
deflation argument for the future. It seems too

many people are assuming we will have a lot of

inflation in the coming years and I'm wondering

if a contrarian view might be more likely. What

about the argument that we won't have all the

billions in home equity or gains from the stock

market to spend on consumption like we did the

last 20 years, especially as wages begin to fall as
desperate people take jobs making less money

tthianetheyonmade befora.i Gardy $hillingnmakesree t o

pretty good case for deflation based on waning

year

A. This Inflation/Deflation argument has become

a religion for many. It's not either-or. It's both

but when. | read Shillings book 'Deflation' back

in 2000. Idto dcdlldnea n d h e Gsmartguy ver y
and | respect his opinion. However, the book

was written in 1999 and pastor Shilling wasn 6 t

right until 2008. We had a commodities boom

and soaring gold prices after his book was
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published T the opposite of what he predicted.
Some notable people now warn of inflation from
money printing. They'll also be right at some
point. When/If inflation comes it will show up
in commodity prices. It's not here yet. We have
falling asset prices and maybe some deflation.
Consumer prices are not falling like the
deflationists would have you believe. Inflation is
much more common than deflation over time.
How we get prolonged deflation in a fiat money
world is beyond me. | don't belong to either
church. I've not committed to commaodities yet
and won't until | see some upticks in inflation. 1
own gold as insurance because of dollar risk and
not because of current inflation though it serves
both roles and | bel
most likely after the dollar loses reserve status
because there will be no more restraints on the
Fed/ Treasury. I
happen.

Q. In your March letter you wrote that gold
prices "above $800 are anticipatory." Do recent
events ratchet that number up a bit? I'm only
asking what you think for yourself - | know you
can't give personal advice - but I'm curious. |
also remember reading a few letters ago that you
think  eventually — multi-unit  real estate
investments will make sense. I've been digging
through foreclosure properties on-line, hoping to
find an interesting investment opportunity. Do
you think today's events make real estate more

interesting and worth starting the research
process?
A.l 6ve calcul ated the

about $800. This is based on 40 years of gold
pricing and applying an inflation calculator to the
vari ous price
show the logic but essentially it shows that
inflation since 1971 would price gold at about
$730 to $800. | picked the higher number
because | think gold was underpriced early in the
1970s. The reason to own gold is my fear of a
dollar collapse from debt and future inflation.
The trigger will be the loss of reserve currency

canot

points.

status for the dollar which will unleash the forces
of chaos. Until that happens a price of gold over
$800 is antici
gold-bug crazy. The fear of inflation is real 1
just ask China.

| think real estate will offer tremendous
opportunity in the years ahead once (and if)
inflation kicks in. | spoke with a guy today who
has a total income of $45,000 and is building an
$800,000 house. He lost his big job and was
worried about foreclosure. The bank is now
begging to make him a 30 year fixed loan at
under 5% to get money out the door. The
government wants money lent out to anyone

how wi | | he pay off
predict when it w
Q. Have you seen the videos at

http://www.chrismartenson.com/?

His conclusions are right in line with yours,
Shadow Statistics, etc., but he really brought
everything together and explained why in a way
that makes a lot of sense. He contends that our
fiat money system, by its very design, requires
exponential (x% per year) economic growth,
inflation, and debt, which makes our current state
of affairs a natural outcome of the system. Do
you see any holes in his argument?

And as | understand it, every major country in
the world uses a fiat money system, so there
wouldn't appear to be a safe haven in anything
other than physical assets like precious metals

f and commoditiess ¥Vhaip is yoareratiandle fay

investing in foreign currencies as an inflation
hedge if that is the case -- that the US debt is so
muthflarger thae everydre elsé's that éhe dolkart
will end wup being the biggest loser?

Also, if he and the Shadowstats people are right,
the government understates inflation quite a bit
(on the order of 4 to 8 percent so far), making
TIPS a questionable inflation hedge. Would you
agree?
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A. | viewed the info and highly recommend the Best Regards,

Chris Martenson site to all subscribers. His Southwest Ranch Financial, LLC

analysis is logical. Our financial system required (www.gleasonreport.com)

ever increasing debt and leverage and it just Tom Gleason, Manager & Researcher

collapsed. | have no problem with foreign

curr enci es I n a portf ol iAathorbfuHow TelavestdftYou Qant#\ffoadn t e e
theyoll do better or wdoelsse (Frde Hbownioad bnhhe weldi)l | ar . T

currencies of commodity countries like Canada
or Australia might seem like better bets T my

guess. | donoé6t agree with SdmaGteasowisad degtees in financeand h a t
the inflation is really 4-8% higher than the information systems. He's worked as a bullion
government reports 1 at least looking at dealer, fraud investigator, real estate appraiser
consumer prices i maybe Mr. Williams is and financial analyst.

measuring something else like money supply.
Previous eletters for the past year can be viewed

Q. It is very hard not to add some exposure to on the TGR website.

the market (comment madealuring the recent

stockrun upi tg) especially when one sits on the To unsubscribe, send a blank email to:

sideline with cash newsletter-unsubscribe@gleasonreport.com

A. I t 0s even harder t o have patience and
preserve precious capital until the time is right. Privacy Policy: SWR never shares user

A person can work their whole life to earn their information or email addresses with anyone -

savings and | ose hal f oferiod $WRiddesnet dcogpt advertisihgh s as we
seen.

Q. I've been paying attention to Peter Schiff for

a while, and he seems to be pretty accurate. | was

hoping you might oblige me and suggest any

regular reading or anymore relevant books.

A. Crash Proof by Peter Schiff is an excellent

book. Schiff takes a lot of heat but the guy is

consi stent ankhis\hdeo@agsitbeen ri ght .
al. ( Not e: I di dnot agree with Schiff about
buying foreign stocks). Another good book is

Buy Gold Nowodo by SHHeyrse aMc Gui r e
Texas pension fund advisor and not a gold bug

or a fanatic. Stephen Leeb just came out with a

book, G aanddt m&chee mycforecast

that rising commaodity prices will choke off any

economic recovery. None of this is wild-eyed

stuff i these are analytical and thoughtful books.
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