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S&P500 at 1095.63 @ 30 November 2009

Year to Date Asset Class Returns

YTD Model
Symbol Asset Class Return Status
PCRIX Commodities 376 ouT
VGSIX  REIT 211 ouTt
VFINX  S&P500 241 ouT
VMEXX  Money Market 0.5 IN
VBMFX Bond Index 76 ouT
VGTSX Intern'l Stocks 347 ouT
VISVX 5m Cap Value 220 ouT
VBISX  Short Term Bond a1 IN
GOLD Gold 358 IN
Stocks
The stock market continues to roll along

although it’s slowed down near 1100. Corporate
earnings are moving up apparently validating the
‘recovery’. Earnings are distorted higher by the
big banks — the result of getting money at zero
percent and lending at a guaranteed spread. With
enough stimulus anything is possible and it
shows up first in bank stocks.

Still overpriced by sensible metrics like earnings
and dividend yields, the public is starting to
believe. The dividend vyield is 2% - nothing
exciting. | see little value in stocks at these
levels.

Since 2000, stocks have gone nowhere but have
jumped up and down within a range. In a range
bound market successful traders can shine. For
the buy and hold investor it’s a decade of
disappointment.

That said, reported earnings have climbed over
the past month. The risk of a crash or a huge
decline has diminished.

Bonds

The enemy of bonds is inflation and rising rates.
The Future Inflation Gauge from ECRI shows
rising inflation pressures. It probably won’t

~2 ~

show in the CPI before 2011. Long corporate
bonds are not a good place to be. The
government is buying its own debt so I’d watch
corporates for signs of trouble.

| recommended TIPS in late 2008 and they have
moved up strongly this year. They’ve earned
about 13% year to date but haven’t risen as much
as the dollar has fallen. One year is too short a
time to evaluate TIPS and I’'m not negative on
the asset class. Much of the gain this year is due
to the falling yield providing a capital gain. The
best they can do in the year ahead is track
reported inflation. TIPS should not be your only
investment vehicle.

Commodities

My model is out of commodities.  Logic
suggests that, if we have an inflationary future,
commodities have nowhere to go but up but my
trend following system is hesitant. The price
movements haven’t been strong enough to
suggest imminent inflation. Unlike simplistic
moving average systems, my models have
additional criteria and remain cautious at this
time. Conditions are improving for commodities
and my model could switch to IN within the next
few months.

Gold

TGR is in gold. The fundamentals for bullion
are positive despite all the hand wringers
expecting a major upward correction in the
dollar. That could happen but the major trend
for gold is up. Gold is a difficult asset to place a
price on. | have a chart on my web site that tries
to estimate fair value based on the consumer
price index. It’s an educated guess but not a
prediction. Let me be clear. I don’t know the
fair value price for gold and | doubt anyone does.
Fiat money prices itself relative to gold and not
the other way around.

Like all markets, gold is forward looking and
discounts future expectations. The stock market
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does the same thing. The best approach is to
stay with the dominant trend until it changes.
My gold model looks at fundamental factors
with an emphasis on interest rates and the cost of
money but can’t predict the ultimate high price
only the direction.

The Year Winds Down

Looking back at the first eleven months of this
year, it’s been surprising on some fronts. I never
expected Obama to turn on the stimulus faucet to
such a high flow. But, he did. My stock model
remains out of equities. My recommendations
for currencies (+17.1) and gold (+35.8) have
outperformed stocks and bonds and with no
trading.

What Does a Gold Bubble Look Like

In 1980 gold peaked at about $850/0z. Was
there any way to guess the peak or to know we
were in a bubble? At the time, | was a 20-
something bullion dealer operating a precious
metals buying company. | bought scrap gold
from the public plus diamonds and collectibles
and sold it to refiners, jewelers and antique
dealers. I’ll relate some experiences from that
time.

In the mid 70s gold was under $200. The price
was volatile. As it went over $400 the public
was lining up to sell their old pocket watches,
engagement rings and miscellaneous jewelry.

I bought a lot of silver coins — the coins poured
in. While on the road | could buy a $1000 face
value bag in a weekend. I’d sell diamonds
removed from rings to local jewelers. At the
time, a .25ct diamond was the most popular size
for engagement rings and they sold in retail
stores for perhaps $600. I’d pay $100 and sell to
a jeweler for up to $175. Diamonds were hard to
sell to the retail trade.

People were selling their old bridgework with
gold caps. We’d smash the teeth on the front
sidewalk with a one pound hammer. The dentist
next door came out one day and begged us to
retire to the alley because we were scaring away
his patients.

The buy and sell process was orderly with
material flowing from the street to refiners and
exchanges in a smooth manner. As gold
approached $600 the market changed. So much
gold scrap was flowing to refiners that they
became backed up.

The refiners stopped making immediate
payments for scrap and the waiting period for
payment eventually grew to eight and twelve
weeks. This put a severe crimp in the cash flow.
Some dealers stopped buying because they were
out of cash or began to pay much lower rates.
We became fearful of a drop in the gold price
and getting stuck holding a lot of scrap.

Some dealers looked overseas to sell scrap. |
knew one guy who tried to do his own refining.
He tried to dissolve 40/o0z of scrap in a solution
of aqua regia in his bath tub. While he was
eating lunch his little girl didn’t like the smell
and pulled the plug in the bathtub sending a good
portion down the drain. True story. Crazy antics
like this started to make the rounds.

The public now flooded the store trying to sell.
Others were frantically trying to buy. Here’s a
key point. The public never really went berserk
over gold coins or bars. Gold was too expensive.
They wanted US silver coins and later 10z art
bars made by private mints. When things got
frantic, | could sell those 10z silver art bars to the
public for $10 over the spot price — when | had
them. Dealers treated them as junk silver.

The treasurer of a large regional oil company
entered my store one day just to chat about the
economy. He warned that the dollar was going
to the basement because of high inflation and
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money had to go into gold. His boss had just
sold the company and he showed me the check
for $100 million dollars. Doom and gloom and
fears of a collapsing economy were widespread.
Psychology is a major factor during a mania.

Gold pocket watches were a cult investment
area. Nobody used them — they collected them.
Antique dealers were paying a huge percentage
over spot for 14k ladies slide chains — an
adjustable chain for a pendant popular in the 20s
and 30s.

Colored stones became a hot scam. Some mail
order dealers sold the public low quality
sapphires and emeralds for huge markups. These
gems were virtually unsalable in the jewelry
trade and were considered junk stones.

There was no end in sight to the inflation. Retail
prices were zooming. Short term interest rates
were over 10% and mortgage rates were over
12%. Gold continued to rise and silver moved
over $40/0z.

Every Tuesday I’d go to my post office box and
pull out the stack of financial newsletters |
subscribed to. | had Ruff Times, The Dines
Letter, Harry Browne’s Special Reports and the
early Aden Sisters and Richard Russell’s Dow
Theory Letter. I’d sit in a restaurant and read
them trying to get a fix on the market. It didn’t
work. Russell never made any sense to me
because he could fill a page and never make a
firm statement - too obtuse.  Others were
hysterical and some tried using moving averages
and charts and Fibonacci Numbers to predict the
future. | was totally confused by it all and so
was everyone else.

