January 2012

The

GLEASON

REPORT

Market Timing for Investors
Identify Turning Points in Asset Classes

www.gleasonreport.com

Status of the TGR Timing Models

S&P500: OUT

NASDAQ: OUT

- =y M = -

v ” %ﬁ?\«'\:\»l

— -
———

US Thbond: OU"l:

<>

Commodities: BRAZIL: OUT CHINA: OUT Germany: OUT
OuT
L ] 2 | NS
INDIA: OUT JAPAN: OUT UK: OUT

Inside This Issue

Review of the asset classes
Oil and Gold and the Long Plateau. Will Recession Lower Oil Prices?
More War — The Sociopaths are Still in Control
Sanitization: How They Launder Banker Money and Destroy Yours

This issue can be linked to at: www.gleasonreport.com/emails/2012-01-tqgr.pdf



http://www.gleasonreport.com/emails/2012-01-tgr.pdf

The Gleason Report

January 2012

S&P500 at 1257 on 31 December 2012

Year to Date Asset Class Returns

YTD
Symbol Asset Class Return
PCRIX  Commodities 7.5
VGSIX  REIT 8.5
VFINX  S&P500 20
VMEXX Money Market 0.3
VBMFX Bond Index 76
VGTSX Intern'l Stocks 146
VISVX  5m Cap Value 4.2
VBISX  Short Term Bond 3.0
GOLD Gold 104
BW/Z Currency -3.1

Status of the Timing Models

All of the world stock markets tracked by my
timing models are out. Commodities are out.
Only gold is in. This unusual situation indicates
that most major nations are probably in recession
or close to it. The models being out doesn’t
mean the indexes will fall. It means there is little
profit opportunity and money is best invested in
cash.

My investment philosophy is to invest capital
when I have a near sure thing. I don’t like to lose
money and my subscribers are of the same mind.
We accomplish a high winning trade percentage
by focusing on long term investing and using a
trend following system adapted to each particular
market. We follow a balanced portfolio approach

US Stock Market

My models are out of US stocks. The leading
economic indicators are declining and that is bad
news for equities. If there’s a few dividend
stocks you love, then hold them. | would not
own the broad stock indexes. My models exited
the foreign markets earlier in 2011 than the US
markets. Since selling, those markets went down
sharply. India -20%, Brazil -14%, Japan -14%.
International stocks took a bad drubbing. I don’t
make forecasts for stock prices but I do see the
trend. Once investors sense the US is in
recession, US equities could get weak quickly
and follow the same pattern. That will require
bad earnings numbers first. I’ll wait on the
sidelines for now.

Bonds

Bonds had a very good year as US vyields fell
even further. It’s unusual for gold and bonds to
both be up since they have inverse correlation.
That tells me one of the two is going to break in
2012. If a US recession causes a rise in
unemployment, | expect the Fed to abandon
inflation targeting and focus on employment. |
think this will happen. To quote ECRI, “If You
Think This Is A Bad Economy, You Haven't
Seen Anything Yet.” Inflation is in the 3.5%
range so they have some leeway. In the end
they’ll have to spend.
http://www.businessinsider.com/ecri-recession-
call-growth-index-virtually-unchanged-for-7-
weeks-2011-12

I don’t see any way for Europe to move beyond
its problems with weak growth and high debt.
So, they’ll do what nations always do when they
get into this kind of trouble.

and shift assets as our tracking indexes go in or
out. When out of a market it’s up to the investor
to go into cash or put that money into another
market.

.. Slash government spend
balance the budget by inflating income and
defl ating l' i abilities
classic economic sleig of hand, one as old as
the Roman Empire and one used across
European history up to the 1980s.
http://www.forbes.com/sites/investor/2011/12/19
[inflation-is-key-to-euros-recovery/

a

The timing method for each of these markets is
explained in my book.
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President Obama is facing another 1.6+ trillion
dollar deficit year in 2012 with no end in sight.
By 2013 the national debt will be over $20T. He
has wars abroad and discontent at home. When
recession causes more jobs to evaporate, they’ll
throw in the towel. The Fed is pouring dollars
on Europe and will be forced to do the same at
home. A steady inflation rate of 6% will do the
trick but I wish them good luck riding that tiger.
Inflation at that level is catastrophic for bonds
and not good for equities.

do know it offers a last opportunity for those
who don’t own any. Between war with Iran and
oil depletion, gold could have a good year in
2012.

At the start of 2011, gold was at $1420. In the
January issue | made a guess that bullion would
rise 10% by year end. It gained a bit over 10%.
I don’t deserve any kudos because the pricing
variables are so unpredictable. | will state that |
got the trend right.

My Gold Model remained in gold for the seventh
straight year. | expect gold to achieve more than
a 10% rise in 2011. It will likely track oil prices.

| believe investors can ride the oil price wave

Currencies
The dollar moved up in 2011 but not much. No
nation wants a strong currency because it hurts

exports. With debt problems and recession
causing concern everywhere in the West, | just
don’t see any cooperation ahead between various
nations on currencies. | have no opinion on
which currency will go up or down and will
avoid even dabbling in them.

