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S&P500 at 1057 

                    

 

 

 
 

Stocks 

The stock market continued its advance in 

September despite negligible improvements in 

corporate earnings.  Last month I presented 

evidence that the Treasury is mainlining money 

through the zombied banks directly into the 

stock market.  There is a short and long term 

objective to this.  Short term, it‟s necessary to 

push up stocks to rescue the financial system.  I 

quoted Alan Greenspan‟s recent Financial Times 

op-ed article where he explained that by stock 

prices going up the rest of the economy will 

follow – at least for a while.   If people see their 

account balances rising they‟ll feel more 

prosperous and inclined to spend.   

 

The longer term reason is the US financial 

system is bankrupt.  If stock prices remained low 

for a year then pension funds would teeter on 

insolvency and so would insurance companies.  

Everything is linked to equity prices.  So, the 

government‟s actions, although contrary to free 

market ideology, were necessary to prevent a 

meltdown.   

 

I also explained that the plan is for the Treasury 

to withdraw its money from the markets as 

private money enters.  The retail investor always 

buys near the highs and exits at the lows.  By 

creating an upward momentum in stocks, the 

Treasury knows Wall Street‟s financial advisors, 

shills, and hacks will induce their trusting 

customers back in. That‟s exactly what is 

happening. 

 

Global and emerging markets bond funds, as 

well as global stock funds and sector funds, saw 

year-to-date high inflows during the week ending 

Sept. 17. At the same time, money-market funds 

saw their second-biggest weekly outflows this 

year, according to Boston-based fund tracker 

EPFR Global. -Marketwatch 

 

I saw a fellow on CNBC this week gushing how 

the market‟s PE is only 14 and there‟s big upside 

potential.  Actually, the PE is 26 based on year-

ahead Reported Earnings.  Nobody cares.  The 

end result will be another fleecing but by then 

the Treasury and the insiders will be long gone 

so where‟s the harm, right?  

 

My Stock Model remains out of stocks because 

it‟s based on valuation.  The market is not 

trading on valuation but a combination of animal 

spirits and Treasury starter fluid. It‟s clear to me 

that the government will have to stay in the 

markets for an extended period while nations 

attempt to repair the world‟s financial systems.  

They‟ll print money and provide credit and do 

whatever else it takes to prevent a relapse.  Since 

America‟s consumers are tapped out with no 

income growth in ten years and little in savings 

and a reduced inclination to borrow, it will take 

quite a long time to execute a repair.  Thus, we 

are entering into a period of momentum 

investing where surges and backflows of retail 

and government money will present tradable buy 

and sell opportunities.  

 

To that end, I‟ve spent the last couple months 

developing a momentum or trend timing system 

for stocks.  A lot more on this in a bit.    

 

http://www.marketwatch.com/story/investors-head-back-into-riskier-mutual-funds-2009-09-18?siteid=yahoomy
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The upward trend in stocks does have 

consequences for the government.  The S&P500 

is up roughly 15% year to date and the dollar is 

down the same amount.  All this spending is 

weakening the dollar.  Stocks are up and the 

dollar is down.  In terms of purchasing power, 

the net balance for a stock investor is zero gains. 

Gold is up about 15% too as it has moved 

contrary to the greenback.  So, if you had an 

allocation to gold and foreign currencies like I‟ve 

suggested,  you‟ve done well.  Holding cash and 

trying to be safe has been the biggest loser.   

 

I do know that in the near term stocks cannot 

sustain themselves this far above fair value 

without retail money or continual intervention. 

 

The folks at ZeroHedge.com have been tracking 

the stimulus money as it‟s mainlined into stocks. 

See the graphic above.  

 

Source:  

http://www.zerohedge.com/article/correlation-

sp-500-performance-fed-monetization-activities-

start-qe 

 

 

Investors can‟t earn any money on cash with the 

Feds Fund rate at zero.  Money is moving into 

other asset classes and chasing returns. The 

Treasury/Fed are goosing the markets amid a 

weakening consumer sector.  This is bizarre stuff 

but the markets don‟t seem to care. 

 

If you don‟t want to lose money then you have 

choices to make.  You can wait in cash and hope 

and pray the dollar somehow survives.  You can 

buy some gold and foreign currencies and wait it 

out.  Or, you can allocate some capital to market 

timing of the asset classes and swing trade the 

momentum.  Market cycles will be more volatile 

in the future with sharper swings.  This will 

frighten many investors who will seek the 

perceived 

safety of cash 

for the long 

haul.  I 

believe that‟s 

a big mistake. 

 

From this 

point forward 

we have to 

carefully time 

capital entry 

and extraction 

points for 

stocks, gold 

and 

commodities.  

Momentum 

and not 

valuation is in charge. I don‟t believe staying in 

cash will have a good end.   

 

Eventually, money market rates will have to 

provide a positive return above inflation or the 

dollar will plunge.  But higher real rates will pull 

money out of the stock market and dash the 

government‟s plans.  Expect real cash interest 

rates to remain low.  For how long?  The 

timeframe all depends on if America‟s financial 

source:%20%20http://www.zerohedge.com/article/correlation-sp-500-performance-fed-monetization-activities-start-qe
source:%20%20http://www.zerohedge.com/article/correlation-sp-500-performance-fed-monetization-activities-start-qe
source:%20%20http://www.zerohedge.com/article/correlation-sp-500-performance-fed-monetization-activities-start-qe
source:%20%20http://www.zerohedge.com/article/correlation-sp-500-performance-fed-monetization-activities-start-qe
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systems can become self supporting again and if.  

It might take many years.  

 

 

Bonds 

There is no sense owning long term bonds with 

rates this low.  The 10 year Treasury bond is 

well under 4% and 20 year AAA corporates are 

just above 5%.  Considering the future inflation 

risk, I would stay away.   An index whole market 

bond fund like Vanguard‟s VBMFX remains a 

safe parking place because the duration is not too 

long and it holds a broad mix of issues.   

 

Inflation remains muted but pressure is building. 

The Future Inflation Gauge from the Economic 

Cycle Research Institute moved up strongly 

again this past month.  I said last month that 

inflation would bottom later in 2009 and this 

confirms it.   

 

Alan Greenspan was talking to the Tokyo clients 

of Deutsche Bank Securities and discussing the 

bond market. 

 

Greenspan, speaking via videoconference from 

Washington, indicated that successor Ben S. 

Bernanke and his fellow Fed policy makers have 

until next year before inflation will present a 

danger.  

 

“We’ve got worldwide disinflation in train and it 

will continue for a short while,” he said. “Our 

model says that by the early months of next year 

the rate of inflation will fall below 1 percent on 

an annual rate” before increasing. 

 

Greenspan‟s words confirm my analysis.  Many 

investors are convinced we‟ll have deflation 

forever.  This is a psychological warfare tactic 

the FED is using to push down inflation 

expectations.  Expectations drive inflation and 

not money printing alone.  Greenspan‟s 

comments and the data I‟ve provided are 

confirming that inflation is coming back and 

expectations will begin to change.   I‟m quite 

surprised that some excellent bloggers and 

commentators buy in so strongly to the deflation 

myth.  I‟ll agree that asset prices like housing 

and office buildings are in price decline trends 

but you can‟t extrapolate that to consumer prices 

and monetary expansion.  The government‟s 

printing press will always win.   

 

The Maestro continued. 

 

Greenspan said that if there were a significant 

issuance of Treasury securities that increased 

the national debt, “there would be of necessity 

downward pressure on the dollar.” At the same 

time, he said, “you can’t say that without saying 

what the counterparty currency would be.” 

[Greenspan-Speak for “Watch Gold” – TGR] 

 

Greenspan said one threat to Treasuries is the 

“very dangerous” level of U.S. national debt. 

“We’ve got to confront that issue immediately,” 

he said.  

 

“The next six months seem reasonably easy to 

anticipate: no inflation, good economic growth,” 

Greenspan said. “Things are turning and it looks 

good for the near term.”  

 

Greenspan said last month the U.S. economy 

could resume growth with a 2.5 percent 

expansion in the current quarter, while adding 

there was still a risk of a “second wave down.” 

Source: Bloomberg 

http://www.bloomberg.com/apps/news?pid=206

01068&sid=ajTHW2dMQ3fM 

 

At some point in the future, the FED will begin 

raising short term interest rates.  They‟ll wait 

until inflation starts moving up.  I suspect they 

will keep the Feds Fund rate under the inflation 

rate for a long time.  Offering investors real 

interest rates much above zero would cause cash 

to leave stocks and move into short term bonds.  