Collapse: The gold market collapsed for a
reason after it hit the 800s. Paul Volcker raised
short term interest rates above the rate of
inflation and kept raising rates until the bond
market buckled. Gold crashed with it. |
remember sitting in my living room watching the

news and saw gold and silver dropping. | had
two bags of US silver coins in my shop safe.
One day they were worth $17,000 a bag. The
next day it was down to $12,000 and the next at
$9,000. I sold.

The bubble was over within a month. One day
you could sell the stuff and next day no one
wanted it. Diamond prices today are no higher
than thirty years ago. Colored stones are still
junk. Many of the solid gold pocket watches sell
for little over scrap value. Few people will pay
good prices nowadays for antique gold jewelry.

There’s an important lesson to understand as you
hear these predictions of $5000 gold. First no
one knows where gold is going. | repeat. They
don’t know because it all depends on what
policies governments follow. Second, and most
important, the gold market will buckle again and
gold will plunge from a future unknown peak.
Something will happen to restore confidence in
currency. It will happen for the same reason
next time. It will have something to with interest
rates. This time the crisis is global so watch the
global scene for a new currency, a gold backing
of some kind or some sort of guarantee. Perhaps
a world bond market with less dollar emphasis
will emerge and offer enticing yields. We don’t
know yet but can only guess.

| suspect it will come in the form of a regional
currency that offers stability and pays a
respectable rate of interest or has some
convertibility into gold/silver or some way of
inducing people to accept a government’s
promise as truthful. It won’t happen overnight
because it will take time to regain the public
trust. We aren’t there yet. Gold didn’t collapse
immediately when Volcker started raising rates.
It took a while for the market to be convinced he
was serious. You’ll have plenty of time to sell.

A couple months before the 1980 peak in silver I
received a newsletter from Harry Browne. The
front page read, Farewell To Silver and Harry
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laid out his logic for exiting the silver market
and going to cash. His reasoning was logical and
based on sound financial thinking. He was the
best mind in the precious metals newsletter
business and | ignored his advice and paid the
price. Lesson: It’s important to use your reason
when others are overwhelmed by excessive fear.

Global Constraints

Considering the consequences of the economic
collapse we faced in 2008, it’s understandable
why central bankers had to act. Entire
economies were poised to fall. Huge amounts of
money were shoveled into the boiler to get the
system moving again with a total disregard for
the national debt. Within a few years US debt
will hit 18 -20 trillion at a minimum. Common
sense should tell you that the system can’t be
resuscitated or restored to what it was before
because America can’t service the debt.
Therefore, enormous change is ahead.

The federal data engineers have convinced the
public to gather again at Prosperity Station and
re-board the financial system. Fearful of missing
the train to the land of happy retirement, many
already have taken seats on the Thond Express
and the S&P500 Special. Some smell a rat and
are holding back preferring the 38 Special and
bullion. They believe the trains are really headed
for a financial Auschwitz.

There are rats in the luggage pile that you need
to pay attention to. I’m going to show you what
has really happened in the world economy and
why dangerous constraints on economic growth
will prevent a new prolonged expansion. You
should think twice before hopping on that train.
You better know who’s driving it and why.

Here is the key thing to consider as you proceed.
Our past prosperity was based on cheap energy,
expanding debt and a huge demographic bulge of
baby boomers. We used globalization to lower
production costs to boost profit margins.

These powerful supply side and demand side
growth forces are receding. Resource depletion
is a reality. Oil prices will surpass $300/barrel in
several years. It’s not just oil. Other metals and
needed materials are getting harder to find. The
aging demographics means people favor saving
and not spending. Each of these are constraints
on corporate profits. Another large problem is
the over exploitation of the earth’s biological
assets. Entire fish species have been so depleted
that commercial fishing is failing in some
regions. Asians nations refuse to limit fishing
and troll the coasts of other nations damaging
species and the environment with massive drag
nets.

All these constraint forces are coming together at
the same time. We hear from the Libertarian
groups who say to let market forces solve the
problems and governments should stay out of the
way. Enlighten me, what has private industry
done to prevent biological exploitation and the
over-use of resources? There is a role for
government but not one bought and paid for by
industry and bankers. Banking interests have
pushed their profit agenda for the last thirty
years.

The True Story of Globalization

The story had perhaps an innocent beginning.
Let’s take down trade barriers and allow free
trade to spread. Without tariffs, nations will let
market forces allocate labor and resources. Poor
countries will sell their natural resources into the
markets and their people will be employed as
local industry expands. They’ll also receive the
benefits of free trade like lower prices for basic
goods thus uplifting their living standards. The
rich nations will buy their native resources and
over time production and consumption will be
dispersed around the globe based on natural laws
balancing and aligning cost with profit. All
nations will be lifted. A robust international
banking system will allocate capital to achieve
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the highest rate of return and to fund
development in the third world. Human rights
will take root amid a less imbalanced world
economy. The dollar would serve as global
currency anchor and the US military would keep
the peace.

Lloyd Blankenstein of Goldman Sachs said he
was doing God’s Work — for a profit of course.
It was a great idea and a grand experiment. But
the road to hell is paved with good intentions.
Globalization worked for a while and then it
didn’t.

Jon Jeter’s new book Flat Broke in the Free
Market: How Globalization Fleeced Working
People lays out the real effects of globalization
across the world. In exchange for dropping trade
barriers and stabilizing their currencies, poor
countries were offered low cost loans from the
World Bank to develop their infrastructure.
They were told to take the money and become
part of the global economy. There was a catch —
isn’t there always.  Their indigenous and
traditional industries would have to stand on
their own. No subsidies, no tariffs — just open
trade. Not to worry, many new opportunities
were ahead if they’d get on board the Prosperity
Train.

What actually happened? Cheap imports from
Asia and America flooded African markets and
wiped out their local textile industries.
Unemployment surged. Cheap clothing from
America? Yes, indeed. In a strange twist of
unintended consequences, those old clothes you
donate to Salvation Army are stacked in shipping
containers and sold in the third world by the
pound. There is so much and it’s so cheap that it
knocks out local garment industries. Hmm ...
Goldman Sachs didn’t think God’s Work would
lead to that.

Hemorrhaging jobs, the trusting governments
were told by the IMF and World Bank that they
couldn’t spend money recklessly to provide a

safety net for their people. That would cause
inflation and wreck their currencies and break
the bankers’ rules. Not to worry. The World
Bank gave them more loans. They couldn’t pay
the loans back because, other than resources,
they had nothing to sell. Not to worry. Huge
foreign corporations offered to buy their mines
and resources so they’d have money to pay off
their debts.

Once Wall Street and China owned the
resources, the promised factories and jobs
resulting from smelting, refining or processing of
the raw materials never happened. The materials
and jobs were shipped off-shore to nations who
could do the work even cheaper. Even today, the
average Chinaman makes under $2/day and the
people pour in from their ¥ acre plots in the
countryside to work for peanuts in the cities.

The third world nations were left with low wage
mining and similar jobs. They never got the high
paid infrastructure jobs from fabricating the
materials they supplied to the global market. In
the third world, people are poorer now than they
were twenty years ago.