Gold
Many commentators have recently eulogized the
end of the gold bull market. Gold has fallen near
$200 so it must be over. It fell below its 200 day
moving average. That must be a sure sign of
trouble. I couldn’t disagree more. I would be a
confident buyer of gold at today’s price of
$1576. | have three timing models for gold and
all are in the market. Gold is
sitting on its trend line. In a
bull market, that is usually a A
safe entry point. W

Google Inc
B GO0

Readers of my book know

that gold doesn’t follow a

200 day moving average. It

is  meaningless and just

shows  the  widespread

ignorance of the television :
financial prognosticators. *""
Gold is highly correlated

with negative interest rates and oil prices. I don’t
know why the metal went down in late 2011. |

Moy 1

~3~

with gold but must expect pullbacks-
http://gleasonreport.com/emails/20-D1-tgr.pdf

Gold corrected by 15% in late 2011. People
panic and sell their holdings. Look at a chart of
Google below. This thing was all over the place
in 2011. Many stocks have 30% moves up and
down over any one year period but that doesn’t
faze the CNBC commentators because stocks are
wonderful. Gold hiccups 10% and they scream
that the crazy gold fanatics are getting their
comeuppance. These guys are usually FOS on
both gold and stocks.
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Looking at 2012 some experts on
www.KingWorldNews.com are
forecasting big price increases for
gold.

4%
3%
2%
Peter Schiff says $2000 to $2500
and 2013 will be even better. He

1% F

Global Real Policy Rate

says stocks won’t make money in
2012. 1 like Schiff and think he’s
right on stocks but optimistic on
gold.

Jim Sinclair say $2800.

Stephen Leeb says $2500 to $3000
Egon Von Greyers says over
$3000.

1%

2%

-3%
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Ben Davies of Hinde Capital has a fine report
you can read. He thinks gold could hit $2100.
http://www.hindecapital.com/docs/hil_reports/Hi
ndeSight%20Investor%20L etter%20December%
2020119%20-%20G01d%200utlook.pdf He
thinks around $1600 was the floor — | agree with
that assessment. He’s a smart guy with a
cautious and reasoned perspective.

Mr. Davies is one of the few who gets it. Let’s
take a look at his reasoning. He produced a chart
of global real interest rates. Rates are negative in
major economies around the globe. This is
exactly the wrong scenario for a gold bear
market.

Industrial commodity
prices have fallen in
2011. They peaked in
April 2011 including oil
at $123. This is to be
expected as economic
growth slows. But, look
at Mr. Davies’ chart of
commodities over the last
six months. You’d expect
oil to fall along with
industrial  metals  but
that’s not happening.
Even with lower demand,
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the oil price is firm and probably because
demand destruction is being offset by depletion.
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| know you want me to make a gold price guess
(and I mean guess) for 2012 so here it comes.
Considering oil as the primary input, | expect oil
prices to stay soft as the global recession grinds
down consumers and business activity. | think
oil will not decline as much as other industrial
commodities nor will the Saudis be inclined to
lower prices to bail out the West. They need $91
oil just to cover their budget and maintain social
order at home.
http://www.bloomberg.com/video/83197760/

| expect the average oil price in 2012 to average

$112. | think the first half of the year will be
soft with prices rising in the last half. The
6 Month Commodity Returns
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average yearly gold price in 2012 will be $1810.
I won’t go higher because I don’t see a big oil
spike just yet. I might be low if we get into a
shooting war with Iran-Russia-China. I might be
high if world GDP falls off a cliff.

Oil and Gold

To understand what is underpinning oil, gold and
military conflict, you need to understand our
energy predicament. Robert Hirsch wrote the
government’s report

like in the Bakken shale. | believe the euphoria
over Bakken oil is a brain bubble in the making
with people exhibiting credulity on the size of
the recoverable reserves and especially the flow
rate.
http://www.theoildrum.com/node/8697#more

Hirsch says world oil production (the flow rate)
is stuck in an undulating 6% band including the
Bakken production. Qil is in depletion but is

being offset with

on oil depletion in o 90 more expensive shale
2005. He says we & g ' oil and deep water
are 1-4 years away = |l 8% drilling. Even Harold
from a full scale [ 8 7 year fluctuating plateau Hamm  says  the
. 3 :
energy disaster. It g 78 Bakken  production
will hit suddenly. 3 will peak in 2015-16
You can view his 2 74 at 1mbpd (we use
2010 slide 2 4, 20m every day). Mr.
presentation  here: 2 Hirsch says depletion
2002 2004 2006 2008 2010 2012

http://www.businessinsider.com/the-impending-
world-energy-mess-2010-11##ixzz1h2dmVGBn

The mainstream media ignores scientists like
Hirsch. Instead they travel to North Dakota
where Harold Hamm of Continental Resources
says America could be energy independent if we
drill everywhere. BUT that’s if the recovery rate
of oil from shale goes from 1.5% to 5%. By his
own words that would require new technology

will overcome non-
conventional oil production very soon. The US
government is aware of these facts because
Hirsch wrote the report for them.

These facts are key inputs to understanding the
direction of gold in the years ahead. Since gold is
highly correlated with oil, | expect it to move
steadily higher.