In a fragile economy pumped up with debt 

spending this creates a real conundrum.  If they 

raise rates too quickly stocks will crash.  If they 

http://www.bloomberg.com/apps/news?pid=20601068&sid=ajTHW2dMQ3fM
http://www.bloomberg.com/apps/news?pid=20601068&sid=ajTHW2dMQ3fM


The Gleason Report                                                                                                                   October 2009 

 

 

~ 5 ~ 
 

let inflation run up then fixed income will crash.  

This means they‟ll draw things out and be very 

careful.  At the same time, the world knows it‟s 

necessary to move to a better currency system 

than the dollar.  Foreign governments will take 

every opportunity to exit the dollar but can‟t 

move too quickly or the dollar will crash along 

with equity markets. 

 

Here‟s the key takeaway.  The seesaw between 

rates and inflation will create volatile markets 

and trading opportunities in stocks and 

commodities.  A successful swing trader can 

play the price movements for gains.  But, non 

trading capital must be protected from the fragile 

dollar. 

 

For example, TIPS investors are up about 6% 

year to date whereas international TIPS (WIP) 

are up 17% due to a falling dollar.  If real rates 

go positive, the dollar could strengthen but that 

would kill stocks.  If inflation goes above 5% 

stocks are in trouble and so are bonds.  It will 

take years to repair this mess. 

 

One thing we know for sure.  The aging US 

population will never spend and borrow like 

before.  So the question is, “how will 

governments keep inflation 

under control while trying to 

shift consumption to Asia to 

keep growth expanding.  That 

will be a big task and probably 

not doable.  I can‟t predict the 

timeframe for the world 

economy but it looks dicey.  

Stocks, gold, bond and cash 

asset classes are all in play. 

 

As a side note, the Treasury is 

no longer providing its 

emergency guarantee on money 

market funds.  I don‟t think 

that‟s reason for huge concern as these mutual 

funds are liquid.  The real risk would be if 

corporations start cascading into bankruptcy and 

their commercial paper gets marked down.  

Many treasury money market funds have closed 

to new investors since the markets pay zero 

interest.  It costs them more to manage the fund 

than they can earn on the securities.   

 

Folks, in a world like this you need to own some 

gold.     

 

Gold 

Gold prices that jumped above $1,000 an ounce 

this week are signaling that investors are buying 

metals to hedge against declines in currencies, 

former Federal Reserve Chairman Alan 

Greenspan said.  

 

The gains are “strictly a monetary 

phenomenon,” Greenspan said today at an 

investment conference in New York. Rising 

prices of precious metals and other commodities 

are “an indication of a very early stage of an 

endeavor to move away from paper currencies,” 

he said.  

 

“What is fascinating is the extent to which gold 

still holds reign over the financial system as the 

ultimate source of payment,” Greenspan said. 

 

 

Gold continues to chug higher with its usual sell 

offs.  Yes, gold is rising against all currencies 
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over the past year but look more closely.  Since 

March, bullion is rising against the dollar but 

isn‟t as strong against most other currencies.  It‟s 

actually fallen recently against the Yen, Euro and 

others.  This means the dollar is the currency 

bearing the brunt of declining confidence.   

 

You can view all the gold/currency charts at 

http://www.research.gold.org/prices/daily/. If 

there‟s another financial crisis, I don‟t expect a 

rush into the dollar like in 2008. 

 

 

Commodities 

The commodity market has backed off.  It 

leveled off almost exactly after I issued my Sell 

Alert for the asset class.  Going forward, 

commodities may provide excellent gains but it 

will be tricky.  It all depends on the global 

economy.  For this reason I‟ve developed a 

momentum market timing model for 

commodities and am excited to present the 

details about it to you in this newsletter.  I‟d 

been trying for years to develop a model that 

captured all the gains and with a very high trade 

success percentage.   

 

My model is not for day traders.  It‟s for long 

term investors who want to include commodities 

in their portfolio but want to avoid steep losses.  

My model rarely trades and the performance is 

superb.  Again, more on this in a bit. 

 

The CFTC is examining commodities futures 

funds to see if they are causing speculative 

swings in commodity prices.  They‟re talking 

about placing constraints on etf products like 

DBC.  It‟s too early to know how this will affect 

the ETFs as an asset class vehicle but the buzz 

isn‟t good.  We‟ll have to wait and see. 

 

 

The Momentum Era 

What is momentum trading and why should you 

care?   

 

Several very bright market commentators are 

predicting a huge downturn in stocks because 

they correctly state the market is over-priced 

relative to earnings.  They‟re missing an 

important point.  The market can‟t be allowed to 

fall during the financial reconstruction period.  In 

order to keep investors in the market the 

government will have to maintain positive 

momentum in stocks.  I expect the stock market 

to hover close to key moving average levels for 

some time.  (I‟ll use the abbreviation MA for 

moving average). 

 

Many financial advisors and speculators use 

primitive timing methods based on MAs.  The 

200 day and 300 day MA are the most common.  

Next down the line are poor timing methods such 

as Elliott Wave, Dow Theory and foolishly 

projecting chart trend lines into the future.  These 

things don‟t work. Very costly! 

 

MA systems can come close to the returns of buy 

and hold and actually beat it if you include 

interest income when out of the market.  It‟s not 

voodoo.  MA systems are based on price 

movements relative to an average.  A system 

based on price is a momentum system. 

 

MA systems buy when the price moves above 

the average and sell when it goes below.  You‟ll 

often hear commentators say something like, “if 

the market goes above 1180 then we‟re going all 

in”.  They‟re actually discussing a moving 

average and sometimes they‟ll admit it. 

 

The moving average of the S&P500 is important 

because as stocks rise above these averages, 

people become more positive on stocks.  It juices 

up their greed.  This psychological phenomenon 

is important. It makes the Fed‟s job a lot easier 

because they understand the psychology that 

drives markets and can manipulate the markets to 

draw in retail investors while they ease their own 

money out. 

 

http://www.research.gold.org/prices/daily/
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Here‟s the S&P500 with the 200 and 300 day 

moving average lines.  Notice how the market 

gained strength once the price broke decisively 

over the green 200 day MA.  

 

 

Source:  finance.yahoo.com 

 

In early 2008 the MA method got you out of 

stocks above 1450.  In 2009 they got you back in 

around 900 to 980.  You might be thinking, 

“Yowser Uncle Tom, these moving averages 

look like a good way to get into and out of the 

stock market”.  What‟s not to like?  People look 

at these charts in hindsight and see how they 

could have saved their financial hide.  They then 

extrapolate forward and figure this is the way to 

invest.  So many people use MA methods that 

this technique can actually drive market action. 

 

Here‟s the problem. A MA system is a “trend 

following” tool.  By definition it will always lag 

the market on buys and sells.  In other words, it 

leaves a lot on the table on most trades.  

Furthermore, you never know if a sell signal is 

for a small decline or a big one so you can‟t 

second guess it.  If it says sell, get out. 

 

Used real time and with real money, these 

systems can suffer from frequent whipsaws and 

too many trades if used on a weekly basis.  The 

losses nibble away at your capital. Using a 

monthly 

system 

reduces the 

number of 

trades but 

increases the 

likelihood of 

a larger 

drawdown.  A 

drawdown is 

a fancy term 

for a big loss.  

It all depends 

on if the 

crossover hits 

early or late 

in the month 

in a falling market. 

 

I‟ve written a software program that can test 

moving averages of any duration for any market.  

In 2003 I wrote a white paper on the subject and 

it remains one of the most heavily accessed 

articles on my web site. Here‟s the link for my 

old paper Moving Average Timing Systems.  My 

paper proved mathematically that simple MA 

systems can easily beat buy and hold.   

 

The conclusion of the paper was that all the 

stories you read about market timing being 

impossible are pure bunk.  It‟s propagated by 

people who don‟t take the time to do some basic 

research.  I never formally published my results 

in a trade magazine.  Why?  Because to me a 300 

day MA system is primitive compared to the 

methods I personally use for market timing. 

 

My original study concluded that the 40 week 

(aka 10 month or 300 day) MA system worked 

the best.  Returns could be further enhanced by 

using a second 10 week crossover average.   