Nations are adjusting. You can see it clearly in
Saudi Arabia. Rather than sell all their oil to the
West, they’re building refineries to get the value
added from processing. They intend to use more
oil for their own industries and export less. We
see the effects already. Velaro just closed a
refinery in Delaware apparently looking forward
at the new trends.

Venezuela is being threatened by Washington
with US troops occupying eight military bases in
Columbia adjacent to Hugo Chavez. Chavez is
proponent of greater independence from
Washington in South America. The rejection of
globalization is growing and is a backlash
against the one-side benefits. Chavez’s military
poses no threat to America whatsoever but his
political ideology does.


http://www.amazon.com/Flat-Broke-Free-Market-Globalization/dp/0393065073/ref=sr_1_1?ie=UTF8&s=books&qid=1259093302&sr=8-1
http://www.amazon.com/Flat-Broke-Free-Market-Globalization/dp/0393065073/ref=sr_1_1?ie=UTF8&s=books&qid=1259093302&sr=8-1
http://www.amazon.com/Flat-Broke-Free-Market-Globalization/dp/0393065073/ref=sr_1_1?ie=UTF8&s=books&qid=1259093302&sr=8-1
http://www.delawareonline.com/article/20091121/BUSINESS/911210334
http://www.delawareonline.com/article/20091121/BUSINESS/911210334
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Globalization is an ideology that favors capital at
the expense of local labor. The banking collapse
signals the peak of globalization. The collapse
will start a move away from dollar currency pegs
and giveaways to multinational corporations.
Wall Street squeezed all it could out of people,
the earth’s resources, and credit.

Globalization Fails the American People

Shift to America and backtrack. Wall Street
needs continual profits growth for the stock
market to rise. Rising profits expand corporate
income statements and allow firms to use their
stock to buy other companies. Rising profits
means more jobs and higher tax revenues.
Globalization was a gold mine for Wall Street
and Washington. It allowed America’s vast
manufacturing firms to set up plants overseas to
produce goods ever cheaper.

The expanding baby boomer demographic in
America and Europe was there to buy all these
goods. They were buying houses and appliances
and electronic products as fast as Asia could
produce them. High employment rates and a
willingness to spend and cheap prices created
two decades of ever growing profits. Low cost
oil greased world trade.

There was a dark side to the boom though. Good
paying manufacturing jobs had been shifted
offshore. These jobs were once the bootstrap for
the urban poor to move up in society and they
went away fast. Unemployment rose in urban
centers at the same time the college educated
were doing ever better. In major cities, the rising
poverty rate caused the crime rate to expand and
weakened the social structure. America
responded by building prisons and pushing re-
education. By 2005 we had the highest
incarceration rate in the world and more young
men in prison than China with three times the
people.

Wages have been stagnant for most Americans; a
fact that doesn’t show up in the unemployment
numbers. In 2009, the US unemployment rate is
above 10%. For Hispanics it’s 13.1% and for
Blacks 15.7%. 34% of black males between the
ages of 18-24 are unemployed. By 2001, only
six of every 1000 black people in Chicago were
married. This is the direct result of poor job
prospects resulting in broken families and an
unwillingness to wed.

Globalization was great for owners of capital but
not so good for the working poor.

No Middle Ground

By the late 1990’s the trouble spread upstream.
Dick Cheney’s Energy Task Force knew world
oil supplies were approaching the depletion stage
and higher prices were ahead. To this day,
Cheney refuses to release the minutes of those
meetings.

China and Asia were consuming huge amounts
of oil as they produced consumer goods and built
out infrastructure. The East wanted to
industrialize and get what the West had.

Critics presented evidence for Peak Oil but amid
the economic boom their warnings were
drowned out by chants of “drill baby drill”. Yes,
drill to tide us over until we can make an energy
transition but don’t rely on marginal oil fields
and refuse to plan ahead. Not interested.

The years went by. We needed to change the
way we use and obtain energy and adopt a plan
for sustainability. Sustainability is a bad word to
Wall Street because it means less spending and
that is very bad indeed for the stock market.
Therefore, there is little private sector support.
Combine that with no wise leaders in D.C. and
you have a recipe for social and economic
disaster. It’s here and is about to change our
world.
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The political environment is polarized between
the extreme left and right with no acceptable
middle ground. Each side has its favorite
industries and financial benefactors. In a system
based on campaign contribution bribery it’s a
hopeless situation. Whoever is in power pursues
their extreme agendas while they can.

The Cheney team knew that rising oil prices
posed a threat to globalization and profits and
was an imminent threat to US control of world
petroleum. Hence, the military industrial
complex was threatened. We needed more cheap
oil. So, rather than come
up with a plan for the
long term, we went off to
war and have been at it
for eight years with no
end in sight and no oil
either. The Obama team
got in power and intends

If oil demand was capable of increasing
to 105mbd from the present 83, we’d
need another two Saudi Arabia’s — that’s
Six super-giants.  One hasn’t been
discovered since the 1960s.

Mexico’s large oil field is near collapse.
It was producing 2.5mbd in 2005 and is
now down to .5mbd — a stunning decline
rate.

Saudi Arabia says it can produce 11mbd.
The truth is they can only produce 8mbd.
The vast majority of our senior leaders in

World Oil Production 1900-2080
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Warnings Ignored for Years

Matt Simmons is a prominent energy industry
insider and has warned for years of the
impending oil disaster and has tried in vain to get
officials to be honest with the public and the
markets. He’s a sensible man and a conservative
Republican.

He says the evidence for Peak Oil is obvious and
startling. The consequences of inaction are
ominous.

Even if oil demand was flat for the next
20 years, we’d have to add the equivalent
of four Saudi Arabia’s to offset depletion.

1940
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1960 1930 2000 2020 2040 2060 208)
Washington don’t see a problem.
Simmons says only a few have any
understanding of the problem.

If we don’t act immediately we’ll have
chaos and war. We need a Manhattan

Project for alternative energy.

Simmons say the G20 could have accurate data
in thirty days if they demanded it. So, who has
all the oil field information and why isn’t it
shared and why isn’t a call to action issued?
This is the most criminal outcome of all.


http://en.wikipedia.org/wiki/Matthew_Simmons
http://en.wikipedia.org/wiki/Matthew_Simmons
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The International Energy Agency operates out of
London. They track world oil supplies.
Suspiciously, they consistently claimed there
was no oil problem. Experts like Matt Simmons
took to the road and challenged the IEA numbers
calling them false. He privately worked to get
honest reporting. The IEA only issued denials
and said oil production would increase to over
100mbd despite no increased production since
2005. The lie was exposed just weeks ago in a
stunning revelation. More on that in a bit.

We’ve been subjected to a conspiracy of lies on
energy. The wars are a consequence of resource
depletion. World governments led by America
have conspired to distort the truth to prop up
stock and bond markets. This phony facade is
about to collapse and plunge stock markets down
a long slope. It’s coming to an end.

The Unraveling

Hmmm . should we get on that Train To
Prosperity or will it really taking my savings to
Auschwitz? | hear the folks on Fox News
touting the need to support the wars and
dismissing Obama as a socialist. On CBS | hear
propaganda pixie Katie Couric mouthing the
party line with professional vacuity.