Will Recession Lower Oil Prices?

not yet in We start 2012 with
existence; a point ‘5{ 90 Brent oil at $107/barrel.
that slips pastthe sg| [ A~ A~ V., T ! The world economy
- . = j 1-4years . .
fawning media. < | L/ T L 4 may be slipping into a
82 & :
That recovery rate  § S recession or  much
is four times T 78 The long slower growth. This is
higher than what B ., decline the ideal time to test my
the us % —— — hypothesis  that  oil
Geological T 70 depletion can’t be offset
= 2002 2004 2006 2008 2010 2012 2014 2016 2018

Survey estimates
is now possible.
In addition, to escape the depletion problem, we
need both in-ground reserves and a high daily
flow rate. A tanker of oil doesn’t help much if
technology only permits a trickle from the spigot

~5~

by falling demand. If
oil prices stay firm over
the next year despite slower global growth, that
will confirm oil prices going much higher in the

years ahead.
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weak-world-gdp-growth-%E2%80%9Cpeak-
0il%E2%80%9D/

World GDP
America is Better Off Than Others
All is not lost. America’s access to oil will
Q .
2 actually improve over the next ten years but at
g much higher prices. According to Michael
= Klare, author of Rising Powers, Shrinking
8 Planet:
a
“The U.S., meanwhi | e,
\\ 1 Oil production growth !mproved energy situation. Thanks_ to _
e i |ncreaseo! p.roduc_tlonl
1986 1990 1994 1998 2002 the United States, including the Arctic seas off
Alaska, the deepaters of the Gulf of Mexico,
World economic growth as measured by GDP is and shale formations in Montana, North Dakota,
correlated with oil production. Plentiful oil is and Texas, future imports are expected to
good for growth. High oil prices constrain decline, even as energy consumption risks.

consumption and will cause weak
GDP growth. Low growth means
debt can never be paid off. You

already know it can’t ever be paid
off.

;

Shale oil might add up to 3mbpd
worldwide at maximum production
but this will only extend the plateau
period a bit longer. Meanwhile,
conventional oil production from
old wells is dropping at a yearly
rate of 5mbpd per Robert Hirsch.
The industry is running at full bore
and trying to stay even. It can’t.

PLA

MICHAEL T. KLARE

addition, more oil is likely to be

I available from the Western
‘ Hemisphere rather than the tle
= East or Africa. Again, this will be

thanks to the exploitation of yet more

“tough oi I"” areas,

Athabasca tar sands of Canada,
Q"H'NK'NG Brazilian oil fields in the deep

Atlantic, and increasingly pacified
energyrich regions of previously war
GEopg torn Colombia. According to the
ITICSOFENERGY Department of Energy, combined
production in the United States,
Canada, and Brazil is expected to
climb by 10.6 million barrels per day
between 2009 and 2035 an enormous jump,

As we previously forecast,dldecline in world considering that most areas of the world are

oil production is likely to occur in the
years. Some believe that weak

next4l execting declining
worldwide  http://www.tomdispatch.com/archive/175476/

economic conditions will significantly extend the
onset of decline. We believe that the delay will be  America will never be energy independent but its

essentially negligible.

economy will have access to petroleum for a
price. China, Japan and Europe though will

Hirsch says that an economic decline will extend become more dependent on energy from Russia.
the plateau only by 2.4 weeks!! We are on a Attempts by America to restrict China’s access
production plateau. But, while on the plateau, to oil could lead to military conflict.

prices are rising.

http://peakoil.com/production/dr-robert-hirsch-

c

n
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By securing naval dominance of the South China

Sea and adjacent waters, the
administration evidently aimsot acquire the
twentyfirst century energy equivalent
twentiethcentury nuclear blackmail.
too far, the policy

Obama

of
Push us
i mptrick recard for a |past a decagle. | |

economy to its knees by blocking your flow of

vital energy supplies.
this will ever be said in public, but it
is  inconceivable that senior
administration officials are not
thinking along just these lines, ant
there is ample evidence that th
Chinese are deeply worried about th
risk -- as indicated, for example, by
their frantic effots to build
staggeringly  expensive  pipeline
across the entire expanse of Asia |
the Caspian Sea basin.

I don’t see what is gained by trying to
keep the other guy down. We should
fix America and let China pursue its
own path.

More War

The wars with lIraq, Libya, Afghanistan were
about oil and transport pipelines. According to
Jim Rickards, author of the book Currency Wars,
we are now on the verge of war with Iran over its
nuclear program. The situation is grave. Regime
change efforts and diplomacy aren’t working.
http://www.kingworldnews.com/kingworldnews/
Broadcast/Entries/2011/12/31_Jim_Rickards.htm
I

I think it’s more involved than that. A war with
Iran is a direct threat to China and also steps on
Russian interests. China has gas and oil deals
with Iran. Russia doesn’t want the West to be
able to transport Caspian energy via pipelines
through a pacified Iran. In other words, a
military conflict could bring in larger opponents.
Mr. Klare provides an excellent overview of the
geopolitics of oil in his book and I highly
recommend it.