 

http://finance.yahoo.com/echarts?s=%5EGSPC#chart3:symbol=^gspc;range=5y;indicator=sma(300,200)+volume;charttype=line;crosshair=on;ohlcvalues=0;logscale=off;source=undefined
http://www.gleasonreport.com/documents/ma-systems/movingavg.htm
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Most people use a simple 300 day system.  It  

doesn‟t have returns as high as the method I 

devised in my paper or as high a trade success 

rate but the 300 day method is easier to use. 

 

Let‟s update the research and re-test the 300 day 

MA on the S&P500 from its modern initiation in 

1957 to 2009 – that‟s 53 years of data.  I‟ll use 

monthly closing prices.  For the 53 years, a 300 

day moving average system did fairly well.   

 

Using a simple 300 day MA, 62% of your trades 

were wins.  You were in the market only 67% of 

the time.  You gained 84% of the SP500 points.  

Investing cash at 5% when out of the market 

means your $10,000 reinvested total return 

would be $460,000 versus the $242,000 for 

B&H.  That‟s almost twice as good as B&H.   

 

The average gain per winning trade was 14.7% 

and the median loss on a losing trade was 4.6%.  

I‟m using median average rather than numerical 

average.  The median is the loss in the middle of 

all losses.   

 

It had 14 losing trades out of 37.  The largest 

one-time loss was about 12% in the 1990 bear 

market and another 9% in 1987.  These figures 

may be different from someone else‟s analysis 

based on if they 

used average 

monthly prices 

or month end 

prices. 

 

This system does slightly better in prolonged 

bear markets than in bull markets. 

 

Now you can see why people use this timing 

system.  The losing trades are high but the actual 

losses are manageable and the wins are good.  It 

keeps you out of bad trouble. As MA timing 

systems go, 

this is state 

of the art.  

And, a sad 

state it is!  

Why do I say 

that?  Because it doesn‟t hold a candle to the 

TGR Trend System.   

 

 

The TGR Trend Model 

My new trend timing includes two features never 

present in a simple MA system.  It includes 

“circuit breakers” and the ability to calculate the 

“resonance” of a particular market.  A circuit 

breaker is a danger condition that might presage 

a large downturn in the index.  It can also help 

avoid a false bottom. In short, it‟s able to look at 

other market variables.  If the circuit breaker 

trips it immediately exits the market regardless 

of the current price.  

 

The „resonance” means my model is adaptive to 

the cycle of a particular index.  Many markets 

have a different resonance although for specific 

markets it stays consistent over time. That‟s why 

my trend model also works on foreign stock 

markets.   

 

Here‟s the back tested results for the TGR Trend 

System for the S&P500 from 1957 to 2009.   

 

The TGR Trend System beats B&H by 69%.  In 

other words it actually accumulates 69% more 

trading points than B&H.  That is amazing for a 

trend following system.  It‟s twice as good as the 

300 day MA system.  It has only 17 trades over 

fifty years, not 37.  It had only one losing trade 
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of 6% in 1960.  It wins on 94% of all trades.   

It‟s in the market only 61% of the time.  If you 

include earning 5% interest on the out months, 

the total reinvested return on $10,000 is 

$973,000 versus $242,000 for B&H.  In addition, 

the TGR model works well if calculated on a 

weekly basis or monthly.   

 

TGR Trend Model versus the 300 Day MA 

Calculated Monthly 

1957 to 2009 

 

   TGR  300DMA 

Raw Gain  409,000 204,000 

Gain w/interest 973,000 460,000 

Times Better  1.69  .84 

Total Trades  17  37 

Losing Trades  1  14 

% Success  94%  62% 

Median Gain  28%  15% 

Median Loss  -6%  -5% 

Time in Market 61%  67% 

 

Calculated weekly, a 300DMA model breaks 

down.  The trade success rate falls to 44% from 

62% and the number of trades more than 

doubles.  Not so with the TGR model. 

 

Below are the trade dates for the TGR Trend 

Model calculated monthly and compared to Buy 

& Hold. 

 

TGR 
Trend 
System 

     Growth 
Of $10K 

 
  

Action Date Price Model B&H 

BUY 4/1/1958 43.4 10,000   

SELL 1/4/1960 55.6 12,802 12,801 

In Cash     373   

BUY 8/1/1960 57.0 13,175   

SELL 9/1/1960 53.5 12,379 12,320 

In Cash     155   

BUY 12/1/1960 58.1 12,534   

SELL 4/2/1962 65.2 14,072 15,018 

In Cash     469   

BUY 12/3/1962 63.1 14,541   

SELL 6/1/1965 84.1 19,385 19,364 

In Cash     1,535   

BUY 1/3/1967 86.6 20,920   

SELL 1/2/1968 92.2 22,279 21,233 

In Cash     557   

BUY 7/1/1968 97.7 22,836   

SELL 2/3/1969 98.1 22,927 22,589 

In Cash     2,006   

BUY 11/2/1970 87.2 24,934   

SELL 10/1/1971 94.2 26,944 21,691 

In Cash     225   

BUY 12/1/1971 102.1 27,168   

SELL 3/1/1973 111.5 29,678 25,672 

In Cash     2,844   

BUY 2/3/1975 81.6 32,522   

SELL 1/3/1977 102.0 40,669 23,487 

In Cash     6,778   

BUY 5/1/1980 111.2 47,448   

SELL 7/1/1981 130.9 55,842 30,138 

In Cash     3,025   

BUY 8/2/1982 119.5 58,867   

SELL 2/1/1984 157.1 77,362 36,155 

In Cash     2,579   

BUY 10/1/1984 166.1 79,941   

SELL 10/1/1987 251.8 121,190 57,962 
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In Cash     6,059   

BUY 10/3/1988 279.0 127,249   

SELL 2/1/1990 331.9 151,388 76,401 

In Cash     6,939   

BUY 1/2/1991 343.9 158,327   

SELL 3/1/1994 445.8 205,208 102,617 

In Cash     10,260   

BUY 3/1/1995 500.7 215,469   

SELL 8/3/1998 957.3 411,943 220,368 

In Cash     3,433   

BUY 10/1/1998 1098.7 415,375   

SELL 10/2/2000 1429.4 540,415 329,051 

In Cash     67,552   

BUY 4/1/2003 916.9 607,967   

SELL 12/3/2007 1468.4 973,601 338,020* 

  

*The 338,020 for B&H is now at $242,000 since 

the market dropped after 2007. The TGR Trend 

Model earned interest since 2007 but short term 

rates are so low I didn’t add it in. 

 

 Which model is better the TGR Value Model or 

the TGR Trend Model?  Both are excellent but 

are totally different.  My Value Model only has 

data from 1979 forward since the data points I 

use didn‟t exist before then.  The Value Model 

picks buy and sell points of the stock market 

based on valuation.  The TGR Trend Model uses 

momentum.  Both provide a way to time the 

stock market. 
 

 I view the Trend Model as a tool to augment the 

Value Model. 

 

The Value Model 

has more trades than 

the Trend Model 

and beats B&H by 

over by a much larger margin.  Since 1979 it has 

performed better than the Trend Model but I 

can‟t back test it for periods like the inflationary 

1966-81 period.  The buy/sell dates are often 

quite close to those of the Value Model.    

 

The Trend Model is statistically valid with good 

correlation between the variables and the 

outcomes.  That means the wins and returns form 

a bell curve and are not cherry picked outliers 

with no statistical validity. 

 

At late September 2009, both of my models are 

out of the stock market.  The Value Model has 

been out since February 2008 and the Trend 

Model exited in December 2007. 

 

 

The TGR Trend System and Foreign Markets 

I‟ve applied the Trend Model to some foreign 

markets.  The results aren‟t overall as good or as 

consistent as for the USA but are impressive.  

The available years of data points are limited 

because these foreign indexes are much newer 

than the S&P500.   

 

In most cases I have less than 20 years of data so 

the statistical certainty of the results leaves 

something to be desired.   

 

Remember, the returns in the graphic boxes 

shown below for these foreign markets and 

commodities do not include reinvested interest.  

Adding in interest earned in the out months will 

show the Trend Model in a better light but first I 

want to emphasize the raw returns. 

 

 

Germany – DAX 

From 1993 to 2009, the TGR Trend Model beat 

Germany‟s DAX index by 2.3 to 1.  It had five 
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trades and all were winners.  The median gain 

was 30%.  It was in the market 62% of the time.  

With interest, my model beat the DAX by 3:1 or 

$108,000 to $34,400. 

 

 

Japan Nikkei  

The TGR Trend Model since 1990 beats B&H of 

the Nikkei by almost 2.6 to 1.  The winning 

trades percentage is only 43%.  The wins are 

large and the losses are too and show a lot more 

extremes than the US.  Keep in mind, this 

timeframe is 

from 1990 to 

present.  