What’s this? I see a newsboy from England with
interesting stuff we never hear in the corporate
conglomerate press in America. He’s not rich,
good looking or as well dressed as Brian
Williams so should we believe his crazy stories?

You better listen. As the dissonance separating
fact from fiction increases, truth is marching
through the big crack in the middle.

The year 2009 has been a bad one for those
doing God’s Work spreading the holy faith of
Globalization and Carbon Credits. The public is
questioning our war to defeat those terrorists
blocking gas pipelines in their own homeland of
Afghanistan.

More and more people realize that globalization
is really a corporate vacuum cleaner sucking up
the world’s resources on the cheap. It’s a giant
wealth transfer to the very rich.

Globalization is about shifting work to countries
where wages are at the lowest common
denominator. The poor people in rich countries
suffered the consequences first as manufacturing
was shipped offshore. The poor people in poor
countries never benefited much at all.  Now
people all across America feel the suction. Wall
Street’s Shop Vac has eaten up the world’s
Brown Poor and now has a taste for the White
Meat middle class in America. Middle class
wages have been stagnant for a decade as the
proportion of wealth going to the rich is at the
highest level in history.

Let’s take a look at the Globalist lies starting to
unravel.

THE ENERGY WARS: Recently, Bill
O’Reilly of Fox News publicly stated that the
Bush wars were bogus because there never were
any WMD. Bill must be a great man to have
such foresight. It only took Bill six years to see
through the lie. For years he waved the flag and
put down people who challenged the Bush
administration’s deceptions. Why does still
support these wasteful military adventures?

Then more bad news from Iraq and Afghanistan.
Iraq’s oil fields will never produce vast amounts
of oil due to flow rate problems and
infrastructure declines.  According to Matt
Simmons, Iraq should pump no more than one
million barrels a day or risk ruining their oil
fields. That means Irag’s oil can’t make a dent
in Peak Oil.

The Afghan war also won’t have a big payoff.
The Caspian Sea nations are rejecting
Washington’s pipeline path and prefer the
Russian plan. Now Barrack Obama has to
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stabilize both countries at a huge cost and get out world economy is in grave danger. Economic
before things really go to hell. chaos is very likely.

In particular they question the prediction in the
last [IEA]World Economic Outlook,
believed to be repeated again this year,
that oil production can be raised from its
current level of 83m barrels a day to
105m barrels. External critics have
frequently argued that this cannot be
substantiated by firm evidence and say
the world has already passed its peak in

oil production.

Now the "peak oil" theory is gaining
support at the heart of the global energy
establishment. .... "Many inside the
organisation believe that maintaining oil
supplies at even 90m to 95m barrels a day
would be impossible but there are fears
that panic could spread on the financial markets

9/11 & AL QAEDA: Next, John Farmer who if the figures were brought down further. And the
wrote  the  government’s  official  9/11 Americans fear the end of oil supremacy because
Commission report said the whole thing is a it would threaten their power over access to oil
cover up. Drat, the American people don’t need resources,” he added. — Source UK Guardian
to hear this crap! It would give credence to those November 2009

9/11 Truth groups. Not to worry, the wise Glen
Beck on Fox News says Truthers are crazy. The
Republican party is hoping he’ll be part of a
Palin-Beck dream ticket for president. This will
be great news for emigration attorneys.

ENDLESS OIL: Oh-oh. The UK Guardian
reports that the IEA, the guys who track world
energy reserves, distorted the oil figures under
heavy pressure from America. Geez, Matt
Simmons was right and another ‘conspiracy
group” has its claims proven true. It seems a
whistle blower at IEA leaked the numbers.
According to the Guardian, the Americans
pressured IEA because they were afraid the truth
about Peak Oil would spook the stock market
and cause a crash. IEA has been lying for years.
Oil production really did peak in 2005. It seems
we’re heading quickly downhill and massive oil
supply shortages are directly ahead. The whole

~10 ~
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GLOBAL WARMING: More problems. The
UK Guardian reports that hackers broke into the
computers of leading global warming scientists.

The scientists’ emails appear to say they know §

the whole thing is a fraud. They appear to
discuss falsifying data and covering up facts. It

had something to do with getting industry |

research grant money — so say the critics.

This expose throws a wrench into Cap And
Trade and Al Gore’s business plans. When
asked for the original data, the climate scientists
say they discarded all the raw data. That means
other scientists can’t cross check their research
showing warming over the last 150 years.
http://www.timesonline.co.uk/tol/news/environm
ent/article6936328.ece  This sure smells like a
fraud to me. Follow the money. Who paid for
their research — that’s what I’d like to know.

Are the activities of humans responsible for
climate change? The emails indicated world
temperatures could actually be declining not
rising. In January 2009, Lou Dobbs on CNN did
a piece on global cooling with scientists
presenting their data. Oh-no. More scientists
challenging Wall Street’s profit agenda. If the
world was actually cooling, that means we’d use
even more energy and would need more oil and
that would support the Peak Qil scientists.

In one email, dated November 1999, one
scientist wrote: "l've just completed Mike's
Nature [the science journal] trick of adding in
the real temps to each series for the last 20 years
(ie, from 1981 onwards) and from 1961 for
Keith's to hide the decline.”

Critics of Global Warming say the proof of man-
caused warming has not been proven. Is this
another case of scientists receiving grants from
corporations to support lies that support industry
objectives?

Are the Lies Part of Political Agendas?

Sure looks that way. There are two consistent
features of all these stories. One, the mainstream
US press rarely reports any of it or will paint the
dissidents as fringe nut cases. If it weren’t for
the rabid and disrespectful British press we’d all
be in the dark. Two, all these stories are linked
to energy shortfalls.

American politicians on the ultra left and the
ultra right each have their agendas and both are
irrational. They’re driving this nation over a cliff
by ignoring the approaching energy storm. Their
lying schemes are very profitable for the
anointed super rich.

Meanwhile, as the energy crunch closes in,
Washington is spending furiously to prop up the
economy and going ever deeper into debt. If the
public could put two and two together, it would
incite a revolution.  Slim chance of that
happening. An even bigger financial panic is
directly ahead.