Of course, nothing like

ISR | |
| )

THE'

PSYCHOPATH

It would be wonderful if we had confidence in
our leadership’s ability to handle diplomatic
matters in a way that produced effective

negotiated settlements. That hasn’t been our
bri

Many of us wonder how our nation can pursue
such  destructive policies. The
looting by bankers, the failed wars,
reckless spending and so forth seems
illogical and unnecessary. Numerous
books have been written explaining

TEST how it was done but not why it was
- allowed. What many of us perceive
e e as crazy and self destructive makes

MATRESS
AsresTy

JON RONSON

BESTES L1 INg wgre
The wex wwg TIRRE ar oqary

perfect sense to a psychopath.
They’re only concerned with self
interest, control, and short term gain.
Jon Ronson’s book, The Psychopath
Test, is a first person trek examining
the insanity industry and how these
people operate. Scary stuff.

M ER

Unfortunately, the leadership of America and

many other nations may have a large
concentration of psychopaths. This mental
derangement afflicts 1% of the general

population. Among the prison population it’s
25%. According to psychologists, the political
realm has another high concentration. Local and
state government seems to act as a winnowing
process so the smartest and most adaptive of
them accumulate at the federal level.

Many politicians are mere narcissists and exhibit
the standard behaviors.
Glibness/superficial charm
Grandiose sense of self-worth
Pathological lying
Cunning/manipulative

Lack of remorse or guilt

Shallow affect (little emotion
egocentric)

Callousness; lack of empathy
Failure to accept responsibility

and

<< < <K<K <LK<LKKL
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To be a full fledge member of the psychopath
club, you must also have some of the other
characteristics.

V Need for
boredom
Parasitic lifestyle
Poor behavioral control
Lack of realistic long-term goals
Impulsivity
Irresponsibility
Juvenile delinquency
Early behavior problems
Revocation of conditional release
Promiscuous sexual behavior
Many short-term relationships
Criminal versatility

stimulation/proneness  to

<K<K LK LKLKLKLKLKKLKKL

Psychologist Bob Hare of Canada designed the
psychopath checklist and it’s used to identify
them as they enter the criminal justice system.
http://en.wikipedia.org/wiki/Hare_Psychopathy
Checklist

Human Resource managers are also being
trained to screen them out of executive positions
within the corporate world. These people do
immense damage to organizations once they’re
in positions of power.

The manipultive skills of some of the others are
valued for providing audaciouteadership.It is
argued psychopathy is adaptive in a highly
competitive environment, because it gets results
for both the individual ad the corporationr,
often small patical sects they represent.
However, these individuals will often cause long
term harm, both to their eworkers and the
organization as a whole, due to their
manipulative, deceitful, abusive, and often
fraudulent behaviar

Hare describes people he calls psychopaihs
"Intraspecies predators who use charm,
manipulation, intimidatn, sex and violence®
control others and to satisfy their own selfish

take what they want and do as they please,
violating social norms andxpectations without
guilt or remorse"."What is missing, in other
words, are the very qualities that allow a human
beingto live in social harmony."

| believe the United States needs to immediately
institute psychopath screening for senior elected
officials and appointees. Guys like John McCain,
Rumsfeld, Cheney and the many neocons from
the Bush administration may be sane or maybe
only narcissists; some may be fanatics; some are
certifiably crazy.

| think we can all agree that political harmony
with other nations sometimes isn’t possible. The
national leadership often reflects the tone of the
populace. Changing the leaders usually won’t
change the type of government. Our leaders
started these wars and will leave a trail of chaos
in the undermined nations. In a recent essay, Pat
Buchanan asks Is America Losing Control?

With the uprisings against the Arab autocrats,
2011 began as a year of hope. The Arab world,
we were told, would be like Eastern Europe in
1989, with peoples marching to recaptu@ed
given rights from despots who had misruled them
for decades.

But the Arab Spring gave way to the Arab
Winter. Undeniably, millions of Arabs wish to

live in nations modeled on the West. But more, it
appears, wish to live under regimes rooted in
Islamic law. We seem unable to appreciate that
much of that world detests our culture, abhors
our presence, loathes Israel and is as committed
to Quranic absolutes as devout evangelical
Christians are to biblical truths.

our Founding Fatrhcgr s
... empowers majorities to tyrannize minorities.
"In questions of power," Jefferson admonished,
"let no more be heard of confidence in man, but
bind him down from mischiély the chains of the

needs. Lacking in conscience and empathy, they constitution"

~8~
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http://lewrockwell.com/buchanan/buchanan204.

html

In America, the people have caught on to the
incompetence and corruption of the federal
political class. But, what of Jefferson’s “Chains
of the Constitution” that should restrain the most
abusive behavior of these guys? It’s being cut
link by link. New laws allow the President to
order American’s murdered and citizens to be
incarcerated indefinitely without access to a
lawyer. The Patriot Act shredded the Bill of
Rights. And now, Congress will decide if it can
close down Internet sites and online journalists.