Japan‟s 

market lost 66% of its value over that period 

falling from 37,000 to 10,300.  The model 

maintained an investor‟s $10,000 start money 

over 20 years.  That‟s not great but sure beats 

losing. In that light, the model perhaps did 

extremely well.  It was only in the Japan market 

28% of the time.  During the out months, if 

money was invested at 5%, my model would 

have beaten the Nikkei by 4.9:1 or $19,700 to 

$4000. 

 

UK – FTSE 

The returns since 1985 are good for a mechanical 

timing model.  It underperformed B&H gaining 

79% of the index but the model was in the UK 

market only 53% of the time.  88% of the trades 

were winners.  It had one losing trade of 5%.  

My test results don‟t show adequate over 

performance or consistency with the FTSE.  I‟m 

on the fence on this one. 

 

 

Commodities and the TGR Trend Model 

Since 1961 the TGR Trend Model extracts 91% 

of the gains available in commodities.  It‟s in the 

market 72% of the time.  The trade success rate 

is 83%.  The average trade gain is 56% and the 

two losses are acceptably small and infrequent  

(10.0% in 

1961 and 

0.72% in 

1965).   The 

risk adjusted 

gains are tremendous.  With invested interest my 

trend model beat the commodity index by 1.7:1 

or $1,700,000 to $998,600. 

 

Commodities are an important assets class with 

returns equal to stocks and little correlation with 

the stock market.  As time and space permits, I‟ll 

publish a page with all the trade dates.  You may 

wish to look at these dates and see how they 

correlate with specific commodities that interest 

you.  Or, use the model with a broad commodity 

index fund or ETF. 

 

Summary of the TGR Trend Models 

With the addition of these new trend models, 

TGR offers subscribers the most complete timing 

solution available for managing a balanced 

portfolio.  The 

timing models 

are designed 

to serve the 

cautious long-term investor who needs to grow 

capital for retirement or for funding an education 

plan or a trust.   

 

My new trend models complement my value 

models.  It will allow me to detect a change in 

the market‟s valuation and more closely time a 

sell or buy point by observing the trend model.  I 
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will send subscribers alerts when either model 

changes direction. 

 

There are variations on these models that trade 

more frequently and that have larger wins and 

losses but I don‟t feel they are appropriate for my 

subscriber base.  My objective is to win all the 

time and limit losses and not to engage in 

excessive trading.  

 

I am working on new trend models for the bond 

market and other areas of interest.  I‟ll release 

this information as it becomes available.  I will 

continue to honestly report the results of my 

models on a real time basis and never make 

retractions or excuses. 

 

Trend following systems have severe limitations 

if based on price action alone.  My intelligent 

trend models include circuit breakers that greatly 

limit losses on the 

downside and enter the 

market cautiously.  The 

result is a tool to 

complement the needs of 

the long term investor.  

We need returns that equal 

or exceed the market 

indexes, we need lower 

risk and minimal and 

infrequent losses. 

 

  

Health Care Reform 

Barrack Obama fumbled 

badly on his attempt to 

deliver health care reform.  

Hopefully he can regroup 

and approach the huge 

future cost problem with a 

better mix of honesty and 

cost containment.  His 

original plan was a huge 

looting operation intended to steal from the 

middle class.  The new plan enriches Wall Street 

with few reform measures.  If Obama wants to 

succeed he better stand tall and demand honest 

reform.  This government has to show itself 

capable of honesty.   

 

Of particular concern are the extreme partisan 

right-wingers in Congress who refuse to 

cooperate on crafting a health care package. 

They have no ideas of their own except to 

continue to feed Wall Street.  These guys will be 

marginalized and discredited.  Whether they like 

it or not, health care reform is coming because 

the future financial obligations for Medicare will 

destroy this country if we don‟t get it under 

control.   

 

In 2005 the average primary care doctor made 

$150,000. The CEOs of 23 top drug and health 

care firms were paid $560 million – enough to 

pay the health insurance for 70,000 Americans.  

The system is rigged to benefit Wall Street and 

entrenched congressmen. 

 

The best approach to is to 

force competition among 

providers and doctors 

and stop subsidizing 

Wall Street firms with 

high priced medical 

insurance plans.  Those 

with good jobs now get 

great insurance.  

Everyone else who can‟t 

pay faces financial 

destruction because the 

doctors and hospitals 

won‟t negotiate fees. It‟s 

true.  A hospital will cut 

its room rate by 50% for 

an insurance company 

but will put a lien the 

home of on an uninsured 

person.  

 

We have to make a choice.  Does the 

government take over the whole system and 

force down costs or does competition do it.  

http://blogs.webmd.com/mad-about-medicine/
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Congress can‟t sit in the middle accepting 

campaign donations from the medical industry, 

like Chris Dodd, and doing nothing to contain 

costs.  Let doctors practice medicine not 

paperwork.  We need to get Wall Street out of 

our pocket and the government off our back.   

 

 

The Bipartisan Bipolar Congress 

Where were the congressional critics and their 

anger when Bush doubled the national debt and 

started two costly and losing wars.  These 

actions caused the worst of the housing bubble 

and greatly exacerbated America‟s economic 

problems.  The Bush/Cheney arrogance and 

incompetence set the world against us, 

discredited our currency and exposed our weak 

underside.  Obama may be doing the same by 

juicing up the economy with more debt and his 

giveaways to Wall Street.  There is, however, a 

big difference. 

 

With Bush, the fiscal recklessness was a matter 

of choice. He doubled the national debt because 

he needed public support for his wars. The 

current administration is forced to spend on 

stimulus or suffer a total economic collapse.  

Obama is waffling between dismantling Bush‟s 

wars and starting new ones.  He‟s beginning the 

retreat of the military-industrial empire in Asia 

and Europe. Witness the coming withdrawal 

from Afghanistan and the termination of the 

eastern Europe missile shield.  Then he‟s sending 

troops to Columbia to do who-knows-what 

against Venezuela.  He‟s beating the war drum 

on Iran and blowing more smoke.  

 

The shutdown of the militaristic American 

Model will have to continue regardless of a near 

term recovery in the economy.  We can‟t afford 

the war machine anymore and we can‟t afford 

Wall Street style health care.  It all has to go.  

This country is in for enormous change.  We 

perpetuated this military and Wall Street 

madness until we went broke.  It‟s all over and 

trying to retain it will be our ruin. 

 

 

Leadership Crisis Nearing Danger Zone 
Here‟s a riddle for you.  What do the following 

notable and conservative, super-patriots all have 

in common?  Read the list carefully. 

 

Major General Albert Stubblebine, U.S. Army 

(ret) – Former Commanding General of U.S. 

Army Intelligence and Security Command 

 

General Wesley Clark, U.S. Army (ret) – 

Supreme Allied Commander Europe (SACEUR)    

 

Col. Ronald D. Ray, U.S. Marine Corps (ret) – 

Deputy Assistant Secretary of Defense under 

Ronald Reagan and a highly decorated Vietnam 

veteran (two Silver Stars, a Bronze Star and a 

Purple Heart).   

 

Capt. Edgar Mitchell, U.S. Navy (ret), Doctor 

of Science, Aeronautics and Astronautics from 

MIT – Pilot and Astronaut.  Sixth man to walk 

on the moon (Apollo 14 mission).   

 

Lt. Col. Shelton F. Lankford, U.S. Marine 

Corps (ret) – U.S. Marine Corps fighter pilot 

with over 300 combat missions flown. 

Decorations include the Distinguished Flying 

Cross and 32 awards of the Air Medal. 

 

Major Scott Ritter, U.S. Marine Corps – 

Former Marine Corps Intelligence Officer and 

Chief Weapons Inspector for the United Nations 

Special Commission  

 

Coleen Rowley – Former FBI Special Agent 

and Division Counsel  24-year FBI career.   

 

Harry Samit – Special Agent, FBI,  Former 

U.S. Navy pilot and Naval Intelligence Officer. 

He is most noted for arresting Zacarias 

Moussaoui on August 16, 2001.  

 

Bob Kerrey – US Senator and Medal of 

Honor Recipient.  
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Siebel Edmonds – former FBI translator 
under a US government gag order.  She‟s the 

cover story subject of September‟s American 

Conservative Magazine 

 

Have a guess what they all have in common? 