Why doesn’t the US media, Fox or CBS etc,
report the truth? TV personalities in America
work for corporate entertainment conglomerates.
Spend one hour watching Fox news and listen to
the stream of opinionated, right-wing
propaganda. This isn’t news; it’s entertainment
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and spin targeted at social conservatives. S0P
There’s nothing factual about it. SERASE o
’ _ . . Who Owns America's Debt?
It s _bad busmes_s to antagonize the nation’s ChinS, MaTHIShRa 768 .5
political leadership and the news anchors make
- . . . Japan 7515
millions. Why would they jeopardize their VI S A 549 .3
paycheck? The media is corrupted by money it g :
' . 0il Exporters 3/ 185.3
Just like D.C. Carib Bnkng Ctrs 4/ 19X..7
Brazil 144.9
. Hong Kong 132.2
Debt Wlthout !End _ _ RuaGTa 121.8
What is the likely path for America and its Luxembourg 58.7
ballooning debt? Look at the pictures of Obama Taiwan 78.1
I’ve provided showing him bowing to the Saudi swttzeriand 68.9
king, Japan’s emperor and the Chinese president. Germany 53.7
Why is he bowing to these people — Americans Korea 38.8
don’t do that, do they? We kicked Japan’s ass in Singapore 38.3
WWII, we own the Saudis with our military and Canada 38.3
China’s commies would be picking rice if not for Indiz 35.9
our corporations and ingenuity. Ireland 32.7
France 3224
Oh, for the good old days. Trouble is, we owe Thailand 30.1
them all a lot of money. Look at the list of our Turkey 28.2
largest creditors. This is why Obama is shining Norway 25.2
their shoes with his forehead. Mexico e |
Netherlands 21123
Ask yourself this question. Would China, Saudi Egypt 20.8
Arabia and Japan just keep foolishly buying Sweden 18.3
America’s bonds considering all they and you Israel 18.3
know about the debt problems? Of course not. Italy 17.6
Obama’s bowing and scraping isn’t that Colombia 16.7
impressive. Unless.. unless our creditors were Belgium 15.0
promised something more in return. Witness Chile 12.9
that they are increasing their US bond holdings Philippines 11.8
every quarter. China’s holdings of US debt has Malaysia 11.0
increased by 29% in the last year. Why? What All Other e Gt 380
Grand Total DBillons!l 35447 3

do we have of value that they need? What can
we use to pay off our debts? What would a
sociopathic leadership do to totally screw the
American public? I’'m talking about the D.C.
politicians and the Wall Street Investment
banksta crowd.

We will pay off our creditors with equity and gut
America! That’s what happens when a debtor
must deal with his creditors. They take your
assets to pay the bills.
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The list below shows America’s largest S&P500
firms by market capitalization — that’s the
number of shares multiplied by the price per
share. To pay off our foreign creditors we could
let them buy US corporations with their
government bonds. It will be a debt for equity
swap. They’ll get the corporate assets and the
patents and trade secrets. Perhaps not this exact
list but you get the idea. China doesn’t need
America’s banks but there’s plenty of tech
firms they’d like and drug companies too.

Why will this happen? America needs money
and Asia needs a large global market share of
high-end technology and top tier companies.
If America starts to inflate away its debt
quickly the foreigners would stop buying our
bonds. So, make a diplomatic deal that allows
Wall Street to get huge profits. Let Wall
Street investment banks gradually broker away
America’s best firms. Wall Street gets big
fees and the foreigners get paid off.

Short term, the effect on US employment will
be negligible. That gives the politicians time
and space to distort the truth. The federal and
state tax coffers will take a big hit later down
the road but the public won’t make the
connection. At the end of the process,
Goldman Sachs could sell itself to China.
That would be a good outcome. It’s the
modern version of giving a Small Pox infected
blanket to the Indians.

As Wall Street and China are paid off, D.C.
can begin inflating away the domestic debt to
bail out bankrupt Americans. Who is going to
complain? Only 20% of Americans have any
serious savings. The only ones screwed will
be those dumb enough to be holding cash and
government bonds.

Is my debt for equity scenario probable? It’s
the likely path if we intended to resolve our
debt peacefully. These people don’t plan, they
scheme. They think short term. Another

possibility and perhaps more likely is a massive
war that annuls international contracts.

We may be on the verge of economic collapse
but will it be a slow or fast? You have to prepare
for a range of outcomes.

Market

Symbol Company Name Capitalization

XOM  Boton Mobil Corp 353 Bil
MSFT  Microsoft Corp 263 Bl
WMT  Wal-Mart Stores Inc 209 Bil
GOOG Google Inc 181 Bil
PG Procter & Gamble Co 181 Bil
AAPL  Apple Inc 180 Bil
INJ Johnson & Johnson 172 Bil
JPM JPMorgan Chase & Co 167 Bil
BM International Business Machines 167 Bil

Corp

GE General Electric Co 166 Bil
CVX  Chevron Corp 154 Bil
37 AT&T Inc 154 Bil
PFE Pfizer Inc 148 Bl
BAC  Bank of America Corp 139 Bil
CSCO Cisco Systems Inc 135 Bil
KO Coca-Cola Co 133 Bil
WFC  Wells Fargo & Co 131 Bil
HPQ Hewlett-Packard Co 119 Bil
ORCL Oracle Corp 112 Bil
MRK Merck& come | Ofal = $3,675 111 Bil
INTC Intel Corp Billion 106 Bil
PEP Pepsico Inc 97 Bil
C Citigroup Inc 96 Bil
PM Philip Morris International Inc 95 Bil
GS Goldman Sachs Group Inc 87 Bil
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The world economy is in the early stages of a
massive restructuring. The debt has to be
whittled down, then we have to deal with the
coming oil crisis and next we can rebuild. Is that
possible without severe economic distress? No.
There will be a prolonged period of economic
distress amid social upheaval. Most people will
be financially crushed.

Is a Major War Ahead?

Just as in 1980 we hear predictions of economic
collapse and debt defaults. Marc Faber and
Gerald Celente have suggested that America will
start a war to distract the public.

“Given the pattern
egregious failures into mega-failures, the classic
trend they follow, when all else fails, is to take
their nation to war.

That certainly seems to be the pattern of the last
ten years. In the Global War on Terror we were
fighting a shadow enemy with no country or
nationality. Many people in the West were
convinced by the sloganeering. Those who
challenged the obvious lies were shouted down
with “you don’t support our troops”.

Recently, the US was forced to admit that there
is no “Al Qaeda” in Afghanistan so they shifted
the terminology and now say we’re fighting
Taliban terrorists.

As violence rises in Afghanistan, the power
balance between insurgent groups has shifted,
with a weakened al-Qaeda relying increasingly
on the emboldened Taliban for protection and
the manpower to carry out deadly attacks,
according to U.S. military and intelligence
officials. — Propaganda Plant Story from CBS
News

yo f

In reality, there is no Al Qaeda. It’s a
fictional grouping of various nationalists,
terrorists and freedom fighters opposed to
US policy and globalization. They’re
lumped together for media propaganda
purposes. Al Qaeda is a brand name
owned by the military-industrial complex.
The Global War on Terror is a marketing
slogan used to promote and popularize the
energy wars.

I can understand that the West doesn’t like the
religion and social customs of some Muslim
nations. They treat women poorly and have some
extreme beliefs. But, are they terrorists if we’re
iy el Goyntry'm BhRypden't wang our pipglings
so we have to kill them? Would we be clashing
with any of these countries if their chief export
was asparagus? In all wars, the enemy must be
demonized to maintain support for the war at
home.

The US will just invent an enemy says Marc
Faber.

Again, that’s the pattern. If it works, keep doing
it.

"I think eventually there will be a big bust and
then the whole credit expansion will come to an
end,” Faber added.

"Before that happens, governments will continue
printing money which in time will lead to a very
high inflation rate, and the economy will not
respond to stimulus”.

In one of his Gloomiest predictions, Faber ....
said "the average family will be hurt by that, and
then in order to distract the attention of the
people, the governments will go to war".

"People ask me against whom? Well, they will
invent an enemy," Faber said.
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This idea has merit. A war is a great excuse to
cancel debts due the losing nations.