In cahoots with their corporate financial
contributors, politicians are pushing the Stop
Online Piracy Act (SOPA). They control the
major media but the blogger world and
alternative news is where people are reading the
truth. SOPA will make many bloggers criminals
if they scoop a story. Or, anyone who orders
prescription drugs from online pharmacies in
foreign countries. Our leaders have now turned
on us.
http://en.wikipedia.org/wiki/Stop_Online_Piracy
Act#Protection_against_counterfeit_drugs

Here’s how it would work. Maybe someone
publishes some private information that shows a
politician or a public figure in a bad light. Let’s
use a hypothetical situation. Mr. Clinton might
get pissed because some blogger criticizes his
administration for the genocide of over % million
Iragi kids by denying them fresh water. A
blogger posts some private emails about it.
Hillary calls one of the many media companies
paying Bill $20k/year to be part of his celebrity
self-adulation club called the Clinton Global
Initiative. She complains and wants answers.
Turns out the emails got leaked from Newsweek.
Maybe Newsweek had the emails circulating
around the office but wouldn’t publish them
because one of their top journalists is on his
incestuous media speaking circuit. Probably not
a crime by the blogger but Newsweek at

Hillary’s prodding files a complaint with the
Justice Department. Mind you, this is the same
Justice Department that gave thousands of guns
to Mexican drug dealers for political purposes
(Operation Fast & Furious). Scores of Mexicans
were murdered along with one US Border Patrol
agent named Brian Terry. Democrat Eric Holder
is still AG, by the way. The email leak gets
labeled as Online Piracy. The AG takes the
domain name for one vyear while they
“investigate”. Poof. Blogger bagged. It’s a way
around the First Amendment.

Sanitization

People discuss the European and US financial
problems and fret about hyperinflation, deflation
and currency collapse. Some say the Euro is
doomed and others say the European Union will
break apart. | think many of these predictions are
a low probability outcome. The core problems in
Euroland are the same as in the US: Banking
system debt, Government debt, Personal debt

These debts are dealt with in two arenas | call
Banker World and Real World.  The Banker
World includes derivatives and government
funding. The Real World is the arena of people,
business and jobs.

In a paper money system, Banker World debt
between governments and between banks can
always be worked out by printing digital
currency and erasing debts. This is called
"sanitization” that's the word the central
bankers use. Governments can print money and
give it to their domestic banks and avoid banking
collapses. It becomes more of a problem if debts
are owed to banks of other countries. Now the
other nation's central bank must get involved and
sanitize also. The International Monetary Fund
(IMF) acts as a clearing house for these
international problems and works out a
sanitization plan so there's no leakage into the
Real World. It also mediates the financial side of
diplomatic agreements. Debts within this closed
system can be sanitized away given enough time.


http://lewrockwell.com/buchanan/buchanan204.html
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Debt becomes a major problem if a country
doesn't play by the rules and lets lots of fiat
money leak into the Real World of people and
businesses. That causes inflations and deflations
and messes up the value of debt held by other
governments. The constant discord in Europe is
why they formed the Euro Currency system. It's
a way to regulate currency issuance, political
conflict, and debt. They don’t want another
European war.

For example, between America/China or
Russia/EU financial deals can be dealt with via
diplomatic and trade agreements to rebalance the
system. Diplomatic agreements and treaties are
set in stone and breaking one has long term and
severe consequences. America certainly has
made diplomatic deals with China in regards to
the US bonds they own. D.C. has no doubt
mortgaged America's future in ways unknown to
us. Perhaps gold has been transferred or there's
an agreement on exchange rates. More likely are
diplomatic deals that involve energy. Energy
access is essential for economic growth. D.C.
and China probably have agreed not to compete
for oil/gas in certain nations because it would
cause conflict.

When debt imbalances and diplomatic deals
between nations become too painful, nations will
try to provoke a war. This provides a pretext for
breaking the diplomatic deal and escaping from
the problem. Thus, America is deep in debt to
China and now is starting a military buildup in
the South China Sea. Washington will try to
provoke conflict with China in the future. China
knows this and works around the periphery
forming alliances to chip away at the stronger
nation's strength.  America's debt limits its
ability to do diplomatic deals with other nations.
Huge energy powers like Russia play Japan
against China. America provides military
protection for the Saudis. This back and forth
deal making is called "The Great Game". It's the
intersection of finance and national objectives.

In this game, the large transnational banks act as
the clearinghouse and the IMF is the mediator.
Groups like the Bilderbergers and Trilateral
Commission are global think tanks that try to
formalize rules for playing the game and thereby
maintain balance without conflict.

National debt must be carefully regulated or it
causes systemic currency problems. The 2008
crash caused the Banker World and Real World
debts to leak into each other. At its core, this
problem occurred because rising energy prices
put a brake on global growth. The system failed
when nations couldn't grow faster than their
debts. This had been predicted for a long time
by Real World wise men who saw that the debt
growth at the Banker and Personal level was
unsustainable. | wrote a white paper on it in
2006.

America had been allowed to rack up enormous
debts because of its dominant economy and
powerful military. In the 1960s and 1970s
America spent recklessly on war and social
programs. America went off the gold standard in
the 1970s when it could no longer settle up its
debts with other nations in gold. It then got the
Saudis to only accept dollars for oil. We went
from the gold standard to the oil standard. To
stop domestic inflation, America switched to
issuing government debt after 1980 to soak up
excess cash. The economy gradually rebounded
and inflation fell. Tax inflows increased but the
rate of debt growth continued to exceed the rate
of economic growth. America was addicted to
debt based growth and was afraid to cut back
because of cold war concerns about oil supplies.