 

They are all patriots and people respected in their 

career fields.  None of the above people believe 

the government‟s story on 9/11.  They all are 

signatories to a petition to reinvestigate the 9/11 

WTC attacks.  Some of these people say it was 

as an “inside job” and others will only say it‟s a 

cover up.  So, what was covered up?  

Incompetence at DoD and NORAD or the 

deliberate mass murder of United States citizens?   

 

These patriots are joined by over 200 senior 

intelligence professionals, 800 architects and 

structural engineers, and 400 university 

professors and many others. 

 

In May 2009 I wrote my research paper 

explaining how America is in  danger of a Soviet 

style political collapse if the public puts two and 

two together and figures out the linkage between 

our economic problems and the events of 9/11.  

That danger is accelerating.  In May 2009 the 

number of websites carrying the story of 

explosive nano-thermite in the WTC dust was 

1,700.  Today 56,000 sites cover it.  If you 

search Google on “9/11 thermite” you‟ll get 

241,000 pages. 

 

The nano-thermite story is spreading worldwide 

like a fire through dry brush. 

 

The deepest lies of 9/11 are unraveling quickly.  

John Farmer, the man who wrote the US 

government‟s official 9/11 Commission Report, 

now says the report is a lie and a cover-up from 

start to finish.    

 

The 9/11 Commission author now tells us that 

the official version of 9/11 was based on false 

testimony and false documents and is almost 

entirely untrue.  The details of this massive 

cover-up are carefully outlined in a book [The 

Ground Truth] by John Farmer, who was the 

Senior Counsel for the 9/11 Commission.  

 

Farmer, Dean of Rutgers Universities' School of 

Law and former Attorney General of New Jersey, 

was responsible for drafting the original flawed 

9/11 report. 

 

Does Farmer have cooperation and agreement 

from other members of the Commission? Yes.  

Do they say that the 9/11 Commission was lied 

to by the FBI, CIA, Whitehouse and NORAD? 

Yes. Is there full documentary proof of this? Yes.  

-Source:  Salem-News      Source: Veterans 

Today 

 

 

The Sorry State of American Journalism 

As America‟s corruption goes unaddressed by 

the lap dog news media, it goes unreformed. The 

network news media are a cowardly pack of 

panty waists; a kennel of old lady, car poodles. 

NBC‟s Brian Williams postures for the camera 

and blows air kisses to Jon Stewart.  The top 

anchors have no useful function except to show 

deference to power and power‟s paymasters.  It 

gets much worse at Fox with fundamentalist, 

Glenn Beck doing a two hour Curly Joe show. 

 

What is a good journalist?  Listen to Matt Taibbi, 

the writer from Rolling Stone who wrote the 

expose on Goldman Sach‟s flash-trading rip-offs. 

 

“Journalists are supposed to be assholes. The 

system does not work, in fact, if society’s 

journalists are all nice, kind, friendly, rational 

people ….  Daily newspapers are crap for fact-

checking now, even the New York Times (hello, 

Jayson Blair). TV stations, especially the cable 

news channels, are often even worse than 

bloggers, because there we’re often dealing with 

some chattering numbskull like Maria Bartiromo 

[cnbc]  …. Bloggers at least have a neurological 

http://www.gleasonreport.com/documents/blackswan.html
http://www.salem-news.com/articles/september112009/911_truth_9-11-09.php
http://www.veteranstoday.com/modules.php?name=News&file=article&sid=8671
http://www.veteranstoday.com/modules.php?name=News&file=article&sid=8671
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weigh station or two between their brains and 

their hands” 

Source:  TrueSlant 

 

John Farmer‟s book fails to ask the deep 

questions.  Its usefulness is as a proof that the 

government‟s 9/11 commission story is a lie and 

a cover-up.  As such, it provides a starting point 

but the hard work is ahead. 

 

At some point the lies and inconsistencies will 

arouse anger in a growing number of the public 

and doubt will go mainstream at the local level.   

The government needs to get out in front and act 

before this grass roots movement overwhelms 

their ability to govern.  If there are explosive 

residues in the WTC dust, then the Justice 

Department needs to issue arrest warrants before 

public anger explodes at the leadership during 

the next financial crisis. 

 

I consider the forward political risks quite dire.  

A Soviet Union style political and economic 

collapse is a possibility.  

 

 

What is True? 

Let‟s examine what we‟re told and what we 

know to be true. 

 

A reviewer of John Farmers book is a former 

Assistant Treasury Secretary under Ronald 

Reagan named Paul C. Roberts.  He explains the 

implications better than I can. 

 

“Most of the reviews of John Farmer's book miss 

its importance. Farmer has no way of knowing 

what happened on 9/11 or who did it.  What he 

does know and has figured out is that the 9/11 

Commission was lied to by people who were 

supposed to be helping the Commission deliver 

the truth to the public. Whether the lies were big 

or little, whether the lies were told to cover-up a 

false flag operation or to cover the butts of 

agencies that had failed in their responsibilities, 

whether Farmer's explanations for the lies are 

correct or incorrect, the fact remains that the 

Commission was misled. The conclusion to be 

drawn is that the Commission's report is 

unreliable and, therefore, that we do not have 

the truth about 9/11. That this conclusion comes 

from the legal counsel to the Commission is 

compelling evidence that a new investigation is 

required.” 

 

We know the 911 Commission Report is a 

fabrication.  We also have a team of scientists 

who have written a peer reviewed science paper 

that concludes that military grade nano thermite 

is in all the WTC dust they sampled.  ( Active 

Thermitic Material Discovered in Dust from the 

9/11 World Trade Center Catastrophe ).  They 

say airplanes hit the buildings but explosives 

brought down the three buildings.  

 

We know NIST, the agency responsible for 

explaining why the Twin Towers collapsed, was 

a major contributor to the 9/11 Report.  Their 

statements to the Commission are also a lie.  

NIST has been asked by the scientists to examine 

the government‟s own dust samples for thermite 

and explosives.  NIST refuses.  NIST says they 

already concluded what brought down the 

towers.  Yet, they have publicly acknowledged 

that they never looked for or tested for 

explosives!   

 

NIST finally admitted that the three buildings 

fell at near freefall speed.  That‟s an 

impossibility unless the rigid lower floors were 

blown out of the way first.  Let me repeat: Three 

buildings collapsed at freefall speed on one day 

when in 100 years not one steel framed building 

has ever collapsed due to fire.   

 

Respected scientists in the areas of chemistry, 

physics, and nano technology have presented 

evidence of a crime. The government doesn‟t 

dispute their findings and won‟t investigate.  One 

can only conclude that the cover-up continues. 

 

http://trueslant.com/matttaibbi/2009/09/28/in-defense-of-zero-hedge/
http://www.bentham-open.org/pages/content.php?TOCPJ/2009/00000002/00000001/7TOCPJ.SGM
http://www.bentham-open.org/pages/content.php?TOCPJ/2009/00000002/00000001/7TOCPJ.SGM
http://www.bentham-open.org/pages/content.php?TOCPJ/2009/00000002/00000001/7TOCPJ.SGM
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At the time I wrote my 9/11 Paper, I received a 

few, but not many, emails suggesting I was a 

conspiracy theorist.  Take a look at my paper and 

the list of senior military people who‟ve gone on 

record stating they don‟t believe the Commission 

Report.  If you choose to call them nuts then I‟m 

in good company. 

 

The Iraq and Afghanistan wars are based on lies 

and were justified by 9/11.  We were told that we 

have to get those terrorists who attacked 

America.  The Global War on Terror is a lie and 

the new administration has discontinued using 

the phrase.  

 

The government is pumping money into the 

bond market to support interest rates using 

Quantitative Easing. They admit this.  The 

government is directly supporting 50% of all 

new mortgage loans.  We have fairly reliable 

analysis showing that the government is likely 

mainlining money into the stock market to 

support the major stock indexes.  This must be 

done to make people feel richer so they spend on 

consumer goods.   

 

We know Medicare is broke and health care 

must be reformed.  The administration lies about 

their health plan and says it won‟t be necessary 

to cut benefits to the elderly.  Yet the 

Congressional Budget Office told Congress that 

isn‟t true and benefits will be cut. I‟ve stated 

repeatedly that the government will go after 

people‟s “excess assets” before paying their 

health care expenses. 