The comments by Marc Faber and Gerald
Celente reflect an intense resentment toward US
political and economic policies. These guys
know that we’re being told a pack of lies. The
objective is to steal the energy resources of
weaker nations. What the corporations couldn’t
get by globalization they’ll take by war. It’s that
simple.

Even generally stuptified Americans are starting
to get it. They are just beginning to understand
they’ve been played for fools. There is still a
large contingent of people whose minds are
closed to anything except complaints about
“liberals” while ignoring the catastrophe of our
whole political system. America’s survival
requires moving away from Democrats and
Republicans.

Is a vast new war possible? A new war centered
on lran or Pakistan could be conjured up as a
way to fight “emerging nuclear enemies”.

There is a problem though with this war logic
that may put a brake on it. The American people
don’t trust their government to a high degree any
more. [ don’t see any interest in new wars much
less continuing the old ones. For most people,
the zeal for the heroic military is long gone. It’s
been replaced by a generalized anger toward
politicians.

The US leadership could swing for the fence and
detonate a dirty bomb in Cleveland. Or blame a
cruise ship poison gas attack on Iran in order to
incite the public. I don’t think it would do the
trick but I thought the media would see through
the Global War on Terror five years ago and |
was wrong.

Parents with draft aged children should be deeply
concerned if a leader suggests another Wall

Street war. | half suspect Obama is sending
more troops into Afghanistan to keep them out
of the USA in case a new war is needed. If they
were at home, some might ignore a call-up order
and desert.

Parents opposed to more wars need to plan for a
safe place for their draft aged children to wait it
out. Does uncle Hank in Colorado have a spare
bedroom? Is there a foreign country where they
could disappear? Considering the approaching
economic storm it makes sense to plan ahead just
in case the leadership gets more insane. For
people in the service or the Ready Reserve and
already disillusioned, it will be a tougher
decision. Any future war won’t be with push-
over nations like Irag or the 19™ century armed
Afghans. An energy war will pit the big guys
against each other.

Russia and China would be pulled in to defend
their interests.  They have technology and
effective military forces. A sailor on a US
aircraft carrier isn’t safe when battlefield nukes
are in play. Casualties will be huge.

If this path comes to pass and we get a military
solution for our debt problem, I don’t think we
need to worry too much about young men being
arrested for disobeying the draft. America will
be a shambles.

High Oil Prices: Sooner The Better

The recession is hiding the growing oil problem.
Oil prices would quickly rise over $140 in a real
recovery and onwards to $200 in only a few
years.

The issue is not one of "running out™ so much as
it is not having enough to keep our economy
running. .... an oil based economy such as ours
doesn't need to deplete its entire reserve of oil
before it begins to collapse. A shortfall between
demand and supply as little as 10 to 15 percent
is enough to wholly shatter an oil-dependent
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economy and reduce its citizenry to poverty. —
Source: http://www.lifeaftertheoilcrash.net/

Oil production goes down faster than it rises. If
Peak Oil arrived in 2005 then we’re in blg
trouble. The age of oil
started in 1920 and is now
in steep decline. There
are no more giant oil
fields to be found with a
sufficient flow rate to
meet the world’s needs.
Oil shale and oil sands
may have a large potential
supply but have a low
yearly flow rate. It’s the
flow rate that matters. In
other words, how much

Proszms

Innovative
Technology e

Old
Technology

Global War on Terror and have nothing to show
for it and never will.

A higher oil price would allow new technologies
onto the market faster. Instead, we’re pushing
old oil wells to pump
at their maximum.
Rather than meet the
problem head-on, our
government has lied
about real oil reserves
and pressured the IEA
to publish phony data
that doesn’t jive with
reality.

g m———
Transition
Period

The public is
confused. Confusion

can be pumped out each
year. Same goes for deep
water discoveries.

Many Innovative Technologies are jostling to
make it to the market place. They will enter
when they offer price OR performance points
superior to the Old Technology of petroleum.
This would have happened gradually as the cost
of oil continued to rise if our nation had
encourage innovation. It didn’t. We would have
had more time to spend in the Transition Period
where the good ideas get sorted out from the not
so good. We delayed so long that we will not be
able to transition fast enough to avoid a steep
economic decline. It’s too late for a smooth
transition.

The smartest thing America could have done in
2001 was to place an alternative energy tax on
gasoline. Forcing up the price and using the
money to fund energy research was timely. We
already knew of the problems ahead. Instead we
turned the country over to neocon fanatics and
used our superior military force to attempt an
energy grab. We spent trillions on the phony

Time results when what

you believe to be true

and what is really true clash in your mind. The

smart person realizes their mistake quickly and

adjusts. A fool sees the truth and refuses to
change.

| believe that whoever writes the history of
America will point to the Bush/Cheney era as the
time of failure where a great nation lost its way
and betrayed its principles. The destruction of
our constitution and the Bill of Rights are
signposts. The wars are the handiwork of fools.
Bush lacked good judgment and the ability to
think. Cheney suffered from heart disease and |
mean that in the spiritual sense. Obama is the
mop up man and a transitional figure. He’ll be
followed by an extremist of the right or left.

The only question now is how much time have
we left before the adjustment process
overwhelms our economic system. | suspect it
started in 2000 and this recent recession is
another salvo. The Obama expansion of debt will
lead to a far worse crisis and on and on.

Two factors should tell the story. First, I'd
suggest to watch the year over year price of oil
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and don’t pay much attention to the monthly
ranges. Second, watch the geopolitical situation
for wars and rumors of war.

Summary
The Obama stimulus measures are similar to the
Bush stimulus but vastly larger. Bush’s

spending failed and so will Obama’s. The
Obama Bounce will not last as long as the Bush
Bounce. If anything, the US economy is in far
worse shape than in 2001.

The world economic system needs a massive
restructuring to restore confidence. This process
will take many years.

Globalization has sucked up cheap assets and
increased poverty in third world nations. It has
destroyed productive capacity and good jobs in
developed nations. Global bankers were at the
crisis core. They coordinated the dispersion of
financial derivatives as a way to globalize risk.
Their schemes have made a mess things in the
first and third worlds. If the world moves away
from reckless finance then the dollar based
reserve currency system will have to go.

Stocks are selling above fair value. The bond and
stock markets are rigged. This can go on for a
long time. We don’t have any experience with
this fantasy finance. Don’t bemoan your lack of
participation in the recent stock market run up.
Instead use the opportunity to position some
assets for reality finance.

Gold remains a go-to asset. It is not yet in a
bubble. No one knows the future price of gold.
It depends on policy actions taken globally.
Gold will reach a peak at some point and a move
to other asset classes will be necessary. At this
time, I don’t see any reforms or transitional
financial ideas capable of stopping gold’s ascent.
Gold will likely advance alongside oil prices.

The property bubble is worldwide in developed
nations with some pockets of sanity.
Governments are holding short term rates low to
fund the banking industry. They are indirectly
holding private sector long term rates low by
taking over lending in the mortgage market.
This displaces private investment and reduces
the demand for private credit. The intention is to
prop up housing prices and public confidence. If
confidence falls, stocks will crash and take with
them pension funds and insurance companies. |
suspect governments will do whatever is needed
to prop up stock markets for as long as they can.