D.C. should have slowly bought back the bonds
and restored equilibrium at the price of slower
growth. Instead they gave way to temptation and
spent ever more money. To maintain the oil
standard, they bloated up the military to protect
the oil suppliers and to crush any foreign
government who dared to challenge it. They
issued ever more bonds and spent around the
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globe thinking that the military spending
wouldn't leak into the domestic economy. But,
the spending also went into social programs.
The Banker World and the Real World both
boomed and the partiers in D.C. couldn't say no
to ever more spending. Low unemployment,
blue-collar pensions, and government transfer
payments caused a huge leak from the Banker
World into the Real World. To keep inflation
down, D.C. worked deals with China and let big
corporations shift jobs and manufacturing
offshore. Thus, prices remained constrained. It
was truly brilliant maneuvering.

The euphoria in Washington took a wrong turn
when Clinton repealed the Glass-Steagall act.
This allowed the Banker World to create direct
links into the Real World. For example,
CitiBank bought Travelers Insurance and
funneled cash into annuities and insurance
products. The leakages became a torrent as the
big banks morphed into behemoths like AIG.
Housing boomed as a flood of money at low
rates was offered to consumers. Mortgages and
annuities in the Real world became the collateral
for the derivatives (debt insurance) in the Banker
World. The big banks issued them in the
hundreds of trillions of dollars guaranteed by
quasi-banks like AIG and aided by primary
dealers like Lehman Brothers, Goldman Sachs
and others. When the system crashed in 2008,
the debt began to wunwind rendering the
derivatives worthless.  The amount to be
sanitized can't be known until asset prices stop
falling but things keep blowing up.

The bankers believe the solution is to first
stabilize asset prices in the Real World. This can
be done via inflation. At a steady inflation rate of
5%, asset prices will eventually firm up. Then
the derivatives can be sanitized and the Banker
World rebalanced. This solution is why Real
World interest rates set by the government are at
zero and why inflation is rising. However, the
magnitude of the debt is so large that the whole

system could blow out again if more leakages
occur. MF Global was a major leak.

Many nations face a huge problem.
Conventional oil is in depletion. Energy prices
keep rising throttling economic growth. Without
growth, debt can't be paid off with honest
money. Some people believe oil prices are in a
bubble. Other say oil shale and off-shore drilling
mean endless energy is a certainty. Both are
wrong because they don't understand the huge
structural problem. These drilling activities in
"tough oil" regions are a symptom of the
problem and not the solution.

At some point, Real World political blowback
may cause nations to go rogue, exit the Banker
World altogether and just default.  Social
problems can become big political problems and
eventually blow up the Banker World. They
must be contained.

In the Real World, angry people are filing down
the links between the power elite and the
corporations. Occupy Wall Street is a file
grinding away. Supply hoarding, gun buying
and voter rage are all indications of more files
attacking the links. The Patriot Act has was a
preemptive attack on the People. The US
government has further countered by approving
assassinations of US citizens and detention
without a trial for troublemakers. It's now a race
to see if the system can be rebalanced before the
links are cut.

Whatever happens, the American financial
Model is doomed to die. The system will be reset
with new rules and a different reserve currency
system.

Summary

The laws being passed in Congress that treat
Americans as terrorist criminals aren’t political
grandstanding. The leadership is afraid. They
know the economy can’t be fixed with growth;
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high oil prices and demographics will prevent it.
They’re determined to engineer more conflicts
overseas and we can’t stop them. Act up and “the
man come and take you away”. It’s time to
disengage from the political process and go
underground. The system can’t be fixed until it
collapses.

America is linked to Europe like a man tied to a
boat anchor by his neck. If they go down then so
does NATO and our military alliances. In
addition, Europe is dependent on Russia for lots
of energy and parts of Eastern Europe would
naturally drift closer to the Russia-China power
sphere. For a warmonger nation like America,
that’s unacceptable. They’ll prop up Europe, the
bankers and the corporatists at all costs. At
home, they’ll screw the common man at every
turn.

The MF Global bankruptcy made them show
their hand. 40,000 small businessmen took big
losses and JP Morgan got the money. This is
exactly what will happen to you when all the
paper gold mutual funds go broke and can’t
deliver the bullion.

Rather than being treated as a bankruptcy of a
commodities brokerage firm under subchapter
IV of the Chapter 7 bankruptcy law, MF Global

was treated as an equisiefirm (subchapter
lIl) for the purposes of its bankruptcWhy

does this difference of a single subchapt
matter? Because in a brokerage firr
bankruptcy, the customers get their mon

How To INVEST
Ir You CAN’T
AFfrrorRD To Lose

Q: What's your investment outlook heading into
2012?

A: If you're investing in stocks with idea of a
oneyear outcome, you shouldot invest. You
can lose a lot. If you invest in stocks with afive
year outlook, | would think it is highly debatable
if you should do that. You have to think about
more than just the probabilities of a market
crash. You have to consider the consequefwes
your savings, and whether you'd be decimated.
As for bonds, with interest rates and yields so
low now, you just have to take those for what
they are—a lot lower than what they have been
historically.