 

Bernanke tells us things are getting better and the 

recession is over.  ECRI tells us their leading 

indicators mean the recession is over.  ECRI 

stated this week that people are making a big 

mistake not believing their forecasts and 

continuing to cling to the notion of a long 

recession.  They said people shouldn‟t believe 

that “this time it‟s different” because things are 

set to improve magnificently.  Here‟s a good clip 

explaining ECRI‟s view. 

http://www.businesscycle.com/news/press/1576 

 

The economy is rising because the government is 

spending and piling up more debt.  This has 

started a new business cycle. Of course the 

economy will improve while they keep spending 

and keep rates very low.  If they stop spending it 

will collapse.  Joe Biden said, “If we stop 

spending we‟ll go bankrupt”. 

 

Our government is headed towards a $20+ 

trillion dollar national debt within several years – 

an amount that will never be repaid under even 

the most optimistic projections. If Japan or China 

stop buying our bonds, the Fed will have to 

monetize the debt and inflation will hit 15% 

within a year.   

  

“The U.S. economy faces a “significant chance” 

of contracting again after emerging from its 

worst recession since the 1930s, Nobel Prize-

winning economist Joseph Stiglitz said.  

 

“It’s not clear that the U.S. is recovering in a 

sustainable way,”  

 

“In most quarters, there is a feeling we should 

move away from the dollar system. The question 

is do we do it in an orderly way, or a chaotic 

way,” Stiglitz said.  

 

Between the fall of the Berlin Wall and the 

collapse of Lehman Brothers was “the short 

period of American triumphalism, where we 

dominated the global scene. That period is 

over,” Stiglitz said. 

Source: Bloomberg 

 

 

All the statistics you hear are meant to 

measure the business cycle.  A mistake is 

believing we are in a permanent business 

cycle downturn.  The big mistake is not 

understanding we are in a currency crisis 

http://www.google.com/hostednews/ap/article/ALeqM5gJK9ly3ovzfflxGjV-dxk2sLILKgD9ASKCQG2
http://www.google.com/hostednews/ap/article/ALeqM5gJK9ly3ovzfflxGjV-dxk2sLILKgD9ASKCQG2
http://www.businesscycle.com/news/press/1576
http://www.bloomberg.com/apps/news?pid=20601103&sid=anag9TDM3vDw
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– the leading indicators can‟t measure a 

dollar confidence crisis.   
 

Why don‟t people act to reduce risk?  Because 

the majority of people won‟t move until they see 

the whole herd move.  It‟s herd inertia.  Some in 

the herd are moving.  While Bernanke spends to 

build confidence (The Big Con), corporate 

insiders are selling at a furious rate.  China is 

urging its citizens to buy gold and silver.  When 

the herd finally moves, the exit will be blocked 

by capital controls or high prices for safe 

alternatives. 

 

As I‟ve previously explained, corporate 

Operating Earnings, the numbers touted in public 

press releases have all the charge-offs erased.  

Those earnings are going up.  Reported 

Earnings, the ones they give the IRS and don‟t 

dare lie about or they‟ll go to jail, are in the 

basement.  It‟s the widest spread in S&P500 

history.   

 

Will real earnings rise – yes, somewhat.  How 

much and when – who knows.  It doesn‟t make 

sense to buy stocks when real earnings aren‟t 

showing improvement.  We can‟t even trust the 

real earnings because the banking system has 

been effectively nationalized by the government.  

Bank earnings are totally phony and account for 

about 15% of S&P500 earnings.  The major 

banks are all insolvent and need years of low 

rates to rebuild their capital.  

 

In early Nazi Germany the government lied 

about everything.  Jews were first told they 

couldn‟t own property then they were told they 

couldn‟t own gold, then they couldn‟t own a 

business and finally they couldn‟t leave the 

country.  Those who left early got away with 

their money.  Those who delayed got away with 

their lives.  Those who stayed and ignored the 

evidence of their own eyes were all killed.  The 

CIA trains its agents to ignore intelligence 

reports if what they see on the ground with their 

own eyes contradicts the intelligence.  What do 

you see?   

 

Not Everyone is Fooled 

I received an email this week from the son of a 

close family friend.  He serves in the Coast 

Guard chasing down drug runners and picking 

up Cubans at sea.  He asked me for financial 

advice on saving money.  He currently has  most 

of his money in gold.  How did he figure this 

out?  What intuitively told him to act this way to 

protect his wife and unborn child?   Incidents 

like this confirm my observation that people are 

acting one by one because they sense something 

is seriously wrong. 

 

Two weeks ago I was at a community meeting.  

Spontaneously, people started talking about 9/11 

and how they didn‟t believe the official story.  

How did they figure this out?  There‟s a total 

news blackout on John Farmer‟s book and the 

nano-thermite story yet they know they aren‟t 

getting the truth from the corporate media.  

Many were disappointed at the military and the 

wars.  I stated that I supported a strong military 

but believed they are on the wrong missions.  A 

man walked over and said he wanted to talk with 

me outside after the meeting. 

 

Afterwards he told me he‟s a 14 year contractor 

working for US Army Intelligence at Fort 

Huachuca in Arizona.  We exchanged some 

comments about the meeting and then he started 

talking about 9/11 with me and two others. 

 

 Contractor: “These people don‟t 

understand what‟s going on.  Our mission 

and national interests are more important 

than a few office buildings.” 

 Tom: “Are you saying you believe 9/11 

was an inside job?” 

 Contractor:  “Of course it was”. 

 Tom:  “Do your co-workers believe that 

to be true too”? 

 Contractor:  “We all know the 9/11 story 

isn‟t true.   

http://money.cnn.com/2009/09/10/news/economy/insider.sales/index.htm?postversion=2009091107
http://money.cnn.com/2009/09/10/news/economy/insider.sales/index.htm?postversion=2009091107
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 Tom: “Don‟t you see a problem with 

those people dying?” 

 Contractor: “It doesn‟t affect my life in 

any way so why should I worry about it”. 

 

 

Summary 

There‟s a high probability of a serious leadership 

crisis ahead for America. A financial crisis and 

treasonous behavior by public officials could be 

the trigger. People are gaining knowledge of the 

massive scale of political and financial 

corruption. A major contender for trouble is 

when public opinion turns on the government as 

the facts of 9/11 bore into society.  The effect 

depends on how deep officials were involved and 

the state of the economy.  The facts aren‟t yet 

clear so the variables are still developing.   

 

The US economy will likely mount a recovery 

over the next several months.  This is based upon 

projections of the leading economic indicators.  

The leading indicators have been targeted with 

government money channeled through the major 

banks.  Some say it will be a statistical recovery 

but the amount of money is in the trillions and 

will have an effect. How long it continues is 

unknown.  Expect wild asset markets. 

 

There is little hope for the dollar without massive 

debt reduction efforts.  If China and Japan are 

forced by domestic pressures to stop buying US 

debt, the Fed will monetize the debt.  Inflation 

will rise and the dollar will plunge.  We are 

completely dependent on foreigners. When? 

Next month, 18 months – sometime.  I‟ve quoted 

Greenspan saying inflation could be around 8% 

for 10-15 years.  Billionaire investor Julian 

Robertson says it could hit 15-20% annually in a 

currency crisis. 

 

The United States currency crisis will be 

punctuated by more frequent ups and downs in 

the business cycle.  America exports could 

actually improve if the dollar dropped by 50% 

because it would be cheaper to manufacture in 

America.  That‟s bad for your net worth but 

probably a necessity for repairing our national 

balance sheet. 

 

The investment cycle is not the same as the 

business cycle.  Traditional business cycle 

indicators don‟t measure a currency crisis. More 

frequent business cycles mean opportunities to 

buy and sell stocks and commodity indexes 

based on momentum.   

 

The Fed has always adjusted interest rates to 

control booms and busts. However, direct 

intervention in the markets by goosing stocks 

and bonds is likely a new and permanent 

addition to their repertoire of gimmicks to enrich 

Wall Street. Their 96 year history has gifted 

Main Street with a 96% decline in the dollar.  

With the federal deficit set to double again it‟s 

hard to see how the Fed won‟t be instrumental in 

gifting more havoc upon us through its 

shenanigans while enriching the bankers privy to 

the secret plans.   