Periodic trading opportunities will occur in the
financial market for paper assets. Longer term,
the stock market will be undermined by higher
oil prices. Buy and hold is not a good idea. You
don’t have to win with all asset classes all the
time. Just be in assets with powerful
fundamentals and a positive trend. Be patient
and don’t trade.

The world economy must transition to alternative
energy quickly. The manipulation of IEA oil
field data to appease the United States is the
canary in the coal mine. The US feared a stock
market crisis if the truth was known. It’s now
known. Connect the dots. We’ve wasted a
decade. Social upheaval is likely in the years
ahead.

The financial crisis continues. Use periods of
calm to position your family for the future
energy crisis. This includes positioning of assets
to include physical gold and silver ownership.
Preservation of capital will pay off big in the
years ahead. Home security and personal
protection measures are a good idea. Living ina
balanced climatic area with access to water and
open space is sensible. Keep a low profile.

The financial debt crisis will eventually be
resolved by default/inflation or by a debt for
equity conversion or by war. A rational person
should plan for each possibility and a mix.
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Numerous books are available on these topics.
Watch  government  policy plans  and
militarization actions. Plan to protect your
family from dangerous government policy
actions.

Many government initiatives are outright frauds.
Cap And Trade is one. The tell tale sign is to
look for Wall Street financial linkages. Health
care reform has potential but will likely turn into
a fraud. Our leaders are clueless on Peak Oil and
corrupt on most everything else.  They’re
wrapped up in extreme left and right agendas.
The system will have to collapse and then
rebuild. In the meantime, don’t trust them.

Investors should wait for the next financial crisis
and consider taking positions in alternative
energy stocks at lower prices. This is a risky
area of investment but one with good long term
potential. Consider reading John Rubino’s book
Clean Money: Picking Winners in the Green
Tech Boom.

I’'m very positive about the future for alternative
energy but we need higher oil prices for this
industry to take off. Stocks in this area will offer
good opportunities. We’ve lost many critical
years for making the energy transition due to bad
government policies. The road will be rocky and
unpleasant for most of us.

There have been many rumors circulating about
tungsten gold, the gold ETFs lying about their
gold holdings, a shortage of physical gold and
more. | have seen no corroborating evidence to
support the tungsten gold story. GLD publishes
it’s bar list and total ounces every Friday. The
ounces under management are going up not
down every month. Dealer markups on gold
coins have gone down over the last month not
up. More types of coins are available now than
six months ago. I don’t see shortages.

It’s critical to remain rational about precious
metals and not to accept rumors without
substantiation.

Don’t pay attention to rants about Obama and
claims he’s into Marxism or Socialism and how
we need to get back to true Capitalism. These
“isms” are the least of our problems. It’s too late
to argue ideology. We each need to batten down
the hatches for the approaching storm.

The leading indicators are peaking indicating
maybe six more months of improving conditions.
It will take a lot more stimulus to boost the
economy again and I doubt the markets have the
stomach for it.

Everyone should talk to a non-commission
financial advisor who can give good advice
without layers of fees and products that lock up
your money. Get a well rounded plan. All or
nothing panic driven actions usually end in
failure.

Q&A

Q. | don't think we should sell gold on your
expected downturn. A fast upturn, currency
devaluation, new ‘'Americo’ currency, world
currency,etc can happen over night ala
Roosevelt's in 33. Gold could double or triple
overnight. Dollars from selling the gold could
lose 50-75-100%-200% overnight. Too risky.
Encourage your readers to buy more gold if they
can on the next downturn in gold, and by all
means take possession of the gold. Silver will
also go through the roof. Comex and GLD have
little to no physical gold. Exchanging $ paper
for gld stock certificate paper is a loser all the
way. This whole subject matter is way too
serious to consider getting rid of your gold.

Your sociopaths [a reference to politicians in last
month’s newsletter] are also co-morbid with
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pathological narcissism. Clinton by the way
was/is a somatic narcissist. Sois Bush and
Obama, and most all the others. Recent college
study update from 20-25 years ago show a very
sharp rise in Narcissism in the US.

A. Not everyone has cash reserves. They have
IRAs and 401k accounts and can only use ETF
gold products. If afraid of GLD, a new platinum
ETF that holds physical metal may debut by year
end.

As for politicians, America's political culture
encourages the worst of the bunch. Only the
bribed or the very rich can afford to run for
national office.

There will be a time to sell some gold - maybe
not in my lifetime. We'll see.

*hkkkhkhkkkikkhkkkhkhkkkikhkkikikkiik

Q. I have a four questions.

1. What dealer do you trust and recommend
when you want to buy physical gold?

2. Do you take delivery of it or hold itin
an account at the dealer?

3. Do you recommend the 10z bars, 10z coins or
both (US, Canadian, etc.) ?

4. How do you handle buying gold in an IRA?

A. 1. What dealer do you trust and recommend
when you want to buy physical gold?

I use Kitco. www.kitco.com  They are
excellent. No BS. Prices are clear and honest. A
major Canadian refiner.

2. Do you take delivery of it or hold itin
an account at the dealer?

Take physical delivery and store it in a safe
deposit box. A dealer account is acceptable.
You can convert to physical at any time. Can
visit Canada and take possession there or they'll

mail you the gold. I also own IAU and GLD and
CEF.

3. Do you recommend the 10z bars, 10z coins or
both (US, Canadian, etc.) ?

| have bought bars and coins. The coins have a
very large premium whereas bars are .9999 pure
and sell for only 2% over spot price vs. 7% for
coins. Kitco buys both back at about the same
price - a bit more for the coins. Major coins are
more easily marketable. The choice of coins
isn't important. Gold is gold. If I had to choose,
I'd take US Eagles, Maple Leafs or Krands.

4. How do you handle buying gold in an IRA?

In an IRA you can use GLD, IAU or a close end
fund like Central Fund of Canada (CEF). For
investing taxable cash and if not buying physical
gold, I'd use CEF. The gains are treated as
capital gains - not the case with GLD. Confirm
with CEF to make sure this is still true. CEF
sells at a premium to net asset value. Read the
prospectus.

*hhkkkhkkhkkkhkkhkkkhkhkkhhikkhihkkikik

Q. Here is a question about your trend models.
Since they are in the market for relatively long
periods of time (often up to two vyears), |
presume that even though the final sell price
marks a good profit point, the draw downs
during the invested periods might be substantial.

If so, | would guess an investor would not want
to follow these timers with an investment
horizon of less than several years, or he would
risk having to sell at a draw down point. Either
that, or he would have to keep his position sizes
small enough to not have his total portfolio draw
down go below a given comfort level.

So after that long winded preamble, | think it
would help those of us wishing to use the timers
to know the statistics on the draw downs -
perhaps you could tell us, for example, the worst
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three or four peak-to-trough draw downs, as well
as absolute draw downs, of the various timers.
We investors could then appropriately determine
the time horizon and/or position size we would
be willing to put on the table for a given timer.

A. That's a good idea and I'll put it on my list. In
the October report | listed the buy and sell dates
for my stock trend model. Anyone can check the
buy and sell dates against the SP500 price
chart. Draw downs on my stock and commodity
models are very low. The Trend Model avoids all
the steep deep declines and corrections in the
stock market. Look at 1987 and the rocky years
of 2000-2008. Even the pre 1980 era inflation
era is navigated well.