With the economy, I'm cautious. | don't expect a
boom in consumer spending over the next two or
three years. People don't have the wherewithal
to spend a lot more, and in today's world, they
don't have the confidence. Confidence can
change overnight, but wherewithal cannot.

If ECRI is right and we’re near recession and if
Hirsch is right about oil then I don’t see much
upside for equities in 2012. I’ll keep an open
mind and will inform you if my models change
their status. Or, you can read my book and do it
yourself. How To Invest If You Can’t Afford To
Lose is now priced by Amazon at the lower
paperback price of $13.64; down from $19. The

wiakic Kindle/eBook
version is only $8.95.
These timing
methods are a lot
better than acting on

frist—=because aft e+rwhilainl 5 someone’s 2012
an equities firm bankrupy, the customers g predictions. If
are at the end of the line. TOM GLEASON you’ve read the book,
http://gonzalolira.blogspot.com/2011/12/run- will you please go on
on-global-banking-systemhow-close.html . Amazon and give it a

_ ! {7 review? It doesn’t
Vanguard’s retired chairman, John Bogle, is ~ “. have to be long and
one of the best friends the small investor ever ey 5 involved.

5

had. He gave this advice to investors at year-
end 2011.

The world economy
is going through a
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difficult time and there’s no easy fix. The debt
has to be eradicated and they’ll certainly inflate.
Or, they’ll start wars with the creditor nations
and force them to absolve it. One way or another
the system will be reset. You have to make sure
you aren’t among the losers.

Q&A

Q. I don't understand how a Glock and 5000
rounds of ammo is going to provide security. If
you need to protect the homestead and all you
have is a Glock, then you will most likely be
dead with 4990 rounds of ammo. When the
SHTF we will be limited to several hundred
dollars a day withdrawal on our debit and credit
cards. Panic buying will strip all the stores of
food, gas, and basic necessities. Good luck after
that. A can of beans will be worth $10. Those of
us living in the country will be safe from the
angry masses but victim to the redneck predators
armed with assault rifles. Good luck with that
Glock. Our gold will only be of value when the
system resets. We will be punished with taxation
when redeemed. We may be no further ahead
than if we held cash. Have 6 months of supplies
stockpiled and a good rifle and cross your fingers
that auntie Meg next door doesn't double cross
you and blow your brains out for a 12 pack of 9
Lives cat food.

A. | agree with you that it's an error to think a
pistol and a huge stock of ammo equals security.
Some folks are spending money on so much
ammo they could arm a Marine base. People who
believe ammunition will be as valuable as silver
will discover that trying to sell armaments in a
crisis will get them into a lot of trouble. The
important thing is to have a food storage plan
and a backup water and heating system. So
many people are thinking this way that they're
called "preppers" and the government is creating
lists of them as potential terrorists. It's true. The
FBI is going to companies selling survival food
and asking for the list of buyers.

http://www.prisonplanet.com/preppers-are-now-
considered-to-be-potential-terrorists.html

At the same time, the feds encourage food
storage on their web site at www.ready.gov.
Talk about bipolar!

These problems are our government's own fault.
Reckless spending, the insider crime of 9/11, the
planned resource wars and banker looting have
created deep suspicion among the people.
Rightfully so. If people would only use simple
logic and see the wars as harbingers of expensive
energy, more would prepare and they'd be better
off in the end. Few though are acting and they'll
be caught off balance if trouble comes.
Stockpile simple foods and medicine,
inexpensive 50 gallon food-grade barrels for
water, a propane grill and have a family
communication plan. I think it’s smart just to
keep a low profile.

You do make an important point. What if the
system crashes and nobody trusts paper money.
Gold will have great value and especially after
the reset. Will the Feds go after it with taxation?
If so, they'll probably pass laws on Americans'
owning safe deposit boxes in Canada and
elsewhere so | see that offshore storage strategy
as a trap. | don't think confiscation will happen
because it's too much work and there will be low
compliance. History shows that these panic stage
events are short lived and last less than a year.
After that, the winners and losers emerge and life
starts over.

We tend to doubt that such an event could
happen in America but our government is clearly
concerned and passing laws to give it martial law
authority permanently. Their actions indicate that
they believe it's a real possibility. Without a
doubt, a crash of some kind is ahead and a
change in the monetary system. The
conventional advice of having 5% of your assets
in gold/silver is out of date. | don't see any harm
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in being prepared and acting in a self-reliant,
community focused manner.

*khkhkhhkhkkkhkhkhkhihhihkhkkhiik

Q. What do you think is the likelihood that the
government will confiscate retirement savings
and issue replacement annuities? I've read that
legislation has been drafted. | have yet to make
IRA contributions for 2011. The tax advantages
are my only motivation for participating in these
vehicles. And it's apparent that taxes will only go
up in years to come. But I'd rather add to my
bullion holdings instead if the government is
likely to do us a favor and manage our retirement
savings in the years to come.