 

Congressman Ron Paul‟s 9/28/2009 comment on 

HR1207 – Audit the Fed: 

 

If the Fed gave its actual arguments against a 

full audit, they would not have mentioned 

anything about political independence or 

economic stability. Instead they would admit 

they don't want to be audited because they enjoy 

their current situation too much. Under the guise 

of currency control, they are able to help out 

powerful allies on Wall Street, in exchange for 

lucrative jobs or who-knows-what favors later 

on. An audit would expose the Fed as a massive 

fraud perpetrated on this country, enriching a 

privileged few bankers at the top of our 

economic food chain, and leaving the rest of us 

with massively devalued dollars which we are 

forced to use by law. An audit would make 

people realize that, while Bernie Madoff 

defrauded a lot of investors for a lot of money, 

the Fed has defrauded every one of us by 

destroying the value of our money. An honest 

http://www.benzinga.com/17123/julian-robertson-us-may-face-armageddon-if-china-japan-don-t-buy-debt
http://www.benzinga.com/17123/julian-robertson-us-may-face-armageddon-if-china-japan-don-t-buy-debt
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and full accounting of how the money system 

really works in this country would mean there is 

not much of a chance the American people would 

stand for it anymore.   

Source:  http://safehaven.com/article-14599.htm 

 

I define inflation as rising prices because that‟s 

what matters to each of us. Deflation is a valid 

expectation only if the future value of the 

currency is able to purchase more goods and 

services.   We will have deflation in the US in 

terms of gold with prices falling relative to an 

ounce of bullion.  History shows that dollar 

deflation is highly unlikely in a debt ridden 

nation with fiat money and a printing press.  

 

At present, it‟s my opinion that capital should be 

protected in gold, cash and a mix of foreign 

currencies with a portion set aside for swing 

trades in the stock and commodities market.  I 

am not a fanatic on gold and will sell it when 

conditions favor cash.  That won‟t happen in the 

near term.   

 

No one knows with certainty how events will 

play out.  Considering the political graft we‟ve 

witnessed in America, the assaults on the 

constitution, the reckless wars, and mounting 

evidence of crimes against US citizens and the 

persistent lying, placing all your faith in one 

currency doesn‟t seem wise. 

 

The action at the G-20 summit is all posturing.  

They blather about bringing more voting nations 

into the IMF (China, Russia, India, Brazil) as if 

this will shore up credibility.  The world 

financial system needs a massive overhaul.  

 

Inflation is poised to begin rising in 2010 but 

shouldn‟t hit danger levels until 2011.  Reducing 

the forward inflation rate requires an immediate 

reduction in government debt expansion and that 

is unlikely.   

 

Some financial experts say to buy paper gold 

certificates and to store the metal offshore to 

avoid government confiscation.  It‟s not a 

dangerous idea but how will it protect your gold 

from confiscation?  Look what happened to all 

those Swiss bank accounts.  The Swiss turned 

over the information to the IRS.  If a President 

decreed that Americans can‟t own gold, the Perth 

Mint and all the rest would cash you out and 

send a check.  Doesn‟t it make more sense to 

own some physical gold? 

 

My new Trend Models for stocks and 

commodities are risk reducing ways to make 

swing trades regardless of valuation.  At this 

time both my Value and Trend Models are out of 

the stock market.  The best opportunities will 

occur when both models are synchronized.   

 

My investment philosophy suggests a balanced 

portfolio with a core allocation to gold.  Market 

timing is optional but it‟s what I use.  I believe a 

good timing model should almost always win 

and any losses must be small. 

  

 

Q&A 

 

Q.  Are you familiar with Mish's Global 

Economic Trend Analysis?  He seems convinced 

there will be deflation, not inflation.  If I 

understand, that  will be due to the lack of new 

credit and the reduction in spending by  boomers 

and continued lack of demand for housing and/or 

commercial real  estate.  I know it's more 

complex than that, but that's kinda my  

assessment.   His views seem 180 degrees in 

opposition to yours. 

 

A.  Mish is a good thinker and I enjoy his 

commentary.  He may be correct about deflation 

in asset prices - stocks and housing – assets that 

are over-priced. I don‟t agree with his deflation 

views.  I would ask you – are taxes going down?  

Are prices on every day goods and food and 

insurance going up or down?  Ask any mom with 

kids. The CPI stats are distorted by rents 

http://safehaven.com/article-14599.htm
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(stagnant) and subsidized prices (cash for 

clunkers) and stimulus. 

 

The world‟s financial problems can be divided 

into two categories – past and future.  Contracts 

made in the past ten years were based on inflated 

asset valuations for homes and income earning 

assets like office buildings.  Contracts for 

annuity payments and pension commitments are 

payable in the future and were priced for ever 

rising asset values of income earning assets like 

bonds and stocks.   

 

The past buyers of physical assets can‟t pay their 

debts and the sellers of financial asset backed 

contracts  can‟t fund their forward commitments. 

Both have failed in large numbers.  The physical 

assets are falling 

in price and 

buyers then 

default.  The 

future financial 

asset obligations 

are being taken 

over by the 

government.  

 

We see that past 

contracts are 

depreciating in 

value.  A 

percentage of the 

future contracts  

will also fail and 

this creates 

uncertainty. 

 

That‟s past and future contracts.  Present items 

are anything you need to subsist.  Food, energy, 

tax payments, insurance and the requirements of 

life.  These are going up.   

 

This combination of past debt and future 

obligations meet in the present and swirl about 

each other creating paradoxes and confusion. 

The logical mind seeks to match the present 

pattern with past experience and can‟t resolve it. 

It makes sense though if you know where to 

make the split.  

 

The purchasing power of the dollar isn‟t rising – 

old contract values are falling and some call that 

deflation. The future contracts are defaulting and 

that debt will be monetized by the government.  

The future contracts yet to default are vastly 

larger than those in the past. 

 

The government has taken over trillions in past 

contracts and is obligated to cover at least $60 

trillion of its own future commitments for Social 

Security and Medicare.  It can‟t afford to pay any 

of it. The government owns a printing press.  All 

the other Western social welfare nations own 

printing 

presses. They will 

print to dispose of 

defaulted 

contracts, public 

and private, 

amounting to 

many trillions of 

dollars.  The 

beneficiary of 

printing will be 

gold and silver 

and high quality 

physical assets 

and scarce 

commodities.  

The dollar will 

not go up in 

purchasing power.   

 

The specter of deflation is the bogeyman they 

use to keep you in the burning building while the 

rich quietly find the exit.  

 

To believe Mish's deflation story, you'd have to 

believe that there's a limit on the creation of 

electronic dollars.  You‟d have to believe that 

5000 years of human financial history is different 

this time.  
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You know that can‟t be true – your common 

sense is constantly whispering and imploring you 

to act, “Get to Safety, Protect Yourself, Do It 

Now”.  That‟s why you read newsletters like 

TGR.  You‟re constantly seeking outside 

confirmation of your inner intuitions. You‟ll 

never find that.  It has to come from you 

believing in your own good sense.  You have to 

trust the thin silver thread that links the inner and 

outer – the intuitive and the rational. You must 

trust FEAR, your inner warrior, but act 

rationally.  Until you do, he won‟t stand down 

and let your mind rest because you‟re not safe. 

 

Present and future, we will have deflation –yes - 

in the purchasing power of the dollar.  This will 

become clear as the value of past and future 

contracts is eliminated through default and 

monetization. 

 

Furthermore, I‟ve heard Mr. Shedlock use 

Robert Prechter and his Wave Theory (a market 

timing method based on Fibonacci Numbers) to 

substantiate his own views.  Prechter has a good 

macro perspective but I don‟t see how anyone 

can precisely predict short term moves in the 

stock market or anything else using this voodoo.  

Witness Prechter‟s frequent changes to his 

“wave count”.  It‟s similar to Harry Dent‟s books 

and theories on generational demographics.  

Interesting stuff but it can‟t predict stock prices 

in a useful or timely way.  It doesn‟t work.    

**** 

 

Q.  I know you personally use and  MERKX as a 

currency hedge against the dollar. I was 

wondering if I could use FXF (Swiss franc) or 

FXE (Euro) instead of MERKX. I understand 

that MERKX is an actively-managed fund with a 

pretty high expense ratio. About 15% of its 

assets is gold, which means asset overlap with 

the gold position you have. I can understand that 

MERKX provides possibly better diversification 

as besides gold it invests in a bunch of 

currencies, the biggest positions being Australia, 

Canada and Switzerland.  However, what would 

be a disadvantage of using, say, FXF as a dollar 

hedge. By the way, PRPFX also uses Swiss 

francs. 

 

A. A DIY method of buying currency ETFs is 

acceptable and expenses will be lower.  MERKX 

has an expense ratio of 1.3%.  That‟s far too high 

(should be half that) but I own it to simplify 

things.  Axel Merk shares my philosophy in 

many ways and I've done well with his fund.  