My objective is to avoid big losses and to ride
the wins as long as possible. Drops of under
10% are normal variability. Investors lose
money because they panic in and out of the
market. If an investor is reasonably certain that a
large loss will be avoided, then they will stay in.
Thus my models are focused on avoiding losses.

*hhhhkhkkkkhkhkhkikhhhhkkkhkhikx

Q._Gold is the currency of kings and queens.
Silver is the currency of gentlemen and women.
Bartering is the currency of peasants. DEBT IS
FOR SLAVES. WEVE BEEN FOOLED.

A. Can’t argue with any of it. There's a time to
buy and a time to sell. When we can get a real
rate of return, there will be plenty of gold
available to buy and at lower prices. Right now
cash is a bad investment.

*hhhhkhkkkkhkhkkhkihhhkhkhkkkkhikx

Q. I really enjoy your newsletters and | have a
question in regards to your views on buying
Gold to hedge against the US Dollar. I'm from
Australia, is Gold still the asset class to invest in,

and is there any better suggestions
for foreign readers to invest in? as most of your
commentary are US based.

A. The Australian dollar has been quite strong
maintaining purchasing power for your country.
Still, 1 think everyone should have a core gold
position. Is the present price too high? Probably
not for buying a core holding.

The big issue is much higher oil prices in the
years ahead. Peak oil is here and it's not priced
in stocks - it will be a brake on earnings. So,
gold may be a core holding but oil is a key
investment and all things related to substitutes
and conservation.
http://www.guardian.co.uk/environment/2009/no
v/09/peak-oil-international-energy-agency

You may wish to listen to Matt Simmons on this
recent audio interview. He has the facts.
Excellent.
http://www.kingworldnews.com/kingworldnews/
Broadcast/Entries/2009/11/13 Matthew R. Sim
mons.html

| think gold will move up with oil. Unlike the
many cheerleaders, | don't see how China wins
with high oil prices.

*kkhkhkhkkhhhhkhkhkkkhkhkhiihiix

Q. While listening to an interview on the
Financial Sense Newshour with the President
and CEO of First Majestic Silver, it was
mentioned that silver could be purchased
directly from their site.
http://www.firstmajestic.com Today's price for
a 1 o0z. Majestic Business Strike Round is
$19.00, compared to $20.78 for a Silver Eagle
offered - as an example - with Kitco. Could you
give me your take on whether a "Business
Strike" IS
less desirable as a pure silver investment over an
American or Canadian coin?
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A. Many local coin dealers will treat silver
business strikes as scrap silver and pay a lower
buy price. They have limited resale appeal. A
government coin is much preferred. The
cheapest way to buy bulk silver is pre-1964 US
silver coins. The resale spread is also better.

*hhkkhkkikkhkkkikkhkkkikhkkikikkikikkiik

Q. I  have followed your timing
recommendations. | own shares in " ishares trust
comex gold etf. 1, of course, am very concerned
that my holding maybe a subject of the fraud.
The prospectus contains the exact same language
as does prospectus for "gld " concerning loss of
value in the market price of the shares. Do you
have any information as to the chance the fake
gold bars could also be held by comex? Does
comex assay each bar it receives ?

A. The gold bars traded on Comex are called
‘good delivery bars' and all are carefully
controlled. It's difficult for a new bar to even
enter the system. They come from major
refiners. Few actually are sold but some bars are
bought by jewelry firms who melt them for
gold. Thus a fraud would have been discovered
sooner than 10 years later - | would think. This
rumor could only be true if the bars were stored
by a firm/gov't that would never sell them to a
melter thus the focus on ETFs and central banks.
I doubt comex assays each bar once in the
system. They rely on the refiner to provide a
good product. The tungsten rumor strikes me as
implausible on such a vast scale. It states the US
government sold all the gold in Fort Know and
replaced it with tungsten bars that were gold
plated. This rumor sounds ludicrous on too
many levels. Here'san article that came out
since my email to subscribers:
http://cryptogon.com/?p=12193

*hhhhkhkkkkhkhkhkihhikhkhkkkkikx

Q. | am a subscriber to TGR from the UK and |
noticed your model was suggesting a buy for
gold. Is it still OK to buy at these levels for gold
or is it likely it will face an imminent correction?
Many adverts on television especially in the UK
seem to asking people to sell their scrap gold and
many of the investment advice columns in the
papers advise buying gold . Doesn’t this suggest
a top like Dot Com boom where there was a
similar enthusiasm for technology related
companies.

A. | have personally bought gold up near $1000.
| don't think the price is too high for a core
position (keep almost forever). Over the next
year, the price level is anyone's guess.
Governments have the ability to drive the price
down temporarily. The public is not in gold-
mania mode yet. When a mania hits, the public
will be buying silver and paying well over the
spot price.

The US has suffered through 10 vyears of
incompetent fiscal leadership and England has
done even worse with Blair and Brown. The
pound chart looks bad even against the dollar.
http://finance.yahoo.com/a/bc?s=GBPUSD=X&t
=2y&Il=on&z=m&q=I&c=

For an excellent discussion of the very issues
you ask about, listen to this audio program with
Bill Fleckenstein. 1 agree with him on the
subject of gold.
http://www.kingworldnews.com/kingworldnews
[Broadcast/Entries/2009/11/20_Bill_Fleckenstein
html

kkkhkhkkhkhhhhkkkkhkkhkhikiiiikx

Q. [l had several questions about TIPS this past
month —tg]. I'm curious as to your current view
on TIPS. They have had a great run-up over the
past year and the R-CMT for 10-years is now
1.21% which is a historic low. When you were
suggesting them the yields were above 3%.
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A. Investors who bought when | recommended
TIPS have done very well. | think tips have had
a good capital gain as the yield dropped. It was
rare for tips to have a yield around 3% and a
great time to buy. If inflation picks up by late
2010 and into 2011, they should do quite well.
My concern about tips was they wouldn't keep
pace with the dollar's decline. That's why | went
neutral on them earlier this year and moved more
into currencies. vipsx is up 13% ytd and merkx is
up 17%. Both are good results considering the
low inflation rate. So, I'm not negative on tips.
They may or may not be suitable for a person but
a sensible allocation should be ok.

*khkhhhhkhkkkhkhkhkhirhikiikikk

Q. | have two questions for you. One is a
curiosity question and the other is a long term
inflation oriented question.

1) Curiosity question: What ever happened to the
Year Ahead Timing Model?
2) Long term inflation question : Do you think
that natural gas is attractively priced as a long
tem inflation hedge and hence the FCG (First
Trust ISE-Revere Natural Gas) ETF

A. #1. That's a good question. | got away from
it and became distracted with other ideas. In
2006 when | wrote my paper the model
forecasted the market would be higher in 2007 -
it was very optimistic and it was right. I'm
printing my research out right now and intend to
calculate how it would have performed on the
market crash of 2008.

#2. 1 don't see the value in FCG necessarily as
an inflation hedge. We're going to slam hard
into peak oil prices within two years. Natural
gas has a good future.
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