I've just downloaded the Kindle version of your
book. Will read it this weekend (perhaps I'll find
the answer to my question!) I'd like to wish you a
very Merry Christmas and thank you for all the
valuable information you share with your readers
each month. It's much appreciated.

A. When Argentina collapsed, the government
did indeed raid retirement accounts for foreign
exchange. They needed dollars for oil. The US
government has a printing press. They don’t
need your dollars. I don’t see the government
doing us any favors so the wise person will focus
on self-sufficiency.

*hkkkkhkhkkkikhkkkhhkkkikhhkkhhiikkiikikk

Q. Tom, thanks for this very timely alert. 1 was
feeling a bit of that panic myself, and was
looking for something to hang on to. I'm still a
bit light on gold, but a recent purchase (mid-
1,700s) is noticeably in the red. At higher levels
I wished for an "opportunity" like this, but with
new lows being reached each day, I've chickened
out. About 3% of my portfolio is in gold. Should
I be buying more? How do you determine when
the panic is over?

A. (Note: I sent an alert saying | was not selling
gold as it went below $1600). If I'm right about
oil prices, your $1700 purchase won't look bad.
At 3% of your portfolio, it's nothing to worry
about. That's only a 10% paper loss. Many
stocks do that in a month. There's no way to
predict the low. A major global slowdown could
produce a great buy point. However, if gold
stays stable in a recession, that would be a good
sign to buy a lot more. | have three models for
gold and all are in the market at this time.

k,kkkhkhkkkhkhkkkhkhkkkikkikkhkkikkikikkik

Q. | bought your book about two weeks ago
(Amazon) and have been studying it religiously,
punching in numbers on the calculator for the
S&P500 month ending numbers etc. and
absorbing everything else in all of the chapters. |
am confident now that your models take all of
the emotion out of investing for our future. |
guess the bottom line is the markets will tell us
when to get in or out and guessing, talking heads
and all of the other noise is junk.

| retired from UPS two years ago at age 55 with

35 years of service and full benefits. We have
about half of our funds in UPS stock(401k)
which | bought with a 10% discount from the
company over about 20 years. The other half is
in cash which I will invest when the MA and
your homepage decide the time is right over
different indexes, etc. I've made a good profit
with this stock buying some as low as $9 before
it went public but | am concerned we are going
to have a sharp selloff here in the next year(30-
40% ???) and since I'm only 57 | can't touch it
for another 2 1/2 years. We probably won't need
the money for years but any suggestions you
have for this situation I would appreciate. My
wife does not have a pension.

One final thought---What do you think of using
inverse ETF's right now while the market is
trending down and 2x indexes when we get back
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in? Thanks for writing the book and keeping us
informed on your website.

A. With any individual stock, huge price swings
over a year are not unusual. Most advisers say to
avoid loading on your employer's stock and |
agree with that. | never use leverage but I'm not
a trader or a speculator. | wouldn't do it but |
guess it depends on your risk tolerance.

*hkkkhkkhkhkhkkikkhkkkhkhkkkikikkikkikkikikk

Q. I read an article in Forbes Magazine that the
gold bull market is over. He says to get out of
gold. I see what’s going on in the world and
think he’s wrong but admit I’m scared.

A. 1 don't much like Forbes magazine. Probably
because it’s run by a neocon and | dislike the
editorial slant. The article author has been
negative on gold forever. He references Stephen
Leeb issuing a sell signal and saying gold is
going to 1300. Leeb is a big gold bull and has
been for a long time. I don’t know if he issued a
sell alert but here’s what he said two days ago.
If he’s flipping back and forth that shows a lack
of conviction.

http://Kingworldnews.com/kingworldnews/KWN

DailyWeb/Entries/2011/12/12_ Stephen Leeb -
Gold Bull %26 Germany Flirting with Depr
ession.html

Read about the actual methods in my book for
timing gold. Interest rates are very negative and
this is the best indicator for gold. These
magazine guys are panic prone just like the
general public. Could gold fall to 1300? |
suppose if everyone goes nuts. You lose big
money selling into a panic. These guys are
usually financially bipolar and unsuccessful.

Q. The U.S. Environmental Protection Agency
said for the first time it found chemicals used in

extracting natural gas through hydraulic
fracturing in a drinking-water aquifer in west-
central Wyoming. http://bloom.bg/u4eFzT

A. Our thirst for energy will cause many
environmental disasters in the years ahead.
Fracking is dirty energy and really is the bottom
of the barrel. I’ve warned this will happen and
am not surprised. Pumping toxic chemicals into
rock below the water table and telling the public
it’s nothing to worry about is either stupidity or
duplicity. Refer to my discussion above on
psychopaths.

*khhkkkhkhkkkhkkhkkkikkhkkhkkikkhkikkik

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

Tom Gleason has degrees in finance and
information systems. He's worked as a bullion
dealer, fraud investigator, real estate appraiser
and financial analyst.

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.

IMPORTANT: The Gleason Report is a newsletter of
general and regular circulation published by Southwest
Ranch Financial, LLC (SWR). SWR is not a registered
investment advisor and does not provide personalized
investment advice. Investment ideas presented are the
opinion of SWR and are for informational purposes only.
Investing involves risk and the future performance of the
market timing models cannot be guaranteed.
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