The Swiss Franc used to have some gold backing 

but not anymore.  A single currency can have big 

swings due to interest rate policies and 

interventions.  A mix of currencies makes more 

sense to me because I can‟t predict which will do 

well.  PRPFX is a good fund and I‟ve discussed 

it before.  

*** 

 

Q  As always, I look forward to the first of the 

month and  receiving your newsletter.  This past 

issue didn't disappoint.  I especially enjoyed the 

interview links to the Financial Sense  site.  

Simmons and O'Higgins were highly 

informative.  O'Higgins, as you mentioned, is  

preparing to exit his TIPS and go into 

Australian/Canadian dollars. 

 

Instead of trying to pick the right currencies - 

what would you think about simply shorting 

UUP?   On the other hand, with commodities 

obviously expected to do well as the Fed inflates 

the economy, would a simple 50-50 allocation 

between the  Australian and Canadian dollars out 

perform? 

 

It seems to me that we are heading into very 

challenging times.  On  one hand, I think the 

Obama Administration will be the single most 

damaging to our freedoms and economy in my 

life time.  And yet on the other hand, I am 

greatly heartened by the awakening of the new 

"sleeping giant:"  Average Americans who are 

finally mad as hell. 
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A. UUP is a dollar bullish fund and shorting it is 

an option.  There are also dollar short funds.  A 

mix of the Aussie and Loonie currencies is an 

option if commodity countries do well.  I prefer 

MERKX because it‟s more balanced but to each 

their own.  

 

I agree that we face challenging times.  America 

awakening?  Fewer than 20% of Americans have 

the ability to think for themselves and express 

any degree of useful foresight.  The rest are led 

by their passions and easily incited by fools and 

media extremists.  If the economy improves, the 

masses will be mollified and will slump back 

into stupor. 

 

Our government leadership now lies with 

regularity.  They‟re operating a con game to buy 

time for Wall Street.  D.C. has done nothing to 

regulate Goldman Sachs. They refuse to 

investigate 9/11.  They wage wars no one 

understands.   They assure us things will get 

better as they accelerate spending yet claim they 

can‟t track where the money is going.   

 

The leadership knows that what‟s coming isn‟t 

good but reelection trumps everything. We‟ve 

been sold out for campaign contributions. Our 

key freedoms as proclaimed in the Bill of Rights 

were stolen with the passage of the criminal 

Patriot Act.  It only awaits implementation on 

some night after the angered populace attempts 

to storm the gates of D.C.    

 

The wise man and woman will observe the 

actions of this government and dispassionately, 

peacefully and quietly take action to safeguard 

their families and assets. Things are much worse 

than you think and the system could collapse 

quickly with the right series of events. The 

majority 80% will act when they‟re broke and 

realize they‟ve been cheated. 

 

I  have an analytical temperament.  For an 

interesting and more emotional perspective, 

listen to this 25 September 2009 audio with 

Gerald Celente.    

http://kingworldnews.com/kingworldnews/Broad

cast/Entries/2009/9/25_Gerald_Celente.html 

**** 

 

Q.  Are guns and ammunition a good 

investment?  I‟m concerned about violence if 

things get really bad.  Guns never fall in price. 

 

A.  Despite Americans owning about 90 million 

guns, that seeming oversupply doesn‟t drag 

prices down.  That‟s because they‟re rarely sold.  

Used gun prices track inflation.  Collectible guns 

require expert knowledge to buy them right.  Old 

guns bring higher prices if they‟re in near mint 

condition.  Grandpa‟s old revolver probably 

won‟t bring a premium because inattention, rust, 

and mishandling badly hurts the value.  As for 

ammunition, it will last for 100 years. 

 

I understand the desire to own a gun for self 

defense.  Fears of rampant violence though are  

not valid.  Most shootings in America are due to 

three causes:  Suicide, gang  activity, and drug 

dealer confrontations.  In many cases the shooter 

is a criminal and so is the victim. So, if you‟re 

not a criminal or suicidal, the risk of gun 

violence against you is extremely remote.  

  

I don‟t think people should own a gun unless 

they understand the law regarding legitimate self 

defense and know how to handle the weapon and 

are willing to practice with it several times a 

year.   

 

I bought a gun when I was in the bullion 

business on the advice of the police.  It was a 

dangerous business and especially when I 

traveled to buy scrap precious metals and to 

setup a buying station in hotels.  When on the 

road, I always hired an off duty police officer as 

a bodyguard.  What good is a gun if I‟m with a 

customer and can‟t watch the room. 

 

http://kingworldnews.com/kingworldnews/Broadcast/Entries/2009/9/25_Gerald_Celente.html
http://kingworldnews.com/kingworldnews/Broadcast/Entries/2009/9/25_Gerald_Celente.html
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I only had to draw the gun once when a group of 

street thugs tried to go over my store counters.  I 

was armed,  trained and resolute and they backed 

down. 

 

The best personal defense is awareness of your 

surroundings and avoiding bad company.  That 

said, the armed and trained citizen is no danger 

to society.  Physical violence rates against 

persons are lower in America than in totally 

disarmed England.  60% of home theft in 

England occur while the owner is at home!  In 

America, it‟s under 12% and you know why. 

**** 

 

Q.  In the last report you answered a subscriber's 

question about foreign TIPS. That made me 

think about foreign bonds in terms of suitability 

for the fixed income part of the portfolio. As far 

as I remember you haven't covered this topic in 

your book. I‟m not sure if you did in your earlier 

reports (if you did I'd appreciate it if you point 

me to the right source).   

 

The latest Jason Zweig article in the Wall Street 

Journal points out the necessity of owning 

foreign bonds. I see two major points in his 

explanation: 

1) If the dollar falls, foreign stocks and bonds do 

well 

2) If the dollar doesn't fall, foreign fixed-income,  

positions still make sense as about two-thirds of 

the world's debt is outside the U.S.   

 

Could you please share your opinion? 

 

A.  Overall, Zweig's position makes some sense.  

But, with interest rates very low globally on 

government debt, I don't see much advantage to 

holding long term bonds of any nation.  All are 

inflating their money.  I'd own short term foreign 

bonds or shorter duration tips.  If I'm right about 

the dollar, the currency gain will outpace the 

interest income.  Be aware that a rise in the 

dollar could slam these bonds hard. 

**** 

 

Q.  I saw the an article yesterday and it's 

something I never even thought about.  Do you 

think that something like this could happen to 

make it advisable to own gold/silver coins rather 

than bars?  [Attached was an article about how 

gold coins are better to own than 1 oz gold bars 

because the bars require expensive assaying 

when you sell them]. 

 

A.  Kitco will buy 1oz gold bars for near spot 

price.  Mint bars are as good as coins. I‟m 

talking about the professionally minted bars of 

.9999 quality.  Destructive and expensive 

assaying is no more necessary for bars than for 

coins.  Bars can be electronically tested for 

purity from 6kt to 24kt and even checked for 

gold plating.  Buyback prices are a bit higher for 

popular coins but is that worth the 8% markup 

on coins when the bars are only 2%?  Here‟s a 

company that makes a gold tester. 

http://www.igem.com/p-28-tri-electronics-gxl-

24-pro-professional-gold-tester.aspx 

 

Assaying is necessary for mixed scrap gold, gold 

filled items and batches of unmarked jewelry.  

On small lots, the assaying costs can exceed the 

value of the gold.  Better to sell these items to a 

scrap gold dealer even though the payout might 

be only half of the gold value. 

 

Best Regards, 

Southwest Ranch Financial, LLC     

(www.gleasonreport.com) 

Tom Gleason, Manager & Researcher 

Author of: How To Invest If You Can't Afford 

To Lose (Free download on the website)  

 

Tom Gleason has degrees in finance and 

information systems. He's worked as a bullion 

dealer, fraud investigator, real estate appraiser 

and financial analyst.  

http://www.igem.com/p-28-tri-electronics-gxl-24-pro-professional-gold-tester.aspx
http://www.igem.com/p-28-tri-electronics-gxl-24-pro-professional-gold-tester.aspx
http://www.gleasonreport.com/
http://www.gleasonreport.com/book-download-page.htm
http://www.gleasonreport.com/book-download-page.htm
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Previous eletters for the past year can be viewed 

on the TGR website.  

To unsubscribe, send a blank email to: 

newsletter-unsubscribe@gleasonreport.com  

Privacy Policy: SWR never shares user 

information or email addresses with anyone - 

period. SWR does not accept advertising.  
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